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Abstract

One of the most important developments in the Histb Horn of Africa is the achievement
of independence by Eritrea in 1991. This changesl gleo-politics of the region and
determined the type of relations that the Horn ¢oas should have. As far as the
relationship between Ethiopia and Eritrea were camed friendly and cordial relations
defined their bilateral relations during the initigears of Eritrea’s independence. However,
the border conflict of 1998 caused not only ecomoamd political problems for themselves
but also for the whole region of Horn of Africa iNmly that, the post-Algiers relations have
continued to be characterized by a serious of esoo@nd political problems. This thesis is
concerned with the study of the post-Algiers Ethiitrean relations with its major problems
and prospects. To this end, the study aims at tsgrand analyzing the extent to which
Ethio-Eritrean bilateral relations have been undemed by political and economic problems
since the aftermath of Algiers peace treaty. Altmg line some research questions revolving
around the major economic and political problemstlué two countries as a result of the
conflict and the stalled relation have been pogeztordingly, data have been collected both
from primary and secondary sources of informatibime primary sources of information were
collected through a series of semi-structured wmiwrs with key informants. Apart from this,
secondary sources of information were also coldd®m old and recent publications.
Again, information from day to day news from ddférMedias was also used in the final
analysis of the study.

The study concludes that, because of the bordeflictoand the stalled relation, the two
countries are facing great economic and politicabldems. Economically, the conflict and
the stalled relation between the two countries haweonly disrupted their past economic
interdependence but also resulted in a serious @wan problem for both countries. Eritrea
lost both its industrial raw materials and markéage for its manufactured products, and is
facing great economic hardship today. Ethiopia ba dther hand has also lost its past free
access to the port of Assab and is now compellpdya huge amount of money for Djibouti
port services. Politically, the study concludestttiee post-Algiers stalled relation between
the two countries has disrupted the prevalenceeaicp and stability in the region and both
countries as well. Both have engaged in destabgizactions of the other through the
provision of support to the opposition forces d@ithrespective countries in order to weaken
the other by way of waging proxy wars. Finally, 8tady also concludes that as a result of
the persistence of the two countries destabilinmaggtion of the other, added to the new
stance Ethiopia adopted recently against the regimEritrea, there will be a probability of
future open war between the two countries.



Chapter One
Introduction

1.1 Background of the Study

Ethiopia and Eritrea have had long-standing, streagnomic, political and cultural ties.
Both countries have close historical, ethnic andtucal ties that goes back to time
immemorial (Guche, 1996). Before gaining its indegence in 1991, Eritrea was part of
Ethiopia for at least four decades. There wasigtlimndage between the people living in the
two countries, which is not only bound by mytholptggend and history but also by race,
culture and ancestral roots. They are indeed apifig of the same parents, and are largely
bounded by blood and flesh (ibid).

Undoubtedly, the bondage between the two counisigt only limited to this but also in

politics as well. Both rebel groups fought and ¢lwmeaw the Derg regime in Ethiopia, and in
May 1991, Eritrea achieved its independence, whahbrought a new political landscape in
the Horn of Africa in general and in Ethiopia inrfjo@ular by splitting of these people in to

two separate political entities (Kinfe, 2004).

Legally, up until the referendum and subsequemh&brdeclaration of independence in April
1993, Eritrea remained part of Ethiopia (Alemu, @00rhe process of the achievement of
formal independence was not easily accepted. Itldemh challenged by OAU and many
other African states. The fear was that many offfiecan people would take the same path
and that could lead to the destruction of many oafni colonial boundaries (Kalewongel,
2008). Despite all these challenges, Ethiopia wees dnly country that first recognized

Eritrean independence.

Thus, it was after the 1993 referendum that Eritbemame independent and attained
recognition by international community. Soon afterdeclaration of independence, it began
making harmonious relation with its neighboring w©woies particularly with Ethiopia

(Tekeste, 2000). Initially, the relation betweer thwo countries was cordial. They have



agreed to cooperate in every aspects of life trages from politics to Socio-cultural aspects
(ibid). In this regard, some scholars have stdtatlioth countries, agreed to develop policies
of economic harmonization, integration, and sulisthflows of trade and seasonal labor

migration (Alemu, 2000); Tekeste, 2000 and Mam@2)6

As per the above agreement and cooperation, thecowatries began to operate under the
same currency and banking systamd). Moreover, both states have also agreed to have a
free trade agreement that would allow free movenwngoods within their respective
territorial jurisdiction. Accordingly, at leastidng the early period of their cordial relation,
the two countries decided to have a multi-dimersioelationship of cooperation to heighten
their relation at the highest level (Tekeste, 2808 Mamo, 2002).

However, this cordial relation did not last longbégan deteriorating starting from 1997 and
later, in May 1998 the two countries went into adews conflict near areas of Badme and
Shiraro that took many by surprise (Kalewongel,&00500n, the border conflict grew into a
conventional war that overshadowed a shortly livaddial relation between the two

countries. The underlying causes of the conflicRafuis and Zondi (2005) pointed out are
a matter of controversy, for which both countri&sros it is the other party that first deviated
the international law. Eritrea claims it was Eth&pvhich first deviate international law, and

Ethiopia on its turn claims it was Eritrea, whidtstf deviate international law.

Whatever the root causes of the conflict, the imatedcause of the conflict, as many argue
was the Eritrean armed force invasion of the Yinggle, which Ethiopia considered its
territory (Rejouis and Zondi, 2005 and Kalewon@gl08). It was after the Eritrean military
force’s invasion of the area that the conflict lmout between the two countries. The conflict
lasted for two years and resulted in a seriousoseconomic and political loss. It seriously
undermined socio-economic and political developmainthe two countries. In fact, the
impact of the conflict was not only confined to tine® countries alone. It profoundly altered
the alliance structure of the entire region of Han of Africa. For instance, economically

Djibouti was the major beneficiary of the conflifiealy, 2008). The loss of access to

1 See also Appendig



Eritrea’s ports of Assab and Massawa diverted #diidpia’s import and export trade to the

port of Djibouti.

According to Healy (2008), income from Ethiopiarade accounts 70% of Djibouti’s

revenue. On the other hand, there was also a coeseg for Somalia where both Ethiopia
and Eritrea competed to support opposing sides grtitm Mogadishu warlords, which can
also be taken as an indication for the disturbariqgeeace and security of the region (Cliffe,
(2004).

Later, the conflict ended with the signing of amesgnent called Algiers peace agreement on
December 12, 2000. Although the agreement endeavéneit did not bring about lasting
peace. In fact, before the signing of the Algieeace accord, as Neethling (2004) indicates,
there was various reconciliation endeavors out loitiv the US-Rwandan peace plan stands
first. Indeed, it was after the US-Rwandan peaee fihat the signing of cease-fire at Algiers
took place ipid). The agreement has ended the warfare betweerntwbestates by

establishing a 25km demilitarized Transitional Sggwone (TSZ) (Kalewongel, 2008).

The agreement was unique in a sense that, it foyraatled the war and provided a formal
adjudication to a disputed border; settlementsonfipensation claimed by the two countries
and the deployment of UN peacekeepers. FurtherntbeeAlgiers agreement brought the
establishment of a neutral border commission cdllietiea—Ethiopia Boundary Commission
(EEBC) to delimit and demarcate the disputed boriher alleged reason for which the two

countries were fought (Appendix 6).

Accordingly, the commission delivered its delimat decision in April 2002 (Kalewongel,
2008). However, the decision of the commission rmhd yield much. Ethiopia rejected the
decision of the commission. As a result, the refabf the two countries continues as it was
before, though there was no actual war. So farcgpegamains an unattainable objective
between the two countries. With the situation i Ilorder continues to be tense and relations

yet to be normalized the two countries continuigiot through the third parties.



1.2 Statement of the Problem
The Ethio-Eritrean war of the 1998-2000 has brougtit only the breakdown of the two

countries relation but also created a serious @@nand political instability in the Horn of
Africa. The Algiers agreement of December 12, 2088uld not bring peace and
normalization of relation between the two countriggnificant elements of the agreement
remain unimplemented and cross-border tensionsaregnued to be high. The conflict has
developed into a protracted and costly stalematéh wegional and international

consequences.

The perceived tension and hostility of the two ddes is continuing to the extent that one
could not imagine the future prospects for peacedldtion. There is a temptation that the
Ethio-Eritrea destabilization added with the redetiitiopia’s new stance on Eritrea may lead
to another party to reopen conflict along the bor8eth states are involved in supporting
their respective opposition forces to destabilire bther. In the view of this, the two
countries are working towards weakening the othdfritrea is supporting Ethiopia’s
opposition groups, Oromo liberation Front (OLF) a@daden National Liberation Front
(ONLF) to accelerate armed action against Ethidpiaeturn, Ethiopia in collaboration with
some countries, played an active role in creatibthe Eritrea’s opposition group, Eritrean
National Alliance Force (ENFA) and Eritrean Natib@aalition for Democracy (ENCD) to

weaken and destabilize Eritrea.

Ethiopia took the position that there could notpeace and normalization of the relation up
until the establishment of transparent and demigcgvernment in Eritrea. On the other
hand, Eritrea in turn has also taken the positian, there could not be normalization of the
future relation unless Ethiopia gives respect @ \thitually demarcated boundary by Ethio-
Eritrean boundary commission of April 2002. Thiglicates that various aspects among
which the virtually demarcated border by the boupdeommission is taking the lead
challenge the future relation of the two countries.

As a result, the stalled relation between the twantries has become a great obstacle to
socio-economic development and political stabilifythe region in general and the two

countries in particular. Thus, the study is aimedind out the problems and prospects for



Ethio-Eritrean relation in the aftermath of Algieagreement, which is going to be seen in
terms of its economic and political aspects asdeiitnessed in their bilateral relations.

1.3 Objectives of the Study

The study discusses and attempts to identify tlodblems and prospects of Ethio-Eritrean
relation of the post Algiers agreement. Along g, the overall objective is to describe and
analyze the extent to which Ethio-Eritrean bilatengations have been underpinned by
political and economic problems since the afternodithlgiers peace treaty. In the process of

analyzing the relevant issues attempt is madeh@ae the following interrelated objectives.

* To briefly assess the economic problems facing lawittea and Ethiopia as a result
of the conflict and the strained relation.
* To point out the current Ethiopian dependence ah @ioDjibouti and its problem to
economic development of Ethiopia,
» To critically analyze the impacts of destabilipatiaction and proxy war between the
two countries on peace and security of the Hoth an
» To state the future prospects for the two counteéetions in the Horn.
1.4. Research Question
The research question of the study is designednayato enable the researcher to answer the
stated objectives of the study. Thus, the ceneaéarch question of the study is: To what
extent the continued stalemate in Ethio-Eritrealatiens affect the socio-economic and
political development of the two countries. Witlistgeneral research question, the following

interrelated questions were posed.

* To what extent the destabilization action and exmanof proxy wars affect bilateral
relations,

* To what extent Ethiopia’s loss of access to poft&ssab and its current dependence
on port of Djibouti affect Ethiopia’s economic déwgment?

* What will be the future prospects of the two coiastrelations?

These interrelated research questions are askieinvith the objectives of the study and

will be addressed under different chapters.



1.5 Methodology

Methodologically, the study is based on qualitategearch approache&3ualitative research
approachess a research approach that concerned with offespecialized techniques for obtaining
in-depth response about what people think, do @edl (Silverman, 2005) It is an inductive
approach, and its goal is to gain a deeper undehsig of a person's or group's experience.
According to Kenneth (2007), qualitative researshimportant to promote understanding
than explaining cause and effect relationships.sTimian attempt to study the problems and
prospects for Ethio-Eritrean relations, the studifofvs this research approach by using
descriptive and analytical methods. Accordinglynaapts, discussions and data analysis
procedures used in the study are qualitatively riesd and presented. In the first place,
literatures on conflict and conflict resolutionagégies were reviewed. Secondly, an attempt
has made to base the study on appropriate thealrégiendations for the topic. Accordingly,
pertinent theories of interdependence and inte&rstdations have been used. Added to this,
related concepts have been clarified and consttumtethe literature review, theoretical and

conceptual framework part of the study.
1.5.1. Method of Data Collection

Appropriate data and information for the study weotlected from different libraries in
Addis Ababa. Both primary and secondary sourcesfofmation have been gathered. The
primary sources of information were collected tlgimsemi-structured interviews with some
key informants. They were selected from differemtitutions like Ethiopian Ministry of
Foreign Affairs, Ministry of Trade and Industry arithiopian shipping line S.C. The
selection of key informants was based purposiveltteir position’s that enable them to
have some knowledge of economic and political paisl of Ethio-Eritrean relations of post
Algiers agreement. Questions used for gatherinpgmy data were discussed and determined
to ensure that relevant issues are gathered frarptimary sources. On the other hand,
secondary sources of information were also usedth@ study, which includes a
comprehensive literature survey of publicationshsas the review of journals, books,
documents, articles, newspapers, magazines anentussues that are directly related with

the two countries relations.



Apart from this, agreements/resolutions having iotpaon the relation between the two
countries and trade agreements and documentsdeléte Ethiopia’s uses of port of Djibouti
were used. The reviewing of these literatures aath dathered through interviews with
selected informants was qualitatively analyzed unliiferent chapters. These are integrated
and analyzed in a descriptive and chronologicalmearirhe analysis was only limited to the

problems and prospects for Ethio-Eritrean relatimingost Algiers agreement.

1.6 Significance of the Study

Although many studies have been done on the EthteeBn relation focusing on Ethio-
Eritrean war, very little has been done on the afeseconomic and political problems of the
two countries particularly in the aftermath of #lgiers agreements of December 12, 2000.
In this regard, the study is unique in that, itldeaith only those economic and political
problems of Ethio-Eritrean relation of post Algieegreement with its possible future
opportunities. It pays due focus to economic anltigal problems of the stalled relation
between the two countries and further endeavossate their future areas of cooperation. By
this the study hopes to add to the existing litebn this crucial issue that has determined

the peace and stability of Horn of Africa as such.

1.7 Scope and Limitations of the Study

The study is territorially delimited to two coums. Ethiopia and Eritrea are the two-area
focus of the study. It only focuses on the proideand prospects for Ethio-Eritrean relation
of post Algiers agreement. The reason for the seleof this is that the breakdown of the
Ethio-Eritrean peace implementation process caumiedb to the dangerous escalation of
regional conflicts. In late 2005, for example, cems mounted when Eritrea imposed
restrictions on UNMEE and both Ethiopia and Eritreaved troops toward their border.
Eritrea hoped to pressure the international comtyuni compel Ethiopia to implement the
demarcation decision of the EEBC created by théefdgAgreement. The situation along the
border has been stable since 2000 but may estaedeise of the presence of proxy wars and
destabilization actions of the two countries. Doighiis reality, an attempt has been made to
extend the impacts of the hostile relations oftit@ countries to the Horn of Africa. As far as

limitations are concerned, because of the politeahsitivity of the topic, there were



challenges in gathering relevant primary data tghointerview with key informants of the
study. Hence, the researcher has faced a challehtde the interview. Probably a different
look at the issue by way of quantifiable data tigto@appropriate methods would have also
been better. Nevertheless, the problem is thasanlyg methods would only be gathered from
within Ethiopia. However, despite these challengiesountered, the researcher feels that the
objective of the research have largely been redlizg way of incorporating ideas from
published materials of Eritrean counter parts. Othan this, shortage of time and money to

undertake the research is also a major limitation.

1.8. Organization of the Study

The research has six chapters including the prajrasaduction parts. Accordingly, the first
chapter encompasses the major parts of the propbshaé research like background of the
study, statement of the problem, objectives aneroparts that should be included under
research proposal of any kind. Chapter two of the\spresents theoretical and conceptual
framework of the study. Under this chapter, a thghodiscussion of pertinent theories of
interstate relations and interdependence has bemusded. Chapter three provides the
background to Ethio-Eritrean relations between 120900 by discussing the cordial relations
between the two countries from 1991-1998. Addetti®it gives some pertinent highlight on
the relation between the two countries during thedér conflict, Algiers agreement and on
certain political development that came after tlggeament. Chapter four deals with
economic and political impacts of Ethio-Eritreamfiict in general and the stalled relation in
particular. This chapter provides a detail explimmeof the past trade agreements that existed
between the two countries. It also discusses tipadinof the conflict on the economies of the
two countries. It also elaborates the political atipof post Algiers strained relation between
the two countries by paying important focus on taspects: First, it gives highlight on
Eritrean support to Ethiopian oppositions and weesa and its impact on their political
stability. Second, it gives an explanation on te tountries destabilization Action and the
new stance of Ethiopia. Chapter five deal with fireblems and prospects of the two
countries relations. It gives a thorough discussinrthe post Algiers problems and prospects
of the two countries relations. Finally, chaptetr ef the study brings a precise concluding

remark of the study.



Chapter Two
Literature Review, Theoretical and Conceptual Fram&vork

Introduction

This chapter presents review of related literatomeconflict its cause and resolution, and
theoretical and conceptual framework of interdepewcd and interstate relations. It is
organized in two sections .the first section presanreview of related literature on conflict;

its causes and resolution mechanisms. The secatidrspresents theoretical and conceptual
framework of interdependence and interstate reiatio

2.1. Literature Review

2.1.1. The Concept of Conflict

Already in the sphere of the everyday languageedima conflict has no positive connotation.
Usually dysfunctional phenomenons like discordpdie or fighting are associated with it.
It is also a very fluid and ambiguous concept adl. weMany writers have defined it
differently and hence its definition varies witls itontext. The reason is that there are many
types of conflict; intra-personal, inter-personaiter-group and inter-state. And then, the
definition provided to it varies in accordance wiih type. Whatever the type of the conflict
is, all of them have one thing on common that thdgfinition always contains the
incompatibilities of goal or interest. It alwayscoecs because of incompatibilities of interest

of the conflicting parties.

Along this line, HIIK (2005) and woodhouse and [@yff(2000) defined the term conflict as
the pursuit of incompatible goals by individualsgpoups. The use of such a broad definition
allows for the consideration of any conflict, whetht is interpersonal or international,
whether it is pursued by peaceful means or by Heeaf force. Nevertheless, contemporary
conflict refers to the prevailing pattern of palél and violent conflict in the post cold war
world, while contemporary armed conflicts refersthmse that involve the use of force
(Onumajuru, 2005). Stagner also defines confbctaasituation in which two or more human
beings desire goods which they perceive as beitgjrable by one or the other, but not both
...each party is mobilizing energy to obtain a g@abesired object or situation, and each
party perceives the other as a barrier or thretitdbgoal” (Stanger, 1967). Stedman is of the



view that; “Conflict stems from the basic fact afrhan interdependence. Seeking to satisfy
their needs, wants and desires, people make demagumts themselves, upon the physical
environment, upon other people, and upon whatesganization and institutions that appear
to be in a position to help them”(Stedman, 199@)er&fore, all the above definition of
conflict revolves around the concept of incompditibs of interests. It occurs when the two

parties to the conflict perceives the same gohld)(i

2.1.2. Cause of Conflict

Clearly, there are number of things over olhitwo parties in conflict can get into
incompatible goals. For example, according tol{gvel947) as quoted in (Heinz Jurgen et
al, 2006), humans can get into conflict becauseedith, power, and prestige. Understanding
political conflict cannot be accomplished withouokving what are the object, and the issue
of the conflict. Moreover, achieving conflict resbbn is not possible without understanding
the issue and the cause of the conflict. Deut$8fiJ), the prominent sociology scientist and
conflict researcher, makes distinction betwdmme basic issues over which a conflict
could arise: control over resources, preferencdsarsances, beliefs, values, or the nature of
the relationship. In respects of conflict causes igsues Singer (1996) points out that “the
usual suspects” are to be found in: tewjtadeology, dynastic legitimacy, religion,
language, ethnicity, self-determination, resesrc markets, dominance, equality, and, of
course, revenge. Having the interstate conflicthefocus, Pfetsch and Rohloff (2000) have
identified nine commodities that have historicglgoven to be the most disputed conflict
issues between the states: territory (border), sséme, decolonization, autonomy, system
(ideology), national power, regional predominanogrnational power, resources and other.
Given all these background, the causes of the baaaflict between Ethiopia and Eritrea
are also among the above mentioned causes. As matgrs argued, economic interest,
border, and other deep-rooted historical causearamng the major cause for the 1998 Ethio-
Eritrean conflict (Rejouis and Zondi, 2005; Daraed Paulos , 2011 and Dade, 2011).

2.1.3. Conflict Resolution and Peace Process

Understanding the process of conflict resolutioipiéo highlight the formation and structure
of conflicts themselves. Conflict resolution igher the manner in which the conflict is
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settled once and for all or the modus vivendi - thdhe situation of conflict becomes the
status quo. It refers to a process of activitieseal at addressing the root cause of a dispute
that led to the conflict (wilkenfield et al, 200fch Gounden, 2001)Conflict resolution is
concerned with addressing the fundamental causesrdlicts and aim to produce solutions
which are mutually acceptable to all parties (Boytb968). Conflict resolution operates at a
number of levels or tracks, and encompasses a rahgechniques from conciliation to
mediation, negotiation, and problem solving. Resotuof conflict implies that the deep-
rooted sources of conflict are addressed, chanigaigviors so they are no longer violent,
attitudes so they are no longer hostile, and sirastso they are no longer exploitative. The
term is used to refer both to the process (orrtention) to bring about these changes and to

the completion of the process

As the causes may vary and be drawn from diffesentces, the resolution of the conflict
also calls upon comprehensive approach that calddeas the many causes of the conflict as
they manifest. Any conflict resolution endeavor,Siedman (1999) stated, should take into
account not only the causes that led to the carflit also issues of security, and surivival
that follows once the conflict develops into viaden On the other hand Mac Ginty (2006)
stressed on the need to understand violence inlicorfle asserted that understanding
violence provides an evidential clue on the natirihe conflict, its actor’s dynamics and on
how to deal with them. Thus, conflict resolutioreds to be designed in a manner that takes
into account interdependence of key instruments tliiplomacy, development cooperation,
trade, finance and the military (Rugumamu, 200)eduires peace support activities in the
wake of peace accord in order to achieve its gd&sce support in this regard refers to
initiatives and programs conducted by third paréied local agents (Jeong, 2000). Mac Ginty
(2006) and Lederach (1999) on the other hand, maihthat conflict needs to be managed or
transformed as part of a long term attempt and ewinate on the relationship between
combatants. They asserted that, peace is a prw@@ssan event such as the signing of peace

accord.

