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Industria lization and Tariff Protection 

in Ethiopi2 

A B S T RA e T 

Industrializa tion in Ethiopi a is a r ecen t phenomenon. The 

eontribution of the m~ nuf~ cturi n g sec tor in term s of GDP, employment, 

export earnings , etc. is ve ry s ma ll. The ma nufac turing industries 

emphas i se the produc tion of non- durab l e con sumer goods. 

In tthiopia , t a riff protec t ion i s a n importa nt in~trument 

e mp10yed by the gover nment to e ncourage the domes tic industries. 

The obj ec tiv'" of thi s ,tudy is, among o the r things , ( 1 ) t o assess 

the effecti V€ness of tariff protection, (2) t o identify which 

industries or group of indu s tries thE' policy fa vours and the possibl e 

consequences of the pol icy a nd (3) to esti mate the domestic r esource 

co st o f savi ng a unit of foreign e xchange. 

The findin gs show th3t the pa tte rn of protection in Ethiopia 

favour s consume r goods production. These a r e the oldes t gl:'OUP of 

i ndustri es in the history of menufec turing in the country. Howeve r, 

they a r e s til l p r o t ected high l y. This is a s ign of inefficiency. 

The finding s a l so r evea l that t a riff r a t e setting i n Ethiopia i s a 

c ase-by- case appr oach. There i s no cons i stency in the l e ve l s of 

prote ction e v e n wi thin sub-bra nches.. The Domestic Re so urce Co s t 

es timation shows tha t the do mestic f 2 c t or endowme nt s do not su i t to 

the produc tio n of so me products. 

Protec tion by i t self does not necessarily lead t o ine ffici e ncy . 

What is important i s the dosage and type of i ndustr ies t o be pr o t ected. 
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INTROl)JCTION 

Agricultur'e) Hhich ~~~:.< ~.~he ~n;li(: econ.Guic act'i.vt ty of many 

tieveloping countries, i s chal'actef'i.zed in thes e:; cOLo"'-ri ,,;:: 0y c1iminishine: 

r eturns and lOH proGL!ctivity of labour. ,i('spHe the fact that about 

8crk of t he act.i ve populatioi1 of developing countf'i8s is ~ngQt;ed i.n agci··. 

culture these countr:Les O1re still not able to provide sufficient food 

fOl' their popul ation . 

After the Second ,Iorld .,:ar one o~ the main econom.ic delie lopGlent 

strateg.i.es of mos(. develcping countr'ies ha.:::, been the establishnent and 

enlargement of a strong Lldustr'ial sectOi' . !I couricry' s level of economic 

development is r.easureu . by its level and pace of industr'ializatior~ Le . 

the higher the level of industrial develop!:!zc)t the more developed the 

country is. Thus G"veloping coun t l'ies str'i'le: to industriali7.p. fast , 

and if posl3ible, 'clOY to capture a substantia l portion of the l'i0r1d \ s 

industrial r,Y-'oduction . This desire is, for inElt;).rlCt2 , expressed i.n the 

settin!~ up of ambi.tiou8 targets on Ql1 inte,'nat.io<1al. scal e suc11 as the 

target of prodL.c:;.ng 25;: of total \</01'1rj industrial ppociuction in deveJ.op~ 

ing count ries by the year 2000 . Tbe actual contribution ~y developing 

< c o, ' 10 67 d 0" l ' ' 9 "1 7 1 

countr'ies was 1). (l fQ l.n '" aYl J I ~ .1 I . i • 

In the pl'ocess of i.n(justl'ial development most developing 

countries initiaHy pursc\il'Cl i mport - substituting industriali.zation 

(i. e , industrj.~11 l :<oatj,.tm 'GO r eplace in:portr; by dor~estic production) baclced 

W by hj.gh tar:!.)'!' [Jar'rier3. Infan t industries after a certain period of 

pl··otGctiOl" are expected to grol'! into maturity and bE; able to survive 

\>D.Zhout .ct.. 'fhe i mport subst,ituting i l!dustl'ialization (lSI) sr-rategy 

\.as first popularized by I ndia "nd "",'<.i::t.an and SOPle of the Latin American 
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countries. It was vie~Jed as an indispensable industrial development 

strategy irrespective of whether the country has shortage of invest­

ible fund, balance of payme!'lt problem or not. liThe fact that Kuwait 

has more foreign exchange at ~er disposal than her present capacity 

to absol'b does not make impol't substitution as an industrial strategy 

for Kuwait inappropriate . ,,2 

Import sUbstitution as a strategy should minimize the i.mport 

content of the new industries and make use of a high rate of domestic 

input. However, in most cases it has resulted in a structure that is 

mOl'e dependent on foreign supplies for raVl materials, intermediate and 

capital goods and industrial skill. Thus lSI " . .• has resulted in 

a situation Hhere the import cost of capital and materials or parts 

\,as greater than the previous cost of the finished product . . . (these 

couJlties have) ended up substituting some imports for othel'S . ,,3 

The industrial development strategy of Ethiopi a , like many of the 

developing countries VIas import substituti ng industrialization. Tariff 

protection is an important instrument empl oyed by the government to 

encourage domestic infant .industries . The tariff schedule of the 

country has undergone various changes . It has also been revised since 

1974 . The objective of this thesis is, therefore, to assess the 

effectiveness of the existing tariff structure in the Ethiopian manufac 

turing industries, to identify \vhich industr'ies the policy favours and 
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the possible consequences of the tariff str ucture . The nominal and 

effective rates of pr otecti on for 50 mill1ufacturing products for the 

year 1973 E.C. (1980/81 ) have been calculated using the 'Bal assa method' . 

The extent to !.hi ch the nominal tariff has also effectively protected 

the sector is assessed by the use of the rank corl'elation coefficient. 

Finally the effic iency of these industries is analysed usi.ng Domestic 

Resource. Cost Criteri a. On the basis of empirical findings the 

author has ident ified some policy issues and has also made some recom­

mendations . 

The first chapter gives an overvie\;/ of industrial development 

in the country . The theoretical issue of industrialization and tariff 

protection is discussed in chapter two . The methodology used and the 

findings of the study are presented in chapters thr ee and four res·· 

pectively . The last secti.on deals with the conclusions and recormnenda­

tions . 

The paper achieves its goal s if readers , researchers and policy 

designers can gai n SO[1e benefit fror,1 it . 
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Chapter 1 

INDUSTRIAL DEVELOPMENT IN ETHIOPIA: AN OVERVIEW 

Industrial development in Ethiopia is believed to have started 

around the end of the 1860 's as a result of contacts made with the r est 

of the world. The process of development was gradual and history tells us 

that gunpowder ~~d cartridge factories were among the first to be establi­

shed in the country. On the other hand some of the basic needs of the 

people were met by imports . Pankhurst states that "improved communications 

were resulting meanwhile in greatly increased utilization of imported 

textiles, ... , in yarn of one kind or another. Imports in the early 

ninteenth century included material for weaving ."l 

At the beginning of the twenteeth century some consumer goods and 

construction materials producip.g factories began to appear in some areas of 

the country. Two saw mills in Menagesha a'1d I-Joletta, Printing Presses in 

Asrnara, Addis Ababa and Dire Dawa, two brick factories, two oil presses , 

some flour mills and bakeries and the Ethiopian Tobacco Monopoly wer e es­

tablished in Addis Ababa at about the year 1905 .2 "Menilik, being assured 

by his French Physicians that the plant (tobacco) was not harmful, agreed 

to use it as a sour'ce of revenue. ,,3 

Darmar '[arlnery \~hich has not. been renamed the Awash 'lBnnery was 

established in 1912. "A considerable part of the machinery for the Darmar 

Tannery was imported from Engl and . ,,4 Berhanena Selam and St. George 

Brewery were established in 1921 and 1927 respectively. 

In general, for about 60 years after the star't of modern 

industrialization in the country, industrial development was limited to 
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the production of fire-arms, construction materials and non-durable 

consumer goods . Sources of energy for the plant were diesel, w~ter power 

and fire wood.5 

1.2 Industrial Development upto 1974 
/ 

This period covers the duration since the Italian invasion upto 

the revolution. The Italians established some food and construction in-

dustries. Of the factories that were established during the inva$ion 

period, the Dire Dawa Cement FaCtory which commenced operations in 1938 was 

the l argest . After the invasion, the absence of developed infraatructure 

and electric power were t he major bottlenecks for reconstructing the 

economy and starting the indu3trialization process. 

1.2.1 Investment policy 

Despite the relative impr'ovements made in the construction of power 

stations ru1d transport faci lities , industrial development was hampered 

by the shortage of i nvestment . Because of the character of primary exports, 

the country could not earn the r equir ed foreign exchange. Thus The (bvem-

ment issued various investment policies and i ncentives that encouraged 

the flo>'] of foreign public and private capital into the country . "Ethiopia 

\vill at; :,,11 times welcome foreign investors l.mo may be willing to employ 
\ 

their 'nOl1e,y for development works, ei t her i n partnership with Ethio­

pians or as pl'ivate entrerreneurs.,,6 

According to the 1963 Investment Decree: 

• 

1 
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A newly established enterprise l.Jhich invests in Ethiopia, 

before the cO!'~·.1encement of operations) not l ess than 

200,000 birr, sbaLL, upon the recommendation of' the invest­

ment c=ittee, be exempted by the ~·1j.nistry of !"inance from 

the payment of income tax for ':- pertod of 5 years frO!ii the 

date of c~~encement of operatlons. 

For the purposes of expansion enterprises \.Jith an investmE!t1t of 

not less than 200,000 birr, were also exempted from the payment of income 

tax for a period of 3 years. Other privileges afforded to investors in­

cluded customs fl"ee. iJIiport of industl"ial machinery and equipment, re-

patriation of profit to f'orei.gn share holders and permission to buy and own 

land for industrial use. 8 

The investment climate of Ethiopia ~2S more conducive to foreign 

investors rather than nationals, because of the minimum investible capital 

required. The direct or indirect effects of the investment laws on the 

country's industrial development are reflected in the following discus-

sions. 

1.2.2 Development strat egy 

Import substi.tuting industrialization involves the domestic 

production of consumeI' goods th~t Ivere previously imported. Such goods 

are produced with 'relatively simP4e technology and do not require. sophis-

ticated skill. lSI is accompanied b1 protection of the domestic market. 

For this purpose tariff protecticn ~s the~ commonly used trade policy. 

The concept and issues on l SI are exbensi vely <ha~ e1se~lhere. 
9 

LH;e reany Qr tile dell~lL>pi ~ .cauotri~ of the Horld, ~e 1n61.1.:i.trial 

develOp!!!el'!t str.ategy of Ethiopia was import subs1:11U.t;t~ iwc1!)S'-i ~uat-" 

ion behind t ariff l.a11s. In the First Five year Plan 'main lines and 
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targets of development' for the rr.3l1ufacturing sector Here geared toHards the 

satisfaction of domestic demand li.e. import substitutio~j and a reduct-

ion in the import of manufactured cOlllmodities. 10 In the Third Five Year 

Plan, i t Has explicitly stated that the developrr~nt policy for the sector 

Has to "continue the present encouragement to import - substituting in­

dustries, with the objective of saving substantial foreign eXchange.,,11 

Eshetu and Teshome state that Ii .. . vie find that i ndustrialization through 

import substitution is Hbat has been taking Place.,,12 

Some studies indicate that Ethiopia is completing the first 

stage of impopt substitution. 13 For instance in the textile industry 

Eshetu concluded that: 

Tt J r: ~"'Oce3s 0: i:.j1--'(..r-~ ~l~b.::t::'tution ( i ;) the sense of decreasing 

reliance on imports) in the Ethiopian cotton textile industry 

ov: r ~:·~!c p;:tsL leCf'.':e Of' so h::.:::; been quite ir: pressiv~. ' ... for 

all practical purposes, thePefore. Ethiopia can be considePed 

to \.".2.':e alre.e~dy achieved self-.sufficiency in. cotton fabrics".l4 

1.2.3 !-1ain indicators of industrial development 

1.2.3.1 Contributions to CDP and value added 

The contribution of industry to the gross do"lestic product (GDP) 

is relatively small. In 1973/l~ , far instance , the share of industry v~ 

16.1% of CDP in 1960/61 constant prices. About a quarter. of this HaS 

due to manufa~iog. The contribution of each branch of industry to CDP 

is preseuted ill table 1. 
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Table 1 

Industry Contribution to GDP 

At constant 1960/61 prices (in Percentages) 

1963/4 1968/9 1973/4 

Industry: 9.2 17 .1 16 .1 

of which: Building and Construction 1.9 6.4 5.5 

El ectricity & water 0.4 1.0 1 . 1 

Manufacturing 2.5 3.9 4.4 

Handicrafts & Smal l scale 4.2 5.5 4.9 

Mining and quarrying 0 .2 0 .3 0 .2 

Source~ Statistical Abstract, various i~sues 

The contribution of the manufacturing sector to value added is 

also small. The share of value added from gross value of production for 

t he 10 years (from 1963/4 to 1973/4) indicated in Table 2 is below 50 

percent . This implies that more than half of the g'ross value of product­

ion is attributed t o material inputs and utilities. 

Table 2 

Gross value of production and val ue added in 

establishments employing ten and above workers in 

THE MANUFACTURING SECTOR 

1963/4 1968/9 

Value added ( in '000 Birr) 223,529 

Gross Value of Production (in'OOO Birr) 

Value added as percent of gross 
Value of production 

Source: Statistical Abstract, various issues . 

156,894 467,039 

47.9 

1973/ 4 

380,786 

890,243 

42.8 



- 10 -

1.2.3.2. Contribution to :Employment 

The contribut.ion of t he manufacturing sector to employment is 

negligible. For instance, i n 1973/4 the total number of people employed 

i n the enterprises employi ng ten and above ~Iorkers was 57,320 \ 'la.ble 3) . 

This is only 0.4% of the total labour force of the country. In the Five 

Year Devel opment Plans, sufficient attention Has not given to the choice 

of labour - intensive technologies , which could absorb the redundant labour 

of the agricultural sector . This was partl y because of the lack of awar e-

ness of the problem and partly because of lack of foresight. In the second 

Five Year Plan it was stated that: " Population pressure does not exist 

in this country ... consequently the labour intensive scheme does not have 

to be ~nplemented at any cost by negl ecti ng the technical prngress and 

propulsive sectors . ,,15 

Table 3 bel ow shows the mnnber of people empl oyed and the share 

of ntanufacturing employment in total l abour for ce . 