Rebuilding relationship and a transition towardsbk peace demands mutual satisfaction
with a peace agreement and that emerges when a pgeeement fulfils the basic needs and

national aspiration of the conflicting parties.
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Generally, each conflict has unique dynamics botteims of its cause and the context within
which it occurs. This demands different conflickalition approaches for their effective
resolution. Researchers contends that, the suot@ssticular conflict resolution depends on
the bargaining in involves (Jeong, 2000). Basedhenbargaining process involved conflict
resolution mechanism can be divided into two; teeozsum bargaining and non-zero-sum
bargaining. Scholars in the field of conflict ragodn put different conflict resolution

mechanism under these two main categories. Along lthe, they put arbitration and

adjudication under the zero-sum bargaining categorand where as mediation and

reconciliation under the latter.

Mediation as a process of conflict resolution refes a process in which parties to the
conflict endeavors to reach on a mutual agreeailigisn under the help of a neutral third
party (ibid). It supports the disputant parties osfforts to manage the conflict. Most of the
time scholars in the field of conflict resolutiomgaed that, mediation is pursued when
negotiation between the two parties unsuccessfulmkediation effort, the third party
necessary to lead the parties to the conflict teeeaple position. Nonetheless, as Jeong
(2000) stated, the mere presence or involvemetiiteothird party does not necessarily lead to
resolve conflict. As he stated, the parties’ mutitkérance and determination to end the
conflict plays a paramount role. As scholars to tiedd argued any conflict resolution
endeavor should incorporate the basic principlecafflict resolution. For instance, as
Rugumamu (2001) stated, the mere knowing of thé canses of the conflict is not enough
to end the conflict peacefully. The issue of sdagwand survival that follows once the conflict
develops into violence is vital. He also adds #raiwing the nature of the actors involved in
the conflict is also important. For him each of t@nflict has unique dynamics and all
demands different conflict resolution strategies. this regard any conflict resolution
endeavor as much as possible should be comprebkessithat it can easily address the root
cause of the conflict. Along these basic princigésonflict resolution, the peace endeavors
that were made to resolve the Ethio-Eritrean conhfliave several weaknesses. In the first
place, almost all of the peace processes reachétthin-Eritrean conflict have failed to
consider the deep-rooted causes of the confliatyTdnly focused on the border issue which
was in fact the cause but not the underlying caagbe conflict. The causes of the Ethio-

Eritrean conflict were many. It ranges from poblito economic and as the same time history
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of the two countries. There were several probleinas the two countries have been faced
before the conflict like the incompatible econorarmd political interests. Nevertheless, the
Algiers peace agreement in general and its comgsnien particular did not take into
consideration all these, rather it only focusedlmnborder issues and hence on demarcation
of the border (Dima, 2006 and Medhane, 1999). Fitben very beginning, given the
multifaceted nature of the cause of the confliatpearect conflict resolution strategy was not
employed. The resolution of the conflict demandsdtrategy that could take into account the

underlying cause of the conflict.

The analysis discussed above can give us a betiderstanding of the Ethio-Eritrean
conflict. For most of the international communitgrficularly to those who engaged in the
peace process to settle the conflict, the causieeotonflict seem only the border issue more
importantly to the town of Badme. As was arguednhbgny writers, the causes of Ethio-
Eritrean conflict were many and are multifacete@wldver, the mediators to the conflict
were not able to understand the underlying causbeotonflict. They reduced the cause of
the conflict only to the border issue and all theffort were largely focused on the
demarcation process which was secondary cause totiflict. Any conflict resolution effort
as Mac Ginty (2006) stated requires the review wide range of conflict generating causes
as most of the time conflict is a multi-causal asbphenomenon. Barash (2000) also shares
the same idea and further stated that, any coméslution attempt should not only focus on
the immediate cause of the conflict rather shoualtlude the analysis of the pre-existing
historical experiences. As many writers have statedimmediate cause of the conflict was
rests on border issue (Dade, 2011; Medhane, 199D Takeste and Tronvol, 2000).
Nonetheless, the root cause of the conflict hakingtto do with the border. It goes back to
the early time of colonial period and latter a girmyvincompatible economic and political
interest between the two countries (ibid). It wlas tombination of these factors that led to
the 1998 Ethio-Eritrea conflict.

2.2. Theoretical and Conceptual Framework

The theoretical framework of this study is basedtbe liberal theory of international

interdependence. The reason why this theory isdogéea theoretical framework of the study
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is that, the researcher’s view of the importancantérdependence for the current Ethio-
Eritrean relation. At the present there is noruépendence between Ethiopia and Eritrea as
opposed to the previous time due to the 1998 bardeflict. The view is that, as a result of
the closure of the relation between them, the tauantries are facing several economic and
political problems. In the past, the two counttiese been interdependent in every aspect of
their affairs. Their economies were to a greatdemxinterdependent. There were many
things that they have been benefited from theierdgpendence. Nonetheless, given the
importance of interdependence in every aspect, aaay there is no interdependence and
cooperation between them. They are not co-operatod other. Therefore, it is in the view
of this that, the theory of interdependence is nalie a theoretical and conceptual frame
work of the study.

Before, going to the discussion of the theory ibester to have operational definition for the
term interdependence. For the purpose of this statBrdependence can be defined as a state
of affairs where what one nation does impingesctlyaupon other nations (Rosecrance and
et al, 1977). This means that, any improvementna state's position would directly and
adversely affect the other. In other words fullynflictual as well as fully cooperative
relations among states would be characterized ¢y leivel of interdependence. Most of the
time different scholars have wished to use inteedépnce in a positive sense to see higher

interdependence as a fundamental force for bettations among natiorfs.

If interdependent relations are to be interpretedhis positive way, the loose and general
notion of interdependence must yield to more pedgiand narrowly defined concepts. In
this study, "interdependence” mean the direct assitige linkage of the interests of states
such that when the position of one state changesydsition of others is affected, and in the
same directiofi.Interdependence, then, suggests a system in vetétes tend to go up or

down the ladder of international position in termfseconomic strength, power, welfare,

access to information and/or technology togetResé¢crance and et d1977).

2 See Kenneth Waltz (1970)"The Myth of Interdepem@éiin C. Kindle Berger, ed., The International
Corporation (Cambridge, Mass., 1970).

% It is striking that the literature has made litde no mention of the difference between situatiomsvhich
interdependence means movement in the same direatid when it means movement in opposed directldns.
complete interdependence in the former sense wehé\ed, nations would have no incentive to seek
advantage at the expense of each other.
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Another scholar has also defined interdependencea garticular kind of international
relationship that emerges when countries are likgdnhteractions that can be both costly
and beneficiaf. When seen in terms of economic interdependenee bémefits of these
interactions are clear. Countries trade, for examipl order to obtain the 'gains from trade'.
However, despite such benefits, international eosoadnteractions can also have substantial
costs’ As far as this definition is concerned two typdsirderdependence are generally
distinguished in the literature. One is sensitivitlyich refers to the openness of a country to
changes in other countries that are transmitte@ loyutual interaction. These changes are
usual, occurring within the context of an estaldisiset of rules and polici@#\nother type is
vulnerability which refers to and focuses on theefof changes in rules or policiédaving
this definition the following section provides tkhescussion on theories of interdependence
and their relevance to interstate cooperation.

At the present there are two types of theory tdrolependence, the liberal and realist theory
of interdependence. Liberal theory of internatiomérdependence is the one which has of
late emerged as an important phenomenon in worldiggoand a popular concept in
international relations literature as well. Theseo ttheories perceive interdependence
differently and hence, the have a contradictorywvien the importance of international
interdependence. Thus, this part brings out bbthem in order to reveal how they look at
into interdependence and thereby provide a basithie research. The whole issue covered

by these two theories is too broad to be discubseel since it goes beyond the scope of the

* This definition is based primarily on Keohane atyk (1977). The definition given by these autharsially
does not state that the underlying interactionsbareeficial as well as costly. They argue, for egkemthat the
US-Soviet nuclear balance creates a form of inferddence that involves costs but not benefits. kewat
can also be argued that the superpowers engadpsinetationship to gain the benefits of nucleatedence.
More to the point, the combination of costs anddhi&n is a crucial aspect of inter- dependenceth#
interactions that create interdependence were aogfitial in some way, countries could simply forhese
interactions to avoid paying the costs they enfidie combination of costs and benefits producetetfis in
which countries must try simultaneously to maximiEnefits and minimize costs: deterrence vs. escala
free trade vs. protectionism. These tradeoffs makeymaking difficult. They also create opportuest for
countries to pass certain costs off onto othersingthe possibility of arms races or trade wars.

® Unregulated trade can complicate domestic macraen@ planning and create serious dependencies that
expose countries to embargoes or blockades. Iienah economic interactions thus simultaneously bave
both costly and beneficial aspects, greatly comafilig relations among the countries involved.

® For example, inflation and unemployment can besimitted between countries linked by trade or epit
flows. This is of course sometimes caused by iatiwnal differences in factor prices, and is tmependent
of changes in the rules and policies governingeheteractions.

" Boycotts, embargoes, and other trade disruptiseschanges in the formal or informal rules govegnin
international trade that can impose substantigkams countries that are affected by them
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study. They have their own core assumptions irtioglao state interactions in international
system as a whole. For the purpose of this studyrésearcher took only their insight on

international interdependence and cooperation.

Liberal theory has an optimistic view on the impode of international interstate
interdependence and cooperation. The theory p&genterdependence as an important
characteristic of the contemporary internationditjgal economy in which states are open to
one another and are engaged in a large volumeaokdctions across national borders
(Suzuki, 1994). Under the growing internationalendependence, states are increasingly
motivated to cooperate to constrain unilateral cteda. Therefore, for liberal theorists,
interdependence leads to welfare, peace, socimenonand political development. In
contrast, realist theory has a pessimistic vievintdrstate interdependence and cooperation
arguing that, in the anarchic international syststates are fundamentally motivated by their
relative gains and hence their interdependencédurieads to conflict than cooperaffon
Therefore, interdependence in this globalized wddés not lead states to cooperation and
peace; rather to intense competitidod).

A number of studies have appeared on the studintefstate interdependence and its
possible benefits for them. Among these, the ganmrks of Cooper (1968) which focused

mainly on the problems of interdependence for ddimesd foreign economic policymaking

stand first. More recently, a number of studies ehalso appeared that examine the
implications of interdependence for internationalifcs. The most influential of these has
been Keohane and Nye (1977). Whatever the evolatsowell as the opposing views on the
importance of interdependence for states may Il sthdy uses the liberal view of interstate
interdependence as its theoretical framework asaptures the Ethio-Eritrean relations

adequately.

Liberal theory of interdependence, argues thatfamel peace, positive socio-economic and

political development comes when states reach #&val of complex interdependence

8 Since a gain for one state is seen as a loss bhem states constantly have incentives to takiateral
actions for extra gains. In this case interdepeoel@oes not enhance cooperation because it doesmetly
international anarchy. Interdependence may eversemothe prospect of conflict because it sharpess th
concerns for relative gains and can be manipulbtedival states to cause strategic threats and etantp
autonomy.
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(Keohane and Nye, 2001). Interdependence, accotditigeral view has a versatile benefit
for all state involved. It has a benefit of inhibg conflict among state (Moravcsik, 1997).
According to Moravcsik (1997), it is the view obédral interdependence that international
open markets and heightened economic exchange itinhilterstate hostilities.
Interdependence has also a power of increasingcbaind promoting health communication
among private actors and governments in differenintries. Rising contact and health
communication, in turn, can foster cooperative tmal relations (Mansfield and Pollins,
2003).

In the same token, the work of Keohane and Nye7{L8l&o indicates that when states reach
at a level of complex interdependence there witelsube multiple channels of contacts
between states. These multiple channels of contzmitd be revealed in terms of both
economic and political cooperation. It is when thmgltiple channels of contacts come into

being that states could develop a maximum trustcandidence among themselves.

The benefits of interdependence, as liberal argumi something limited to this alone. It has
a power to create harmonious and peaceful worldreviome could live peacefully. For
liberals commercial interdependence has a powégat states to peace. In this regard the
earliest work of Montesquieu, the French social w@ntator and political thinker stands
first. Montesquieu stated that peace is the nagffatt of trade interdependence. According
to him, two nations that trade together become ailytulependent if one has an interest in
buying, the other has an interest in selling; dhdraons are based on mutual needs (Quoted
in Ching Chang, 2005). Barry Buzan (1984) has atsengthened the assertion of liberal
view of the benefits of commercial interdependempeace. Buzan states that, a core element
of the liberal position is that a liberal economumer makes a substantial and positive

contribution to the maintenance of internation@usiy.

Added to this, interstate interdependence, beritrercial or other enables states to resolve
disputes peacefully. Masterso (2009) in his artiglealyzing Economic Interdependence and
conflict’ argues that interstate interdependence enables statesolve various problems and
even interstate disputes through peaceful meanshdfmore, the work of Dale Coupland

supports this idea that as states become moredamendent both economically and
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politically with each other they will be less liketo solve the problems through the use of
force (Coupland, 1996). As Coupland argued, thenmaason for this is that the maximum
benefits provided by interdependence would be kst disrupted as a result of war.
Therefore, according to liberal theory, interstaterdependence results in welfare, peace,

socio-economic and political development amongestat
2.2.1. Interstate Relations and Complex Interdeperghce

Our time is an era of interdependence where statexss the world are coming together for
the purpose of mutual cooperation than ever beiiorthe history of human civilization

(Keohane and Nye, 1989). In today’s globalized dioiriterstate relation to its greater extent
is influenced by interdependence nature of st&esording to liberal theory of international

relations, an increasing interstate relation f@estesense of international community as well
as the development of mutual respect and peacdftlans (Pevehouse, 2004). For liberals,
the increasing interstate interactions would sutefd states into a cohesive world where
states found themselves important for the existeficke other. In this case interdependence

resulted in a more positive and harmonious inteva@mong states.

By stressing on the importance of interdependditmral scholars have argued that it is only
when states are found interdependent that an iseteeaooperation and trust would prevail.
Therefore, it is when interdependence prevailsanous aspects of interstate relations that
states would have a better interaction and coapetabeveral studies have appeared on the
benefits of interstate interdependence out of whgahifications of interstate conflict and
cross border trade are the major ones. The wor€amfpland (1996), Krustev (2006) De
Vries (1990) and Mansfield and Pollins (2001) iradéc that, interdependence particularly
economic interdependence between states has gipgaihpact on international conflicts.

According to the above writers, interdependentestatre less likely to resort to the use of
force because of the fact that war disrupts alkeetspof state’s affairs. As for the above
writers, their view of interdependence focusestanrelation between states interdependence
and probability of conflict. Added to this James d#ason in his article ‘Analyzing
Economic Interdependence and Confliotlicates that loss in benefits of trade and ecaaom

interdependence among states results in lowermatwelfare (Masterson, 2009).
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From this perspective, one can understand thatdependence among states has a benefit of
reducing interstate conflict and enable them toehavgood environment of interactions. It
has also an advantage of enhancing states ecoramipolitical development. Therefore,
from this point of view, it can be argued that wistates are interdependent there will be
chances of cooperation both economically and palii.

2.2.2. Interstate Relation and Economic Interdepenehce

It has long been argued that, states interactiomternational system is inevitable. They
interact with each other in various ways. One amibregn is that economic interaction that
manifests itself in the form of trade relations. #iech, many of them trade with each other
because the virtues of trade make each countrgrbett economically. While interacting
with the other there are certain benefit that stateuld gain that can be seen in terms of
economic cooperation or economic interdependenios. iterdependence, if based on free
market principles including free trade and the fuibbility of resources would result in

maximum global output.

Any country breaking off such a trade relationskiguld decrease its own long-run economic
well-being, as well as perhaps the well-being sftrading partners and of other countries
(Anderton and Carter, 2001). According to libetlabory, economic interdependence is
becoming an important characteristic of the contanay international political economy in
which states are open to one another and are ehgaga large volume of economic
transactions across national borders. When stai@®ets are closely linked, events in one

state strongly influence conditions in another.

This means that, even under normal activity staesd to make constant adjustments to
disturbances from abroad. Between the interdepéndsates, there exists the
interconnectedness of policy choices that genersttesegic, or game-theoretic, aspects to
their interaction. The density of international eemic linkage determines the nature of the
strategic interaction crucially and by the way ihieh policy effects are transmitted across
the states. If policy effects are positive (maxiatian by one state favorably influences
maximization by another), the states are very Yikiel cooperate in promoting mutually
beneficial maximization policies. Nevertheless, ippol effects can be negative under
particular constraints: maximization by one statvemsely affecting maximization by
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another. If such negative policy externalities £xieoperation is not an equilibrium solution

in a static game-theoretic sense.

Liberal institutionalist scholars (Keohane, 1984&ekod and Keohane, 1986; Oye, 1986)
also argue that, despite the presence of negativeypexternalities, cooperation will evolve
as a long run equilibrium outcome. They formalizenergence toward cooperation as a
solution to repeated Prisoner Dilemmas states deal with one another repeatedly owes, ti
they acquire the ability to punish the current mooperative behavior by imposing a penalty
in the next period. If states have long planningZzums or share a long shadow of the future,
they will recognize that the rewards of cooperatiutweigh the gains from defection and
will not deviate from cooperation in attempts toxmaze their inter temporal absolute
payoffs.

Added to this, economic interdependence has alsacdying effect on interstate conflicts
(Baird and George, 2010). The work of Coupland @)9®hdicates that, economic
interdependence lowers the likelihood of war byréasing the value of trading over the
alternatives of aggression. Coupland further exgldhe importance of interstate economic
interdependence on the minimization of interstadvaflcct by saying that economically
interdependent states would rather trade than ev@ther scholars like Ralpha Cossa and
Jane Khanne have also argued that interstate economerdependence can terminate

interstate conflict and resulted in harmonious peaceful world (Cossa and Khanne, 1997).

Furthermore, Rong-1 Wu, Chyuan-Shiau and Chi-Chéma@ in their paper ‘Economic
Interdependence and Securitgke this issue further and argue that an increasing@o@

interdependence among states contribute to thelapeuwent of mutual respect and

° Keohane (1984:part 2) claims that interdependetés would create or accept "rules, norms, priesjpand
procedures” (i.e., international regimes) that emstepetitive interaction and help reduce barriers
cooperation, including uncertainty, decisional mgo@and transaction costs. Also, he argues thjtalfaough
regimes themselves depend on conditions that arducive to interstate agreements; they may alsititéde
further efforts to coordinate policies" (p. 57). dAtithere is likely to be increasing demand for iingional
regimes as interdependence grows and policy spmesne more dense" (pp. 79-80). Thus, Keohaneveslie
that regimes provide institutional structures tfeatilitate cooperation between interdependent stdte this
article, a regime is not modeled explicitly and puessibility of cooperation depends on constragmenating
from economic interdependence. For general theofi@sternational regimes, see articles in a speste of
International Organization 36 (Spring 1982) andseful review article by Haggard and Simmons (1987).
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harmonious relations as well as fosters a senset@fnational community (Wu and et-al,
2005). For this reason according to Pavehose (20@4¢asing level of interstate economic
interdependence create a more potential for pesititeractions between states which is not
only serve as a catalyst for interstate cooperdiittralso as a deterrent to future conflict. In
other words, from pure economic point of view, theore states are economically
interdependent the more they will have an inteiresbaintaining peaceful political relations

in order to sustain economic interactions and aecmhomic loss (Mochizuki, 1998).

From this point of view, we can understand thatheoaic interdependence among states has
a great pacifying effect on interstate conflictsl angreater pure economic benefit. Still for
other writers, the importance of economic interael@mce is not something limited to trade

profit and pacifications of conflict but also it$ha greater political benefit.
2.2.3. Interstate Relation and Cooperation

Understanding patterns of cooperation between matltas become an important analytic
issue as scholars of International Relations hawmecto realize that the international
environment is not a Hobbesian war of all agairiktbat a system where nations often

coordinate and cooperate with one another.

This sentence depicts that there are two typesnt@rstate interaction in international
environment. The phrase ‘Hobbesian war of all agaiall’ represents the conflictual
interstate relationship and the phrase ‘but a sysitéhere nations often coordinate and
cooperate with one another’ represents cooperainterstate relationship. Thus, in
international system as Crescenzi (2008) pointsstates interaction ranges from conflictual
to cooperation. Conflictual state relations acaogdito crescenzi refer to a kind of
relationship where there is no cordial and cooperanteraction among states (Crescenzi
and et al, 2008).

12 Mansfield and Pollins (2010) in their artidkee Study of Interdependence and Conflitgued

that economic interdependence among states fasieperative political relations.
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On the other hand, cooperative state interactiferseo a situation where there is smooth
and cordial relations existing among states. Ccitoidil state interaction most of the time alter
interstate relationship in a way that increases ¢hances of future interstate disputes,
whereas cooperative interstate relations decretmegprobability of militarized interstate
disputes and results in peaceful relations. Inagpeaative state interaction benefits gained by
state involved ranges from socio-economic to praltbenefits. According to Mansfield and
Pollins (2010), in cooperative interstate relatictates share common interest and benefits
from the furtherance of their shared interest paldirly along economic lines. This kind of

furtherance mutually benefits all involved states.

The same aspect of economic and political benefismphasized by Bhattacharya (2006)
saying that, by working together states enjoy secionomic and political benefits that may
not occur by individual efforts alone. Along themnsa line, Lloyd Gruber in his article
‘Interstate Cooperation and the Hidden Face of Powso stressean the benefits of
maintaining cooperative interstate relations byirgayhat: Cooperative interstate relations
are perceived to be higher than the anticipatexdsgaom unilateral actions of states (Gruber,
1999).

With the ever-increasing speed of globalization fivactices of interstate relation and
cooperation is increasing more than ever beforenyMholars have proven that the benefits
of cooperative interstate relations are more laledtidan the anticipated gains from unilateral

actions of state.