Table 3 

Number of people empl oyed in manufacturing establi shments 

employin.Sten and above workers and its shal'e in total labour for ce 

1963 1968 1973 

Nurnber of people employed 33,555 48 ,652 57,320 

Total labour force ( i n '000 ) 12,336 13, '(51 

Share of manufacturing employment 
- .. -

in total: lalooot fOrce L%J 0.39-- U.42 

Source: Statistical Abstract, Various issues. 
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1.2.3.3 . Domestic r esource utilization 

The industries did not make effective use of the abundant 

resources such as livestock, agricultural products, etc. and de-

pended to a large extent on f oreign markets for the purchase of raw 

materi al s . For the years indicated in t able 4, the share of impor ted 

i nputs from total material i nputs for the manufacturing sector was more than 

40% . Paper and paper products, chemical and the metalic industries 

depended more than most , (L e. greater than 85%) on imported i nputs . 

More details are presented in table 4. 

Table 4 

Share of imported i nput s of total materi al inputs 

( i n percent) 

t1anufacturing industry branch'3S 1969170 

Food Industry 
8.9 

Beverage Industry 
39 .6 

Textile Industry 
36.6 

Tobacco Industry 
31 .2 

Leat her and Shoe Industry 2/~.9 

Wood Industry 
26 0 

Paper and Paper products Industry 94 .0 

Printing and publishing Industry 95 .7 

Non-metali c Industry 18 . 5 

Chemical Industry 
92 .6 

Basi c metal Indus try 70 . 1 

Manufactur ing t otal ~J~~ 

1971/72 

13.2 

39 .8 

36.8 

81.5 

22.4 

15 .6 

85 . 4 

73 . 1 

3 ~ .8 

91.3 

70.8 

~l~J 

Source: Ministry of Commerce, Industry and Tourism and Central 

Statistical Office , Annual Survey of ~lanufacturing Industry 

1969/70 and 197 1/72. 
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1.2.3.4. Per Capita Production 

The per capita (PC) production of mru1ufactured articles in t he 

country i s one of the l owest in the world . For instru1ce, in 1973/74 

t he PC production of sugar was 4.2 kgs, of shoes 0 . 16 pairs ru1d of 

fabrics 2.8 cm2 . (Tabl e 5). 

An international comparison of PC producti on for some select ed 

manufacturing arti cles are given in Appendix I . 

Table 5 

Per Capi ta Producti on of Major 

l'1anufacturing Articles 

Unit of 
Measure 1963/4 1968/9 1973/4 

L Sugar Kg. 2.92 2.74 4.19 

2. Edi ble Oil " 0.21 0 .34 0.33 

3. Fabrics Sq .M. 1.00 2. 96 2. 78 

4. Cotton Yam Kg . 0 .27 0.L,2 0 .43 

5. Shoes Pairs 0 .03 0 . 11 0 . 16 

6. Soap Kg. 0 . 16 0 .21 0.39 

7. Cement " 1.56 7 . 19 5 .97 

8 . \vire rods " 0 .40 0.33 

Source: Computed from Statis tical Abstract,Various issues. 

'i .2. 4. Structure of output ru1d employment 

1. 2.4 . 1. Output Structure 

The mru1ufactur ing sector is dominated by the production of 

non-durabl e goods. As shmm in table 6 below, the shar e of food , 

beverages, tobacco ru1d textiles, n:u~,:s,;;.' from 63% to 78% of gross output. 
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The development of intermediate and capital goods industries 

such as the chemical, paper, metal and non-metalic industries, is very 

backward. The r etarded growth of these branches of industry has a 

strong negative impact on the development of the economy in general , <.:I·,d 

the growth of the sector, in particular . This is because of the expans-

ive linkage effects in these branches and " because investment in capital 

goods generally has a higher technical content.,,16 

The other obvious effect of the high concentration of consumer 

goods production for the domestic marke~s the minimal effort exerted on 

manufacturing for export. Exports of manufactured products from 

Ethiopia have al ways b8en iml.i c~ificant in terms of proportions of total 

export value, employment shares or in t el'rIlE. of' i nvestment allocations . 17 

1. 2.4 .2. Employment Structure 

As a country industrializes the proport:;''.)i1 of the labour force 

employed in the manufacturing sector of a country rises. St ructural 

changes in emplo~nei1t within industry also reflect the changes in the 

structure of the sector. As nJore and more emphasis is given to the 

establishment of engineering , metal, chemical, etc . industries, the 

level of empl oyment in these branches will rise. 

However, in Ethiopia as in the case of the output s t ructure , the 

employment structure is static over the years, and concentrated in 

the '101, development linkage' sectors. Hore than 60% of the total 

nurnber of workers are employed in the food, beverages, tobacco and 

textiles sub-branChes . (Table 6) . 



_ 1L: ... 

The other featur e of employment in the manufactruing sector is that 

it has not been responsive to changes in output, capital stock, or t o 

the level of investment. 18 This char acteristic is presented in table 7. 

Tabl e 6 • 
Structur'e of output and employment 

Share i n grOSS output( %) Share in employmsr..t r cJ ~ 

Bl"anch of 
• ,N ; -

Manufacturing 1964/5 1968/9 1973/4 .. 1964/5 1<;:';819 "?f'J/4 

Food 30 .0 24.4 18 .6 39 .0 17.1 20.3 

. Beverages 15.6 10.8 9· 9 4.5 6.5 5.1 

Tobacco 2.7 2.9 ';. 3 0 .9 1.2 0 .8 

Textiles 29.3 33.7 30. 9 33 .2 44. 6 41.0 

Leather & sr.oo 4.9 3 Q . , 4.1 4.0 4.1 4.8 

Wood 2.5 2.$ 2.4 4.7 6.4 7.4 

Non-metal. 4.7 4. 9 2.9 6.5 7 " . ;' 7. 1 

Paper' & Printing 2.4 1.9 1.6 2.4 3.3 ~6 

Chemical 3.4 8 . 5 20 .7 3.0 5.3 7.5 

Metal 4.5 6.2 ~ ... _1.:2- 3 .3 ',j '. -' ~ ... 

Total 1QQ J29 JW .. ~ ~;Q 1QQ_ 1QQ_ 

Source: Computed from Statistical Abstract , Various issues. 



- 15 -

Table 7 

Elasticity of Industry Employment (1955-1975) 

./ Output el asticity of industry employment 

v Investment elasticity of employment 

El asticity of employment with respect 
to changes in capital stod< 

Ivage elasticity of employment 

Bivariate Linear Aritr~etic 

Average 

0.376 
(6.193) 

0. 448 
(5.173) 

0.608 
(9 .219) 

0.510 

(8 .761) 

0.525 

0. 283 

0.662 

0.592 

Source: Teshome t'Iulat, "Industry Employment in Ethiopia', " Ethiopian 

Journal of Development Research,L!(IJo. 1, April, 1980) l ' F .',n, . 

1.2.4.3 Technology Mike-up 

The machinery used i n the maYlufacturing sector is generally 

obsolete . The sector suffers from a shortage of spare parts and frequent 

stoppages. Domestic share in i ndustrial mar.hinery i s negligible. 

On account of the fact that an appropr:!.at e domestic technology has not 

been devel oped in Ethiopia, there has been a tendency towards the use 

of capital intensive techniques and dependency on the industrialized 

countries has been pl'omoted. 

A study IIJade on the el astiCity of labour substitution in the 

- 0 
rnanufacturirg sector " r eveals that factor substitution possibilities i n 

production are tecru10logically constrained and of limited scope. In the 

, 



- 16 -

existing enterprises the substitution of l abour for capital i n the 

industries at sufficient scal es is w1lil<ely . "Reducing or freezing wage 

levels and removals of capital subsidy (to make capital relatively more 

expensive than labour) may not bring about signifi cant changes in the 

rates of factor use in production.,,20 

1.2.5 Ownership pattern and geographic distribution 

1.2.5.1 Ovmership pattern 

In terms of paid-up capital and gross value of production, the 

bulk of the manufacturing sector was privately ol1tled . According to the 

1971/2 manufacturing survey the private share in paid-up capital was 6lI. 7%, 

with foreign private capital constituting 42. 2"/0 . (Table [j ). Except for 

t.l,c: r,lGtal ind;.~;;:tpy ( r~" j.nly in fabricated metal products) private capital 

cOllcentrat",d 5.;: t·ll" [Ji'oduct.i oli of non-durable consumer goods. This is an 

area ./hich has 03. depe:YJctble domestic market and quick returns with relatively 

less expansive linkage effects in the economy . Thus the government share 

in paper and printing and the chemical and non-metalic industries I,as sub­

stantial . The Tobacco ~bnopoly has al ways been W1der the full control of 

Government. 

There are of course a number of adverse effects t o the forei@1 

domination of ownership . These include the drainage of the country's 

foreign exchange in the fonns of returns on capital i nvested, -re-patriatio.'1 

of ~omf B management fees etc . a'5 ~Iell as a lack of development i n 
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national capabilities . 21 The folloHing table shows the pattern of 

ownership i n);enns of paid-up capital in 197 1/72. 

Table 8 

Pattern of ownership i n 1971/72 

Share i n Paid-uE ca[2ital(%) 
~1anufacturing Ethiopian 

Branch Total Foreign Total 

Total Gov't .Private Privat e Private 

2::3+6 3=4+5 4 5 6 7=5+6 

1 • Food 100 38 .3 13 . 2 25 .0 61 .8 86 .9 

2. Bever ages 100 67 .3 6.3 61.0 32.7 93 .7 

3 . Tobacco 100 100 100 

4. Textiles 100 45. 6 20 .5 25 . 1 54.4 79 .5 

5. Leather & Shoe 100 27 .8 27.8 72. 2 100 

6. Wood 100 39 .3 0.9 38 .4 60 .7 99 .1 

7. Paper & Printing 100 72 .6 63.4 9.2 27.4 36 .6 

8 . Non-metal 100 73 .5 53 .3 20 .2 26.5 46.7 

9 . Chemi cal 100 89 .6 87 .7 1. 9 10 .4 12 .3 

10 . Metal 100 L,0 .8 9.9 30 .9 59 .2 90 .1 

Manufacturing 
Total 100 57 .6 35 .3 22 .3 42 .4 6li .7 

= = = ===== === ====== ===== ============== = ~=== = === ======= = = === ==== = ======== 

Source: 11inistry of Commerce Industr y and Tourism and Central 

Statistical Offi ce, Annual SurveJ;: of Hanufacturing 

IndustrJ;: for 1971/72, Addi s Ababa , June 1974. 
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1.2 .5. 2. G80graphic Di stribution 

The geographic dis tribution of manufacturing industries shows 

a high concentration in the Addis Ababa - Nazreth region , the Asmara 

region and the I-larar - Dire Dawa r egion . These three r egions account 

for 97 .9% of total manufacturing establishment s, 91.6% of total fixed 

assets and 92 .3% of manufacturing employment. (Table 9). 

The main reasons for the concentration of the industries in these areas 

are the availability of major i nfrastructure (i.e . pOlVer, road , railway 

etc .) baDking, insurance and other institutions . The absence of equitable 

regional development policy is al so a factor for the concentration . As 

a r esult industrial activities i.n the other r egions are insigni.ficant . 

This has contributed t o wideni ng the gap i n the level of development be­

tween these areas and the rest of t he country. 

Table 9 

ReSii onal Distribution of Panufacturin~ Industries in 1969 

Establishments Fixed Asset EmploYljlent 
Region 

No. % In '000 Birr % No. 

Shoa 223 51.0 156,410 47. 4 35,552 

Eritrea 164 37 .5 122,758 37 .2 13 ,901 

Hararghe 41 9 .4 19,924 6.0 5, 001 

Others 9 2.1 30 ,973 9.4 4,560 

Source: Commercial Bank of Et hiopia , The Ethiopian Economy 

(Addis Ababa : 1970), pp . 11-12. 

% 

60 .2 

23.6 

8 .5 

7.7 
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1. 3 . Industrial Development Since 1974 

'i\ 
As a basic principle of socialism it was found necessary to transfer 

to government ownership those resources that are crucial for economic 

development . Thus a proclamation to provide ownership and control by 

the goverDJTIent of the basic means of producti on was issued in 1975 .22 

In the same year, the tlinistry of National Resources Development Has 

established i n order to co-ordinate and manage enterprises related to 

agriculture, industry, commerce, mining and services and in order to pro­

mote the econony of t.he country in general. 23 Later in September 1976 

the i1inistry of Industry .Ias specifically established i.~ order to manage 

and control industrial enterprises. Immediately after nationalization, 

13 industrial corporations Here established to organize, manage and 

control public enterprises . 

The programme of the lJational Democratic Revolution(NDR) Has 

issued in April 1916 (1968 E.C).24 In the economic field, the objecti ve 

of the programme is to establish a strong and independent national economy 

based on domestic r esources . It takes agriculture as the foundation of 

the country 's economy. With regard to industry, the programme emphasi ses 

that there should be strong linkages betHeen agriculture and industry and 

that in the begirming industrial development shoul d start with the 

establishment of light industry. A Small-Scale Industri es Development Agency 

(HASIDA) was established by proclamation in 1977 in order to promote and 

co-ordinate the development of handicraf~s and small scale industries. 25 
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Four years after the revolutior. it ~Ias believed that the 

country's economic and social problems could be solved by launching 

co-ordinated development campaign by mobilizing the country's resources 

through a central authority . Accor'Clingly the National Revoluti.onary 

Development Canlpaign and Central Planning Supr~me Council (NRDC & CPSC) 

vias established by proclamation i n 1978. 26 The main objective of the 

campaign \'laS to concentrate on the i mmediate and pressing problems of the 

country and later on to forrnulate short, medium and long-terra plans. 

In the manufacturing sector the short term objective was the 

removal of the production bottlenecks and problems in the existing 

factories, so that ir.dustrial. production could increase. As a result of 

nationalization the former forei@l oh~ers, managers and technicians had 

left the country, creating a shortage of skilled manpOlver. Basic in-

formation such as the origin and anticipated life of machinery \Vas mis-

sing creating problems in maintenance and tbe ordering of spa;"e-partsj hence 

some factories were operating below capacity. In addition some of the 

establishments had been partially or completely destroyed by the war . 

The strategy folloHed in order to eliminate the shortage of 

industrial products Vias to reactivate factories damaged by the war and 

to increase labour productivity throu~1 ~ greater utilization of capacity. 

In the first year of the campaign (19781'79), the 

facturing sector Vias satisfactory and 93% of the 

performance of t.he manu-
2-( 

target \Vas full filled • 

Up till nOH five annual campaign programmes have been completed . In order 

to build a strong national economy through the participation of foreign 

capi tal and for the transfer of foreign technology a procla'llation to pro., 

vide for the establisb.mer.t of joint venture Has recently issued .28 
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Although it W2Y be too early to assess the changes in the 

structure and distribution of the enterprises, the trend so far ShOh'S 

that there is no major structural change . In 1979/ 80 the share of food, 

beverages, tobacco, textiles and leather and shoe industries in gross value 

of production was 69 .4%. (Appendix II) . In the same way 86 .4% of the 

establishments, 90.4% (emploYlllent and 93 . 7% of the gross value of pro­

duction are distributed in shoa, Eritrea and Hararghe) administrative 

regions of the country . However, it is worth mentioning the change in 

the pattern of ownershop. Unlike the pre-1974 period, 94% of the gross 

value of production is generated from the public sector. (Appendix III) . 