Cooperation in the case of Ethiopia and Eritrea $egeral advantages to the economic
wellbeing of the two countries. As kidane (1994tstl, cooperation between these two states
can give them a chance of fighting their overwhalmneconomic problems. In fact, kidane’s
discussion of cooperation between the two countnes focused on the pre-conflict
economic problems that the two countries have Waeed. The problems are still there,
though its focus is changed. At the present, tlaeeeseveral economic problems that these
countries are facing. Previously, though it wasydal limited period of time, the economies
of the two countries have been interdependent. fllee provisional governments, after

independence have signed an agreement on sew&rasiOne area of these agreements was
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Ethiopia’s continued access to the port of Assath liassaw which Eritrea has granted it.
Another important agreement was about the sharingeooil refinery at the port of Assab.
On the Ethiopian side also there were several aggrts made to help Eritrea. Soon, its

independence Ethiopia granted Eritrea to use tismal currency (Alemu, 2000

Apart from this there were also several things thattwo countries have been benefited from
the other. Among these, the Eritrean import ofedéht food products and industrial raw
materials from Ethiopia was the leading one (Bel®96). Long been the lives of Eritrean
people had been based on food import from Ethiapiech is currently non-existent.

However, with the outbreak of the conflict thesedfés have stopped. At the present both
countries are facing acute of economic and polificablems that would easily be solved if
they began working on their interdependence. Thepemtion and coordination in every
aspect of their affairs would result in economiogmerity. More importantly, their past

interdependence, geographical proximity, cultunadl dnistorical ties would help them to

soften their current status quo and lead them tpexte in the future. It is only when they
become interdependent and co-operate each othighéyacould come out from their current

economic and political mess.

2.2.4. Interdependence and Restoration of Peace

Liberals argue that, interdependence is a goodirggapoint for building cooperation on
higher and broader political and security issudse positive as well as constructive side of
liberal theory says that, interstate interdependeran bring about peace or help upgrade
peace. But, the problem is that much of the litemtexisting on liberal theory of

interdependence only focuses on the pre-existing &f interdependence among states.

Only few studies are there on how interdependerae dome into being within former

enemies. Nevertheless, there is still a gap on merdependence has come into being
among countries, which are formerly enemies whéexet is no interdependence. It is
obvious that in the case of Ethiopia and Eritrehictv this research focuses on, there is no
formal interdependence existing between the twantts at the present. However, given
that the benefits of interdependence in variouge@spof their relations, the goal of this study

is to establish some level of interdependence ¢inbeith.
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As mentioned earlier, liberal theory of interdepemck depicts that interdependence results in
peace and transition to peace is a process thgtasmthrough two stages. The first stage is
the achievement of ‘cold peace’. Miller (2005) del cold peace as a condition where the
main issues in conflict are mitigated but not fuldgolved, where there are intergovernmental
channels of communication and strong limitations tansnational activities, significant
revisionist groups exist, and the possibility ofure to war prevails should international or

domestic changes occur.

Often, the signing of a peace treaty ending then&brstate of war between the former
enemies as in the case of Algiers agreement iroHhtrean relations for example identifies
this stage. The second stage is the process afidtapand deepening the peace after the
official treaty has been signed. Miller (2005) aiguishes between two more advanced levels
of peace. ‘Normal peace’ exists when the main ssare resolved and transnational ties
begin to develop. ‘Warm peace’ will exist when saational ties are highly developed and

the return to war becomes unthinkable.

Here Stage Il (normalization) focuses on any movernfrem a cold peace towards a normal
peace and, in the long run, perhaps warm peacemVigaace in the case of Ethio-Eritrea
relation can only be achieved when both countues their attention towards reconciliation
endeavors. This process is there if and only iftéhe countries believe their interdependence
would yield something good in the near future. Wisaimportant here is to focus on the
procesof moving toward normal and warmer peace, tharefond an outcome. Both normal
and warm peaces are subsumed under the broadgomgaté ‘stable peac&" and the process
that this study examines can be described as theegs of stabilizing the formal peace. In

fact, it is the argument of this thesis that stad@dace fits much in to the Ethio-Eritrean case.

As seen above interdependence in one way or tleg o#fm contribute to the development of
peace among states, which are formerly enemiegit@eahe prevailing hostility, the future
expectations of interdependence between the foynierstile states would enable them to

restore peace. The expectations of future benaditbe generated from interdependence

1 Seexacowicz, Arie; Yaacov Bar-Siman-Tov, Ole Elgstrom & dwtais Jerneck, eds, 20 table PeaceAamong
Nations Lanham, MD: Rowman & Littlefield.
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would enable formerly hostile states to restorecpedn this case, the reality between
Ethiopia and Eritrea will not be unique. It surslypports this situation. There has been past
interdependence between the two countries, whidly 38 non-existent. Thus, their future
expectations of benefits to be gained from theeroshependence will enable them to restore

peace.

Therefore, the theory and concepts that has bessusled so far can best explain the Ethio-
Eritrea relations. Interdependence between Ethiapih Eritrea would possibly result in a
good environment for cooperation and restoratiopeaice given the reality that, Eritrea has a
port through which Ethiopia could conduct its imt&tional trade and Ethiopia on the other
hand has different agricultural products to be etgubto Eritrea like coffee and teff with
which life in Eritrea would be better. Thus, intepggndence between these two countries has
a paramount importance. Currently, because of teakidown of the relations between the
two countries, the benefits that can be gained filo&ir cooperation and interdependence are

no wherein the horizon.

Needless to say, Ethiopia’s international overdesde has long been dependent on ports of
Assab and Massawa from the early period to thereakbof the 1998 border conflict. After
the border conflict, Ethiopia shifted its way frdéntrea to Djibouti for its successful conduct
of international overseas trade. However, Eritreamse left empty handed for which
Ethiopia stopped exporting of teff and other adtical products upon which the lives of
Eritreans were based. It is undeniable hence that,absence of interdependence and
cooperative relation between the two countrieselgrgs affecting economic and political
development of both countries. Ethiopia is expdsgaay huge amount of money for port use
to conduct its international oversees trade thropgtt's of Djibouti. On the other hand,
Eritrea is facing a serious economic crisis becafisis past dependence on Ethiopian export
of agricultural products upon which the lives oftie&tan people were based. Therefore, it is
when these two states are becoming interdepentanttiiey can have a better chance of
solving economic and political problems and largedgtore peace. Thus, the following

chapters will discuss these interrelated issussine detail.
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Chapter Three
Background of Ethio-Eritrean Relations (1991-1998)
3.1 The Cordial Relations

As it was mentioned earlier in the introductiontpair this study, the coming to power of

Eritrean People’s Liberation Front (EPLF) in 199hrked the emergence of a de facto
independent Eritrean state. From this early pedaodards, Eritrea and Ethiopia began to
consolidate their relationships in various aspettaugh, there was no formal cooperation
up until 1993, the cordial relation between the teauntries began with the Ethiopian

Transitional Federal Government’s interest to ughbk right to self-determination for all of

Ethiopia’s peoples upon which the future statuEritfea was to be baséd.

It was in this early period that the new Transigib@overnment of Ethiopia (TGE) approved
a plan to hold a referendum by the Eritrean prowal government (EPG) to determine
Eritrea’s status (HRW, 20035.Despite the presence of some interaction betwieem twp

until May 1993, there was no official relationstptween the two countries. The formal
relations had to wait until the legal independeot&ritrea through the referendum in April
1993 and the official declaration of independenicErdrea on 24 May 1993. Following this,
the newly established government in both countbegan practicing cordial relations by
being close partners. This was followed by the isgof the 1993 Agreement on Friendship
and Cooperation that later formalized the relatidmetween the two countriés The

agreement reflected the commitment of the two aiesto achieve economic integration

and political cooperation (see Appendix 1).

12 See the Transitional Period Charter of EthiopigestaThe right of nations, nationalities and pespteself-
determination is affirmed. To this end, each natimationality, and people is guaranteed the rigfg]xercise its
right to self-determination or independence, whes ¢doncerned national/nationality and people isvicmed
that the above rights are denied, abridged or abeadg Ibid, art. 2 (c).

31n a letter to the U.N. secretary-general datedeldaer 13, 1991, the president of the transitionakghment
of Ethiopia, Meles Zenawi, wrote that “the peoplddtrea have the right to determine their owrufetby
themselves ... the status of Eritrea should bedéelddy the Eritrean people in a referendum to Imelected in
the presence of international observers.” Referen@ommission of Eritrea “Referendum ‘93: the Eaime
people determine their destiny,” August 1993, p.13.

14 This provision of the agreement was intended torite and further consolidate the historical aritlical
relationships long cherished by the peoples otwlecountries, and to further strengthen the affiand bonds
of friendship between them
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Accordingly, they agreed to cooperate in varioupeass: Eritrea was allowed to use
Ethiopia’s currency, Birr. In return, Ethiopia wgs/en free access to the Eritrean ports of
Assab and Massawa (Tekeste, 2000). Their tradecaodomic interaction heightened with
the signing of the September 1993 economic agreemkenthe agreement, both countries
agreed to harmonize their exchange rate policespe&rate on interest rates, create inflation
controlling mechanisms, synchronize exchange mdiand extend the privilege for the
nationalities of each of the countries to re§i@gd invest in each of their countrigsid). In
addition, according to Mamo (2002) there was a fme@vement of goods and services
without the usual import and export duties inclgdgoods and commaodities imported from
third countries. Moreover, the free movements afpgbe were also allowed to and from both
countries with the right to trade and invabid).

The cordial relations between the two countriesggiits new momentum in the year 1995 at
the time when both parties agreed to establisiea Frade Area (FTA) that came into being
at the meeting of the®Bround joint ministerial commission held in Asmé#f@keste, 2000).
According to the agreement, the two countries abteeremove all tariffs and non-tariff
barriers on goods and services traded between tl@mthermore, as Tekeste pointed out, it
was during this cordial relation period that theotparties agreed to backup each other in
social reconstruction process particularly to EatrThe best example of such rehabilitation
assistance was Ethiopia’s loan agreement betwdeméational Development Associations
(IDA)* to finance the reconstruction project of devastafgitrea as a result of war of
independence (Tekeste, 2000). The rehabilitatisis@sce was in fact to upgrade their

relation to the highest level and as tea me tinrsugtain their relations.

15 Which include cooperation on the areas of trade @mmerce, health, education, tourism, environment
finance, science, foreign policy and defense, salewongel (2008:39)

16 Article 2.3 of the agreement declared that “uniitls time that the citizens of one of the sidesdiagiin the
other’s territory are fully identified and untiléhissue of citizenship is settled in both counjriae traditional
right of citizens of one side to live in the ottseterritory shall be respected

" The council of representative of the government Eihiopia ratified proclamation No0.51/1993-A.
proclamation to ratify the credit agreement betwé&thiopia and IDA. The money secured under the loan
agreement, US$18 million utilized for the reconstian of Eritrea.
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However, the cordial relation between the two coastdid not last long. It began to
deteriorate from the year 1997 and by 1998 relatietaveen both countries reached in a low

level. Later, in May 1998 conflict erupted betweka two formerly brother states.

3.2 The Conflict

The shortly lived cordial and cooperative relatimetween Ethiopia and Eritrea came to an
end with eruption of the May 1998 border confliedllowing this, the relations between the
two countries changed from cooperation to conflidie conflict erupted in 1998 with the
Eritrean military invasion of a village near “Yirgaangle” which Ethiopia considered as its
territory (Rejouis and Zondi, 2005). Later, accaglito Kalewongel (2008), the conflict
formally started with Eritrea’s mobilization of itsilitary to Badme and its surrounding on 12
May 1998 and Ethiopia’s counter response to Ergrieaasion of the disputed territory on 13
May 1998.

3.2.1 Course of the War

The Ethio-Eritrean border conflict of 1998-2000 kqaace in three major phases. The first
was fought from 22 May to 11 June 1998, which wasflbut bloody (Kalewongel, 2008).

Both countries attacked some particular placesutfitahe mobilizations of ground and air
force (bid)'®. However, the air raid was temporarily ceasedrbggreement between the two
parties brokered by frequent telephone calls ofsiBemt Clinton to President Issaias of

Eritrea and Prime Minister Meles Zenawi of Ethiofilad).

The second phase of the conflict was fought on ueelgr 1999, which began after an
undeclared ceasefire was broken. It was initialarted when Ethiopia launched an attack
against Eritrean forces. After four days of interigghting, Ethiopian army recaptured
Badme. Though it proved unsuccessful, Eritreane®r@lso made attempt to regain Badme.
However it was unsuccessful and stalemate contimgath throughout 1999 and into 2000
(ICG, 2005).

8 The ground fighting was centered on three frontshenborder, Badme and Shiraro front in the wektesa

and Zalmabessa front in the central part and thee Bont in the eastThere were also series of air attacks.
Ethiopia attacked Asmara’s Air Port and Eritreacited Mekele and Adigrat towns.
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The third Phase of the conflict has begun in Ma@@@As Lortan (2000) and Kalewongel
(2008) stated, in May 2000 Ethiopia launched aaclttagainst Eritrean positions on all
fronts. This phase of the conflict lasted for oreel. Ethiopian forces broke through Eritrean
trenches and headed deep inside western Eritre29ay, President Issaias Afeworki of
Eritrea issued an all-front order to the army tdhdiaw from all the disputed territories
(Kalewongel, 2008). On 30 of May, Ethiopia annouhite withdrawal from western Eritrean
territory claiming that it had successfully achidvds military objective of liberating
occupied territorieslifid).

After these protracted three phases of the contictl8 June 2000 the conflict was formally
concluded with the signing of the Agreement on @ess of Hostilities (ICG, 2005).

Regarding the conflict, many writers have said botluntries have fought one of the
catastrophic and biggest wars in the recent histbrihe world (Paulos, 1999; Tekeste and
Tronvoll, 2000 and Reid, 2003). The conflict in gead has resulted in a great socio-

economic and political shock between the two coest?

3.3 Peace Process and the Signing of Algiers Agreem

Before the signing of the Algiers agreement on XBeDecember 2000, there have been a
number of peace processes, which had taken plageddhe Ethio-Eritrean border conflict.
The first of all these was the US-Rwandan led p@acposal, which contained four poifits
The proposal was prepared immediately within a wdke outbreak of the conflict with the
aim of negotiating the two parties on how to agredhe disputed area particularly to enable
them to return to the status quo that had prevéiétdre the conflict (Kalewongel, 2008).

19 As many as 100,000 people were killed in the intttemt fighting, and up to one million were drivarto
exile or internal displacement, diverting hundredf millions from development activities into arms
procurement. Above all it also became a serioublpro to peace and security of the Horn of Africze #xel
Borchgrevink and Jon Harald Sande Lie (2009:29)nd &eench lata (2007:45)Regional Conflicts And
International Engagement On The Horn of Africa

0 The peace plan was led by then Assistant Secrefagyate Susan Rice of US and by Vice President Pau
Kagame of Rwanda. Working together, they producéémework for resolution of the border conflistit it
failed to stop the fighting because it was acceptag by Ethiopia. It is main contents were thaimenitment
by both parties to resolving this and any othepuliss by peaceful means and renouncing force asamsof
imposing solutions; Deployment of a small obseméssion to Badme, while Eritrean forces should phole
from Badme to positions held before May 6, 1998refgnent to a swift and binding delimitation and
demarcation of the Ethiopia-Eritrea border; Demilitation of the entire common border, see Min&le&and
international crisis group 2003;4.
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The US-Rwandan led four-point peace proposal degthtite withdrawal of Eritrean forces
from Badme and their redeployment to positions tinelg before the outbreak of the conflict
and the reconstitution of the civilian administatf* However, the two parties did not agree
on the key points of the proposal and continuedctindlict. Though the proposal failed to
prevent the continuation of conflict, it had pathd way for subsequent peace endeavors. It
paved the way for OAU framework agreement thatofedd US Rwandan peace proposal
(ICG, 2005).

According to Kalewongel (2008), the OAU framework agreement, though it was the
second peace endeavor, contained the similar pooviwith that of the previous US-
Rwandan led peace plan. Section three of the frawleagreement; for example, suggest the
redeployment of Eritrean forces from Badme anditsoundings to the positions they held
before 6 May 1998

Ethiopia initially accepted the OAU framework aslvas the accompanying “Modalities of
Implementation” but Eritrea had reservations anfdised to accept it. It was reluctant to
withdraw its forces from Badme and its surroundangas. As a result, a heavy fighting called
“Operation Sunsef® resumed in February 1999, in which Ethiopia retoBedme
(Kalewongel, 2008). It was after this massive taily attack that Eritrea accepted the OAU
framework agreement (ICG, 2005).

When Eritrea accepted the framework agreementofthibegan to challenge the OAU
peace efforts. Ethiopia labeled the technical @eaments (the second enclosed document to

the framework of agreement) to the implementatibnthe OAU framework agreement

%L The four-point peace proposal also called theigmtb be committed to a peaceful resolution ofdbeflict.

It provided for the deployment of smaller obserm@ssion around Badme, and investigation of theinsigf

the armed conflict. It suggested both parties te@ador a swift and binding delimitation of the ter on the
basis of colonial treaties and applicable inteoretl law, and called on the demilitarization of gmire border
area.

% The OAU framework agreement, with a total of 11agmaphs, also called the parties to commit therasely
use the service of the UN cartographic unit an@oéxperts, for the delimitation and demarcatiothefborder
(Paragraph-6), investigation of the origins of #rened conflict and humane treatment of the nat®oélthe
other country (Paragraph -7).

% An operation named after President Issai@®@mment that Eritrés withdrawal from Badme is like the sun
never setting
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unacceptable, and delivered a list of questionsatteiing clarification (ICG.2003Y. Ethiopia
suspected the true intentions of Eritrea in acogptine peace proposal. Eritrea’s acceptance
of the OAU framework agreement was understood WyolBia as a strategy to buy time,
reorganize its army and launch counter attacks adni. Instead, Ethiopia preferred to

continue its military operations.

In May 2000, Ethiopia launched major attacks in tipld fronts (Lortan, 2000 and
Kalewongel, 2008). After bitter fighting, Ethiopipenetrated deep inside the Eritrean
territory, and occupied areas that were not eveitsiradministration or list of claimed
territories (ICG, 2005). The overall military offem of the Ethiopian forces and the
penetration of the army deep inside the territoné<Eritrea ignited renewed diplomatic
efforts for mediation. Mediators shuttled betwelea tapitals of the two countries and finally

succeeded to arrange an agreement on cessatiostdities, signed on 18 June 2000.

Another peace process that had taken place toinegbetween Ethiopia and Eritrea was an
agreement on the cessation of hostility signeduimeJ2000. The pillar of the agreement on
cessation of hostilities was the deployment of pkaeping forces and the creation of a 25
kilometers buffer zone inside the territory of Egi&°. The agreement called on Ethiopia to
withdraw its troops from positions it occupied aféeFebruary 1999, which were not under
the Ethiopian administratiofi. Eritrea, on the other hand, agreed to settlerdsps 25

% The OAU framework agreement was accompanied by ttleer documents, the modalities for

implementation and the technical arrangements. dlideguments were produced after Eritrea accepted th
OAU framework agreement with the view to implemtna principles in the framework agreement

% The 18 June 2000 Cessation of Hostilities Agreerfezhto the establishment of the UNMEE as adopted
Security Council Resolution 1312 (2000) on 31 MY0. The Council in due course authorized up @042
troops including up to 220 military observers foNMEE in September 2000 (Security Council Resolution
1320 (2000) on 15 September). By late October 2R®BE military observers took positions along boithes

of the disputed border, and on 18 April 2001 UNMé&e&clared the establishment of the TSZ, an actiah th
marked the formal separation of the parties’ miiteorces. On 12 December 2000, the governmenitabpia
and Eritrea signed a comprehensive peace agreémaigiers in which both sides committed themseltethe

full implementation of the Agreement on CessatidnHwstilities and to terminate permanently military
hostilities between themselves. The three key sselressed were delimitation (establishing theseoaf the
border on maps by reference to treaties and otviderce) and demarcation (physical identificatidntite
border on the ground by laying marker stones amdila&si means) of the border; compensation; and
investigations into the origins of the conflict. &tagreement thus provided for the establishmenfapfa
Boundary Commission; (b) a Claims Commission masdiab decide on all claims of loss, damage or ynjur
from either side; and (c) a commission to conducinglependent and impartial investigation into ehigins of
the conflict, see Muller, Tanja R. (2006)

% February1999 marks the day Ethiopian armed operatigainst Eritrea were started in Badme.
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kilometers away from the Ethiopian settlements. ffhaty also envisaged the formation of a
military coordination commission to facilitate teettlement of a peacekeeping mission and

monitor the implementation of the agreement.
3.3.1. The Algiers Peace Agreement

The Algiers agreement came into being on 12 Decer20@0 in Algiers, the capital of the
present day Algeria. It was initially brokered thne Algerian president, Bouteflikavho was
the Chairman of the OAU at the time. The repredmsms of various international
organizations, EU, UN and WE (ICG, 2005) witness¢lbd agreement. It contained six
Articles dealing with various aspects of the pepoecess in relation with what the two
countries should do. In the preamble part of thee@ment, the parties reaffirmed their
acceptance of the OAU framework of agreement anchddalities of implementation as well
as the agreement on the cessation of hostilities. dgreement mainly aimed at ending the
conflict. According to the agreement, the two mtagreed, “Permanently terminate military
hostilities between themselves and “refrain frora threat or the use of force against the
other” (Art 1Y%,

Article two of the agreement dealt with the pris@nef war, persons under custody in
connection with the armed conflict and the treatim@nthe nationals of the other state. In
fulfilling the obligation under international humtarian law and the 1949 Geneva
Convention, both parties agreed to release allopeiss of war in cooperation with the
International Committee of the Red Cross. The eautd the conflict also agreed to release,
repatriate and return all those persons who wetairdsl because of the armed conflict and

extend humane treatment to the nationals of theratfate residing in their territories.

The rest of the articles of the peace agreemeng wevoted to the establishment of three
commissions that would work to end the conflict.e3é are; an Independent Body to
investigate the origins of the armed conflict, autd@l Boundary Commission to decide on
the course of the boundary line and an Impartiair@® Commission to decide on issues of

compensation. Since the early stages of the conflie parties have had a series of

21 See http://www.un.org/en/peacekeeping/missiossipamee/background.html
% See appendix. 6
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disagreements on the incidents that led to thetiemupf the war. They accused each other of
igniting the violence and occupying the territofytlee other. As a result, investigation of the
origins of the armed violence has been an intquael of the mediation efforts since the four
point peace proposal of the US and Rwanda.