Industrial output was expected to increase by the efficient 

utilization of installed capacity (i .e . introducing additional production 

shifts, r emoving production bcttlenecks, etc.) • The major share of the 

additional investment was allocated to the production of non-durable items. 

Total investments for expansion and replacement in manufacturing for the 

period from nationalization up to 1981 was estimated to be around 250 

million birr of which 195 million birr or 78% was invested in order to 

produce consunption gOOds. 29 

In general industrial development after 1974 focused more on the 

strengthening of public ownership, the control of enterprises and in­

stitutional changes . Hence achievements in terms of economic magnitudes 

and structural changes have been limited. 
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Chapter 2 

Industrialization and Tariff Protection 

2.1 Free trade 

Free trade is a trade policy 'lhich places no restriction on the 

movement of goods between countries. Free trade policy was first put 

forward by Adam Smith . According to him, free trade between nations 

enables each nation to increase its wealth by making use of a division of 

labour and specialization. 1
 Ricardo also supported the idea of free trade 

with his principle of comparative advantage. Free trade is assumed to 

increase the real national product of all countries and hence enhance the 

welfare of the world community . 

Although a policy of free trade may be advantageous for 

the world as a whole it may not always be in the interest of developing 

countries to adopt such a policy . A free trade policy is only likely to 

be appropriate /if the national resourGes of a country are effectively 

utilized. "The governmenl of an underdeveloped country is taced not with 

the problem of contributing the maximum to world welfare, even at a cost 

to its own citizens, but with contributing as much as it can to the 

welfare, income and employment of its own citizens.,,2 

Free trade may be considered as a trade policy whereby a dominant 

country exploits a poor country . For instance the f r ee trade policy 

adopted by the British Government in India, effectively wi ped out a one-

time flourishing handicrafts industry in that country and " .. . it inhibited 

internal development. ,,3 In international trade, developing countries face 

severe competition with the advanced countries and an industry in a develop-

ing country finds it difficult to get established with the policy of free 
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trade. "Any industry, (l,Jhich can be) eliminated under free trade, 

can be establi3:1c(1 through the sL ,ple application of a duty on t he 

imports. of Hsproducts. ,,4 

In addition after the First \-,orld I-Jar the changes in the nature of 

international trade and the great depression of the thirties, resulted 

ill imbalances in the balance of payments of rrl~1y countries, necessitating 

a modification to the theory of free trade . 

2.2 Protection 

Protection r efers to such measures as tariffs on i mpor t s, quotas, 

exch~e controls, etc ., that raise the price received by domestic pro-

ducers of an importable commodity above the c. i. f . price of similar com-

modity. The tariff system is the most commonly used metilod of protection 

and it is one of the earliest methods of restrictine imports. 

There are different ty')es of classification of i rlport tariffs. 5 

In the single column tariff system a sinele rate of tariff is imposed on 

imports from every country, thus a country treats all like commodities 

uniformly regardless of the country of ori gin . In the general tariff system 

the country applies a colu~n of duties ctpplicable to all countries except 

to those for \vhich specific tariff treaties have been made. 

The specific tariff t r eaties include the most favoured nations 

treatment and the preferenti al t ariff systems . In the 'most favoured 

nations' treatment, minimum duty rates ar e levied upon the commodities that 

are imported from those countries I-iith which special treaties have been 

entered . Mnximum r at es arc levied on imports from other countries. The 

preferential tariff system gives exclusive trade privileges to countries 



_. 27 -

related to it by regional.economic, political, or other ties . 

Custom duties can be specific or ad-valorem .6 Specific 

duty is l evi ed on the basis of physical units (i. e . a fixed swn of 

money per physical uni t of commodity ), vlhile ad-valorem duty i s levied 

on the basis of the value of goods (i. e . a f ixed percentage of the value 

of goods) . In some cases, specific or ad-valorem duty vlhich~ever is 

greater (or smaller) is l evied on i mports . II type of duty Hhich i s 

rarely used , is the compound duty , which i s a combi nation of both 

specific and ad- valorem duties. In this case, a duty is levied on the 

basis of physical units as 11ell as on the value of the good . 

The ad-val orem tax being a fixed percentage to value, is more 

equitable, and providcs a more constant level of protection to domestic 

industry . The protection a,'ford2d to dOlllestic i ndustries by a specific 

duty declines as t he price of i mported commodities rises as a result of 

inflation or other factors . 

2 .2.1 Tariff Protection 

The main argument for tariff protecti on as an important means of 

trade restrictive policy rests upon the theory of the infant industry, 

introduced by Sidney S. Alexander'? An infant i ,rdu::;:;ry during its initial 

years i ncurs high costs, Hhich as a result of the 'learni ng-by-doing' pro­

cess could fall to the level of landed price of i mports. Hence it should 

be protected against foreign products. 

Fri edel'ich List argued that !If; nation cannot develop its o\VD 

manufacturing without protective duties. The r eason for this is the same 
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as that why a child or a boy i n wrestling wi th a st'rong man can scarcely 

8 

be victorious or even offer steady resistance . II In the same Hay Mill, 

Bastable, Kemp and Heade a rgued for infant industry protection and set 

the criteria for such pr'otection. 

Accor ding to J . S . t~ill " ... Protection should be confined to 

cases in which ther e is ground of assurance that the industry l,hich it 

fosters will after a time be able to dispense ,lith it. ,,9 The infant 

i ndustry is expected to grow up and be able to compete with foreign 

producers in domesUc and l'1orld markets . C.F . Bastable adds to Bills 

cri terion that". .. it is necessary further that the ultimate saving in 

costs should compensate the community for the high cost of the protected 

l earnj.ng period . " 10 A. Hamil ton also agrued " ... a temporary enhancement 

of price (as a result of protection) [;Just always be Hell compensated by 

a permanent reduction of it . . ,,,ll Thus the infa~t industry should be 

able to cover the costs of subsidizing its infancy. 

Anal ysing the above criteria H.C. Ke:np notes that "If the 

"Mill test" and "Bastable test" are passed, the industry therefore shoul d 

be established." 12 But he says "t'ircumstan':es could be imagined in Hhich no 

protecUon at all would be required.,,13 So, he adds l'Ihat may be called 

"necessi ty" or "need" criterion . " l\ccording to tleade the case where the 

infant firm may need protection is when " . .. its own acquisation of the 

necessary skills, etc ., indirectly helps other firms to learn as Vlell.,,14 

The argument that an industry will grOH up from infancy to effective 

manhood ane should generate external economies in order to be protected 

Has criticized by Taussig, Haberler and others . In criticizing List's 

argument Taussig says "that a tariff may help an industry to survive the 
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11eaknesses of infancy is not to be disputed. But it is very 

difficult to lay down general rules for ascertaining Hhcn such a pos­

sibili ty is in fact present. ,, 15 Haberler commenting on the time the 

tariff will be removed states that " . . . in fact this moment never 

arr ives . Thus temporar'y i nfant industry duties are t ransformed into per­

manent duties to preserve the i ndustr ies they protect . ,,16 

Inspite of the criticisms to the arguments for infant industry 

protection, (for instance, with regard t o the time required for an i n-· 

fant i ndustr y to reach maturity), many developed and developil!g countries 

employ this theory as an importm1t policy instr~~ent for the protection of 

the domestic market . 

The effects of tari ff protection can be illustrated using the 

fol l owing diagram . I;; G ... ·w-r. Nt 1. 

'b t o. r( " r1;" :~ c. r1 .!··t:c..i IJ'( ·: 1 b -" ,('\ 15i(,~.f', !d'!l'~_~, 
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Source: N01"dochai E. Kreinin, Internacional Economics: a policy approach 

(NeH York: Harcourt Brace Jovanovich, 1980) . 
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Under free trade total consumption is 004 and domestic 

production is 001, the remaining Q1Qu is imported at a price equal to F. 

Now assume that Ci tariff equal to t is levied on imports . The 

tariff raises the price of the domestic product f rom F to (1±t)F . 

The production effect is the L~crease in domestic output from 001 

to 002 as production moves along SS' f rom A to IT. Producer s surplus 

rises by the area GIM;. The amount 0102 equals the volume of the r e­

sources that the protected industry takes aHay from the other industries 

as t he r esult of the tariff. The production cost of protection thus 

equals APB (the amount equal to the resource misallocated as a result of 

protection) . 

The consumption effect is the decline in consumption from 004 

to 003 , as the quantity demanded moves up the curve from D to E. As 

the result of the tariff , consumers surplus declines by area GIDE and 

the area CDE equal s the consumption cost of protection . The net I-lelfare 

loss from t he tariff i s therefore equal to the sum of the production cost 

of protection (i. e . CDC). It is lmo~m as t he deady/eight loss , 17 Apart 

from this loss t he tariff results in income distribution alVay from the 

consumers to the government (BCEH) and the producers of the? prot."C:i-.ed com-

modity (GIAH) , 

Imports are r educed by 0102 + Q304 ' Total imports after 

protection is °2°3, This is the balance of payments or terms of trade 

effect of protection , 
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2.2.2 . Nomi nal Clnd 1!rfecti vc Rates of Ptotection. 

To assess the degree of protection afforded to a given 

industry the nominal rate of protection (i.e. the protection of the 

final product alone) \.]as used for a long time as the only measure of 

protection. However, the analysis of tariff protection should tal{e 

into consideration not only the protection provided to the output but 

also the protection of rnaterial inputs. Thus the concept of effective 

rate of protection (ERP) came into the front . 

ERP estimates the amount by .,hich value added in a particular 

activity is raised by protection . In other words it is the percentage 

cha'lge in value added per unit made possible by the imposition of a 

protective tariff relative to a 'no tariff' ~ituation . If the objective 

is to measure the incentive provided to the manufacturing process, some 

suggest that "The percentage by which net pronte: \JQuld be raised, would 

be the right measur e" 18 rather than the percentage i ncrease in value 

added. However, because of the difficulty invalved in Ueasuring the · 

variables of net profits, most economists resort to the latter measure . 

The concepts of nominal and effective protection are illustrated 

using diagram 2 . 



\ 

D 

~'raGe (Oxf or d: Basil Blacl:1-ielJ , 19'(9), 1:'. 

!lsSLUiJe : 1. The i nput coeffici.ents f or dOJ!es tic productier. ::ir e 

fixed and 2 . the elasticities ef forei:,."1 supply of i l"ports of ti le output 

aIld input (cloth and yarn) are both equal to i nfinity . 

Panel A shows t he supply at:d demand r elationship f or cloth a11l~ 

panel B shows t he s upply CUi"Ve fo)' yarn . 

IT ' = Perfectl:' elastic for ei gn supply curve [01' yam 

" " " " " cloth 

OY = Free t r acle import price of Yarn 

OC = " " " " " clo t h 

FF' = Domesti c supply of yam 

ZZ'= " " " 
Cl ot!' 

DD I = Domestic deP.1311G f or cl oth 

YC = ':'~e pr ice for a : mit of val ue added in the cloth indus tl'Y . 
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If a nominal tariff equal to CT/OC is imposed on cloth and 

there is no t ariff on yarn, the effective price of cloth increases 

from O' C t.o O'T. Thus ERP for the product = CT/O'C . 

If a tariff equal to YE/OY i~ imposed on yarn without a tariff 

EY 
on cloth, ERP for cloth decreases by the ~"ount YE, and thus ERP = - CY 

If the tariff on the input is combi ned vlith t.he tariff on the 

P CT -EY ( 'feT EY 
output , then ER for cloth = O'C ' Note that l L. then 

ERPt: 0) . 

lVith free trade, domestic consumption of cloth is 00
5

, equilibium 

is E'1 and f r ee trade domestic production of yarn is 001, The tariff on 

cloth i ncreased domestic supply by Q1Q3 and decreased domestic demand by 

0405' Import afte,' the tariff i s 03Q4' Tariff on yarn raised domestic 

supply by 0102 ' 

2.3. Protectionism on an international forum 

If the developing cOLmties are to industrialize rapidly it is 

important that they have access to the markets of the developed countr-

i es . 

The developir~ cOLmtries express their desire for freer access 

to these markets through the United Nations Conference on Trade and 

Development (UNeTAD). UNCTAD serves as a platfonn for developing 

countries as a group, to forward their demands . The tl,JO main de-

mands of these countries are tariff preferences and the stabil ization of 

international prices for exports from developing countries . 

\ 
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Pl'imary conmlodities constitute more than t hree-fourths of the 

f or ei[7l exchange earnines of the non-petroleuc.1 exporting developing 

cow1tr ies. The pri.ces of these COlrJll0ditl<cS fluctuate I,idely i n the 

world nnrket and thus the terns of trade for these commodities have 

been detriorati ng for a long time . The vol ume of agricultur al exports 

is a l so declining because of the greater self-.sufficiency i n food i n many 

industrialized countries 0" . . . Sjgnifi cant import substitution has oc-

curr ed for food products , refl ecting essenti ally the polici es of agri-

cultural pr otectionism applied in a number of developed market .. econcmy 

countries. ,,19 

For developing cOLintcies to be abl e to produce and market 

manufactured products in the world market the solution seems to be t he 

concept of tariff pl'eferences Hhich was developed by Raul 

Prebish . If developed countri.es thpouc;h UNCTAD grant unilateral tariff 

preferences to developing cOQ~tries then it is hoped that these countr-

ies after '" limited time of prefer'ences Hould be able to stand on their 

own feet . Othenlise" the strict adher ence to the doctrine of com-

parati ve cost theory would impl y specialization in the production of 

primary goods by the LDC , and this ;Iould eventually lead to a transfer 

f th . f t h.. ' 1 f t h LDC to the DC's . ,,20 o e galns 0 eCu!1lca ppo~ress . rom ; e 

The General Agreement on TaPiff and Trade(GATT) was set L' {J to 

serve multi-lateral tariff negotiation . The tV/o pi'inciples of GATT 

are the pri ntiple of non discriminati on embodied in the most favoured 

nations (t·WN) clause, and pr'ohibition of non-tapiff mea% of protection. 

In the initi al years of GATT it Has proposed that tadff Clrld non-tariff 
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barriers should be r emoved both from developed and develpi::,;; 

countl'ies on a reciprocal basis. This scheme is rather unfavoUloable 

to developing countries. 

The first ta'lgible result for developing countries emer ged 

f('om the Tokyo Round of negotiations, 21 whereby they I~ere able to get 

reductions from tariffs on manufactured products and from non-tariff bar­

riers. Non-r eciprocal agreements were reached Vlhereby developed countr­

ies alone remove or 10\~er trade barriers. Even then, since the tariff 

structure of developed countries increases I.ith the degree of fabrication , 

it acts as a brake for developing countries to export manufactured goods 

and encourages these countries to export in their raw form . 

The African Caribbean and Pacific vs European Economj.c Community 

(ACP··EEC) conventions signed ir. Lome in 1975 and 1979 incor-

porate tlvO aspects of trade agreements . 22 The first i s that about 95% 

of ACP products Vlould enter the corr.rnunity market custom f ree. All manu­

factured imports from ACP enter the community duty free while for agri­

cultural products there i s a duty free quota (i.e . a fixed amount of a 

product is i mported duty free) . The second aspect refers to the stabili­

zation of export eal'nings (STABEX) . According to this system com-

pensation Hill be given by the EEC to ACP cOLmtr ies if they suffer a loss 

of export earning , through price fluctuation. This is if current earnings 

ar e l ess than the average for t he preceeding four years. For least develop­

ed countries compensation is given for exports to all destinations . 

The Horl d Bank in its report entitled "Accelerated Development 

in Sub-Sahara Africa,,23 argues that for self-reliant devel opment24 
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African gover mnents must emphasise export ori ented growth on the 

principle of comparative advantag,e . Thus cOlmtries producinG; primary 

commodities should seek greater integration in the world mar ket on 

the basis of short r un comparative advantage, unhampered by gover nment 

r estriction . The Bank ' s suggestion , however, does not l ead these 

countries into self- r eliilllce and self- sufficiency. Even the industrialized 

countries such as USA and Japan have protective tariffs on many of their 

industrial products. 

Given the poor export pr ospect , the hIstoric r ecord of new 
export basis e,~pecially i n [;1ill1Ufactur).ng being bui.ld up .behind 
protective barriers ; aDd the present global level of excess 
capaci t)', "hich sugp;ests · that de~'rotecti.on '.10uld release re­
sources to unemployment , •.. is at best risky and at worst a 
r ecipe for f,'ass stil.rvation. 25 

The free trade policy presented by the Bank does not "reverse the 

fact that i mport liberalization and attempts to shift industry and agri-

gultur e toward global competitiveness ... tripled i'iexico 's ratio of im-

ports to GDP , sharply i.ncreased food deficit;s, and played a central r ole 

in precipitating the present crisi s. ,,26 

, 
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Chapter 3 

Impor't Tariffs in Ethiopia and Method of Analysis 

3.1 Tariff Setting \ 

The history of tariff setting in Ethiopia dates back to the 

early 1840's. There were various treaties made with many foreign countries, 

particul arly, European . For instance, "the treaty entered into with 

the French on June 7, 1843 ... fixed the import tax 011 French goods at 

only 3% and added that this tax should be paid in kind . "l After six years 

of this treaty, the agreement made with Britain raised the i.mport tax 

to 5%. The same duty rate was levied on Italian goods. "The treaties 

made by Menilik with Italy on ~lay 21, 1883 declared a 5% i mport and ex­

port tax. ,,2 Later the duty rate was raised to 10% ad valorem and this 

was taken to be the basic tax imposed on imports. For instance "In the 

Franco-Ethiopian Treaty of January 10, 1908 Cit was agreed that) most im­

ports from France would be charged at 10% of their value.,,3 ....-
At about the time of the Italian invasion, customs duty was 

levied on some 70 categories of imports. The rate differed from com-

modity to commodity depending on the group of people it served and its 

end use. "The tax was higher on luxuries, especially those consumed by 

the foreign cOlTlllunity, than on necessities, required mainly by the native 

population. Cigarettes and cigars, for example, were subjected to a 30% 

ad valorem tax while abujadid only 6 cents CI."ld khaki 15 cents a ldlo . ;;4 

The first proclamation on customs duties with detailed coverage 

of goods, was issued in 19~ (1935 E.C.) and came into force on the 1st of 

April 1944.5 This tariff sechedule encompassed 520 commodities (or groups 

of commodities) classified into 14 sections. Since then a number of .major 
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amendments and changes in the ra tes of i mport duties have been made . 

The 1947 , 1951, 1969 and 1976 revisions are worthy of mention . There 

were also frequent changes in the r2.tes of excise taxes on products such 

as alcohol and alcoholic liquor s, su,;ar, tobacco and fabrics . Transaction 
.. . 

taxes on imported goods have been r evi sed partly or \~olly 12 times. 

One of the reasons for the tariff schedule under-going vari ous 

changes i s the fact that enterprises r equest protection prior to their 

establishment . Even already-established enterpr ises request protection 

if they fail to be competitive .6 In one iron and steel f actory which was 

• soon to be established: 

' . •. a prospective fopeigr: investor made it clear that its 

home gover nment \oIould r equi re il letter of irtent from the 

Eth:Lopian GOv8Plli,lent promising to give pr otecti on aYJd en­

couragement to the industry as soon as production started. 

The Ethiopian Government agreed, and evidently intecpreted 

this promise as an undertaking to grant s. subst::,~·,Ual in·­

crease in t he nomixlal tar iff . 6 -
In addition" ... i n the deterwination of tariff rates the 

gover nment tended to rely heavily on data provided by the foreign firm 

i t self , whi ch was thus in an advan tegous posti on t o infl uence the out ­

come. IIS From thi.s case-by-case approach of tariff setting , it can be 

inferred that the policy maker s assumed that t ariff levied on a parti-

cul ar cowmodity will only have an impact on th~t commodity or enterprise 

alone . 

The tariff system of the country i s a single column t ariff i .e . 

it has the same duty r ate for sin'ilar products , irrespective of the-ir 

. , 
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country of origin . The tariff schedule which is in force today was 

issued in September 1976 . The schedule i s classified according to the 

Prussels Tariff Nomenclature (B .T.N. ) of the Customs Corporation Council . 

Commodities are classified according to the Standard International Trade 

Classification (Revised) (S.I.T.C . (R) ) of the Uni ted Nations Statistical 

Office. The schedule i s composed of 21 sections, 99 chapters and 970 , 

groups referred as B.T.N. headings. 

The ad valorem tariff is the most frequently used type of customs 

duty in the Ethiopian tar'iff schedule of 1976 . Out of the 1672 commodities 

(or groups of commodities) listed in the tariff schedule, 1062 of them have 

ad valorem duties . Specific duty is levied on 150 items and 79 commodities 

have an ad valorem, or specific duty , whichever is the greater' . tcJethyl-

ated or denatured alcohol is prohibited. The r emaining commodities are 

imported duty f~ee. Goods that are imported duty free include most of semi-

processed goods or chemicals to be processed in the manufacturing in-

dustry, agricultural and industrial machinery and appl iances, a~d Diplo-

mati c and Consular goods . 
/ 

In addition to customs duties , imported goods are liabl e to a 

transaction tax of 18% , based on the val ue of the import. All i mported 

goods which are subject to transaction tax are also liable to the pay-

ment of a 1% Municipality tax . Excise tax is payable in addition to 

other taxes and duty on certain impoyed commodities. The schedule also 

includes a Tobacco Monopoly Tax which is levied i n additi on to ot her 

duties and taxes on imported tobacco pl'oducts , matches , cigarettes, etc. 
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Since the issuance of t he 1976 customs schedule, duties and 

excise tax rates of some commodities have been changed . This study 

incorporates the revisions made upto 1980/8 1. 

3.2. Objectives of Customs duties in Ethiopia 

The Ethiopian tariff system plays a dual role of revenue 
~ 

generation and domestic industry protection. Although it is dif-

ficult to differentiate between tariff levied for r evenue and protect-

ion objectives, there exi st cl ear evidence that the tariff policy in the 

manufacturing sector plays a protective role. 

3.2.1. Capital goods consitit ute the ITBjor i mpor t items in the Ethiopian 

i mport structure. However , such imports as agricultural and industrial 

machinery, implements and par ts thereof' are eX§P:lPted from paying customs 

duty. Although the exemption reduces gover runent revenue, it is 3 de-

liberate policy by the gover nment intended to enhfd1c(o economic develop-

ment. This is an incentive provided by the tariff s tructure to overall 

development in general and industrialization in particul~ . 

3.2.2. One of the criterea for identifying Ivhether domestic i r;dustr y 

is protected 01' not, is to look i nto the amount and extent of V\xe" levied 

on si milar imported and domestic products. The higher the t.2Y2S on ililport'S 

in relation to domestic goods , the mor e protecti ve the role the tariff 

plays. 9 In addition to custcms duti es, l.rIJportc2 goods are liable to 18% 

transaction tax and 1% municipality tax as opposed to 7% transaction tax 

imposed on domestic nanufactured goods . Municipality t ax is not payabl e 
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on domestic produc~. Thus the hi gh indirect taxes on iOlpor ted goods 

give addi t i onal protection t o home industries . The tax rate on i m-

ported cmd domestic goods for 25 commodi ties covered i n the study are 

presented i n table 1~ . 

3. 2.3. Another approach i s to look i nto t he types of goods the duty is 

l evi ed upon . Generally if the duty levied on an item is only for re-

venue , the goods on Hhich the duty i s imposed should be t hose which ar e 

not produced 10cally . 10 If the duty is levied on items which are si mil ar 

to l ocally produced cOlilllodi ties, then the duty is pl'otecti ve . 11 The 

Ethiopian tariff structure di fferentiates between commodities whose com-

peting products are pr oduced at horne and t hose Hhich ar e not produced 

domestically . The rate l evied on i mports ,/hose si milar products are 

not manufactured locally is substantially 10l.Jer than the other s. 12 

Customs duties for 25 commodities are given i n table 1a. 

3.2 .4. To test Hhether an i ndustry is protected or not , th", f 'Jrmula 

developed by J .H. Henderson is applied below . 13 If one considers tariff' 

rates, denoted by (iL , as proportions of impor t values, and assume that 

excise taxes are r emitted on expor ts and that the full burden of excise 

taxes fall on domestic sales, t hen 

lA-· ... = 

r -. /"-. -

Nhere: 

• 
di/mi 

t i/ (X. - e .) 
l l 

(i=1, ... ,n) 

.. .. (1) 

.... (2) 

U.,' = t ariff rate on import of cOIll.modity i 
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Types and Rates of Taxes of Imported and Domestic Goods 

l Canned & Pre­
served fruits 

2 Edible ~il 

3 Flour 

4 Salt 

5 Macaroni & 
Spaghetti 

5 Sugar 

7 Alcoholic I;Iquors 

'3 Wine 

~ Beer 

, Soft Drinks 

1 Carbonated 
Water 

2 Tobacco 

3 Cotton Yarn 

4 KJ')itted apparer 

; Cotton 
Fabrics 

; Nylon Fabrics 

Soap 

Tyres & Tubes 
for automobi­
les 

Sickle 

, Picks, axes 

Metal Cans 
(Cork) 

- Corrugated 
iron sheets 

Cement 

Marble 

Matches 

Tariffs and Taxes on Imports 

Customs 
Duty 

75% 

40% 

75% 

Br5/1 00 Kg 

50% 

Excise 
Tax 

Br 8/100 Kg 

Br20/100 Kg Br15/100 Kg 

Br18/bottle BrO.25/bottle 

Br5/litre BrO.2S/bottle 

BrO.6/bottle BrO.03/bottle 

50% BrO.03/bottle 

30% BrO .02/bot tl e 

Br20/Kg 57% 

70% BrO.S/Kg 

75% 

100% 

100% 

Br20/100 Kg 

BrO.5/Kg 

Brl.5/Piece 

Br2.5/Unit 

20% 

Br20/100 Kg 

20% 

100% 

BrO.5/Kg 

Br2/Kg 

Br1.S/gross BrO.06/box 

Transact­
ion 
Tax(%) 

1/1 

18 

18 

18 

18 

1/1 

18 

18 

18 

18 

18 

18 

18 

18 

18 

18 

18 

18 

18 

18 

18 

18 

18 

1/1 

18 

Muni­
cipal­
ity 
TaX<%) 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

Taxes on Domestic 
Products 

Excise 
Tax 

Br 8/10' Kg 

Br21/Kg 

Br4/bottle 

!r1/litre 

BrO.45/bottle 

BrO.03/bottle 

BrO .02/bo ttle 

57% 

BrO.25/Kg 

BrO.49/Kg 

Br2.82/Kg 

0.06/box 

Transact­
ion 
Tax(%) 

7 

7 

7 

7 

7 

7 

7 

7 

7 

7 

7 

7 

7 

7 

7 

7 

7 

7 

7 

7 

7 

7 

7 

7 

)urce : Compil ed from Provi sional Mil itary Government of Socialist Ethiopia , 
Ministry of Finance Customs & Exci se Tax Adminis trat i o n, Cus tom s Tariff, 
1976 , a nd NRDC & CPSC , Taxes , (August , 1982 ) . ( unoubli s hed ) . 
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- include~ all duties and taxes charged against 
commodity i. 

= total value of import of commodity i. 

= excise tax rate on Commodity i. 

= excise tax levied (collected) on i. 

= gross value of domestic output of i. 

= value of exports of i. 

If (:~ ,. > C~ then the tariff on i provides protection to domestic 

industry beyond an excise tax offset. 

The r esults of this test on the commodities that pay excise taxes 

show that in all the cases considered, tariff rates( u 'i) are by far greater 

than excise tax rates ( (. i)" Details are presented i n table 11. 

Table 11 
Comparison of tariff rates ( .... -1 and Excise tax rates ([) 

for selected co~modities for 1980/81 

Tariff Rates Excise Tax Rates 
Commodity U.:. ) as % u: ) as % 

Sugar 52 :10 

Alcoholic liquors 250 80 

Tobacco 130 48 

Fabrics and Yarn 23 6 

Leather and Shoe 100 6 

Source: computed from Ministry of Finance, Annual 

External Trade Statistics, 1981; NRDC & CPSC, 

Import-Export data,(unpublished). and NRDC & 

CPSC Annual Report 1980/81{unpublished). , 
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3.2.5. The tariff structure of the country explicitly protects the 

manufacturing sector by providing duty free or very low tariff rates 

on goods imported for further processing in local industries as opposed 

to higher duty rates levied on the same products but imported for re­

tail sale. (see J~pendix IV). 

3.2.6. In addition to the above criteria the intention of the 

legislators or tariff rate designers is important. In Ethiopia the 

protective role of tariffs has been given due attention by the authorities 

and experts concerned when designing customs duty rates. 14 At the same time, 

a proclamation has been issued recently by The Government to provide joint 

ventures with foreign public or private capital.15 According to the pro­

clamation, a jOint venture is exempted from the payment of cuStonlS duties 

and other taxes levied on investment goods and first round spare parts. 