Similarly, the Algiers peace agreement includedavigion that demanded the investigation
of events that led to the triggering of the wart{@e 3(1)). An independent and impartial
body appointed by the Secretary General of the OWUconsultation with the General
Secretary of the UN and the two parties, was gienduty to investigate the origins of the
armed conflict and submit its report. Article 4 tfe agreement established a neutral
boundary commission with a mandate to come up waithon-appealing decision on the
disputed border. This was the central part of tpeement. Out of the 47 paragraphs of the
agreement, 17 were devoted to the establishmetimeofommission. Article 4, paragraph 2,

states the responsibility entrusted to the commissi

The parties agree that a neutral boundary commmissmmposed of five

members shall be established with mandate to delimi demarcate the

colonial treaty border based on the pertinent daldreaties (1900, 1902, and

1908) and applicable international law. The commisshall not have the

power to make decisions ex aequo et Bdgalgiers agreement Article4).
Thus, the commission was given the mandate to telimit and demarcate the boundary.
The commission consisted of five members. Eaclypeas given the opportunity to appoint
two members of the commission upon the conditiat they should be neither nationals nor
permanent residents of the parties. The four pgppyointed members of the commission in

turn would elect the president of the commissionsafth member.

The parties agreed to submit their claims to theretariat of the commission (the UN
Cartographic Unit) within 45 days after the effeetidate of the agreement. It was stipulated

that the commission would come up with a delimitatdecision within six months after it

29 Ex aequo et bono is a situation in which adjudicatdecide disputes on the basis of what is faid an
appropriate. Denying the courts the ability to makeisions on the basis of ex aequo et bono ieaption
intended to ensure that the court decides on tbe parely on the basis of the law. In theory, thisimizes the
court’s bias and leaves low discretion to the caddwever, in reality, the absence of consideratibfairness

in the decision of the court usually leads to bigss and a sense of injustice (Gabriel and Salked
kalewongel, 2008).
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held its first meeting. The parties committed tBelves to accept the decision of the border
commission as final and binding. Article 4 paradgra® of the Algiers agreement clearly
pointed out that, “The parties agree that the da&iion determinations of the commission
shall be final and binding. Each party shall respgbe border so determined as well as
territorial integrity and sovereignty of the othaarrty determined It was further stipulated
that after submitting its delimitation decisionetbommission would arrange the expeditious

demarcation of the border.

As regards to the issue of claims, Article 5 & #greement established the third organ; the
Claims Commission. The claims commission was gewemandate to come up with a binding
decision on “all claims of loss, damage or injuilyfi government, nationals and entities
owned by one over the other. The claims commisgias designed in a similar structure as
the border commission. Like the border commissiba,claims commission was constituted
with five members. According to the provisions loé tommission, each party would appoint
two members and the four appointed members ofdherission would elect the president of
the commission. The commission was given the aityhtor use relevant international law to
make decisions. It could not make decision basedegnaequo et bono” and its decision
would be final and binding. The commission was exge to finalize and communicate its
decision within three years after the completionh&f filing of claims by the parties. In line
with the Algiers agreement, the boundary commissaod the claims commission were
constituted and accomplished their tasks.

It is worth noting here that these two commissibage now completed their missions and do
not exist anymore. The boundary commission wastitatesd in 2001, which delivered its
delimitation decision in April 2002 and de-existed November 2007.The claims
commission, on the other hand, was formally com&it in 2001, gave its verdict in
December 2005 and then ended its existence. Wmiately, however, the impartial body that
was envisaged to carry out an investigation onrtbielents, which led to the border war, was
never been established.

34



3.3.2. Keeping the Peace -The Establishment of UNNEE

As mentioned above, after two years of border ecniboth parties signed an agreement on
the cessation of hostilities on 18 June 2000. le #yreement, the parties committed
themselves to the immediate cessation of hossildied to allow a peacekeeping mission to
be deployed by the UN (Sande, 2009). Thus, it wake request of the parties’ to the UN to
assist the implementing of the cessation of hassliagreement that, the Security Council
established the United Nations Mission in Eritraed &thiopia (UNMEE) in July 2000k(d).
Accordingly, around 4,200 troops and 220 militabservers were deployed on the areas of

25 km buffer zone called Temporary Security Zon84).

The UNMEE was mandated to monitor the implementatibthe agreement on cessation of
hostilities, oversee the deployment of Ethiopiarcés from positions they had taken after 6
February 1999 as well as to oversee the deploywfeBtitrean forces within 25 kilometers
distance from the new deploying positions of thieidtian forces. It was also given the task
of monitoring the temporary security zone, chag Military Coordination Commission of
the two countries, coordinate and provide technassistance to mining activities in the

temporary security zone and areas adjacent to it.

In early 2001, the UNMEE had already started it®rappon on the ground with the
contributions of many countries military personfi¢alewongel, 2008¥° In 2002, the UN
Security Council revised the mandate of the UNMBHakilitate the implementation of the
boundary commission’s delimitation decisiBnAccordingly, the mandate of the UNMEE
was expanded to include, de-mining in key areatdip the demarcation process, and
offering administrative and logistical support fone field offices of the boundary

commission.

UNMEE'’s operation was planned to be concluded whtth completion of the delineation of
the border between the two countries (AgreemertherCessation of Hostilities). However,

due to the extension of peace process and restritbm Eritrean government UNMEE was

30 More than 40 countries participated in the coutiin of military personnel among which India, Jamdand
Kenya taking the largest share.

¥ Resolution 1430(2002)
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terminated on 31 July 2008 before the completioitsaandate (Sande, 20G8)or the last
seven years, UNMEE has effectively served as a&bs#parating the hundreds of thousands

of soldiers settled along the bortfer

Nevertheless, UNMEE’s role of separating the armoéghe two countries was recently
reduced by the cutting of logistic supplies to treacekeeping force by Eritrea. With the
standing of the virtual demarcation of the bordeofJanuary 2008, Eritrea announced that it
would not accommodate UNMEE forces in its territaryy more. In a letter to the Security
Council in January 2008 President Issaias Afewerkite that, since the border was virtually
demarcated by the commission, UNMEE has continuestence inside the Eritrean territory
could be seen as occupation (Kalewongel, 2008).

Taking actions, Eritrea cut down fuel and food sigspto UNMEE. Despite the requests
from the Secretary General to urgently address$oiistic supplies, Eritrea continued to deny
UNMME diesel and food supply based on the abovaragnt of irrelevance of the presence
of UNMEE. As a result, the UN was forced to pullt &dNMEE forces from Eritrea and
relocate them in Ethiopia as of February 28b&dence, as of today, there is nothing called
the Temporary Security Zone monitored by the UNMBMtiE the armies of the two countries
are facing each other. In such circumstances, hlaace of another round of war has been
manifesting itself in the form of proxy war overr8alia. Eritrea demands to use force to
fulfill its legal rights entitled by the border conmssion. As it did in Somalia in December
2006 Ethiopia, on the other hand, is attemptingvimd its security threat.

32 Eritrea began imposing restriction on UNMEE in g&004. In March 2004 Eritrea closed off the mia&o
main supply route between Asmara and its Sectot Wesdquarters in Barentu. The Eritrean authorigéssed

to let UNMEE use the rather new, paved Asmara— teBarentu road, on the grounds that there were spid
armed rebels along the road and that the Eritre@st overnment could not guarantee the safety ef th
mission’s personnel, the restriction continued tiglwut 2005 as a result of this on 31 July 2008 UH¥EM
became terminated.

3 According to Tekeste and Tronvoll (2000:30) Ethaojs suspected of having an army of around 450,000
while Eritrea may have 350,000 soldiers along ielér.

3 See the UMEES website, http://www.un.org/Depts/dpko/missionateer/facts.html,last visited December
25, 2010
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3.3.3. The Ethiopian and Eritrean Border CommissionThe EEBC)

As mentioned above, theEBC was formally established in 2001 in accordandé the
article 4.2 of the Algiers peace agreement. Theetdgpeace agreement recommended for the
establishment of a neutral five-member boundaryrasiori® with the mandate to delimit
and demarcate the boundary between the two cosiitased on the three pertinent colonial
treaties of the 1900, 1902 and 1908 and applidabdenational law (article4.2). Few weeks
after its formation, on March 2001 the commissiegdn its task of preparing a tentative plan

on how delimitation of the borderline should prat¢ikalewongel, 2008).

The commission adopted its rules of procedure ore 2001 according to which the parties
filed their first submissions at the end of Jun®XR0This was followed by the second

submissions in September and replies in Octobet.2bfbm 10 to 21 December 2001, the
commission held hearings of the parties. The pateertook three rounds of arguments and

responded to the questions posed by the commission.

On 13 April 2002, the commission delivered its oheiation decision. The first two chapters
of the decision dealt with procedural and substantintroductions. Chapter one traces the
background of the commission to the provisionshefAlgiers agreement and states how the
commission was constituted. The substantive intbdn presents a short summary of the
history of the two countries and explains the amrersy that is involved regarding their
common border. Chapter three dealt with the manafaige commission and the law applied.
The delimitation decision was presented by categayithe border into three sectors, the
west, the central and the east. Chapter seven wihlthe boundary line marked by rivers.
The last chapter of the commission presents itsias. According to the seventh chapter of
the commission’s decision, Ethiopia was awardeddia of Zala Ambassa and much of the

Irob area but left without any specification abthé disposition of Badme.

% The five members of the Commission are the one csah of two members nominated by Ethiopia (Prince
Bola Adesumbo Ajibola, a Nigerian and former juagethe International Court of Justice, and Sir ArtiVatts,
former legal adviser of the UK Foreign and Commoailtte Office); two members nominated by Eritrea (W.
Michael Reisman, a U.S. citizen and professor eérimational law at Yale University, and Stephen M.
Schwebel, a U.S. citizen and former president efltiternational Court of Justice); and a presidefected by
the other four commissioners (Sir Elihu Lauterpadirtector of the Research Centre for Internatidreal at
Cambridge University and former legal adviser o€ tAustralian Department of Foreign Affairs) see
international crisis group 2005;pp.4.
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Initially, Ethiopia claimed Badme since it has adisiered Badme for a long time as part of
the Tigray province. Soon, an OAU official in Theadge reported to his headquarter that
Ethiopia shall retain Badme (Kalewongel, 2008). ldwer, after a thorough discussion on the
status of Badme, the delimitation decision had tbtimat Badme has to be within Eritrea.
Though, initially the two parties have agreed iwvatte as the decision of the commission
will be final and binding, at last Ethiopia rejedthe decision (ICG, 2005 and Muller, 2006).

Consequently, Ethiopia began challenging the d#dithoin decision on various grounds.

In the first place, Ethiopia’s position of challemg the decision came out of the fact that, the
contested area of Badme for which it has foughtihe has long been administered by it as
part of Tigray province of Ethiopia. The secondsmawas that the conditionality of its

earlier acceptance of the decision upon some ax@mndt during the demarcation process.
Ethiopia’s understanding was that the process ofadeation line would be subject to some
sort of modification so that the effective admirasion of the Parties could be determined. It
was on this basis that the Government acceptedghkdecision and it is on this basis only

that the government continues to do so (ICG, 2005).

The third reason upon which Ethiopia challengeddidesion of the commission was that its
failure to consider the local reality of the peoplel the area. Accordingly, Ethiopia claimed
that the decision of the commission did not take iaccount the human and physical

geography of the area and then the decision isstiajd illegal.

3.3.4 Termination of the Boundary Commission

The boundary commission was terminated in 2008 aftmished its first part of reference to

provide a valid legal deposition on the boundargdlf, 2008). Soon it has passed legal
verdict on the demarcation in 2002; challenges eaiagainst its decision from the parties
particularly from Ethiopian side. The two partii@led to cooperate on the decision. As a
result it could not go further to proceed to theosel part, demarcation of the boundary,
without the cooperation of the two parties. Sucbpsation was clearly not forthcoming. Yet

the Commission could not remain in existence indiefy.
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With avenues to progress once more blocked, then@ay Commission gave notice on 27
November 2006 of a new approach: using ‘modernnigctes of image processing and
terrain modeling, it had identified the locatiorr fine emplacement of boundary pillars in
accordance with the 2002 Delimitation Decision (e2008). It gave the parties a list of the
locations of the pillars and 45 maps illustratihg tboundary points. It invited them, once
more, to reach agreement on the emplacement didhwedary pillars on the ground. It gave
notice, however, that if in one year’s time Ethaopind Eritrea had still failed to agree or to
enable the Commission to resume its demarcatiawitses, the boundary described on the
maps would automatically stand as demarcated anch#imdate of the Commission would be

regarded as fulfilled.

Following Ethiopia’s initiation of new peace propfisthe Boundary Commission made a
final attempt to bring the two sides together ipt8enber 2007iljid). However, it failed to
do so. Ethiopia insisted that any progress on deatian required the prior departure of
Eritrean forces from the TSZ and the meeting endigabut any progressi(id). Concluding
that the two sides were unable to create the donditrequired for physical demarcation to
take place, the Boundary Commission announced add@mber 2007 that it had fulfilled
its mandate. In place of demarcation, the Commissificially presented maps to all the
concerned parties, including the UN CartographicitUshowing a complete set of
coordinates for the emplacement of boundary pill@sresenting the 2002 Delimitation
Decision.

Eritrea has acknowledged as final and valid thedioates specified by the EEBC. It appears
ready to settle for virtual demarcation and to ptderder demarcation on the map as the
final step in reinforcing the EEBC ruling of Aprd002. President Issaias was reported as
saying that the border issue in its legal, politimad technical aspects had concluded, thus
marking the culmination of the Algiers Agreemeniddhat the sole remaining task was the

unconditional withdrawal of the invading Ethiopifnmces from sovereign Eritrean territory.

Ethiopia, on the other hand, has stated thaganads the demarcation as invalid as they are
not the product of a demarcation process recogrizethternational law. It has described
virtual demarcation as a ‘legal nonsense’ and raaiatthat border demarcation cannot be

recognized unless the pillars are positioned orgtband (Healy, 2008). Since 2007 Ethiopia

39



has stated with growing emphasis that it has aedepghe Boundary Commission
Delimitation Decision, and that what was now neaggsvas for Ethiopia and Eritrea to sit
down together and discuss exactly how to demaite&tdoorder as what it has done in the
five-point peace proposal which sought the physilegtharcation of the border to be worked

out through dialogue.
3.3.5 The Ethiopian Five-Point Peace Proposal

Following Ethiopia’s rejection of the decision dfet boundary commission, the problem
around the border area continued to be tense thoai?000 to the present. The Eritrean
government puts the implementation of the decisibthe boundary commission as a pre-
condition for the normalization of the relation adidlogue between Ethiopia. Initially the
two countries agreed that the decision of the bansndommission will be final and binding.
However, after the commission delivered its decisin2002, Ethiopia came with reservation

and failed to accept the decision of the commission

Instead, Ethiopia continued denouncing the decia®uanjust and illegal. While denouncing
the decision of the commission as unjust and illega November 2004 Ethiopia came up
with its own initiative called five-point peace jpasal. Prime Minister Meles Zenawi of
Ethiopia initiated it. As mentioned in (ICG, 200the proposal was motivated to repair the
distorted public image of the country as defiantimternational law. In its new peace
proposal, Ethiopia accepted the decision of the mmsion in principle and called for
dialogue to the immediate implementation of theindightion decision in a manner
“consistent with the promotion of sustainable peace brotherly ties between the two

peoples” and with a view of future normalizationrefations®®

Though the proposal shows some commitment thabfithihas towards peace process, it

remained logically unsound to the Eritrea. It wadthing less than a call to the Eritrean

% The initiative as indicated in the Internationabisr group report reads as; Resolution of the déespetween
Ethiopia and Eritrea only through peaceful mearesdRution of the root causes of the conflict thitodgalogue
with the view to normalizing relations; Acceptaniog Ethiopia, in principle, of the Boundary Commsi
decision; Agreement by Ethiopia to pay its duegh® Boundary Commission and to appoint field liaiso
officers; and Immediate start of dialogue with Wiew to implementing the Boundary Commission’s dixi in

a manner consistent with the promotion of sustdeadeace and brotherly ties between the two peoples
(International Crisis Group,2005).
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government to come to dialogue for the implemeotatof the decision of the border
commission. It shows Ethiopia’s acceptance of tldindtation decision only with a

condition and called for dialogue that would bedgai by two considerations; Ethiopia’s
acceptance of the decision of the border commissigorinciple and the adherence to the
principle of give and take. As a result, Eritrepected the initiative typically by stressing on
the phrase that “Ethiopia’s acceptance of the deti®f the boundary commission in

principle.”

Following this, the two countries began deployihgit military power around the bord&r.
In December 2004 Ethiopia moved its military poweethe border area believing that Eritrea
could unilaterally implement the decision of theubdary commission (ICG, 2005). In
response Eritrea was also stepped up its militegdines® that later followed by an
expected banning of all flights by UNMEE helicogterAccording to the report of
International Crisis Group 2005, the main reasantti@ ban of UNMEE flights was that
Eritrea perceives the presence of the UNMEE as &itipa on its territory.

Following the restriction imposed on the UNMEEiates, as indicated above in the five-
point peace proposal, Ethiopia moved some stepsgaforin accepting the decision of the
boundary commission in principle. However, thoudie tpositive gesture that Ethiopia
showed towards accepting the decision of the bayndgmmmission was something

promising as it may appear, it did not go far erfoug

3.3.6. An Assessment of Algiers Peace Process atslWeaknesses

The Ethio-Eritrean conflict started in the remoteder town of Badme. Soon the outbreak of
the conflict, international community moved to héhe parties avoid going to war and solve
their problem amicably. Initially, diplomats and dmgors must have been tested by the

boring task of verifying the claims and counterirals of playing victim by the parties. The

37 Following the rejection of the five-point proposig situation around the border began to detdgofn 16
December 2004, Ethiopia moved seven additionakitius, including a considerable component of argriour
within 25 to 45 kilometers of the southern bordethe TSZ in the western sector. It described tglayment
as “defensive”, while some international obsenamsessed it as an attempt at “dissuasive detefrerice
prevent Eritrea from unilaterally “implementing’@tBoundary Commission’s ruling by moving its owoadps
into theTSZ.

3 Eritrea began preparing air force training flightistribution of small arms to units along thedmrand
dunging of new trenches in key defensive positeses international crisis group, 2005
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amount of time and energy that the fact findingcpss consumed was enormous. It leads one
to wonder if it were more than a coincidence tlet temotely Badme happens to be the
flashpoint for the clash. Third parties had no w&knowing what exactly happened in the
remote area of Badme. Mediators were visibly abss lto distinguish the victim from the
aggressor. It took years to answer a question ahewxact location in relation to the border;
who was administering it before the conflict, wihappened on May i2and the previous
days (Rejuois and Zondi, 2005).

All efforts of Ethio-Eritrean peace process havastfar failed to bring a good closure to the
conflict. Neither the diplomatic negotiation noetbomprehensive Algiers peace treaty could
bring peaceful relation between the two countrié®e decision of the boundary commission,
the presence of UNMEE and the five-point Ethiopgi@ace proposal for dialogue were at all
unable to bring peace between them. Their failarachieve lasting peace has brought great
problems to both countries and the region as aev(sde chapter four). Many writers have
argued that, there were several reasons why atlepeadeavors particularly of Algiers peace

agreement with its components failed to resolvectiglict.

One among these was Ethiopia’s nhon-compliancedaldtision of the boundary commission
(ICG, 2008 and Ashenafi, 2009). Initially, duringetsigning of Algiers Agreement the two
countries have agreed as the decision of the cosioniswill be final and binding.
Nonetheless, Ethiopia rejected the decision (I@B52and Muller, 2006). The second reason,
as many writers argued, was the wrong conflicttstna employed by the international
community (Dima, 2005 and Medhane, 1999). In pglecimediation needs to be carried out
with proper understanding of the nature of the kconfand the parties. Nevertheless,
mediators in the Ethio-Eritrean peace process hamugh understanding of the real and
deep-rooted cause of the conflict. The Ethio-Eaétr conflict, as many writers have argued
was caused by several incompatible political armhemic interests (ICG, 2008; Dima, 2005
and Medhane, 1999). However, all the mediatioareffreduced the cause of the conflict to
only border issue and have focused on its resoiytimd). Largely, all endeavors of peace
process do not take into consideration what catlesonflict. The root cause of the conflict
was not given focus by the mediators. They only gaipecially attention to the border issue
which, as many argued, was secondary (Dima, 20@&wongel, 2008 and Medhane, 1999).
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Particularly, as Medhane (1999) stated the rulingp@ boundary commission did not provide
the framework for the peaceful resolution of thaftot. In this regard, had the impartial
body that was envisaged to carry out an invesbgadn the incidents that led to the war been
created, peace would have easily been achievepgeAthe Algiers agreement, this body was
mandated to investigate on the causes that ledet@anflict. Nonetheless, it has not been
created. Had it been created, the root cause ofctmélict would have been properly

addressed and peace be achieved.

The last reason for the failure of Algiers agreemeas blind justice given by the ruling of

the boundary commission. The ruling of the commissawarded the town of Badme to
Eritrea without taking into consideration the fabibut Badme. The town of Badme had long
been administrated by Ethiopia. However, the comsimmsdid not consider this reality and it

just blindly given the area to Eritrea, for whicthipia rejected the decision.
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Chapter Four

Economic and Political Impact of the Ethio-Eritrean Conflict

Introduction
The demise of the Derg regime in 1991 and the cgrtonpower of the two rebel groups,

EPLF and EPRDF in Eritrea and Ethiopia respectivedys a landmark development in the
history of Ethiopia in several ways. Politically,n@w country Eritrea came into existence.
Moreover, economically, the independence of Eritined991 has brought a great challenge to
Ethiopia’s international overseas trade. Befordr&ais independence, the two international
ports in Eritrea, Assab and Massawa were undecdhg&ol of Ethiopia for more than half a

century. This was true starting from the indeperdesf Eritrea from Italian colony in 1941,

up to 1991. Beginning from the above period up tdré&a’s independence, Ethiopia had
enjoyed full control of the ports of Assab and Maga and has been conducting its
international overseas trade though these portsieMer, this right came to an abrupt halt
with the creation of independent state of Eritr@léofving which the sovereign possession of

Ethiopia over these ports ceased to exist anddfterat became a landlocked state.