Furthermore the venture is granted total or partial exemption (if found 

necessary) from the payment of customs duties and other taxes levied on 

i mports of raw materials and other materials necessary for the production 

of goods . 

In developing oountries the revenue objective of tariffs seems 

to over-ride the protective objective . HOI"ever, tariffs levied for one 

objective could satisfy other objectives as well. To assess the over-

all effects of the tariff structure requires a complete input-output table 

for the economy. This is not available in Ethiopia. 
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3.3. Choice of the Nndel for ERP analysis 

Initially, the concept of an effective rate of protection was used 

to measure in each industry "the direction in which resources have teen 

pulled (away from free- trade allocation) as a result of tariff structure.,, 16 

It was also used to "give expression to the restrictive effects of 

duties on trade flows.,,1 7 By measuring the national tariff levels, it 

served as a method of analysi s on the implications of custom-union theory.18 

Some empirical studies on effective rates of protection indicating 

the restrictive and the resource pull effects of the tariff structure 

of some developing countries have been made. 19 Other empirical I,orks 

had also been conducted for industrial countries. 20 The concept of 

'negative value added, what is the same thing as the net effect of the 

tariff structure is to .tax the output of the protected industries is the 

discovery of Soligo and Stern as a result of their research on pru<istan. 21 

In addition, Corden introduced the notion of 'non-traded goods' into the 

theory. 22 

Empirical stUdies of effective rates of protection for developi ng 

countries are carried out mainly within a partial equilibrium framework. 

Such models fail to incorporate factors such as the effect of tariffs on 

the balance of trade, the role tariffs play in generating government 

revenue, the impact of tariffs on demand etc. Recently an attempt has 

been made to analyse the effect of tariff protection in a general 

equilibriwn framework. 23 Attia tested the effect of tariff protection 

on the growth performance of developing economies on the Peruvian 
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economy Hith a multi-sectoral general equilibrium frameHork. 24 The 

ECA conducted an emp<erical study on Tanzani a and l'lorocco using "an 

overall soci al accounting matrix . ,,25 

Under the partial equilibrium analysis the two basic methods 

lused foi,tto dctcr'r.'ii,:"tion ; f the dfcctiv.oncss of protection··ar e the 

'Balassa method' and 'Corden met hod' . The basic difference between the 

tHO appraches is the treatment of non-tradGd goods . Balassa treats 

them as any other traded good , Hith a zero effective rate of protection . 

The logic behind this treatment i s that non- traded goods are supplied 

to the processing industry at constant costs and the protection on value 

added in processing alone is measured . 26 The second method is to treat 

them as part of value added, or to considel" them as primary inputs Hhich 

are themselves not traded,so that the extent of protection is measured 

with respect to the sum of value added in the production of non- t r aded 

goods and value in processing. 27 The empirical findings using both 

methods revealed that the effective rate of protection esti mated on the 

basis of the Blassa method is higher than Corden' s method. 28 And," A 

'frequent findi ng is that although the absolute level of effective pro­

tection changes for most industries the ranking remains unchanged . ,,29 

Which of the hlo models is the more appropriate for Ethi opia 

depends arr~ng other factors on the availability of aggregated and dis-

aggregated data r equired . The Corden method entails dividing the non-

traded inputs into direct and indirect material inputs ill1d value added . 

But such an approach to pricG determinati on does not seem to be realistic 

in a developing country like Ethiopia . In fact Corden himself states 
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"the difficulty of separating traded f r om non-traded inputs may 

compel the use of the Bal assa method . ,,30 Thus the writer of this 

paper feels that t he Balassa method i s more appr opriate to the 

Ethiopian case . 

3.4. Methodology 

3 .4 . 1. Objective 

The objective of this paper', ill:long other t hings , is to answer 

the follOl'ling questions . 

3.4.1.1 How effective i s tariff protection to the Ethiopi an 

manufacturing i ndustries? 

3.4. 1 . 2 . ~rhich industries or br anches of the manufC'.cturing sector 

3.4.1.3 

does the policy favour and \oJhat are the possible con­

sequences on the pattern of development? 

Under the exi~til'g protection policy a.'ld pattern of 

industrial development , ·i.Jbat i s t he domestic resource cost 

to save or earn a uni t of foreign exc'·,ange? 

Based on the empirical f i !,dings; possii)l e policy issues and 

recommendations Hill be discussed . 

3.4 . 2 The Hodel 

The nominal and effective retes of protection fo:"' 5(\ rra jor 

pDQdI:Icts of tile i:::t;'!iopian manufacturing industries ar e estil~ated for 

the year 1980/i::, 1 i.1~:73 E . C) . The scarcity of data limits ccoss sectional 

analysis of the tari.ff structure . The products ar e grouped i nto 10 

sub-branches of '4l<mUfacturi.ng industry according to t he International 
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Standard Industrial Classification (ISIC). Ideally, the rates of 

protection should be estimated using input-output tables. The absence 

of such a table for Ethiopia is a major handicap. To solve this pro-

blem an attempt has been made to construct technical coefficients for 

each product under study. 

In a pari tal equilibrium framework assuming customs duties 

to be the only protective measures, nominal rates of protection for 

comestic products equals c . i. f. i mport price of similar products plus 

the tariff rates. Or it is the tariff rate published in the country's 

tariff schedule expressed ".3 a percent of price. The ETlP, on the other 

hand, is the percentage increase in domestic value added made possible by 

the t ariff structure ( i. e. t.ariffs on both the final product and on 

imported inputs) compared to a situati on w1(ler free trade. The formula 

for nominal rate of protection , effective rate of protection an!' ef-

fective rates incluciinrr, indirect taxes as developed by Ba:!'c_ssa are 

given below .3l 

N_ 
J 

= vJ .-v . r. 
J 

= T - - / A-- T1-J _... 1J 

1 - -; A_ . 
-- 1J 

- 'fA . . 1 
- 1J 

1 .;- 'I'd . 
J 

...... (3) 

...... (4) 

.... .. (5) 

.. .. .. (6) 



11here: 

Nj 
= Nominal rate of protection of product j. 

Pdj = Domestic pri ce of product j . 

Pw . = \,lorld market price of product j . 

J 

Zj = effective rat e of pr ot ection for act ivity j. 

Wj = Domest ic value added per uni t of j . 

" ... vlorld market val ue added per unit of j . 

J 

Tj 
- Tariff rate on product j . 

T. = Tariff rate on material input i . 
~ 

A .. = 
~J 

Share of input i in product j 

• 
Pj = Domestic ex-factory price of product 

'I'H;= indircst taxes on imported product j 

v 

T\..T.= 
~ 

indi.rect taxes on imported input i 

'I'd j = Domesti c indi l'ect taxes on product j . 

j 

The i mplication of the above fOmJula 011 Z j are the foH m-ling . 

I f Tj = Ti ' then Zj = Tj = Ti 

T . . ~. 

Ti' then Z. -:; T . ;; T. 
J . J J ~ 

T . / :.. T i' ~l!e~! "7 <~ T. <. T. ".' ~ 
J J J ~ 

Tj 
0 then Z . Tj 

; A. 
= , = - ~j 

J 
1 -ZAi j 

T" - 0 , then Z. = -1' . 
.L J J 

, ? A . . 
- ~J 
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The efficiency of the enterprises i n terms of domestic resource 

utilization is assessed by the use of Danestic Resource Cost Criterion 

(DRC). Conceptual problems concerning the measurement and interpretation 

of the DRC criterion aN discussed elseHhere . 32 The formu.la is given by : 

.•.•• (7) 

Hhere: 

DRC = Domestic Resource Cost 

Dj 
= the value of domestic resources used i n the 

production of product j measured in terms of 

shadow prices. 

11. = The net foreiZr! exchange saved from producing 

J 

product. J . 

Using the GECD method of evaluation , uni t ary DRC ratio is a cut-off 

point between economically eff icient and inefficient industries . The 

higher the DRC from the ClJt-off point, the more inefficient is the domestic 

industry in~terms of domestic resource use . Net DRC(i. e . treating the 

opportunity cost of capital as sunk costs) has also b,,0n ca::'culated . 

R~~k correlatidn coefficients have been calculated between 

nominal lli1d effective t a t es of protection . The coefficient assumes 

value of 0 to 1 in the case of poSitive correlation and 0 to-l in the 

c~ of negative correlation ; ,i "The greater are the interindustry dif-

ferences i n output anti i nput tariffs and in the shaf'e of value added, 

the [,lOre will the l'anking of industries by effective cates of pf'Otection 

differ from rankil\g by nOl~inal rates. ,,34 
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3.4.3 Variables and data 

In this study ex.·factory prices are taken as relevant domestic 

prices and c . i.f prices represent prices of imported commodities . For 

certain inputs and products whi ch are not imported to the country the 

domestic ex-factory prices of these gDods is converted to their c.i . f 

equivalents by shadowing the domestic prices using the Standar'd Conversion 

Factor (SCF ) developed by the Ethiopian Develo~nent Projects Study Agency ,35 

The SCF for Ethi opia is 0.75. The limitations and problems of using inter­

national prices are discussed elseHhere. 36 International prices ar e by 

and l arge manipulated by tran.3natioroc<.l. corporations throug!1 intra-company 

sales at intra-company accounting prices. 37 The problem of pr ice deter,· 

mination has not been solved even in socialist countries . To ease this 

problem Polish eccnomi sts proposed "'lccessibility of the wol'ld market for 

different corm:odity gmups as the criterios. for price formulati on . ,,38 

So far instance, :; .. . for lSTi-74 the mutual trade of ti1'3 socialist 

countries was based 0" t he aver'C',o,:G ',-ior'Li c!acket price:;; of 1966 _ 1970 . ,;39 

Value added in this study is defined in gmss terms (i.e . it includes 

the depr eci ati on of building, machinery and equipment used in the pro­

duction process) . lVi th the assumption of non-substitutability of i nputs 

the free trade value added is found by deducting the c .Lf. value of 

material inputs and non-traded goods to be used in t!';e producticn pmcess 

from c . i. f. value of the product . 
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3.4 .4 Data Soul'ces 

The data basis for domestic value of output, value and source 

of material inputs , lVages and sal aries for workers, profit, depreciation 

etc ., are the actual plan implementation r eports of the enterprises,col­

lected from the t1inistry of Industry and NRDC & CPoSC. The data for 

imported products and inputs are taken from the Annual External Trade 

Statistics of the t~inistry of Finance and the annual and bi-annual re­

ports of Customs and Excise Tax Administpation . The averaging of tariffs 

and unquantifiable factors such a,~ quantitative restrictions, non- t ariff 

barriers (sanitary regulat.Lons), du,"" ping etc . that aff>~ c. t.tl::! prices of 

products co~tpibut0 to the imprecisiOi1 of the data . 
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C hap t e r 4 

The Structur~ of.Protection in Et~ioEia 

4. 1 Findings of the study 

Nominal rates of protection for the manufacturing enterprises 

range from 0 to 305%. The highest average nominal rate is afforded to 

the. consumer goods produc"ing branches of the sector (i. e. beverages 

120%, tobacco 73% and textiles 65"10). On the other hand the metalic and 

prllltiDg and puhl j shing bl"!mches of incluGtry' receive the lowest nominal 

rates 34% anc 15% respectively. (Table 12i. 

The effective rates of protection fOl' t.he sect~r range from 

(4~5%) for printing to 61~;' for mae&roni and spaghetti. On the average 

the highest effective rate of protection is afforded to the produetion 

of consumer goods, of which food manufacturing r~ceives 216%. leather 

and footwear 163%, and beverages 160%. The lo~!cstc' effective rate of 

protection is for wood and the non~talic branch. 

Differences between ~nal and effective rates of protection 

are the highest for some produCts in the food and metalic industries. 

For these products the ave,rege tariffs on inputs are proportionately 

lower than tariffs on ~he products. Differences betwee~ nominal 

and effective rateii jIt'e narrower for most products in beverages, tobacco, 

metal and non-rnetalic branches. For instance, i n the tobacco branch 



TABLE - 12 
Nominal Rates of Protection (NRP). Effective Rates of Protection 

(ERP). Domestic Resource Cost (DRC). Share of 
I mported Material Inputs from 
Total Materi al Inputs.& Value 

Added in 1980/81 

NRP ERP 
INDUSTRIAL BRANCH AND PRODUCT ISIC NRP INCLUDING ERP vliTH DRC DRC' 

CODE INDIRECT TNDIRECT (NET) 
TAXES TAXES 

1 2 3 4 5 6 7 8 

I . Food Industry 311 
1. Canned meat 3111 75 94 298 136 0.97 0.91 
2. Canning of fruits and 3113 58 88 75 171 0.80 0.78 vegetables 
3. Edible oil 3115 40 59 24 145 1.05 1.02 
4 . Flour 3116 75 94 90 209 0.25 1.24 
5. Bakery Products (bread) 3117 10 31 486 129 0.87 0.85 
6. Sugar 3118 33 114 56 193 0.85 0.71 
7. Macoroni & Spaghetti 3117 50 69 612 166 0.47 0.43 
8. Caramel 3118 80 115 101 115 0.36 0.30 
9. Salt 3121 85 414 206 334 4.32 4.19 

S~ OF 
IMPORTED 

INPUTS 

9 

43 

13 

10 

. . . 
6 

3 
-

61 

-

AVERAGE 56 120 216 I 177 I I~ _J~ _______ 
0 00 / 
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VALUE 
ADDED 
(WORL~ ) 
MARKET 

10 

0.14 

0.37 

0.13 

· . . 
· . . 
· . . 
-

0.62 

-

--- - -
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I 
NHP ~ S~ OF 

VALUE 

: I NDUSTRIAL BRAL'fCH .AND PRODUCT ISIC NRP ~NCLUDING ERP DRC DRC' ADDED 

I 
CODE ~NDIRECT NDIRECT (NET) IMPORTED (WORLD 

TAXES TAXES INPUTS MARKET ) 

1 2 3 4 5 6 7 8 9 10 

II. Beverages Indus t rz 31 3 

10 . Alcohol & Liquors 3131 184 404 21 2 313 0. 16 0 . 12 34 0.85 

11 . Wine 3132 305 444 439 507 0 . 54 0 . 49 42 0. 68 

12. Beer 3133 30 95 40 72 0. 44 0 .23 75 0.67 

13 ; Soft drinks 3134 50 108 77 136 0. 46 0. 40 44 0.57 

14. Carbonated water 3134 30 70 34 145 0 .47 0. 02 46 0.89 

AVERAGE 120 224 160 235 

III. Tobacco Industry 314 . 

15. Ci garettes 3140 73 224 86 231 0 .2 0. 19 72 

I V. Textil es Indust~ 321 

16 . Cotton yarn 3211 39 75 93 140 0 . 89 0.84 8 0 . 37 

17. Cotton fabri cs 321 1 100 154 123 190 0 . 16 0.1 3 4j 0 .80 

18 . Nylon f abrics 3211 100 182 137 237 0. 37 0.32 100 0 . 65 

19. Sacks 3211 41 68 219 177 4 . 26 3 . 50 95 0 .16 

20. Jute mill products 3211 41 68 177 189 1 . 53 1 . 32 75 0. 20 

21 . Made-up text iles 3212 75 109 117 197 0 . 70 0 . 67 52 0.45 

22 . Knitt ed apparel 3213 88 94 145 214 0 . 58 0.51 98 0.16 

23. Thread . . . 35 61 36 149 1.27 1 ~23 16 0 .60 

2L,. Blanket ... 65 97 117 185 0.37 0 .31 . .. . . . 
AVERAGE .. 65 102 129 186 I 

_ ._.- L...------- - ---- - -- --
- - --

. . . / 
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, NRP ERP I DRC' 

% 

~~ i 

I 
INDUSTRIJili BRANCH f~D PRODUCT ISIC NRP INCLUDING ERP WITH DRC SHARE OF ADDED 

CODE INDIRECT INDIRECT (NET) IMPORTED (WORLD 
TAXES TAXES INPUTS MARKET 

1 2 3 4 5 6 7 8 9 10 

V. Leather & Footwear IndustEY 323/4 
25. Tanned leather 3231 30 55 142 153 0.97 0.72 12 0 .17 
26 . Leather footwear 3240 80 200 188 199 0.60 0.59 19 0.34 
27. Canvas footwear 3240 75 109 158 200 0.46 0.45 49 0.44 

AVERAGE 62 121 163 184 
I 

VI. Wood Industr~ 331/2 ! 

28. Ply- wood 331 60 91 83 179 0. 70 0. 66 37 0.59 I 

29. Wood furniture 3320 40 67 42 156 2.18 2. 14 24 . . . 
: 

AVERAGE 50 79 63 168 

VII. PaEer and PaEer Products i 

341 i 
Industry 

I 
, , 

30. Pulp and paper 3411 30 55 295 173 1.80 1.23 100 0. 09 
i 

31. Printing & publishing 3420 - 19 (4.5) 141 0.45 0. 38 90 0.58 ! 

, 

AVERAGE 15 37 145 157 
~\ 

... / 
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NC~~ING 
.J!..t{t' 

S~ OF ADDED INDUSTRI AL BRANCH fJfD PRODUCT I SI C NRP ERP WITH DRC DRC' 
CODE INDIRECT INDIRECT (NET) I MPORTED (WORLD 

TAXES TAXES INPUTS MARKET 
1 

, 
2 3 4 5 6 7 8 9 10 

VIII . Chemical Indust~ 351-6 
32 . Pai nts, varni shes 3521 30 55 48 144 0.57 0 .54 74 0.31 and l aquors 
33 . Soap 3523 37 63 234 156 1.38 1 . 08 86 0 . 09 

, 

34 . Plastic pr oducts 359i0 15 37 11 6 128 3.91 3 . 57 97 0 .07 
35. Tyree and tubes 3551 .. . . .. . .. ... . . . . .. 98 0 .31 

, 

36. Car batt er ies · . . 50 79 196 167 0.19 0.18 85 0.62 
37. Matches & candle · . . 177 296 257 138 0.1 8 0 .17 93 0 . 67 
38 . Dry cel l & umbrella · .. 66 98 129 189 0 .43 0. 39 89 0. 41 

AVERAGE 63 105 163 154 

IX. Non-metalic I ndustEY 361 - 9 
I 

39. Gl ass products 3620 40 67 90 159 0. 74 0.59 35 0 .44 
40 . Structural clay 3691 50 79 11 192 0 . 9 0 0 .76 2 . . . , 

41 . Cement 3692 36 62 55 151 0 . 41 0. 31 73 0 . 62 
, 

I 

42. Lime 3692 10 31 10 119 0.04 0. 03 78 0 . 97 
43 . Asbestos · .. 20 43 148 133 . . . .. . 72 0 .24 
44 . Marble · . . 100 138 230 234 0. 42 0 .39 - 0.77 

AVERAGE 43 70 77 165 

... / 
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ISIC INC~~ING 
~H.P 

SH1~ OF 
VALUE i 

INDUSTRIAL BRANCH AND PRODUCT NRP ERP WITH DRC DRC' ADDED I 

CODE I NDIRECT INDIRECT (NET) IMPORTED ~JORLD I 

TAXES TAXES INPUTS MARKF.T ) 
1 2 3 4 5 6 7 8 9 10 

X. Met al Industry 371 
45 . Iron and steel 371 0 14 36 141 129 1 .00 0.90 79 0. 10 

46 . Hand tools 3811 77 111 156 21 8 0.55 0 .47 95 0. 44 
47 . St~~ctural met al 3813 15 37 21 129 0.05 0 .03 100 0.71 products 
48 . Sickl e 3811 56 86 74 179 0. 29 0 .27 76 0. 72 
Lf9. Corrugated i ron sheets . . . 15 37 166 . . . ... . .. 100 (0. 35 ) 
50. Cork ... 25 49 303 329 2 .91 2.11 94 0. 07 

AVERAGE 34 59 144 197 

~ANUFACTURING AVIJU.GE 59 109 148 183 
~ == ==== == = == ====================~======-====-====== === =-=== = =-=====~== - -="'==='""- ----- - ----- - -------- -- -

\ 

'" , 
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of industry, a high nominal rate of protection is offset by high 

protection of the main material input,tobacco leaf. Thus the dif-

ference between the nominal and effective rates is small. Customs duty 

on imported cigarettes is birr 30/kg net. The ad-valorem equivalent 

of this specific du.ty, in 1980/81 prices, Vias 125 percent. The specific 

duty on tobacco leaf is birr 15/kg net, Vlhich brings the ad-valorem equival-

ent to 343 percent . 

In four out of the fifty cases _ 00381 v<;> '!'eYerSe escalation' , 

with nominal tariffs~ effective rates. These are edible oil, 

beer, printing and structural clay products. In all of the four cases 

customs duties. OIl j.oputs are proportionately higher than on the products. 

The industries that have value added 0cloVi 10% per unit of a 

products include cork, soap, plastic prodl}cts , pulp & paper and iron 

and steel. Corrugated iron sheet3 depict negative value added at world 

market prices. For this prodt:ct t L' o for ei gn exchange cost of the im-

ported inputs is greater tr,a:: the foreign exchange value of the final pro-

duct. 

The effecti"-Je rates of protectior. with indirect taxes exceed 

the effective rates of protection without i ndirect taxes in )'S out of the 

50 cases. This implies that i .;-jirect taxes, over and above customs 

tariffs, playa great role in protecting domestic industries. 

Spearmans rank correlati on coefficient ( y ) between the nominal 

and effective rates of protection lB 0.4 with value ( 2 ) = 2 .7 . Thus 

the association between t he two rates is significant at 5%. In the same 
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way the r~nk correlation coefficier~t. bS::':",..]een t he n0~Ylinal anD effectiv(~ 

rates of protection includii1i> indirect taxes i s 0.911 wi.ttl z,,6.:J. Thue 

tecting the sccto!.'. 

T(1<0 Domestic Resource Cost (DRC) calculations ShOH that 10 

products have a DRC greater t.han unity. These are edible oi.l, salt, sacks, 

jut~: Filll products, thceao , furr::iture, pulp and pap(.;Y·. soap, plastic pro­

ducts and corrugat2ci i l-,)n sheet~:. 1 Thi3 in!(;lies that for these factories 

t.o save one unit of f oretp1 exc-hl).ng~ ~Lt costs them mors than one u..i.1it of' 

domest~c currency. r10st of t.hese products i1ave a nep.;:3.t~;''''0 Or' less th&"'! 

10% Horld market value added aDd a high percentage sbare C'f ;'",xlrted 

material inputs. Thus th03e factories cu'e irlei'fident in ter·,.;", of' riom03tic 

resource utilization. Domestic Resource CO:3t excJ.uding sunk c:o,,,ts (l)BC'), 

does not differ much from Domestic Resource Cost wi ttl ,,!.do( cc;:- i..;.· U;,r.: . 

This could imply th2.t mos t of the machinery and equipment i:1 the cnterpr.ifl"2 

hcve depreciuted to 3 BreClt extent. 

The findings reveal that tariff s etting in Ethi opia is don:} 0'; RI! 

individual product basis. There is no cOiIs iswncy in the levels of pro­

tection even I-litl1in sub··br anches of industry . Industries exi.st ,.]ith 

case-by-case approach in tariff r'i1.te c0tttne n~-;zu::~es that a tariff .1 .. 0vied 

on a eommodity or encol'prise "ill have an i mpact on that commodity or 

ente~prise alone. 

The pattern of protection favour s consumer ,foods prodl!CUon. ' (-' . 

Food, ~verf!g'es, t.0.xti.les and leather industri es are the oJ_dest gr'oup of 
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industries in the JUstary of manufacturing i n Ethiopia . HO\.Jever, 

after decades of operation they ar e still highly protected . Fr om 

the findings of thi.s study it i.mplies that the high protection 

l eads t o inefficiency. ~10reover, such high levels of tariff 

protection ar e disincentives t o export . Because of the high pro­

tection , the exchange value of the currency i s over·-valued and 

hence the prices of inputs are raised, this in turn r aises the cost 

of production and r educes the coelpetitive ability of domestic ex·­

por ts i n the world market. 

Ma~y countries of the wor ld protect their infant industri es 

and grant effective pr otection rates of twenty to thirty per cent .2 

According to ffi1 OEeD study, economies of scale and external 

econOr.1ies can har dly justify effective protection exceeding twenty 

percent for infant i ndustr ies .3 Balassa ar gues that effective 

rates of protection should be /; . . . no mor e than t en to fifteen per­

cent for all manufacturing activities ot her than infant industries,,4 

and "it does not appear likely .. . that a r ate of effective pro­

tection more than doubl e that fOl° mature industries could be 

. .... 



warranted. lI5 Considering the high cost involved in the establish-­
ment and development of i nfant industries and the external economies 
they generate, 11estphal suggests " .. . effective protection at 

rates of close to one hundred percent, in order initially to insure 
adequate infant industry incentive . ,,6 In any case "the closer is 

the policy regime to free trade, the better is the industrial per­
formance . ,,7 

In Ethiopia if one considers the maximum recommendable 

effective rate of protection for infa~t industries to be one hund­

red percent and one applies this percentage to the established 
enterprises as a cut-off point, 28 industries are found to have 

rates greater' than this amount. t10st of the industries that are 
hi[1l1y protected are those that have been established in the 

country for a relatively longer time. Even with such a hi gh cut­
off point, these industries are still 'infants' in tenns of ef­

ficiency while they should have been 'mature' in terns of time. 

This seems to contradict the infant industry argument for protection . 
After such a long time, one would have expected that these indust­
ries would either have been running efficiently without protection 
or that they \'Iould have only required a minimum level of protection . 
Although Ethiopia, as a developing country, needs to protect her 

industries, the high rates observed in many of the older industries 
are symptoms of inefficiency and could imply protection has been costly 
to the country . 



Befer'ences to Chapter 4 

lIt is surprising that the DHC for products such as salt, edibl e oil and furniture is greater thaI"! unity . Althougil the major share of the material inputs are available at hom.e , the re:;ult j 's either because of r el a tively lo\o/er c.Lf . pI'ices of silililar importable products or because of the relatively high value of foreign exchange spent for the purchase of very fe'l intermediate inputs. For these pro­ducts the latter factor is stronger than the former. For other items such as pulp and paper & plastic products, the higb DFiC implies that the country's resource endowment i s not suitable f or the production of these items. 

2Larry E. ~Jestpal, "Empirical Justification for Infant Industry 
Protection}' The vlor l d BanJr~ Staff Harking Paper, No . If/45 , (\~ashington D. C • '. 
r~arch 1981), P. 17 . 

3Quoted by Bela Bal assa and Assoc:iates, The S'cupucture of 
Protection in some Developing countries ( Daltiillore : T:1e John Hopkins 
Press, 197:) P. 9S . 

t ,. 

4Bel.a Balassa, quoted by Larry E . l-Iestpal , Op . cit., P. 14 

5Bela Balassa, LOCi cit . . 

6Larry E . . \.Jestpal, Op. ci t., P. 17 . 

7Ibid . P. 2 
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Chapter 5 

RecowJnendations and Conclusion 

Industrial development in Ethiopia is a recent phenomenpn. 

The contributi.on of the manufacturing sector to the national economy , in 
terms of GDP, emplo~nent, export earnings , etc. is very small compared 
to agr iculture . The manufacturing industries generally emphasise the 
production of non-durabl e consumer goods. 

In Ethiopia, tariff protection is an important instrument 
employed by the government to encourage the domestic infant industries. 
To this end industrial machinery, foreign nlat el'ial and intermediate in­
puts are imported eitL~r duty free or at a very 10H r at e of duty. In 
the same Hay high duty rates are levied on i mpor ted manufactured pro­
ducts if the same products are produced domestically . 

The structure of protection in the Ethiopim1 manufacturing industry 
is such that the bighest prot ecti on is provided to non-durable consumer 
goods, and the lowest effective rate of pr otection is given to the non­
metalic branches of industry . The consumer goods branch of industry in­
cludes, to a large extent, those factcries that have been established in 
the country for a relatively longer time. Although they have been in 
operation for a considerable number of years, tariff protection and other 
restt'ictive measur es on the imports of similar pr oducts have become an in­
dispensable requirement for t he existence of these enter pr ises. 
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For certain pr oducts such as tobacco, the high nominal rate of 
protection on the pr'oduct is offset by the high rate of tariff and other 
taxes on the input . For some other products 11hel'e customs tariffs on 
inputs exceed duty on the output, one observes r everse escalation. 
But in gener al a high nominal rate of protection is correlated to a 
high effective rate of prot ecti on . Such products as pul p and paper, 
plastics, sacks, etc. have a DRC which is greater than unj.ty . This is 
explai ned to a large extent by the non suitabi lity of the country's 
resource endowment for the pr oduction of these items . 

To encourage the establisr~ent of industries, developing 

countries in general and Ethiopia in particular, need to protect. the 
domest ic market agai nst foreign competition. lout car e should be taken 
on the dosage and types of commodities Ol' enterprises to be protected and 
the duration of protection. 

Industrial branches such as food, textiles and leather & 
footwear, among others, should not be content vlith their existing posi-
tion, but should push f orward to stand on their olm feet and compete 
both i n price and quality in internati onal markets . These branches 
cannot be pr ot ected indefinitel y . The government should look for possibl e 
means Where-by these tariff pate's could be reduced gradually. At. the 
same time ways and means of increasing efficiency should be developed. 
Permanent pr otection is a sign of inefficiency and misallocation of 
r esources . 