This chapter will discuss both political and ecomommpact of the Ethio-Eritrean border
conflict both of which have been analyzed and emitextensively by many. However, for the
purpose of bringing this in line with the objectivef the study, it is essential that these are
discussed and understood in context. Therefordewhe discussion on the political impact
of the conflict largely focuses on the post Algipesace agreement and political development
between the two countries, the discussion on ecanonpact of the conflict looks in to the
possible challenges facing Ethiopia and Eritreaweieer, the chapter begins with the brief

discussion of the past trade ties between bothtdesn

4.1 Economic Impact of the Conflict
The origin of trade and economic relation betwed®n tivo countries has gone back to the

Eritrean independence period. As Tekeste (2000Mardo (2002) stated, soon the two-rebel
groups assumed political power in their respeatmentries, they began launching new trade
and economic relation between them. Initially thwe tountries have agreed to cooperate in
every aspect of their affairs. Ethiopia was agreedllow its national currency to Eritrea and
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Eritrea on the other hand granted Ethiopia frees&to its ports of Assab and Massawa. Up
until the outbreak of the conflict, for at leasvase years, the economies of the two countries
showed a high degree of interdependence. Livesritne& were based on food products
notably ‘teff’ that was gained from informal andriiwal cross-border trade with Ethiopia
(Belay, 1996). Beside, Ethiopia has also been sgrkiritrea as a major market place for its
industrial outputs. On the other hand, Eritrea wkE® found so important for Ethiopian
economy in that it has been serving as a tranate shrough which it has conducted its
international overseas trade (Girma, 2009). Howeweéh the outbreak of the conflict such
economic interdependence between the two courttaescome to an abrupt halt. The past
trade relation and all other benefits gained fromirtinterdependence was ceased. As aresult,
Eritrea was forced to import various consumabledpots from different distant countries
like Yemen and Saudi Arabia (Ravinder, 2004; He2007 and/enkataraman and Solomon,
2011). On the other hand, Ethiopia also lost ghtrof free access to Eritrea’s port of Assab
and is exposed to pay huge amount of money foraDjilport services (Girma, 2009). With
this general highlight, the following subsectiongega brief discussion on the impact of the

conflict on the economies of the two countries.

4.1.2. Impact on Eritrean Economy

As it is narrowly mentioned in the above sectioe ttonflict and the strained relation
between the two countries has greatly affecteddant economy. Largely, Eritrean economy
to its greater extent has been dependent on Ethinpnany aspects. In the past, significant
portion of food import for local consumption in &ea was come from trade with Ethiopia
(Belay, 1996; Phillips, 2006 andavinder 20014 As the above writers stated, because of
different natural and human factors Eritrea haglyaproduced less than half of its food

requirements.

As a result, the country has showed structural nidgece on food imported from different
countries notably of Ethiopia. Most importantlyfftethe staple high land grain upon which
the lives of Eritreans were based was imported fegmopia. As Styan (2004) indicated, out
of the overall Eritrea’s import from Ethiopia, 508bit was food imports typically of ‘teff’. It

was not only food produces that Eritrea has begpoited from Ethiopia but also other

industrial raw materials (Belay, 1996). David Stytakes this issue and further stated that,
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Eritrea have been imported different industrial raaterials such as crude minerals, mineral

fuels, oil seeds and chemicals from Ethiopia (Sty@04).

In addition to the above-mentioned food and indalstaw materials import, Eritrea had also
been dependent on Ethiopia for its export as vighiopia had been serving Eritrea as a
major market place for its industrial outputs (Bel#996). As Styan (2004) stated, out of the
total Eritrea’s commodity export 67% of it was exed to Ethiopia. This indicates that

Ethiopia was a major market place for Eritrea’suisttial products.

Another dimension of the impact of the conflict Britrean economy is evidently the loss of
the port traffic transiting to and from Ethiopiavhe port of Assab. Because of the re-routing
of Ethiopia’s international overseas trade from plogt of Assab to Djibouti, Eritrea lost the
revenue generated from Assab port services. Apham (2007) stated, the loss of such a
port fees has bought major impact on Eritrea’s guvental revenue. According to the IMF
estimate, the primarily port fees paid by Ethioptampanies for port use of Assab fall from
22% of the total government revenue prior to 1968ust 5% during and after the conflict
period. Such a loss, furthermore, was also accormgary multiplier effects of the loss of

associated economic activities and employment artlm ports of Assab and Massawa.

Generally, the nature and magnitude of the padreas import and export trade with

Ethiopia and other countries is illustrated in thiéowing tables.

Table 1. Eritrea: Overall Directions of Exports, Origin of Imports; and Trade with
Ethiopia from 1984-1998 (In Millions of Birr/Nakfa)

1994 1995 1996 1997 1998
Total exports 297 529 520 375 197
Exports to Ethiopia 208 354 342 238 52
As % of overall exports 52% 67% 66% 63% 27%
Total imports 1993 2536 3063 3062 2693
Imports from Ethiopia 91 147 262 275 25
AS % of overall imports 5% 6% 9% 9% 1%
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Sources: extracted from IMF Eritrean statisticgieqdix IMF staff country report No 00/55,
April 2000 table 29, 30, and 31

Table 1 shows that economic relations appear te lh&@en much more beneficial to Eritrea
because Eritrea’s exports to Ethiopia were graater its importsFrom 1994-1998, Ethiopia
shared 2/3 of Eritrean exports. For instance, i#51®hile just 6% of overall imports, worth
147 million birr came from Ethiopia, a full 2/3 &fritrea’s exports (67%) worth 354 million
birr went to Ethiopia, the bulk of which was maraitaed products notably textiles, food
ware and beverages. As depicted in the above tabile,overall directions of Eritrea’s import
and export showed a level of increment consecwtifa four years. However, at the eve of
the outbreak of the conflict, both Eritrea’s impartd export trade with Ethiopia reduced to

almost none when compared to the past.

Currently, as Phillips (2006) indicated Eritrearo®a@my is in a state of hardship with food
and oil shortages. With the outbreak of the cotflise formal and informal trade links and
food imports from Ethiopia was stopped, and lefitrean people suffering acute of food
shortage (Ravinder, 2004). As mentioned earlieryrfantors have contributed to this. As
Healy (2007) and Ravinder (2004) noticed, the arhafnfood imported from different
countries is becoming below the general consumpéeel of the people. Phillips (2005) also
further indicated that, the mass conscription hagrided many industries of workers and
private sector in Eritrea. In January 2005, theegoment in Eritrea introduced a currency
declaration form to control all transactions and dewn the people only to wait for
remittances from Diaspora (ibid). At present, tlved in Eritrea are based on remittances that
come from Diaspora Eritreans. Since its indepenelelBdtrea has not showed a level of self-
sufficiency in food productions rather as (Bela§9@ and Styan, 2004) indicated, it has long

been depending on agricultural products importethfEthiopia and other donor sources.

An International Monetary Fund (IMF) staff repouigished in June 2003 starkly revealed
the centrality of remittances to the Eritrean ecoyothe importance of the Diaspora for the
public finance and foreign exchange. Accordinghi® teport, the level of bonds issued to the

Diaspora reached 3.1% of Gross Domestic ProductP)3D the 1999 and grants amounted
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to 3.2% GDP in 2006’ There is a great dependence of Eritreans on @moits coming from
abroad. However, such dependence on remittances pasite problem to further economic
growth of the country. Initially, during the wahe& amount of remittances gained was high
however, over the durations of the war and theesrisf legitimacy surrounding the

increasingly authoritarian president, the amountaiittances have further declined.

Of even more significance for the core concernshef study are the ways in which the
conflict and the stalled relation between the twourdries affected a drastic change in
Eritrea’s pattern of foreign trade. For Ethiopiade with Eritrea was of a minor significance
overall. This of course does not mean that it isielass to Ethiopia as a whole. However,
relatively speaking it was more worth to EritrearthEthiopia. In fact, clearly trade with

Eritrea was of a great importance for neighboringrdy province of Ethiopia. Data is

lacking on all aspects of cross-border trade, nigma and remittances. However, for the
Eritrean economy, trade with Ethiopia was of a majgportance. It presented two thirds of
all export earnings in 1997 with exports represenaround 10% of overall national income
in 1997 (Styan, 2004). Generally, before the cohfliarticularly during the cordial period,

Eritrea has pursued an export-oriented trade pofBiyen this, the loss of the Ethiopian

market therefore, appears crucial long-term impadEritrea’s economic development.

This was doubly important given the emphasis putnrexport-oriented industrial growth
strategy for the economy as a whole. This is sicgnitt in the industry, which accounts for a
larger share of GDP in Eritrea than agriculturecdxding to the IMF figure, the industrial
sector accounts 27% in the late 1990s where aagteultural sector only accounts 16% of
the total GDP of the country in this y&arGiven that, the conflict, temporary at least,
removed the industrial sector’s primary market eland raw materials, which has a very
significant implication for economic stability anthe potential for future recovery and

growth.

39 See IMF Country Report 2000 No. 00/55, Eritredested issues and statistical Appendix
0 IMF Country Report 2000 No. 00/55, Eritrea: stdedssues and statistical Appendix
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4.1.3 Impact on Ethiopian Economy

Like that of the Eritrean case, the conflict hasoahffected Ethiopian economy in various
aspects. Currently when compared to Eritrea, Ethibps registered a significant economic
development. As indicated in different governmemgborts this slight and significant
economic development is registered due to the gowent's collaborative work with
different Asian countries like China and India. Betty, in the year 2009/10 Ethiopia has
achieved 12.7% of annual economic developrferibwever, when it is seen from the point
of view of the conflict and the closure of tradéation with Eritrea, Ethiopian economy is

impacted to well.

The most important aspect in which we can see riigact of the conflict and the stalled
relation on the Ethiopian economy is through Etldspmaritime communication. Unlike
the present landlockedness and fully dependencycamstal states for its conduct of
international overseas trade, Ethiopia had beenaobrtbe major maritime countries in the
Horn of Africa. It had a long history of accessie sea that goes back to the ancient history
of Axumite civilization during which it had condwct international trade through the port of
Adulis*. Starting from the early Axumite period of the BE to the ¥ century, Ethiopia had
been using the port of Adulis as its main getaveathe sea.

Next to Adulis the port of Assab and Massawa, wlaoh currently under the possession of
Eritrea, had been serving Ethiopia for many yekws. the past several years, it had been
enjoyed full possession over the ports of Assab Miadsawa. This was particularly true
while Eritrea was part of Ethiopian territory. Hovee, following the independence of Eritrea,
Ethiopia became landlocked country and joined até@ land locked African staté The
Eritrean independence in 1991 converted Ethiopia fandlocked state dependent for its
maritime communications on costal states of Eritee&l Djibouti. In fact, as Tsahaye
Gl/kidan, spokesperson in the Ministry of Ethioploreign Affair§* and Clapham (2007)

“L http:/vww.nationsencyclopedia.comrica > Ethiopia (accessed on 6 June2011)

*2 See Abir Mordaechai (1980 thiopia and the Red Sea: The Rise and DeclindefSolomonic Dynasty and
Muslim-European Rivalry in The RegidRRANK CASS AND COMPANY LIMITED, 2 Park Square, ktn
Park, Abington, Oxen, Ox14 4RN pp 19-25

*3 The fourteen African land locked countries are sB@mna, Burkinafaso, Burundi, CAR, Chad, Lesotho,
Malawi, Mali, Niger, Rwanda, Swaziland, Uganda, Xéamand Zimbabwe see

“*4 From interview conducted on Feburary 16, 2011 imistty of Ethiopian Foreign Affairs
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stated, this by itself did not create a major peabin that, Ethiopia had been landlocked for
many years right from the early Ottoman Turkishupation of the area around Red Sea
coast up to the federation of Eritrea with Ethiopid 952. Of course, this does not mean that
the situation has not certainly reduced Ethiopagisnness to international trade. Rather, it is

to mean that it was generally been manageable.

The port of Assab, which is currently under thalt@tossession of Eritrea, has been serving
Ethiopia for the past many years. Up until the leorconflict, more than 80% of Ethiopian
overseas trade was conducted through the port sditAsThe bulk of Ethiopian export has
been directed to external market through the pbtiring this period, only 15-20% of
Ethiopian foreign trade had been conducted throtingh port of Djibouti (Girma, 2009).
Nonetheless, with the Eritrea independency, Ethidmst its full possession over the port and
its access reduced to be determined by agreeriénts, in 1993 the newly independent state
of Eritrea and Ethiopia signed a protocol of untirding upon which the issue of Ethiopia’s
access to the sea was solved. As mentioned eatieording to the protocol the port of
Assab was freely given to Ethiopia (Tekeste, 2000).

Nevertheless, with the outbreak of the border ccinfthe whole share of Ethiopian
international trade was re-directed to the porbpbouti. Up until the conflict, the viability
of the port for Ethiopian international trade wamimal. However, after the conflict the port
has become the only significant port for Ethiomaconduct its foreign trade. Currently, the
port is serving about 98% of Ethiopian foreign &adnhich is about 85% of the whole port
traffic (Girma, 2009). As he stated, with the clasof Ethio-Eritrean trade link, the growth of
Ethiopian trade volume via the port of Djibouti werp from 1.7 million tonnes in 1997 to
3.1 million tonnes in 1998 and 4.2 million tonnas2002. This figure depicts only the early
total of Ethiopian trade volume at the port of Djiti. Currently, the volume of Ethiopian
foreign trade at the port is doubled its self twibe earlier one. It accounted 8.1 million
tonnes in 2009 and 8.8 million tonnes in 251MNevertheless, the port has only the capacity
of handling 10 million tonnes of cargo and 500,C&htainers per annum. It has also

180,000 m of storage space. With this, given the storagexciap of the port and a rapid

*5 From interview with Ato Birhan Eshetu, expert ammbnomist in Ethiopian shipping line S.C on 17 eby
2011.
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increment of Ethiopian trade volume, it is eviddmdt in the near future Ethiopia will face a

problem in its international trade.

The conflict and the strained relation, therefdraye disrupted the direction of Ethiopian
international trade. It redirected Ethiopia’s fgritrade from a freely accessed port of Assab
to the more pricey port of Djibouti. As it was memed earlier, as per the protocol
agreement, the port of Assab was freely given todpta. However, with the conflict this
free access was stopped. This brought most obyiaishdvantaged Ethiopia, to find longer
and more expensive outlet for its foreign tradefakt, the closure of the trade between the
two countries does not only harm Ethiopia but &sitrea as well in that a lion share of its
economy was heavily dependent on its strategidilmtdoetween Ethiopia and the Red Sea.
As stated earlier, the revenue generated from gentices was a base for its economy.
However, with closure of the trade between the ¢twontries such advantages have stopped

and are yet to resume.

Ethiopia is also not in a position to resume itstpeade relation with Eritrea nor has it shown
willingness to use the port of Assab which it haetb utilizing unrestrictedly. Given this, the
major economic problem faced by Ethiopia is thad forced to pay a huge amount of money
for port services. According to Ethiopian tradetistees, the overall Ethiopian trade volume
at the port of Djibouti is increasing from year year. For instance, in 1998 the overall
Ethiopian trade volume accounted 3.1million tonpes year. However, according to the
interview made with Ato Birhan Eshetu, an economipert in Ethiopian Shipping Lin&s
S.C, in 2009-2010 it accounted 8.8 million tonn&s.a total trade volume increases the
amount of charge Ethiopia is expected to pay irs@gaFor instance, as Birhan stated, in the
year 2006 the total Ethiopian trade volume at the pf Djibouti accounted 5.3 million
tonne. At this particular year, the total amountrmfney Ethiopia paid for port services was 2
billion birr (ibid). However, at the presetite estimated total transit costs are about twdiamil
dollars per day, and 12.4 billidrbirr per annunwhile its total trade volume is 8.8 million tones
which literally bleeds the economy of the countfythis amount of money is used for other

purposes, it will contribute a lot to the investrhehthe country.

“5 The interview was conducted on 17 February 20Bthibpian shipping line S.C
4" See also http://www.kilil5.com/news/23346 _highbdjiti-port-tariffs-hurti (accessed on May 13, 2011
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Another problem related to this is that, currenBghiopia is not comfortable for its
dependence only on the port of Djibouti. The hugwant of money that Ethiopia is charged
is causing discomfort on Ethiopian sitldt began seeking for other alternative port sawic
like the port of Berbera in Somalia and port of Mmssa in Kenya. If these two alternative
sources are activated then the fear of dependencaly one port will be reduced, though it
may have other problem like too distance from téeter, Addis Ababa. Except the port of
Berbera, which is too small in terms of its capadihe port of Mombassa is too far from
Ethiopia. It is found at a distance of around 18@#from Addis. Thus, if the problem with
Eritrea be solved in a manner that any one woulgketx such economic hindrances will

easily be solved, and the two countries will bedfiged more from the link.

4.2. The Political Impact of the Conflict

The 1998-2000 Ethio-Eritrean border conflict and #talled relation between the two have
brought about serious political instability boththwn them and by extension to the region as
a whole. Politically, throughout the first decadetlte outbreak of the conflict the relation
between the two countries continued to be tensgniffiant element of Algiers peace
agreement and the expected decision of the boumdanynission, as both countries agreed to
be final, has remained unimplemented and dissatisfa between the two countries

continued.

As a result, stalemate continues and has resuitpdlitical instability throughout the Horn.
Both countries began practicing a tradition of purg foreign policy through providing
support to proxy forces in neighboring countried ather opposition forces. Destabilization
actions and development of proxy wars inside tlvel tate has become common practice of

the two countries. The following section highlighihis in some detalil.

4.2.1 Destabilization Action and Expansion of Proxyar
Destabilization action and expansion of proxy wassde the third state of the region are the
two important political developments characterizihg post Algiers relation between the two

countries. Failure to restore peace between thesnldthto these political developments.

“8 http://ports.co.za/didyouknow/article_2006_01_215&html, Ethiopia’s Search for a port Jan 21, 2006
author: The Reporter (Addis Ababa) accessed oneéxeidber 2010
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Neither the ruling of the boundary commission @ tonsecutive diplomatic engagements
did bring peace in the relation of the two courstriglthough there have been a wide range of
effort in peace, peace and normalization are nogvimethe horizon between them. No aspect
of Algiers agreement is able to bring normalizatidhe two parties were unable to agree on
the ruling of the boundary commission.

Instead, as many writers have argued, the two desrttave engaged in destabilizing action
of the other and involvement in proxy wars inside third state of the neighboring state of
Somalia (Dade, 2011; Daniel, 2011 and Kidist, 20Kk far as the post Algiers political
development between the two countries is conceithedwo countries involvement in proxy
war inside Somalia has brought great instabilittha Horn in general and inside the two
countries in particular. The continued stalematgvben the two countries developed into an
indirect war in Somalia. Throughout 2005-2007/8 @banhas become a battleground in

which the forces of Ethiopia and Eritrea have fdugh

As Daniel and Paulos (2011) pointed out, the pmay has first begun by Eritrea because of
the US Government and international communitiesvamanted diplomatic and political
support to Ethiopia. As a result, Eritrea beganiagimtraining and financing major insurgent
groups in Somalia aims to weaken successive tranaitgovernments in Somalia, which are
generally seen as close allies of Ethiopia andUWBe As Daniel and Paulos (2011) and
Menkibaus (2007) stated, this is also intended rtmdyce a direct threat to Ethiopia, as
instability in Somalia can spill over to Ethiopig &ggravating and steering the restlessness in
the Ogaden region of Ethiopia. In 2006 with the@asing level of insecurity in Somalia, the
two countries began taking sides with the rivaliparin Somalia. Ethiopia began providing
support to the forces of TFG and Eritrea to thederof UIC (Menkibaus, 2007). When
conflict in Somalia broke out in 2006, Eritrea dooed providing material and military
support to the Union of Islamic Court (UIC), thetian struggling with force of Transitional
Federal Government (TFG) of Somalia, to assumeigallipower.

In this regard, Eritrea’s actions seem to have ounds, as they include hosting individuals

such as Sheikh Hassan Dahir Aweys (a national ahdla), who is one of several
individuals designated by the UN Security Coundl a terrorist on its list of suspected
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terrorists?® Formerly a leader of a Somali Islamic group knoas al-Ittihad al-Islamiya
(AIAl), Aweys is suspected of involvement in thedB3terrorist attacks against US embassies
in Kenya and Tanzania. His involvement in thesack was allegedly funded by the leader
of al-Qaeda,Osama bin Laden. As Daniel and Padlekl) and Jonathan (2008) pointed out,
between September 2007 and mid-2009, Aweys wagedffsanctuary by the Eritrean
government and was openly living in Asmara durihgs ttime, in contravention of the
measures adopted by UN Security Council Resoluti®®8 (2001). In using Somalia as a
proxy war, the Eritrean government has violated M &kcurity Council sanction that has
imposed, among other things, a travel ban and ams @&mbargo on certain groups in
Somalia>® The embargo has been violated by several countfigsea being one of the
major violators. This has been verified by the pdig reports of a panel of experts and a
monitoring group established by the UN Security @uoluto oversee the sanctions imposed

on Somalia*

The Eritrean government has never admitted thaast continuously provided military and
financial support to Somali political forces thadvie been fighting the transitional
governments in Somalia. However, Eritrea claimg thhas a moral responsibility to offer
political support to the people of Somalia. Thelem lies in the fact that the Eritrean
government does not recognize the transitional gowents in Somalia as legitimate
government, claiming that outsiders imposed itloe $omali people. This is a concern that

should really have mattered most to the Somali lggopnd, by logic, the Eritrean

“9 See the Consolidated list of targeted individwald entities associated with al-Qaeda, Osama hier,zand
the Taliban, compiled by the al-Qaeda and TalibancBons Committee, last updated on 9 October 286&.
also US Department of State, Office of the Coordindor Counterterrorism, Comprehensive list ofdeists
and groups identified under Executive Order 13224December 2001. On 20 November 2008, the Office o
Foreign Assets Control (OFAC) in the US Departmehtthe Treasury added a person named Mukhtar
Abdullahi Ali to the list of Specially Designatedabionals (SDNs), which are generally referred to as
‘terrorists’. The person carries an Eritrean pagspod is born in Eritrea. See OFAC, The terrori&amnctions,
December 2008, http://www.treas.gov/offices/enfareat/ofac/programs/ terror/terror.pdf (accessedvig/
2011).