I 
j 
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Heduction of customs tariffs may not be the only factor for 

the reduction of costs . A host of other cost and cost- related items 

such as technical progress, improved skills, maintenance , etc. are 

also included . Better' producti on and organizati on methods shoul d be 

i.dentified to make these branches really mature . In addition, effici­

ency of existing industries could be improved by consolidating (in order 

to reduce overhead costs) whenever it is possible. Future efficiencies 

must be planned today. 

On the other hand the production of inter'medi ate and capital 

goods industries should be encouraged . The shar'e of intermedi ate and 

capital goods imports in total imports , i n terms of volume and value, is 

increasing. In many cases capital goods produced in developed countries 

ar e not appropriate for the conditions that exist i n developing countrj.es. 

Seen frow the availability of human and material resources, Ethiopia is 

not in a position to construct huge capital goods i ndustries i n the shor t 

run. But with future development in mind, the country should encourage, 

t hrough tariffs ill1d other incentives, the danestic production of inter ­

mediate ill1d capital goods which are sui tabl e to the country's l evel of 

soci o-econani c devel opment. However, the duration of infant industry 

protection and the duty rates should be set in advance and for a temporary 

period so that the enterprises can prepare themselves for competi-
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ion. The tariff r at es coul d be differentiated int o permanent and 

temporary rates . The permanent rates are the mir.imum required by the 

industry (say 10 .. 20%) and the t emporary rates are those tariffs levied in 

the initial year s of operation and can be el i!ninated gradually . 

The existi ng enterprises, even those vlhich use primary 

agricultural inputs, import a SUbstantial shar e of the inputs f rom 

abroad . These include , for instance, barl."y for beer, grapes for 

wine, tobacco leaf for cigarett.es, kenaf for jute mills etc . With 

appropriate polici es the country can exploit its natural'~esource en­

dOvJJTIent for the production of agricultural inputs and the foreign ex­

change spent for the purchase of these agr icultural inputs could be 

diverted to the establishment of other i.ndustries . 

Industrial development should be compatible 11ith the broad 

devel opment goals of a country. The long r un objectives of developing 

countries should be t o sati sfy the basic needs of the population and to 

attain sustained gr owth and self-reliance . So iiodustrial devel opment 

needs to be directed tmJards correcting t he stl"uctural distortions 

in the economy by shrinkigg the gap between domestic production and 

consumption and by internal izing or adapting the technology transferred . 

However small the resources of the country may be, industrial projects 

must be based on l ocal r esources and should haVE) high j.nter-industr y 

linkages . 

The economic development of a country depends to a large 

extent on the growth of its exports . The contribution of marJUfactur­

ing to total foreigr. exchatlge earnings is ver y small, while i ts con-



surnption in .terms of investment and for the purchase of materials 

ilJPuts is strikingly hj.gh . For instance , .in 1980/ 81 the sector 

covered only 28 .8% of i ts foreign exchange requirements in that year . 

In ordep to make a breakthrough in economic development in general and 

industrialization in particular the goverrunent should encourage and 

str engthen industrialization for exports . 

The infant industry protection argument for import substituting 

industrialization should be extended to export .. oriented industries as 

well . The 'late comers' are at a disadvantage in marketing their export 

goods in the I-Jorld market , and export promotion involves the cost of 

marketing , data and information gathering, etc. Expopt industries must 

be low-cost compeUtive industries and hence may need to be provided with 

appropriate incentivessuc..'1 as subsidies and the elimination of j.mpor t 

dut.ies on inputs . In addition domestic rm.l material and intermediate 

in put prices are in most cases higher than imported prices because of 

the high protection at home. So, the infant i ndustpy ppotection apgu­

ment should be provided to the export oriented manufacturing industries 

until they capture the mar ket and matur e t o a position "here they can be 

able to compete in the international market both in quality and price . 

So, the establishment and str engthening of 8.[;ricultural 

materi als processing export industries, backed-up by the necessary export 

promotion incentives , is a s i ne·.qua-non t o Ethiopia's economic devel op­

ment. 
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APPENDIX I 

Table 13 

Pet Capita Production of Some i ndustrial Commodities 

in different countries in 1971, 

Per Capita Product.ion 
Unit 
of measure Ethiopi a Egypt Kenya Brazil Jap ?:m U.S.A . USSR 

Sug'c1r Kg . L •• 8 162 15.4 58 .8 

Edibl,e oil " 0 .4 4. 2 18 9.7 42 

Fabrics Sq .m. 2.8 24 1.7 9. 4 19 24 28 . 5 

Leathel''' foot- Palrs 0 .09 1. 0 0 . 12 O.J.S 2. "' 2.7 
WC2'.r 

Soap Kg~ . O .. it 5 .0 2 .3 :: . ? 1.1, 5 .8 

Cament " G.7 89 66 .3 1:·>+ 663 3/,6.1, 1156 

Hire rods " 0 .01, 'i' . 2 7.8 63 . 1 21.5 32 

SOU1'ce: Computed f loom UN Indur~trial S\::atistics, 1976 



-. 82 -

APPENDIX II 

Table 14 

Paid.-up capital and gross value of production 

by Source of ownership and industrial group 

paid up capital in percent Gross value of pro-
duction in percent 

Industrial 1971/72 1979/80 1969* 1979/foO 
Group 

priv-- pub- Total priv- PUb-Total Tota Priv- Pub- Total 
ate lic ate lic ate lic 

Food 22 3.3 25.3 

I 
0.9 24 .7 25 .6 24 .4 1.6 23 .4 25 .0 

1 
Beverages 7 .2 0.5 7.7 0.3 5.8 6.1 10 .8 0 .3 1'1.6 11.9 

I Tobacco 1.3 1.3 0.8 0. 8 2.9 5 .1 5. 1 - - -

Textiles 19 . 1 4. 9 24 .0 O.l, 26 . 5 26 .9 33 .7 0 .4 20.6 21.0 

Leather &Shoe 2 .0 - 2.0 I 0 . 1 3.6 3.7 3 .9 0 .2 6 .2 6 .L\ 

Hood ") 1 <.. . , 2 . 1 0.5 1 . 1 1.6 2 .8 0. 7 1.1 1.8 

Paper&PrinUng 1.9 3.3 5.2 0 .1, 3.3 3 .7 1.9, 0 .3 3 .3 3 .6 

Non-metal 3 .5 3.9 7.4 0.5 6.1 6.6 0 . 1 1. 7 1.8 4 .9 

Chemical 2,l, 1'7 .6 20 .0 0.5 19.4 19 .9 8,.5 0 .6 17 .6 18 .2 

I'letal 1,. 5 .9..5 5.0 1.2 __ ~ . 9 5.1 6.2 0 .4 L} .3 5. 2 
I 

iOO I Total 64 .735 .3 100.0 11.8 95.2 10:) I 4 . (, O~ Ll 100 ,,".,. . , 

Sor ce; The 1979/ 80 figur'es are computed from , Central St8.t.is t ical 

Office, Results of the Survey of Hanufacturi ng Inclustrie~ ---
( 1979/80 ) Addis Ababa: April. 1982. 

-' 

The 1969 figures for gross value of production ar e from 
Statisti cal Abstmct , 1971 "The breuk-dovlD is not availabl2 . 
1971/72 figur es for paidup capital 31'e fror] 11i.nistr-y 0f Commerce 
Industry and Touri sm anc: CS~ l"t.rol ,S~.::\t j ~ JCL('Cl]. ,:-,:'f:Lce , Annual Survey 
of manufacturiDg :i. ll ctU$tl"':i. 8~: i r;7 1!72 - -.---- ~ ---- - -- -----_ ... -- _ .. -- ... _- -



Regions 

Shoa 

Eriterea 

Hararghe 

Others 

Total 
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APPENDIX ITI 

Table 15 

Regional distributi on of manufac_turing industries 

before a~d after 1974. (i n percent) 

Number of Employment Fixed Assets Gross Value 1 

e,stablishments 
of producti on 

1969 1979/80 1969 1979/80 1969 1979/80 1979/30 

51.0 <;3 .7 60 .2 63.5 11'7.4 79 .0 61.8 

3"' r.: I . :> 22 .0 23 .6 16.9 37 .2 12.0 23 .9 

9 .4 5.'7 8 .5 10 . 2 6 . 0 5 .0 8 . 0 

2 . 1 13.6 7 .7 'J .6 9 .4 4 .0 6 .0 

100 .0 100 .0 1CO .0 ·~oo . n ~f)O . O 

------------.-_._-_._- .----------'-'-"---

1Data for 1969 on r3gional basiS j s not aVG.i1Ol':lle . 

Source : '1969 data is from: COllil"8r'ci2:C ;>.:,'( of Ethiopia, The Ethiopj.an 

19'(9/80 data is from: Centra:: ~) ·"'.ti.cc')'c3.1 Office J Res'.11t3 
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AP?r::NDIX IV 

Excer pts from tl'je Customs Tariff Book, to show that differf;nt rates 

are l evied .on identical goods fOl' the pur pose of pr otecti ng domestic 

industries . 

B.T. N. 
Heading 

11.08 

32 .05 

35.05 

110.05 

117.02 

56.0'/ 

Tariff 
Item No . 

110810 

110890 

320510 

320590 

350511 

350519 

400510 

4005,)0 

1,"02 10 

470290 

56079 1 

560792 

560793 

560799 

~escription Duty Rate 

StarchGs 

In bulk for use i n the production of 
textile Ydrns or fabrics. f r ee 

Other 40'"/0 

synthetL: Organi c dyestuffs 

Impor t <Yi for pr::-cessj.ng :md fi.ni"hing 
by local ta11I18ries and textile in-
dustries Free 

Other 

Dextrins and dextrin glues 

For the manufacb.1re of D1?tches 

Other 

Plates, sh~":':,;;s and strip of un­

volcanh:ed :;atuC'.l or syntllGtic rubbel' 

For fUi'the!~' prcr:- ,,;sing in tyre and foc 'c· · 

we2-i" .i.ndl:stry 

I mpor'c,c;;d by paper mill 

OU'lef 

Wor2"J fabrics of man·-ma(!G fi.bres 

10% 

Free 
20% 

free 

Not. bei.ng lace lly manufactur'ed (HI-

!Tor manufacture of umbrelJ.r.::.G 25~l 

I mported for use i.ll t he type indl':'ttr.:- Fl"Ce 

Other '! (:;(1% 

. - .- - - ._---- - '---' -.---- . ~.- .. , ... _ .,. . ..-..--..... ... . -_.-----._ .... - --.,- ~ ...... -~.- ----------, 
... ' . , ., 



B.T.N. Tariff 
Headi ng Item No . 

60 .01 

600191 

600 192 

73 .08 

73 .08 10 

73 .0820 

73 . 0890 

74 .03 
7/, .0310 

74 .0390 

76 .04 

760410 

Description 

Knitted or Crochet ed fabrics 

Nbt being manufactured locally 

Others 

Iron or steel coils 

Imported f01.' th", Production of tools 

of all kinds and dimensi ons for fu r ther 

processing in Ethiopia 

Other 

Wrought bars rods 

L:':)or'ted for further processing 

Other 

Al uminium foil 

when imported by local manufacturei"s 

- 85 -

Duty Rate 

100% 

:', 

Free " 

Br.3.00/100I<g. 

Br. 20 . 001 1001{g. 

for further processi.ng 10% 

Other 1 C:M 
'J !" 

"Free of Tr ansacti on and Hunicipality Taxes . 



Y, 
,~ , , ~ 

PRODUCT NAi"1E 

QUANTI TY PRODUCED 
FAC TOrtY NAME 

Lis t of 
in?uts 

--1 _. __ - 1,--_ 

.1 
--2 
----

3 
4 - --5 --6 

I 
I 

I BTN 
! Code 

2 

.--

~.-.. 

(Form M!1 - 1) DA TA COLLLECTION FORl'1A T 
· .. , ______ .__... .. _r_. _ 

11ASTER TABLE _._----_. 
1980/81 (1973 E . C) 

;ua~tit;-;;';::::;---ti .. Factory Ga~':--;:lue In"Bi-:r--'--"'-! --.- .. e .... ~-- - --- .. ----.-----~ .. --.--.- , ............. -~.- -,~ .... --.~ -~.----... - - ....... ,' ; 
cal I Imported U~.:~.! r~-=~_._ L_ .... _.- .--'T~-~-.:. - .~.~-.... --.. -.- ..... i 1 Local I Impo r ted1 Local i Imported ; To tal i --- =1==-----._ .. --g-.-l --1------.. · .. ·~-· .. ·- ---·- .-l._ - .- -. -- • • " j _~ ___ ~.-- ~_=~ ~-=--=-_ ~-~_~1_·-1_1== ~-l-~L_=i~~:8~= I 

1 j , .--. j .. - - - --- ---- - ••• _ ... _.-._ .. ,... ... __ .. - i ... --_ ... _ .. --.. --.~-+------ --.-- ----.. .. -.... --_ ... -J --'-"--" --1",---" --... --''''--'i' -"'-'''--- .-_ .. ---. ,------.-. -j--· .. ---- ·--··~· -·--·-· · ··---t---.. - '-'--

_._--
Uni c 

L of 

:j 
-t-

---- r o
, 

-----r-"----- '---'=F-----·-·t-.. ·-··--·~---_·_-.. -·_ .. T - -_·-· .. ·_ · .. f --I----~ ... -_. _ ... - -.. ----+-.... --.-- .. ·_---·- -·-1 8 
. ..--.~-.---- ... --.. - -- - ·- ·- -·--.. -·-l·-·· .. ~·---.· .. -· -----·----·-· .. -1 

--1-.- ---
7 

·-+-±--·-~-----.. -·-I-· .. --· .. ·--·" .. .--.. ..---·---+-.. · .. ·--· .. ·--·r -·------+·--·-.. -·-·-... .. "I . --.. - -----____j_ i --t-~---t----· _. - ·----1-·--··-·- ·-· t· .. .. ·--·-.. --t---·-- .. ··-· -.. i 

i .- ' -.- ___ .~ u~-~_..........j... .. ·.~___ . .._._ .. ____ __.~ __ ,_~_ .. .... _ ... _, ...... _ ... . . ~"' .•. __ __ ~_,_ ~ ___ . ___ ._. , • .•. : 
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HM - 1 (Con td. ) 

-----. ---~-..... - .. --.... ------.... - ... -----.. ---.. _ .. _---_._---_._ .. ... -. ---
Tariff I N D IRE C T T A XES 

--L- 0 c a E~cise. T~;;.-. o:~:~--jf1®iclpt_i"i}Y~ Ta.~t==·To!~l: Yiiue '--

toe r-'V~~ Rate i Vai;;~' I Ra te I Value i Local !Importe d 
-7- 18 1-19-4 - 20 "r-21---t--T2··-1-.. 2'j-T-··;24----.. . -"--r~--+ T -1-"-"-'-'--4 "--'''-'T-''---+------ -'-=c=-'-+--- ·--l----·r------.· -1-----·-f-·.. · .--+-.. --.--... --+----.---~ .---.--.-

o n f I "----Transaction Ta-x---i" 
C 1 • ~~~J" _ _ ~ _ . 