0 The UN Security Council, by Resolution 733 (199&ged all states to implement a general and cample
arms embargo on all deliveries of weapons and anjlitequipment to Somalia until the Council decides
otherwise.

*1 See, for example, Report of the Monitoring GrompSmmalia, submitted in accordance with Resolutioa4
(2006), UN Doc S/2007/436, 17 July 2007; Reportthf Team of Experts, submitted in accordance with
Resolution 1407 (2002), UN Doc S/2002/722, 3 JW9Q2 Annex 4. In one of the reports, Eritrean Celon
Yusuf Negash Warque is mentioned as a person iadoiv violation of the arms embargo. See Repothef
Monitoring Group on Somalia, para 5.
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government does not have any stake in this. Nolestfiesince Ethiopia has been a close ally
of the transitional governments in Somalia, it appehat Eritrea’s involvement in the Somali
conflict has come about as a reaction to its confith Ethiopia. Aside from the old
antagonism between Eritrea and Ethiopia, it is a@tgportant to identify the real motives

behind Eritrea and Ethiopia’s interests in Somalia.

One of the most important factors in judging whathihe two countries has greater interest in
the stability or instability of Somalia is theidaéve proximity to Somalia, although this may
not be taken as a conclusive factor. All three toes belong to the Greater Horn of Africa
region. However, Eritrea does not share any combooders with Somalia, whereas Ethiopia
shares one of its longest borders with SomaliaaiGleany form of instability that foments in
Somalia, particularly as there are some Somaltipaliforces who have declared a jihad war
against Ethiopia, may seriously affect Ethiopiaatidition, Ethiopia and Somalia have had
several conflicts throughout their history, stagtirom the period of Emperor Haile Selassie |
and the Derg. Somalia has repeatedly claimed owipers the Ogaden region of Ethiopia

and over this issue alone, the two countries haem lat war on several occasions.

By contrast, Eritrea does not have any distinediinterest in the stability or instability of
Somalia. The only clear interest to Eritrea maytdéestabilize Ethiopia, which it currently
carries out by arming, financing and training Sdmalitical forces who are hostile to both
the latest transitional governments of Somalia &ftHiopia®® At any rate, the direct
involvement of the Eritrean government in the ongosomali conflict is in the interests of
neither the Eritrean people nor the peace andlisyabi the region. Worst of all, it clashes
with the interests of other countries, as wellegganal, international and inter-governmental
organizations such as IGAD, the AU and the UN. Asslt, the AU, for the first time in its
history, called on the UN Security Council to impadringent sanctions against Eritrea after
the AU’s continued but unsuccessful efforts to ¢oo& Eritrea to desist from the destructive
role it is currently playing in the Somali conflidthe sanctions were accordingly imposed in

December 2009 (Daniel and Paulos, 2011). The USfaowvent has also continually warned

2 See, for example, Report of the Monitoring GroupSomalia, submitted in accordance with UN Security
Council Resolution 1724 (2006), UN Doc S/2007/486,July 2007.
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Eritrea to desist from fomenting instability in Salma. US Secretary of State Hilary Clinton
reiterated this during her visit to Kenya in Augg609 (bid).

Previously, the US Government also warned thatoild include Eritrea in the list of state
sponsors of terrorism, unless the country refr&ios supporting al-Shabaab, a designated
Somali terrorist group. A combination of all thefsetors finally led to the imposition of
stringent sanctions by the UN Security Council @Dtcember 2009. The new regime of
sanctions includes the imposition of an arms enbagginst Eritrea, travel bans and the

freezing of assets of its military and politicahdership’>

Another aspect, which helps us to see the politizgdact of the conflict and the stalled
relation between the two countries, is throughrtpelicy of destabilizing action. To get the
upper hand in their stalled, both countries hawgptatl a policy of destabilization action with
the objective of weakening if possible to overthrtve regime in the other country. Like
what they have done in the proxy wars, both coesthiave involved in creating, supporting
and financing the others opposition forces.

As Glikes (2000) and Cliffe (2004) stated, since lorder conflict both countries have found
arming training and harboring of the others oppasigroups. For the past several years, the
Eritrean government has found supporting the twbidpian opposition forces like the
Ogaden National Liberation Front (ONLF) and the @ooLiberation Front (OLF). By
forming alliance and proxy wars with thethe Eritrea governmenthas found actively
supportingand working with thenin most countries of the region. Similarly, Ethiagias also
taken the same instance and began backing up d&ritpposition groups, such as Eritrean
National Alliance Force (ENFA), Eritrean Islamitdd (EI1J) and Eritrean National Coalition
for Democracy (ENCD)ilpid).

4.2.1.1 Eritrea’s Support to Ethiopia’s OppositionGroups
As mentioned earlier, in an effort to weaken theggoment in power in both countries, both
Ethiopia and Eritrea have adopted a policy of dektation action of the other. Since the

start of the conflict, the government in Eritrea iaund engaging in destabilizing Ethiopia.

3 UN Security Council Resolution 1907, UN Doc S/RIT923 December 2009.
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As Tsahaye G/kidan, spokesperson in Ministry ofidgian Foreign Affairs stated, Eritrea is

becoming number one regional spoiler in the HornA&ica engaging in a series of

destabilization activities including Ethiopia54. Ik&s (2000) also further stated that the
Eritrean government has recently adopted a polfcglestabilization strategy of the region
particularly on Ethiopia. To meet its objectived#stabilizing Ethiopia, as indicated in Dade
(2011), Eritrea has begun supporting Ethiopian isgsa insurgency forces such as ONLF
and OLF both operating in eastern and south wegtntrof the country.

The Eritrean armies have been channeled to thesegent groups via different entry points
since the start of the conflict. In fact, as mamjters have argued, the Eritrean government
has a long-standing policy of support for theseosjtpn groups (Glikes, 2000; Cliffe, 2004
and ICG, 2010). Their relations have dated bacth€1980s® when the combinations of
both Eritrean and Ethiopian rebel groups foughtvwterthrow the Derg regime (ICG, 2010).
Later, with the deterioration of the relation betwethe two countries those past links got
reactivated. For the past several years the Enitgeaernment has supported these opposition
groups. It has provided them with all necessaryenmsds that range from hosting to financing

services.

As Dereje (2011) pointed out, currently despite ksgp to appoint its permanent
representative to AU headquartering in Ethiopiahas found engaging in destabilization
activities. Recently, after 12 years of its ismlat Eritrea has submitted a proposal seeking
permanent representative to the AU. NonethelesBeasje (2011) stated, it has continuing
its action of destabilization. It has sent groupirafividuals arming bombs to Ethiopia to
disrupt the 18 AU ordinary summit held in Addis Ababa last Jay2011°,

Even though, it has publicly claiming to seek peand stability in the Horn of Africa, the
government in Eritrean is still pursued a widesgrstmategy of destabilizing the region as a

* From an interview made on January'18011.

*5 Eritrea’s ongoing support for the OLF in Ethiopiates to the 1980s, when both fought Ereg. When the
OLF resumed its insurgency in the mid-1990s, haviithdrawn from the EPRDF coalition, Asmara remains
sympathetic to it. Similarly, the support to ONLswdated back to the mid-1980s and 1990s, whe®tid~
renewed its armed struggle. In the case Oromiaitder and the Ogaden have long been a fruitfud§eof
intrigue for Eritrean movement in Ethiopia, Seeintational crisis group, 2010:22

% See Dereje, Birhanu (2011), “Eritrea appointgitsoy to the African Union"The Sub-Saharan informer

vol. IX, No.02, Friday January,21:pp. 1&2
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whole. As Frazer (2008) stated, Eritrea is spongomstability different areas of the Horn
typically in Somalia and Sudan. Lyons (2007) alsahfer pointed out that the destabilization
action of Eritrea is currently causing politicaktability in the region. He added that, Eritrea
is undermining all efforts for broad-based, inchesidialogue and reconciliation both in
Somalia and Sudan. As Lyons stated Eritrea hasategly been accused by the Sudanese

government for its active involvement in armed diotd along with the SPLA.

Added to this, the Eritrean government has alsenbsupporting and hosting some
terrorist§’ and different Somali extremist groups. As mentibrarlier, Eritrea has been
hosting individuals such as Sheikh Hassan Dahiry&weho is the most wanted individuals
by the UN Security Council as a terrorist (Danietl Paulos, 2011). As Daniel and Paulos
(2011) stated, from 2007-2009 Aweys was offerecttsemy by the Eritrean government and
was openly lived in Asmara. Furthermore, as Fr§2@08) stated, the Eritrean government
still appears to be interested in the Afar areaBtbfopia. She also further stated, there have
also been some indications that, Eritrea is tryongse improved ties with Sudan to reactivate
its previous links with Ethiopian opposition groupsSudan along Ethiopia’s western border.

4.2.1.2 Ethiopia’s Support to Eritrean Opposition Goups

Similar to that of Eritrea, Ethiopia is also fousdpporting different Eritrean opposition
forces. To date, different Eritrea opposition fercare operating inside Ethiopia. As
mentioned earlier, its collaboration with somelodde opposition groups is dated back to the
early start of the conflict. For instance, accogdio the report of international crisis group
(2005), Ethiopia’s support to Eritrean Revolution@®emocratic Front (ERDF), the leading
Eritrean opposition force, started during the 12980 Ethio-Eritrean border conflict.
According to the same source, during this periodidpian military power were entered
Eritrea with the force’s of ERDF. Since then, Etfh@obecame a haven for Eritrean opposition
forces. As Alemu (2000) stated Ethiopia has beemdoserving them by providing material
and political support including the opening of adiansmission station in Mekelle town.

Alemu stated that, Ethiopia was granted ENAF aaadansmission station near Mekelle

" Hassan Dahir Aweys, a US and UN-designated tetsprsee Frazer, 2008:64
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town. This opposition force is in fact an artific@@eation of Ethiopia. It was constituted with

the help of Ethiopian government soon the outbrdake border conflict with Eritreakid).

Recently, as Dereje and Binyam (2F%1pointed, Ethiopia is also engaged in organizing
other Eritrean opposition forces to revolt agaihst regime in Eritrea. This year, Ethiopia

has promised Eritrean National Coalition for Denaogr(ENCD) to be at the back of them in

their struggle to overthrow the government in Eat(ibid). Even, the recently adopted new
stance of Ethiopia on the regime in Eritrea alsduides the act of destabilization through
organizing and providing material and political pagt to them (Yemane, 20131} Currently,

as Yemane stated, Ethiopia is ready than ever &édowork to topple the regime in Eritrea in

all possible ways.

4.2.2. Destabilization Action and the New Stance &thiopia

Ethiopia’s relation with Eritrea has long been lthse defensive policy. For the past decade,
it has followed a kind of passive policy with thevgrnment in Eritrea. However, because of
the continued destabilizing actions of the relatimiween the two countries, Ethiopia has
come up with new strategic plan in its relation hwiEritrea. Recently the Ethiopian
government has changed its past passive policyribre& to a more pro-active one because
of Eritrea’s repetitive action of dstablization (Bsje and Biyam, 2011; Yemane, 20%1).

Ethiopia has made policy change in its relatiorhwiite government in Eritrea. It has adopted
a new policy, which was recently made public on &aR011ipid). The Ethiopian Prime
Minister, Meles Zenawi, recently said, “Ethiopiashe@dopted a new strategy of toppling the
current Eritrean government” (ibid). As he statduk new strategy of Ethiopia towards
Eritrean government will change from passive tavactSimilarly, the deputy Prime Minister

and Minister of Foreign Affairs, Ato Hailemariam £dgn said that, Ethiopia is adopted a

%8 See Dereje, Birhanu and Binyam Tamene, (2011jitfean Opposition Forces Welcome Ethiopia’s New
Stance”, The Sub-Saharan InformeNlol. X, No. 10 (Addis Ababa), 19 March: pp. 1&3

*¥Yemane ,Negash, (2011), “From Defensive To PreattiThe Reporter English version, vol. XV, no. 758,
(Addis Ababa), 19 March: pp 1&25

0 See Dereje, Birhanu and Binyam Tamene, (2011jittean Opposition Forces Welcome Ethiopia’s New
Stance”,The Sub-Saharan Informekol. X, No. 10 (Addis Ababa), 19 March: pp. 1&8d Yemane ,Negash,
(2011), “From Defensive To Proactivel'he Reporter English version, vol. XV, no. 758, (Addis Ababa
March: pp 1&25

59



new strategic plan on Eritrean government (Yemaf&1)®! As the minister stated, Ethiopia
has changed its long-standing policy on Eritred tiead been entirely based on defensive
measures, and further indicated that, now Ethiapiadopted pro-active measures on the

government in Eritrea.

On the other hand, Birhane Gabrekirstos, state dWniat Ethiopian foreign Affairs said,
“Eritrea is continuously engaged in intimidatingetrcurrent peace, development and
democratization process in Ethiopf&’Because of this, Ethiopia vows to take measures on
the government in Eritrea soon. As he stated, ttieof Eritrea’s destabilizing action has
reached to the point that it affects all developimamd peace endeavors in the country.
Therefore, the minister further stated, such kihdggression has to end soon, and that is

why the new strategic plan towards Eritrea is ndede

There is no consensus on what form the new statgdgn would take. Different sources
indicate that the new strategy will take two formglomacy and military muscle (Kasahun,
2011). However, according to the recent speectriafePMinister Meles Zenawf? the new
Ethiopia’s stance on the Eritrean government vaiket three steps, diplomatic and political
struggle, economic struggle and taking of equiviateeasures. The first step, diplomatic and
political struggle aspect of the new plan, wouldtbeurge the international community to
take all the actions against the Eritrean goverrimenforce it to desist from its terror
activities. The Ethiopian government has urged Ui¥ and US government to take
appropriate action against Eritrean governmenttép $ from destabilizing the Horn of
Africa and warned that, it would take unilaterdi@e if the Eritrea government is to continue

with its policy®*

According to Prime Minister Meles Zenawi’'s speetlie second step of the new plan is
economic struggle. This step of the plan focusesliging up of all economic sources of

%1 See Yemane ,Negash, (2011), “From Defensive Tad®k@”, The Reportervol. XV, no. 758, English
version, (Addis Ababa), 19 March: pp 1&25

%2 See Dereje, Birhanu and Binyam Tamene, (2011jittean Opposition Forces Welcome Ethiopia’s New
Stance”,The Sub-Saharan InformeNlol. X, No. 10 (Addis Ababa), 19 March: pp. 1&3

%3 Live speech on Ethiopian Television on Monday ApS, 2011

% See Yemane ,Negash, (2011), “From Defensive Tad®k@”, The Reportervol. XV, no. 758, English
version, (Addis Ababa), 19 March: pp 1&25
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Eritrea’s destabilizing policy. This step is alloaib drying up of all the necessary sources that
Eritrea is used in all its destabilizing actionss Prime Minister stated, the third step of the
new plan is taking equivalent measures with theoadritrean government. This aspect of
the plan will encompasses the military means firdt acted by the Eritrean government.
According to the prime minister’s speech if thetiiean government declare war on Ethiopia
the same and equivalent action will be repeateHthjopia. Thus, it can be generalized from
this that, unless such kind of counter actionsséwpped it will be difficult to hope good days
in the future. As part of the new plan, it is thew of the Ethiopian government that, if
Eritrea continues with its policy of destabilizitfge country, there will not be a reason to see

it and keep silent. Ethiopia could take the santb pad this will lead to another war.
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Chapter Five

Prospects for Ethio-Eritrean Relations

Introduction
In the previous chapter the major economic andtipali impacts of the post-Algiers

agreement has discussed in some detail. This ghdpbteands to forecast what will be the
future relation between the two countries. The térajs largely guided by the question that

what will be the future prospects of Ethio-Eritraafations.

5.1. Prospects for Ethio-Eritrean Relation
Despite the fact that, both Ethiopia and Eritregehaany things in common, the prospects

for peaceful relation have remained unpleasant. itransigence and inflexibility of the

government of both countries  prevented a fiedilament from taking place. As a result,
stalemate continues and began characterizing ttgore between them until date. Within the
past 12 years, there have been a many events lepperthe relation between the two
countries that could help us to see what wouldhleeprospects for the future relation. From
what has been happening since the singing of AgReace Agreement, two important

prospects, pessimistic and optimistic prospectseamade.

5.1.1. Towards a pessimistic view: Another devastag war?

Several factors can contribute towards this praspHtese are; the centrality of Badme,
hostile propaganda and repeated actions of dagttioh, the recently adopted new stance of

Ethiopia, withdrawal of UNMEE, and detrimental rtaliy development.

Badme, as many writers have argued, is a flashpo@re the two countries have fought
each other (Kalewongel, 2008 and Edwin, 2010).hesdame time it is also, the main cause
for the current stalled relation. The official peption of the two countries is that, the country
that is awarded bade will be seen as the one foaghst war which has given Badme a
symbolic importance. For Eritrea, Badme providesaasertion of its sovereignty and the
primary justification for aggression. Again ackneddjing Ethiopian claims to Badme would

mean Eritrea’s acceptance that it started the wathfe wrong reason. For Ethiopia also,
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Badme remain a symbolic importance, which it hasnbadministering for long time. The
town of Badme has been administered by Ethiopipaasof the Tigray regional state. Thus,
for Ethiopia accepting the decision of the boundaymission means that losing of its legal
territory, which it has been administering and ding of homesteads from their vital water
and other sources. Therefore, both countries magiply resort to war to retain this highly

symbolic place.

Another factor, which supports this prospect, i thostile propaganda and repeatedly
occurred action and destabilization between the ¢auntries. As Kidist (2011) stated, the
media in both countries have continued with theartine propaganda. There have been
usages of derogatory terms ‘shabia’ and ‘woyaneeter to the government in Eritrea and
Ethiopia respectively. Furthermore, the repeatestigurred action and counter action of
destabilization between the two countries can asatribute to these prospects. As
mentioned earlier, in an effort to weaken if polsiio overthrow the government in the other
country, both states have adopted a policy of thdstation action. In this case, both Ethiopia
and Eritrea are engaging in destabilization of dtkeer through providing political and
military support to the others opposition groupsr lstance, as it was mentioned earlier in
the preceding sections, Eritrea is aiding the Ohé tlhe ONLF, while Ethiopia is also aiding
ENAF and ENCD. Thus, as Kidist (2011) states, i lhng term, Eritrea seems to pursue a
dangerous strategy with the dual aim of bringing ititernational community to pressurize
Ethiopia and at the same time of destabilizing @&fila by provoking a political crisis. This
strategy could lead to dangerous situation as ¥t le&d Ethiopia to resort to military means,
from aggressive military deployment to selectedadtiacks, which will probably provoke a

larger war.

The recently adopted new stance of Ethiopia agélvestegime in Eritrea also supports this
prospect. Recently Ethiopia has adopted a newegiaplan on how to deal with the Eritrean

government. As pointed out earlier, Ethiopia haanged its past defensive policy on the
Eritrea government to the more pro-active one wwaild encompass three important areas of

measure to be taken.
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The new stance was adopted because of the camgimgtion of destabilization between the
two countries. As far as the contents of the nean @re concerned, taking the equivalent
measure with the action of the government in Eitsepports this prospect. This measure
includes deployments of military forces and othguiealent measure to be taken against it.
Therefore, if the action and counter action of skictd continues, it would possibly lead the
two countries into another open and devastating war

The withdrawal of UNMEE and detrimental militarg\eelopment between the two countries
also supports the pessimistic prospect. UNMEE wéhdits forces in 2008, when it was
ordered to leave Eritrean territory by the Eritregovernment. This started in 2005, when
Eritrea imposed a number of restrictions on UNMBEnning all flights of its helicopters.
Eritrea also forced UNMEE to evacuate some its mfag®n posts in the TSZ Due to these
restrictions, UNMEE’s monitoring capacity was reddcby 60 per cent (the number of
outposts was reduced from 40 to 18). Although a bemof attempts were made by the
international community to make Eritrea lift thestréctions, the country refused to restore the
TSZ posts to UNMEE and to cancel the restrictiolJNMEE'’s freedom of movement. The
Eritrean government reportedly took this actiorfrurstration at Ethiopia’s failure to accept
the border commission’s decision and the UN'’s failio pressurize Ethiopia to comply with
the decision.

Currently, the TSZ has been re-occupied by Eritteaops and there is no military force that
prevents the two countries’ military forces frongaging in overt as well as covert military
operations. In some of the areas, the two milisagee only separated by a few meters and
small skirmishes could result in another devasgatuiar, as was the case in 1998. Likewise
the detrimental military development by the two mwies since 2004 is also becoming an
indication for future probability of conflict. Doms of divisions comprising many thousands
of troops from the two countries’ militaries remaatong the common border. Eritrea is
reluctant to demobilize its 300 000-strong militalry fact, all adults from 18 to 50 are being
recruited into Eritrea’s army by force (Kidist, 201 Furthermore, there are reports that
Eritrea has obtained fighter planes (SUKHOI 27 pfartogether with pilots and technicians)

and anti-tank weapons from Russia (lbid). Accordiogthe International Institute for
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Strategic Studies, Eritrea is the second mostaniitiéd state in the woridl This fact could
create a dangerous situation. One such situaticored when Ethiopia deployed seven
divisions near the TSZ in December 2004. In respdosthis deployment, Eritrea prepared
itself militarily with air force training and theighing of new trenches (Kidist, 2011). To
make matters worse, there are repeated incursindsshootings along the border. And
reconnaissance missions seem to be carried outlér t find out as accurately as possible
about the enemy’s preparations, strengths and vesaks, and to identify the location of
possible attacks.

5.1.2. Towards an optimistic Prospect: Possibilitpf Sustainable Peace

Despite the fact that the above-mentioned developeuld lead the two countries into war
there are a number of factors that may serve assa for peace and normalization of the
relation. The fact is that a second war would [sastrous because each country could only
aim for total victory. The argument is based on #ssumption that the current strained
relation between the two countries will be resohatl relation between the two will be
normalized. Apart from this, many grounds couldadgase for cooperation and normalization
of the relation. These grounds could be the deetedohistorical and cultural ties and the

economic interdependence curse.

If properly worked out, the past historical andtordl ties between the two countries will
help the current government of Ethiopia and Eritteaestore peace and normalize their
relation in the future. As Kinfe (2004); Medhan®9®9) and Spencer (1993) argued, both
Ethiopia and Eritrea have deep-rooted, historical eultural ties that should be worked out
properly. The communities of the two countries haae a long history of social, cultural,
linguistical and blood ties. It is clear the cocifland the strained relation have complicated
the past communality of the two countries. Howevérat is needed from the current and
future generation is to work out on such kind obugrds to the good of the coming
generation. If these grounds will in the future fo@perly utilized peace will surely be
restored and relation be normalized. Therefords iup to the communities of the two

countries to take into consideration all these dohthe good of the future generation.

% International Institute for Strategic Studies, & hilitary balance 2009: the annual assessmeribbb
military capabilities and defence economies, Londtst, 2009.
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Another important area that helps the two counttesestore peace and normalize their
relation lies on the past economic interdependemcethe current economic hardship that
they are facing. It can be taken for certain thatrieed for normalization of the relation and
cooperation between the two countries is cleargnsen economic grounds. As mentioned
many times in this study, for the past many yelaessiconomies of the two countries had been
so close and interdependent that trying to sepdham s a disadvantage than advantage
(Tekeste, 2000 and Dade, 2011). There so muchst by separating the two economies,
which not only stifles growth but continues todesource of tension and conflict. Ethiopia
had been serving Eritrea as a source for indusiaxal materials and market place for its
manufactured products (Belay, 1996). Whereas orother hand, Eritrea had also serving
Ethiopia as a main gateway to the sea through whidkad conducted its international

overseas trade (Girma, 2009).

However, because of the conflict and later thairsd relation, their past economic linkage
closed and hence invited them to face a multiplec@homic problems. Eritrea lost its past
sources for industrial raw materials and food poeduand is exposed to wait for remittances
from Diasporas. Again, the repeatedly occurredigind in Eritrea throughout 2006-2007 has
also resulted into serious of economic loss, ahdhke people to shortage of food. Ethiopia
also lost its past free access to the Eritrean glbAssab and is currently exposed to pay

much amount of money for Djibouti port services.

Thus, this problem will continue unless due focaspaid to the economic relationship
between the two countries. Their past economicliage a great importance to play in the
future prospects for cooperation and normalizatbnhe relation. Therefore, although, the
prospect for the normalization of the relation betw Ethiopia and Eritrea does not seem
likely to occur in the foreseeable future, the fHwat the economic hardship which both

countries are currently facing cannot be denied.
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Chapter Six

Concluding Remarks
In the preceding chapters, an attempt has been moageesent the major problems and
prospects for the post-Algiers Ethio-Eritrean rielas. The major economic and political
problems encountering the region in general andiloecountries in particular have been
discussed under different chapters and headinggaBgg into consideration the existing
reality and the past historical, cultural, lingigat and blood ties between the communities of
the two countries, the prospects for their futiations has also been discussed in line with
the established theoretical and conceptual framewdrthe study. This part, therefore,
provides a concise picture of issues, ideas ands fabout the subject under study.
Accordingly, the following part provides concludingmarks by reiterating core points that

have been discussed in the preceding chapters.

6.1. Conclusion

The long history of commonality, which Ethiopia adtrea have had together, has come to
an abrupt halt in 1998 with the outbreak of bordenflict around their common boundary
line near Badme village. As has been pointed outhm previous chapters, before the
outbreak of the conflict there have been many thithgt they have shared in common. They
have shared similar history, culture and ancesrgin. However, despite such kind of
commonality the two countries went into border diohfin 1998 over a tiny plot of land
found around their common border. The conflict yrextedly escalated into full-scale war
and has claimed thousands of lives from both sidater, two years after its outbreak, it has

ended with the signing of Algiers peace agreemarid@cember 2000.

As far as the post Algiers political and econom&velopments are concerned the two
countries today facing various economic and pdalitproblems that could possibly continue
in the future unless amicably resolved. Althougboremmically both countries are facing
acute problems Eritrea is the most disadvantagembapared to Ethiopia. The fact is that,
the only thing that Ethiopia has lost from the al@sof trade with Eritrea is its free access to
the port of Assab, which is currently substitutgdtte port of Djibouti though it costs high

price. Nevertheless, Eritrea lost many advantaga® the closure of trade with Ethiopia.
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Eritrea lost its past source of industrial raw mate, import of food products and center of
market place for its industrial outputs. As a redhfitrea is forced to depend on remittances
from Eritrean Diaspora and few imported food fronstaht countries. Thus, with the

continued stalemate and untried solution to theimemic problems, Eritrea could continue

facing this problem in the years to come.

Ethiopia on the other hand, is also facing acutsmemic problems though its extent is lesser
than the Eritrean case. Previously, Ethiopia ha lsependent on Eritrea’s port of Assab for
its conduct of foreign trade. As it was discussethe 1993 economic agreement between
the two countries, the port of Assab was free thidpia. Nonetheless, with the conflict
Ethiopia is forced to re-direct its maritime comnuation from the port of Assab to Djibouti.
With this re-routing, it is exposed to pay huge anmtoof money for Djibouti port services.
Thus, with the increasing Ethiopia’s trade voluntettee port of Djibouti added with the
increasing oil price, in the future Ethiopia wirtinue to face such a problem.

Politically, also the two countries are facing eas problems. Both states went in to serious
of destabilization action and expansion of proxysma the third state of Somalia. They are
engaging in destabilizing the other state through provision of support to the other’s
opposition forces. Eritrea has been providing supfmthe Ethiopian opposition forces and
vice versa. However, out 2006-2007 Somalia becaatiteelground wherein the forces of the
two countries fought each other. Therefore, it ¢@nconcluded that, given the current
political developments in both countries the staltancould continue with an average
possibility of conflict in the future. More imporidy, the action of destabilization and proxy

wars could continue to be a source of conflichia future.

Ethiopia may seem to be the most interested ircdiméinuing stalemate in the short term, as
it continues to control territories. In the longirdnowever, both countries will be affected, as
each continues with its attempts to weaken andabiize the other by supporting rebel

movements. This could invariably increase intemealsions and lead the two countries to
experience a vicious circle of conflict as eacledrito manipulate internal weaknesses.
Although peace benefits both countries, the twoegaments have clearly failed to negotiate

and resolve their differences amicably. Hences iime to involve the people who have had
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no say in the peace processes that have taken plac&ho have continued to pay dearly due
to the continued stalemate. If the people had eeived in the first place, the issues of the
border and economic relations would not have besnpticated as much by the rhetoric of
their governments. Therefore, both countries sheuahtbrace the process of accommodation

to come out of such problem.
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Appendix 1. Joint communiqué of the first round tade Meeting of the Ethio-Eritrea
joint ministerial Commission, 27-27 September 1993smara
The JMC meeting took place in accordance with thevipion of the agreement of friendship and

cooperation signed between the two governmentsilgr80, 1993 in Addis Ababa.

In view of the very high value attached to the amtbement and promotion of cooperative relations
between the two countries, the two sides expretbedprofound satisfaction with the establishmefna
JHMC. The JHMC is composed of the prime ministef GE and the minister of local government of the
government of Eritrea as co-chairmen. Foreign rténssof the two countries and the ambassadorseof th
two countries to each other, as the supreme botlysted with the task of preserving and buildingmp
the achievements already made facilitate the imelgation of the agreements signed and identify and
promote further areas of cooperation.

The JHMC formed three joint committees: politicatonomic and social affairs which held extensive

discussions and consultations in their specifiasire

The Discussions were conducted in the spirit otHedhood, mutual trust and understanding reflecting
the close and friendly relations between the peopfethe two countries and led to the signing of 25
protocol agreements aimed at reinforcing and furlsgpanding fields of cooperation which would
contribute towards promoting mutual interests.

In the fields of economic cooperation it was dedido work together and to coordinate development
strategies and policies of the two countries. Ia donnection, a protocol agreement on harmonizaifo
economic policies between the two countries has lsgned, covering the issues of fiscal, monetary,
trade and investment policies. On the sectorall lspecific cooperation agreements were signed on
industry, transport and communication, agriculturatural resources development and environmental
protection, mining and energy, construction andisoo.

The two governments have reaffirmed their commitiervigorously continue their efforts to further
expand their cooperation in various areas of muntatest. The JHMC and the three joint committees
are entrusted with the task of following-up coording and expanding the implementation of agreesnent
reached in the political, economic and social §eld

Tamrat Layne, Romedan M. Nur

Asmara, 27 september 1993



Appendix 2 Extract form final report of the joint r eview Committee on the
implementation of the Ethio-Eritrea Economic Agreenents

Addis Ababa, 1 January 1997.
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The following notes were made under the followiinps:

2.1.5 Harmonization of Economic policies



A protocol on of economic policies signed on 8agier 27, 1993 included, among other things, skvera

provisions on the harmonization of macroeconomiigs which are summarized below.

a)
b)

c)

d)

f)

to harmonies exchange rate policies and interésisteuctures

to work out a mechanism for making the growth of thoney stock contact with inflation
objectives of the two countries

to work out a scheme to synchronies policies rdl&eforeign exchange surrender requirements,
allocation of foreign exchange to importers, cdgitavs and external debt management;

to gradually harmonies policies regarding tarifsles tax, excise tax and profit taxes;

to harmonies their investment policies;

to provide national investors of both countries #ane and equal treatment in each other’s

territories.

2.1.3 Transport and communication agreements

In the transport and communication fields the ame#s concluded by the two countries include

Transport and communication protocol agreementctimemercial road transport services agreement, and

port and transit services agreement, all of whigrensigned on September 27, 1993. Since problems

raised with respect to commercial road transporviees are few and largely administrative, only

highlights of port and transit services agreemant summarized.

Port and transit agreement

a)

f)

9)

Assab and Massawa shall serve as transit porttfoopia; speedy movement of goods in transit
shall be expedited and transit documentation aadgotures shall be simplified and harmonized.
Ethiopia goods transiting through Assab and Masshadl be free of taxes and customs duties.
Eritrea shall provide all necessary port handling agency services to ships owned by Ethiopia
and cargo destined to or originating from Ethiopia.

Payments for services rendered to Ethiopian shiys cargo shall be effected in Birr except
where the handling costs were paid for by the shipp consignee in hard currency.

Payment for Eritrean freight cargo loaded on Etlsighips shall be effected in Birr and the rate
of payment shall be according to the agreed gorgrimternational freight rate.

Food aid cargoes and materials which serve the diateehuman need shall be free of port dues
and storage penalty charges.

Port services regulations and tariffs used by &aitshall be given to the Ethiopian government
and when Eritrea intends to make changes of thegelations and tariffs it shall notify the

Ethiopian government 60 working days in advance.



2.1.1 Trade agreement

On September 27, 1993 the Transitional Governméiitimopia and the state of Eritrea concluded a

trade agreement and protocol in order to promot: expand trade between the two countries. The

agreement included the following main provisions.

a)

b)

f)

There shall be free movement of goods and sendied®/een the two countries for local
consumption except those that are in short supply

Goods imported form a third country shall be reestgd freely subject to that laws and
regulations of the two countries.

Goods and services originating in a member cow#nnot be re-exported to a third country.

A uniform standardization system shall be establistor the goods and services traded between
the two countries.

Trade and service transactions between the twotidesishall be made to birr

A joint trade committee shall be established toawthe impetration of the agreement.

A memorandum of understanding signed on Octob&894 by the ministers of the two countries further

liberalized trade between the two countries makiregfollowing provisions.

a)

b)

c)

d)

No additional intermediate and local payment shdaiddmposed on goods and services traded
between the two countries

The two parties agree to establish a joint custoomsmittee to monitor day to day activities and
give solutions to problems arising during implenagion.

Both parties agree that free movement of goodssandces should not be distracted by short
supply.

Transit goods shall be checked at end check pdintse proper authorized documents are

presented.

On April, 3, 1995 the government of the state afr& and the Transitional government of Ethiopia

further agreed to form a free trade area (FTA) fissastage in the process of economic integrafidre

main provisions of the agreements are the following

a)

Removal of tariff and non-tariff barriers on allags and services produced and exchanged by the

two countries



b) Periodic review o include new products and servipesluced and exchange between the two
countries.

¢) Harmonization and simplification of customs docutseand procedures, introduction of common
classification of goods (based on SITC method), mom instruments for data collection and a
system of exchange of trade data.

2.2. Implementation status and underlying constraits.

As can be gathered from the above summaries afndie elements of the sectoral and macroeconomic
agreements signed by the two countries, the agmsrhave opened up at least on paper a wide door fo
economic cooperation between the two countries.r8aiization of the economic and social benefits to
be derived depends on ht extent of implementatfatiie agreements. The degree of implementation in
turn depends on the fulfillment of prerequisites $accessful implementation and on whether thefket

agreed upon actions to be taken within a given firame to translate the agreements into practiee ha

been taken or not the prerequisites against whiehirplementation of the agreements has to be ¢udge

are the following:

a) The degree to which agreements signed are in harmorout of tune with the domestic
economic and social policies of the two countries.

b) Whether the gains expected by both parties formaitpeements outweight the sacrifices of
independent policy making

c) Whether the independently followed economic patiaié the two countries were converging or
diverging over the implementation period.

d) The degree of complementarity or competitivenegt®ftructures of domestic output of the two
countries.

e) The adequacy of the institutional mechanism settagmonitor the implementation of the
agreements.

f)  Whether the substance of the agreements is fatiynounicated to those who are responsible for
their implementation at various levels

g) Whether the agreements are stated in a manneddest not give rise to misinterpretations or
differences in interpretation during implementation

2.2.1 Trade and customs

But as will be seen in the section on identifieghiementation problems the removal of tariff bagier
less than total because an important provisiorhefagreement, which in effect says that no addition

local and intermediate payment should be imposedya@rds and services traded between the two



countries, has not been fully implemented. Besitles, payment of profit taxes at customs posts is a

practice which can be regarded as a tariff baonetrade.

With respect to the removal of non-tariff barriens, the other hand, as noted by the Eritrean sigls,
little has been done since important provisionthefagreement with respect to this are still entaring

implementation problems.

Eritrea has been facing restrictions and outrigtathipitions on its imports of Ethiopia’s exportable
products throughout the implementation period. phectice of multiple checks in between origin and
destination is still going on contrary to the agneat which says that goods and services movingdeatw
Eritrea and Ethiopia with the appropriate documehtdl be examined at point of origin and destorati
only Ethiopia’s decision to prohibit Franco-valumaports is a measure which can totally block reeskp
trade between the two countries and also can beusecfor the further intensification of illegal dea
along the borders of the two countries. Differenoefcensing requirements of the two countries stile

acting as further obstacles to trade.

The Ethiopian side indicated that the agreemergsesi in the area of trade and customs have
significantly contributed to the growing trade tsantions between the two countries. However, the
current practice of charging sales and excise tathe basis of differences in tax rates of the two
countries is not in line with the customs agreement

The Ethiopian side further indicated that the retstm of exportable goods is in conformity formwith
the trade agreements. Moreover, the prohibitiorF@nco-valuta imports which is aimed to address
problems which are associated whit the operatiosuch importing procedures is consistent with krtic

H: 2 of the trade agreement signed on Septembe3. 199

Although the two countries have entered into aregeent to combat illegal trade, no cooperativeoacti
has been taken so far. In fact, discussion withiooos officers at Zalenbessa border post revealad th
coffee is being smuggled to Eritrea.

With respect to the request by Eritrean customserf for overtime payment the Ethiopian side rdgar
such practice as a barrier to trade since suchiaddiosts among other things, raise the finalepti

customers.

Moreover, it has been noted that Ethiopian tradeesoften requested to either present import-éxpor
licenses or rent import-export licenses form Eatrdraders in their sales or purchase of goods form
Eritrea, traders in their sales or purchase of gdodn Eritrea, which is believed to inhibit thedrflow

of goods between the two countries.
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A broad conclusion that can be drawn from the almief assessment of the implementation of various
articles of the agreements is that the overall r@eg achieved in implementing the trade and customs
agreements is not fully satisfactory. The undegy@onstraints which have impeded the implementation
of the trade and customs agreements are mainly:

a) divergences in economic policies of the two coestri

b) differences in their trade regulatory systems:

c) differences in the interpretation of various agfcbf the agreements:

d) gaps in the agreements which provide loopholesrfaintaining or introduction tariff and non-
tariff barriers; and

e) Failure to establish in time the institutional magtsms for following up the implementation of
the agreements.

2.2.4 Macroeconomic policy harmonization

Despite the protocol agreement of macroeconomiicypblrmonization little practical measure has been
taken by the two countries to harmonize their macooomic policies due to the absence of the
prerequisite of fully developed banking transpamtd acommunication system and other institutional
mechanisms required for full coordination withire thamework of their cooperation agreements. Indeed
new investment codes, tariff regimes, and exchamgkinterest rates have been put in place by the tw
countries independently since the cooperative ageets were signed. In the case of Ethiopia, the
investment policy and interest rates were revisgdte second time and tariff rates for the thindet
after the two countries signed the economic codiperagreements. Although it is not the resulths t
joint efforts to harmonise the macroeconomic pebcof the two countries, the divergence between the
investment policies and tariff regimes of the twouwtries is narrower now than it was the case

immediately after the signing of the cooperatioreagents.

Full harmonization of economic policies and patticly the macroeconomic policies of the two colegri
is a stage in the process of economic integratidriciw can be reached only after successful

implementation of the less demanding integrati@mehremes of free trade and customs union.

Thus it could be argued that harmonization of maocooaomic policies is an issue which must be
pragmatically addressed at a proper time in theréuafter the two countries have reached a higlgesbf
cooperation particularly in the area of trade tpmms and communications, banking, investment and
institutional mechanisms for cooperation.

On the other hand, Ethiopia and Eritrea have onraber of occasions expressed their commitments to

regional and sub-regional economic integration.
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And these commitments in most cases call for thiécdlit task of harmonization and coordination f
macroeconomic policies. Given the common currerthpugh the introduction of a new currency in
Eritrea is imminent), the relatively high level @foss border trade, the use of common ports, tdioren
but a few, Ethiopia and Eritrea are in a betteitmwsthan most African countries to move into eguomic
integration in a relatively short time.

2.2.5 Investment

A comparison of the investment policies of the teamuntries shows that there are more areas for
investment open to a foreign investor in Eritreantltan be found in Ethiopia. Citing these and other
differences in investment policy, the authoritiédoth countries have on a number of occasionstgoug

clarification as to how to implement the protocgteement.

One thing has been made clear, however, by thetlateestment code of Ethiopia. Eritrea nationals
residing in Ethiopia can enjoy the privileges ofl@mestic investor. The question of whether Eritrea-
residing in Ethiopia or not can be granted invesintieenses in areas reserved for Ethiopian nalsona
was the subject of discussion both at previousnieehmeetings as well as at the fourth JHMC inget

held in Addis Ababa in August 1996. Although natlided in the original terms of reference of thiatjo

review committee, it was learned from the Minuté®Jaderstanding of the JMC (this reached the joint
Review committee two months after the start of teeiew exercise) that the JRC has to study the
implications of opening investment areas reservad Hthiopia and vice versa and come up with

recommendations to the JMC.

4. Analysis of identified problems and proposed meres
2. Restrictions on Eritrea’s imports of Ethiopia’s extable products
Overtime payment of Eritrean customs personnelthjoRian traders

4. Implementation of free trade agreemethtis proposed that the ministries of both coigstr
closely monitor and set deadlines for the assignsngithe various parts of the agreement.
Lack of adequate institutional mechanisms
lllegal trade Until the divergences in policies are harmonizéé, two countries had entered an
agreement to combat illegal trade, but so far mzte action has been taken.

7. Joint committee on tradé\s a result of the absence of a joint trade cdbasnito follow up the
implementation of the agreement, many problems ¢batd have been solved at lower levels

have become a national issue.
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10. Differences in licensing systentritrean traders who have only general importogixficenses
are required to have additional letters of supfarttheir purchase of commodities like coffee,
hiders, skins, wood etc. form Ethiopia the time aost involved in trying to secure a license for
every commodity one wants to trade in separateleiy discouraging and a cause of delays and
missed opportunities to many traders and may bardeg as a non-tariff barrier. It is suggested
that Ethiopian side, on the other hand, indicateat differences in licensing system were a
problem requiring serious attention and proposatisteps be taken to include a provision which
can address such problems in the ongoing reviditiredEthiopian licensing system.

12. Local charges and intermediate paymertsvas pointed out by the Eritrean side that vasio
levies made by the zonal and local authorities vieex@ming tarill barriers to trade between the
two countries. In order to enable trade betweenwiecountries to be conducted with minimum
barriers, it is necessary to make provisions wiicable the trade agreement to supersede zonal
and local laws and regulations.

The Ethiopian side, however, explained that thegr to tax import export trade rests with the
central government only and therefore, the questiblocal tax on trade between the two
countries does not arise. The question of non+dgrinediate payments charged by regional

governments be adequately dealt with in the naxtdmf customs agreement negotiations

14. Prohibition of Franco-valuta goodsThe Eritrean side stated the prohibition of Fmawaluta
imports by Ethiopia with considerable negative ictpan the Eritrean economy. Since the birr is
a common currency of both countries and all tradesiactions between the two countries are
conducted in birr the prohibition of Franco-valutaports means that Eritrea cannot have legal
export trade with Ethiopia. This move by the Etligopside is a violation of article 1.2 and
article V of the 1993 trade agreement. This mowe tisversal of the progress achieved so far in
the expansion of trade between the two countriémréfore, the trade and other relevant
agreements should be revised to take accountohthw development.

The Ethiopian side, on the other hand, indicatedl e new regulations regarding the prohibition of

Franco-valuta imports is aimed at addressing prablef proliferation of the black market and

unfair trade practices which are associated with ¢iperation of such importing procedures.

Furthermore, it was noted that the new regulati®rcaonsistent with article 1l. 2 of the trade

agreement signed between the two countries in Biyete1993.
4.6 Investment and business licensing

Both countries should implement what they alredibnain their investment laws.



In the case of Eritrean investment law does ndtice$oreign investment such as custom clearing.

Likewise, in accordance with the new investmentecoflEthiopian which provides for Eritrea residing
Ethiopia to invest in all areas except in bankifiggurance, electric power supply and air transport
services Eritrea national residing in Ethiopia dtobe granted investment licenses in the areas not

reserved for Ethiopians only.

The Eritrean side believes that such investmentliaedsing demands of the nationals of ether cquntr
can only be fully satisfied when the existing difjpes in the investment laws and practices oftihe
countries are reconciled through bilateral investinpeomotion and protection agreement. Addressieg t
issue of treatment of resident nationals aloneledle the issue of the treatment on nonresideitnzds
unsolved which is in fact the main source of currdemands for investment licensing. Beside,
determining who is a resident national of eithenrtoy would require having an agreed definition of
residence in order to ensure a fair reciprocakmneat. Thus, the areas of investment which woulehop

to the nationals of both countries irrespectivevbéther they are residents or non-residents.
5. Summary and conclusions

3. Several agreements were signed on the basiseoblifective reality prevailing prior to the
formulation and introduction of its macroeconomialigy, in and institutions arrangements
(such as the restructuring of port administratidiave taken place in both countries since the
agreements were signed. These developments hadereeinthe agreements somehow outdated.
In some cases, field officers, under strict ordesm their headquarters to adhere to directives,
find that provisions of the agreement are sometimastradictory with current laws and
regulations.

8. Lack of investment delineating areas of economiiviac which would be open to investment by
the government and nationals of either country.efcmmple Ethiopian nationals and enterprises
are repeatedly requesting to operate transit,aricig and forwarding and banking services in
Eritrea and similarly, Eritrean enterprises havdidated their desire to start up banking and
transport businesses in Ethiopia, but they canhbtdim a positive response in the absence of an
investment agreement.

9. The similar production structure of the emoies of the two countries is also a constraintcihi
forces them to look for most of their import neexdpecially with respect to development inputs
form third countries. This together with the usehed birr as a common currency for both countries

has led Ethiopia to restrict exportable form emigthe Eritrean market.



10. The above constrain is reinforced by the lakl provisioning the trade agreement on how trade
surpluses and deficits are to be settled peridgiegicumulated surpluses on one side means intieeest

loan to the deficit side and no incentive to redoie’s deficit by expanding exports to the othdesi

Having analyst the above problems and issues iassdavith them, the JRC has come up with proposals

which call for measures including:

a) A thorough revision of the existing agreements lieaa of trade, customs transport, port and
transit services and macroeconomic harmonizationcanclusion of new agreements in the areas
of banking, investment promotion and protection emidistitutional set-ups for cooperation.

b) Provision of clear instructions and guidelinestfurse responsible for the implementation of the
agreements both at the operational and supervieogis.

¢) Ensuring that all concerned have clear and timelgrimation the provisions of the agreements;
procedures and new developments that affect estigolinorms.

Finally, the JRC believes that with the implenagioh of the proposed measures, a strong foundation
and a conducive environment for an all round coatp@n between the two countries will be created.
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Appendix 3 Interview Guide

1. How do you see the post Algiers Ethio-Eritrea rels2

2. How do you see the post-Algiers Ethio-Eritrean detization action?

3. To what extent the Eritrean destabilization actiaffects Ethiopian economic and
political development?

4. Is there any official strategy designed by Ethiopia decrease speed of Eritrean
destabilization policy?

5. How do you see the Ethio-Eritrean proxy war in Sha?a

6. What do you think the reason for Ethiopian invohein Somalia conflict?

7. What do you think that the impact of Eritrean inmgrhent in Somalia conflict on
Ethiopia and the security of the horn?

8. Do you think that the recent Eritrean willingnesséinstate its membership in AU has an
impact on the stalled relation between Ethiopia Bnttea?

9. Is there any interest in Ethiopia government toehharmonious relation with Eritrea in
the future?

10.1s there any mechanism that Ethiopia is undertatomgards normalization of peace with
Eritrea in the future?

11.How do you see the current Ethiopia’s import angoek cargoes? Is it decreasing or
increasing?

12.How is the total annual fee paid for Djibouti pose?

13.How do you see the total congestion of load atpibet of Djibouti? Does the port has
sufficient place to store gods?

14.How is the total storage capacity of the port abbyti?
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Appendix 4 List of interviewed persons
1. Ato Tsahaye Gebrekidan, spokes person at the MyrostEthiopian Foreign Affairs

2. Ato Birhan Eshetu, economics at the Ethiopian shippine S.C
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Appendix 5. Agreement on Cessation of Hostilitiesetween the Government of the
Federal Democratic Republic of Ethiopia and the Goernment of the State of
Eritrea

The Government of the Federal Democratic Repulblietibiopia and the Government of the State of
Eritrea, Having taken part in the Proximity Talkdled by the Organization of African Unity in Algie
from 29 May to 10 June 2000, under the Chairmanshidgeria the Current Chair of the OAU and with
the participation of its partners namely the UniBtdtes and the European Union, Committing

themselves to the following principles:

— Resolution of the present crisis and any otheruespetween them through peaceful and
legal means in accordance with the principles enstirin the charters of the OAU and the
United Nations;

— Rejection of the use of force as a means of imgosoiutions to disputes;

- Respect for the borders existing at independencstaded in resolution AHG/Res 16 (1)
adopted by the OAU Summit in Cairo in 1964 andthis regard, determine them on the
basis of pertinent colonial treaties and applicablernational law, making use, to that end,
of technical means to demarcate the borders anadas® of controversy, resort to the
appropriate mechanism of arbitration;

- Reaffirming their acceptance of the OAU "FramewAgteement" and “the Modalities for
its Implementation” which have been endorsed by3ta ordinary session of the Assembly
of Heads of State and Government, held in Algiglgeria from 12 to 14 July 1999, Taking

into account the latest developments in this griS@mmit themselves to the following:

1. Immediate cessation of hostilities starting frdra signature of this document. In
particular the two Parties agree to the following:

1.1cessation of all armed air and land attacks;

1.2guarantee of the free movement and access of tgxeReeping Mission and its supplies
as required through the territories of the Parties;

1.3Respect and protection of the members of the Peapakg Mission, its installations and

equipment.
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2. A Peacekeeping Mission shall be deployed by theedrNations under the auspices of
the OAU.

3. The mandate of the Peacekeeping Mission shall be:

3.1 monitor the cessation of hostilities;

3.2 monitor the redeployment of Ethiopian troops;

3.3ensure the observance of the security commitmemnéeed by the two Parties in this
document, in particular those provided for in paaph 14,

3.4 Monitor the temporary security zone provided foparagraph 12 of this document.

4. The size and the composition of the Peacekeepirgsidh shall be adapted to the
mission assigned to it and shall be determinedhbySecretaries General of the United
Nations and the OAU with the acceptance of theRadies.

5. The Peacekeeping Mission shall terminate when éhendation-demarcation process of
the border has been completed.

6. A Military Coordination Commission shall be estahked by the OAU and the United
Nations with agreement of the two Parties in otddacilitate the functions of the
Peacekeeping Mission. It shall be composed okesstatives of the two Parties and
chaired by the leader of the Peacekeeping Mission.

7. The mandate of the Military Coordination Commissatyall be to coordinate and resolve
issues relating to the implementation of the mamdéthe Peacekeeping Mission as
defined in the present document. The Commissiaft dbal with military issues arising
during the implementation period.

8. Upon the signing of the present document, bothidzashall conduct demining activities
as soon as possible with a view to creating thelitions necessary for the deployment of
the Peacekeeping Mission, the return of civiliammemstration and the return of
population as well as the delimitation and demasoabf their common border. The
Peace-keeping Mission, in conjunction with the BdilNations Mine Action Service, will
assist the Parties' demining efforts by providieghhical advice and coordination. The
Parties shall, as necessary, seek additional degnimssistance from the Peacekeeping
mission.

9. Ethiopia shall submit redeployment plans for itoprs from positions taken after 6

February 1999, and which were not under Ethiopdmiaistration before 6 May 1998,
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to the Peacekeeping Mission. This redeploymerit BBaompleted within two weeks
after the deployment of the Peacekeeping Missiahvanified by it.

10.In accordance with the principle established irageaph 3 of the Framework Agreement,
it is understood that the redeployment of Ethiopiarces will not prejudge the final
status of the contested areas, which will be detexdhat the end of the delimitation and
demarcation of the border and, if need be, throaghappropriate mechanism of
arbitration.

11.Upon verification of Ethiopian redeployment by fheacekeeping Mission, Eritrean
civilian administration, including police and loaaillitia, will be restored to prepare for
the return of the population.

12.1n order to contribute to the reduction of tensam to the establishment of a climate of
calm and confidence, as well as to create condittmmducive to a comprehensive and
lasting settlement of the conflict through the ohiation and demarcation of the border,
the Eritrean forces shall remain at a distancebdfrf (artillery range) from positions to
which Ethiopian forces shall redeploy in accordawitd paragraph 9 of this document.
This zone of separation shall be referred to is tlicument as the "temporary security
zone."

13.The Eritrean forces at positions defined in panalgrb2 of this document, as well as
Ethiopian forces at positions defined in paragra this document, shall be monitored
by the Peacekeeping Mission.

14. Ethiopia commits itself not to move its troops begdhe positions it administered before
6 May 1998. Eritrea commits itself not to movetitsops beyond the positions defined
in paragraph 12 above. The OAU and the United ddaticommit themselves to
guarantee the respect for this commitment of the Rarties until the determination of
the common border on the basis of pertinent coldreaties and applicable international
law, through delimitation/demarcation and in cakeamtroversy, through the appropriate

mechanism of arbitration. This guarantee shattdraprised of:

a) measures to be taken by the international commushibyld one or both of the Parties
violate this commitment, including appropriate meas to be taken under Chapter
VII of the United Nations Charter by the UN Secu@ouncil ;
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b) actions by the Peacekeeping Mission to monitord&y sensitive areas of the tem
porary security zone through liaison officers & tlivision and regimental levels with
Ethiopian and Eritrean units deployed at key poahtgg the temporary security zone
on their respective sides ; regular patrols ; reassance missions; and challenge
inspections throughout the temporary security zmwrdinated through the Military
Coordination Commission with the participation iaidon officers of the Parties as
decided by the Chairman of the Military Coordinat@ommission;

c) deployment to and continuous monitoring by militargits of the Peacekeeping
Mission at posts in key and sensitive position$iwithe temporary security zone in
order to monitor the implementation of the committsemade by both Parties in
paragraphs 9 and 12 of this document;

d) periodic technical verification of the temporarycsety zone to help determine
compliance with this document.

15.Upon the signature of the present document, theRarties shall initiate separate requests to
the Secretaries General of the OAU and the UnitatloNs, as necessary, for assistance to
implement this document.

Algiers, on June 18th, 2000 For the GovernmenhefRederal Democratic Republic of
Ethiopia:SEYOUM MESFIN

Minister of Foreign Affairs
For the Government of the State of Eritrea:
HAILE WELDENSAE

Minister of Foreign Affairs
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Appendix 6. An Agreement between the Government dhe Federal Democratic
Republic Of Ethiopia and the Government of the Stag of Eritrea

The Government of the Federal Democratic RepulbliEtbiopia and the Government of the
State of Eritrea (the “parties”),

REAFFIRMING their acceptance of the Organizatiolfifcan Unity (“OAU”) Framework
Agreement and the Modalities for its Implementatihich have been endorsed by the 35th
ordinary session of the Assembly of Heads of StattGovernment, held in Algiers, Algeria,
from 12 to 14 July 1999,

RECOMMITTING themselves to the Agreement on Ceesatif Hostilities, signed in Algiers on
18 June 2000, WELCOMING the commitment of the OAld &nited Nations, through their
endorsement of the Framework Agreement and Agreeame@essation of Hostilities, to work
closely with the international community to mobdiresources for the resettlement of displaced
persons, as well as rehabilitation and peace Imgjloi both countries,

Have agreed as follows:
Article 1

1. The parties shall permanently terminate militarystiities between themselves. Each
party shall refrain from the threat or use of foagminst the other.
2. The parties shall respect and fully implement thevigions of the Agreement on
Cessation of Hostilities.

Article 2

1. In fulfilling their obligations under internationdumanitarian law, including the 1949
Geneva Conventions relative to the protection afiwis of armed conflict (“1949 Geneva
Conventions”), and in cooperation with the Inteior@él Committee of the Red Cross, the parties
shall without delay release and repatriate allgowss of war.

2. In fulfilling their obligations under internatiohaumanitarian law, including the 1949
Geneva Conventions, and in cooperation with therirational Committee of the Red Cross, the
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parties shall without delay, release and repataateturn to their last place of residence alkeoth
persons detained as a result of the armed conflict.

3. The parties shall afford humane treatr@eiach other’s nationals and persons of each
other’s national origin within their respectivertaaries.

Article 3

1. In order to determine the origins of the comflam investigation will be carried out on the
incidents of 6 May 1998 and on any other incidetdrgo that date which could have
contributed to a misunderstanding between thegsaréigarding their common border,
including the incidents of July and August 1997.

2. The investigation will be carried out by an ipdadent, impartial body appointed by the
Secretary General of the OAU, in consultation wité Secretary General of the United
Nations and the two parties.

3. The independent body will endeavor to submitdfgort to the Secretary General of the
OAU in a timely fashion.

4. The parties shall cooperate fully with the inelegeent body.

5. The Secretary General of the OAU will commurecatcopy of the report to each of the
two parties, which shall consider it in accordanith the letter and spirit of the Framework
Agreement and the Modalities.

Article 4

1. Consistent with the provisions of the Framewhgkeement and the Agreement on
Cessation of Hostilities, the parties reaffirm gnaciple of respect for the borders existing at
independence as stated in resolution AHG/Res. Eg(dpted by the OAU Summit in Cairo

in 1964, and, in this regard, that they shall bewheined on the basis of pertinent colonial
treaties and applicable international law.

2. The parties agree that a neutral Boundary Cosianisomposed of five members shall be
established with a mandate to delimit and dematb&teolonial treaty border based on
pertinent colonial treaties (1900, 1902 and 1908} @pplicable international law. The
Commission shall not have the power to make dets&r aequo et bono

3. The Commission shall be located in The Hague.

4. Each party shall, by written notice to the Udiidations Secretary General, appoint two
commissioners within 45 days from the effectiveedattthis Agreement, neither of whom
shall be nationals or permanent residents of thiy paaking the appointment. In the event
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that a party fails to name one or both of its papointed commissioners within the
specified time, the Secretary-General of the UnNatlons shall make the appointment.

5. The president of the Commission shall be seldayethe party-appointed commissioners or,
failing their agreement within 30 days of the daft@ppointment of the latest party-appointed
commissioner, by the Secretary-General of the driitations after consultation with the parties.
The president shall be neither a national nor peemtresident of either party.

6. In the event of the death or resignation ofmmassioner in the course of the proceedings, a
substitute commissioner shall be appointed or ahpsesuant to the procedure set forth in this
paragraph that was applicable to the appointmeahoice of the commissioner being replaced.

7. The UN Cartographer shall serve as Secretatyet@€ommission and undertake such tasks as
assigned to him by the Commission, making useetebhnical expertise of the UN
Cartographic Unit. The Commission may also enghgeservices of additional experts as it
deems necessary.

8. Within 45 days after the effective date of thggeement, each party shall provide to the
Secretary its claims and evidence relevant to taedate of the Commission. These shall be
provided to the other party by the Secretary.

9. After reviewing such evidence and within 45 dal/gs receipt, but not earlier than 15 days
after the Commission is constituted, the Secretha}l transmit to the Commission and the
parties any materials relevant to the mandateeoCtbmmission as well as his findings
identifying those portions of the border as to viahiicere appears to be no dispute between the
parties. The Secretary shall also transmit to thea@ission all the claims and evidence
presented by the parties.

10. With regard to those portions of the borderusdhich there appears to be controversy, as
well as any portions of the border identified pansito paragraph 9 with respect to which either
party believes there to be controversy, the pastied present their written and oral submissions
and any additional evidence directly to the Comiaigssin accordance with its procedures.

11. The Commission shall adopt its own rules otpdure based upon the 1992

Permanent Court of Arbitration Optional Rules fabirating Disputes Between Two States.
Filing deadlines for the parties’ written submissshall be simultaneous rather than
consecutive. All decisions of the Commission shalmade by a majority of the commissioners.

12. The Commission shall commence its work not nioae 15 days after it is constituted and
shall endeavor to make its decision concerningrdtgdiion of the border within six months of its
first meeting. The Commission shall take this ofiyecinto consideration when establishing its
schedule. At its discretion, the Commission magedtthis deadline.
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13. Upon reaching a final decision regarding deation of the borders, the Commission shall
transmit its decision to the parties and Secretdsieneral of the OAU and the United Nations
for publication, and the Commission shall arrangeekpeditious demarcation.

14. The parties agree to cooperate with the Conionisiés experts and other staff in all respects
during the process of delimitation and demarcatiociuding the facilitation of access to
territory they control. Each party shall accordite Commission and its employees the same
privileges and immunities as are accorded to diplizragents under the Vienna Convention on
Diplomatic Relations.

15. The parties agree that the delimitation andateation determinations of the Commission
shall be final and binding. Each party shall resplee border so determined, as well as territorial
integrity and sovereignty of the other party.

16. Recognizing that the results of the delimitatiamd demarcation process are not yet known,
the parties request the United Nations to facditatsolution of problems which may arise due to
the transfer of territorial control, including thensequences for individuals residing in
previously disputed territory.

17. The expenses of the Commission shall be bajually by the two parties. To defray its
expenses, the Commission may accept donationstfrerdnited Nations Trust Fund established
under paragraph 8 of Security Council Resolution71df 26 June 1998.

Article 5

1. Consistent with the Framework Agreement, in Wwhifee parties commit themselves to
addressing the negative socio-economic impactettisis on the civilian population, including
the impact on those persons who have been departexyjtral Claims Commission shall be
established. The mandate of the Commission is¢mdehrough binding arbitration all claims
for loss, damage or injury by one Government agairesother, and by nationals (including both
natural and juridical persons) of one party againstGovernment of the other party or entities
owned or controlled by the other party that are€igted to the conflict that was the subject of
the Framework Agreement, the Modalities for its kempentation and the Cessation of Hostilities

Agreement and (b) result from violations of inté¢romal humanitarian law, including the 1949
Geneva Conventions, or other violations of inteora! law. The Commission shall not hear
claims arising from the cost of military operatippseparing for military operations, or the use
of force, except to the extent that such claimslve violations of international humanitarian
law.

2. The Commission shall consist of five arbitrat@&ach party shall, by written notice to the
United Nations Secretary General, appoint two memhin 45 days from the effective date
of this agreement, neither of whom shall be nat®oapermanent residents of the party making
the appointment. In the event that a party failsame one or both of its party-appointed
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arbitrators within the specified time, the Secrg{@eneral of the United Nations shall make the
appointment.

3. The president of the Commission shall be sealdayethe party-appointed arbitrators or failing
their agreement within 30 days of the date of appagnt of the latest party-appointed arbitrator,
by the Secretary-General of the United Nationg aib@sultation with the parties. The president
shall be neither a national not permanent resideeither party.

4. In the event of the death or resignation of antmer of the Commission in the course of the
proceedings, a substitute member shall be appoortedosen pursuant to the procedure set
forth in this paragraph that was applicable togphpointment or choice of the arbitrator being
replaced.

5. The Commission shall be located in The HagudtsAdiscretion it may hold hearings and
conduct investigations in the territory of eitharrty, or at such other location as it deems
expedient.

6. The Commission shall be empowered to employ puatessional, administrative and clerical
staff as it deems necessary to accomplish its wockyding establishment of a Registry. The
Commission may also retain consultants and expefeilitate the expeditious completion of
its work.

7. The Commission shall adopt its own rules of pchee based upon the 1992 Permanent Court
of Arbitration Optional Rules for Arbitrating Dispes Between Two States. All decisions of the
Commission shall be made by a majority of the cossioners.

8. Claims shall be submitted to the Commissiondiheof the parties on its own behalf and on
behalf of its nationals, including both natural gmddical persons. All claims submitted to the
Commission shall be filed no later than one yeamfthe effective date of this agreement.
Except for claims submitted to another mutuallyeagr settlement mechanism in accordance
with paragraph 16 or filed in another forum priotthe effective date of this agreement, the
Commission shall be the sole forum for adjudicattagms described in paragraph 1 or filed
under paragraph 9 of this Article, and any suchm@avhich could have been and were not
submitted by that deadline shall be extinguishedccordance with international law.

9. In appropriate cases, each party may file clambehalf of persons of Ethiopian or Eritrean
origin who may not be its nationals. Such claimalldbe considered by the Commission on the
same basis as claims submitted on behalf of thiéy’'paationals.

10. In order to facilitate the expeditious resauntof these disputes, the Commission shall be
authorized to adopt such methods of efficient cagaeagement and mass claims processing as it
deems appropriate, such as expedited procedurgsdoessing claims and checking claims on a
sample basis for further verification only if ciragtances warrant.
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11. Upon application of either of the parties, @@mmission may decide to consider specific
claims, or categories of claims, on a priority basi

12. The Commission shall commence its work not nioa@ 15 days after it is constituted and
shall endeavor to complete its work within threargeof the date when the period for filing
claims closes pursuant to paragraph 8.

13. In considering claims, the Commission shallypglevant rules of international law. The
Commission shall not have the power to make detssex aequo et bono.

14. Interest, costs and fees may be awarded.

15. The expenses of the Commission shall be bayually by the parties. Each party shall pay
any invoice form the Commission within 30 daystsfreceipt.

16. The parties may agree at any time to settlstanding claims, individually or by categories,
through direct negotiation or by reference to aapthutually agreed settlement mechanism.

17. Decisions and awards of the commission shdihlaéand binding. The parties agree to
honor all decisions and to pay any monetary awasddered against them promptly.

18. Each party shall accord to members of the Casion and its employees the privileges and
immunities that are accorded to diplomatic agentieuthe Vienna Convention on Diplomatic
Relations.

Article 6
1. This agreement shall enter into force on the désignature.

2. The parties authorize the Secretary Generdleo©QAU to register this agreement with the
Secretariat of the United Nations in accordancé waiticle 102(1) of the Charter of the United
Nations.

DONE at [Algiers, Algeria] on the [12th] day of Deaber, 2000, in duplicate, in the
English language.

FOR THE GOVERNMENT OF THE FEDERAL DEMOCRATIC REPUBL OF
ETHIOPIA:

[Prime Minister Meles Zenawi]

FOR THE GOVERNMENT OF THE STATE OF ERITREA:

[President Issaias Afewerki]
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