: ""'-1 ~.'u+.~. r'~~; i rt·::r~::~·~ 
11 12 I 13 1 4 -1 15 I 16 I , -·--,----T -- I 1-

-- j-. _ .. t=. ' j - --+-- - ---L-

---_. 

.. 

._-

I '---t 
-- I-L ' --= =l--·-.. ·--=-t-.. --.. ~=--t---r .. --.=--1---=·+=---~· ~ 

·--·--·~ .. --.. --·--=-.+-==~-··-.-r--.-. -1'-..... __ ._ 
-- -.--.-~.--.. ----j-.---.--t-.. --........ 1--... -----,,-.. -.-.--.-.. _-I 

. , J , 

.... _.1_ .. _ .... _ --- ... ----!----.. - . .. ---.-.-~.------t.---.---

t-.-t- .. --
• 

, .. - 1---_ .- 1-'_- , 

I ~ -
- j 

.-
_._._ ... 1--._- '-

! I j -- --_______ ~...J. ____ _ 
. .+_._. ._-_ .... ---1-·-·-.. -·1-... --.. ··-j·-·----r---- .. · 

._-'-___ ..J.. ____ l._ .. ....... -'-_ .... ___ .. ____ l.. _______ L_. ___ .. L_ .. ___ .. ... _l. __ ......... _L __ ._ .. " .. _ 



r 

\-3' 

MI1 - 1 (Contd . ) 

-----------.-----~ .. --...... 
I N LAN D COS T SON IMP 0 R T S _. __ .. _____ . ___ .. _ ' -.------.. -.----------.-------.. ----- .--.. + .. -.---... .. _,' Fac tory Ga te 

; . . ; Import- l i . , Financi a l , I (. ) I HarltJ.me _l~ EXp'or L .. ! _ Insyrance-t-.~~_~~~~.ta.~~~~Allo~ance ~ ~~~~r !.:::~_, Total l ... -- Bl~_. _ __ . 
I Ha te 'i Value 1 £l.ate :.' Valuer Ra te i Value I Rate I Value I Rate~Valuha~te ' Va lue I i Unit i Val u:? 
. i ' I I! . ' I" ! Valu e I P' I 

1 . , • j + ' . . rlce . 1- 2 2 '-- -2 j 28 29 I 0 I i 32 - 3- -ifi 3~ ---6"- ",--''j''r'''-'-- '''-Ji ... I~±-f. -:L-+-----r--·-T2Q. i 2.L >'---" -..J---t-.J.~l=J-"-t--2- .. -T--- .. ·~----T .. ::J1L+ .. _~. 
i---" ..... _-j--_ ... f-. i -- ! I -- . I L-_l_._~-t .... --.. --·-,..-----1-----I·----I-.. - -i 'I--- I ,·-+----r ' --~· .. --+----··-·I·- ·--·-i ------r --.. · 
,--·-t·_· .. ·+·· --1- t-·~·-+-·---·-·-l--·--.. ·+---I·-· ---t ,-----·-··r·---·--·-.. +·--.. -.. ,--...... 
1- I '-"-l'--± . ~·-.. ·+--·-t-----·t-·-r--+·-·--T---.-... - .. -+ .. --·-I·- ·--·· 
I.- I ----·-i·-~ .. I '--~-'-r I .-+.-----f.- --t ..... .,-.t--.--L----~ .. - ---.. --l-.. --...... .. --. .,._-
, t-·-----l---+·--r ! .. ·f----.. -.. ·1--- I ·-+'-i--.. <o'·--·t-·-·---i i--- "- -.. _-j.- I -t---·- r-.. --t· I -+-- --·---1·- ,·---·--··;-· .. · .. ----+-·--·-· .. 
i- .. -I -1 ·----t-.. I I ·l------i------ -r-·-j-- ·---l---- -· i----·-+---· .. ------t--.. ---j· ' - '---1 

I -!---+----I---t----~---l------t-- ---.-+-~. -... ---r----..... -;---... (-_.---
.. --, -1---.. I ' ---+-, ... --,----.. -i--.----- .. ··---0-·------·-··1--·-.. .. --1-.. ...-
!-~-- I .. - '-- ... - ------r- "--' - - ------- .. __ .... _ .... _,_ .... __ .. ... l . ___ .. _ 

I±=·!- .... *-=--=-±:- =±_::::J=::±==L::-L-=- i==~::::.-::~~ __ . , 
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r=-4 
DATA COLLECTION FORf1AT 

FOH 11ANUFACTURING PRODUCTS 

( Form MM - 2) 

" . .. _--"'_ .. .. _._. 

- -.. -.- ... _--. - ...... -.... -I -------· -·- ·--;:; .. ··1 Tari~ff On ·-----·_·-·-------U C T I 0 ___ ..!.._ I F Value --- - .. -.-.. R OD -_ .. -.-.;-y t
C 

_ _ . 
- -r- --1---- i p .. --------;-Value ( Blr~_. ___ '''' __ 1 Value I 

' I --- --Quantity I -:---,-- ~ Rate 

. I BTN I --''''-- I Unl t : Valu~ I ----t------, 
I 

ISIC ! , _."'t of"l Amount I P r lce I - ----t- -
8 

.. __ .-2 _ _ , ' C de I Unl . __ L 7 ' __ 

' Codo I 0 i Mo "'UN J -----. , T £_._ • .L ____ -\'--- i .. __ ... .1 

I 
Produc t i ---f-----_4-_-_·L . __ . - I .. --L--~r-- J. 

-r- --r- 3_-t--- I I I , _ . ___ . : - --'-- l_~-.._:-__ ·----+ 2 l _ .. --t' .. ·_--t '--" ---"---_" ."'1------i-===+ ______ j' 
'I - '-- ---.-t--__ .. ..------T-·----. i ---r ______ . j ~~ __ ._ .. j .. _.---_ . 

i +-----.. --~- --- t--.-f---j~"-----·~·=r=--~==-l_. ~l-.. ,,--.. ~-}---'= -: .1 
~ ------.. -.-- --.----.-+,-.-=+=-.. ~~+--.. =1=--.---- "--'--3=-' ---~~~=~£_" "-' =~~=-_-__ 'j' 
L.. - . t I ._ ._ .. ____ _._, _. ___ .... 
-_. '--- I . - ------ -===- . I _____ -=.: :. .~~ .. _..i. ____ . __ .. _ --. I -t-.- __ _ .. ~_ 

1 _ : __ .,, __ _ 

10 

9 

,_ . _ ______ _ ... L-.. 
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fS' 
NM - 2 (~orttd.) 

'----~ .. -~.--------.--_#_----- , 

IN DIREC T TAXES :, C T'" 

I Trans a ction Tax Excise-Tax-- '--"lMunicipali ty i ._-_. - ....... _. J!;I X- facttor
y

, u' - : ~t ~ 

i. 
,. __ ._~ . ~ Total Taxes UDl i nl ~ 

i Local l Imported Local ; Impo rted i Tax! p rice 'I Pr1ccl 

! Rate IvalueJ Ratef Value Rate Value l'RaiejValut-"Ra-re (value! Local , I mpo rted! i 
'lO-,--I1 12 III 14 15 tlb-"--~---'i1f--TT9 1 -'20--·--- - -2r" 'T"- - - -22-r --"'2- " ; 

I [.---.-. ----t==!-- , -r---- - L----·-r- ---------.S2--\ 
\ ii i I i ! I i 

I j 
. ' 

1 I 

1-- I T ---r i r L '-i---, --- I ---I 1--'-- --'1 - ·,,- -·---i----·\ 

r--t--r=l I .-=f--.. -=L-~=-j=+ .. --l "-1'--"'- --1-- ~~ ... J==-~=-.. -J.=~=:l 
~ t--+-_·-· .-t--I------.1- --- -I-·-·-r----+-.... --·~---.. -·-·j----.... L------+---.~ 
, ! . I I I ' i I I I I ! 

J 
!-- --.4- ----t---.--+-.==r-.-- ·--·----t-----·--r· ·--··-----t--------+----·---t--.... ---1 
I ' i I I " I -l I , 

, I ' I ' . 
-- J - ! .. --- i---··-i ·-=t=r----. .-.-- - +---.- .-.---7-.---.-- --! . + I ! '-t' I' 1 f ! 

-~' i -- t +- --,-- - 1-----J--~'-.. -~1 ------~---.-- -; 

. !! i · I i I I 

--t-- ------r---j .. -,----t-'''--- T ------~--_t·-----1-.. --- -·---.----·-·--1 -1---*-+ ,---T-----·t----r·- ·---T------T----------t----1 
r- !·-1 -----t"----+---.. ~- ·----t-·--1-·---·---~ · .. ·---.. -·-· - -j -- -----"1 

--r I 1-- ! ----f---] · ·--~---I-·---"...J .. -----·-.. ·t-.. ----l 
__ . ___ ---1.. ! I ________ ---..L---_ .-.L.._._ ..... _ . _~ __ ,_ ... _1, ______ -'-_~ .. __ . .: 

-j--" ' 
I =t= .,. ._. 

-=1== 
i 
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! 
-/--
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t=-G DA TA FOR THE CALCULATION OF 

TECHNICAL COEFFICIENTS ' 
.~--. --- ----

( F orm MM - 3 

iB;;r- . QUANTIT:~--j _~- FA'8:?_RY_~E V~LUE" (BIRl~).=. rTa~~t~/n . 

Input I ~ d I Unit I I =r Unit Price I Value ~ value (Br.) 

of I Local Imn I Total - -_. .----. -- .---.. -- .- - - ... --.- --- -... _- o -

v o e l ~ 

M 
'.' Local i Imp _ Loc a ll Imp. JTo t "l . P t ; V 1 

eas .. j 

~ l _ ~a e a u e 

--l--'---+2-t~-4- 5"-l---"6-·--t---7- · I 8'-- · ·"9=t=Io-T--ll- t ·- ·-·T2·+·-· .. ·1 
I- -._.,.--t-. ..L-- I ' 1'---·-T-- --I-·---+ ! ---......... -----r------ -t---)--

1 r-----t- I -t I -f------ : -!----.-I .. -----+---
--------------~- --roo t --'-l-" 1 -+---+-----1--· -·---~. --... ---.+.- .- -

--'--+'-r- t - "- '-r--- i --T---+-------... '1' .-- ... . -. -··1-.. ,--.. · .. · 
~----.--. -!-- I --··-1- -J'------r-·-'·-- .. _ , I ·-t-,--,-t---- ·- ---. __ .... _L __ _ 

.. ~ ---.!----' -, I ------r---- --·----r--· .. · -- .------ -,-----, .. --t-_. -- -.-.. --.---, ... .. ---,-
I 7---------- ,· .. - .. -+-- -r---i---- '-· 1,--- --,. --.. !-· .. -f-,--~----------.- .. ' 

Is ,,- .. --i--------j--t-----" L .--- ---1----1,-,----1-- "---'- -r--

3
-- ---r-E --L_ - -'- - ·--t--i---.. --I,-.. - ~---t ... -----

I~ ----.- -- - ---T- -- - .--.. _--[ .. _ -... - ' .. _- ------!--·-----r--·-·-+-,·--'----+------

~-- i----t·-.. -r--, .. ----t---- ,+ --·- --- I '- -+-'--i--'-- -·,!-'----"t-·-·--
~. 1 .. -l----------.- --- - ---.----~ .. ---.. --

.!?E.9...<!!:'_~ . 
Name ------ --------- - - - --
ISIC code 

Indirect taxe s on the Product : Birr 

Ex-factory prices less indirect taxes : Birr 

Tariff r ate on c .i . f val ue of simi l ar imports: 



(11M - 4) 
Product __________ . _____ _ 

--- ··--------·--------------·-----··------·------i ITEl'iS ! VALUE i ---·-;;~:l:~~~---_-l---.. -.--.-------.-.-----*--2--==i 
.------. I 

A. Quan t ity produced 

B. Ex-factory value of the produ ct 

C. Tot a l val ue o f the product 

D. Domestic value adde d at factor cost 

1. wage s and salaries + b enefits 
2 . depreciation ( gross) 

3. operating surplus before tax ( 26 ) 
4. interest 

5 . capital charge I 
I ' 
I ! 
I ! 

E. Va l ue added per unit of o utpu t 

. . .. ~ o .. .. . t" ·· · · · .. ·1 
! I Total 

I 
f.9£.ei@. ··-----·-r 

i A. c . i.f' value of p roduct 

B. c . i . I value of inV..lts 

1. 

2. 

3 . 
4. 

5. 

6 . 

7. ! 
C. Value added 

D. Va lue added per unit o :f product I 
Total 

.. .. ·f .. .. .... .. .... .. ...... .. .... ," 
I ! . I -------



\ 

(HH - 5 ) 

Product 

' ~iOrie'·------'--·- 1 _ .. - To al . " "-I Z;; 
I Y!Conver ISocial,Foreign!--" -~--. -._ .. 1 

Items Cost s , ~' ILocal Fore~gn 
!(Br . \ I'factor j cos t Sh%relfBirr. ' 1 (Birrl 

--- -1 ·--------'1'-"-::;;:2.L .. 4 .. 5 -- -~ 6 ~. - -;:r- -
------=----.----/. I_~-L_· -- I - l·· ... -

I I i I I , 1 . Material s c . i . f' 

1 . 

2 . 

3 . 
4. 

2 . L o c a l materials 

1. 

2 . 

3 . 
4. 

3 . Du ty taxes 

4 . Transportati on & hand . 

5 . Labour 

6. Depre ciation 

7 . E lectricity 

8 . Water 

9 . I n s u rance 

10. Interest 

Ill. 
T r ans p o r tation 

1 2 . Taxes ( ExCii se + tran. 

1 3 . Pro fi t 

1 4 . Haintenance 

. 15 . Fuel and lubricant s 

1 6 . Ot hers 

Total 

1-------

I I I I 
I I I · 
I I I 
I i 

I 
! 

I 
I 

I 
+ inc )\ I I I 

I I I I I 

1 ...... 1 .. .... .1. . .... 1 ... ... . 1 ..... 1 ... ... .. 1 I 
---___ -+- , " .1 



11M - 5 

(Continued) 

Product 

If the product was to be 

! i Mon ~ ..,-" .___ I e y Iconv is -:--r, ----
I I cost • I oei 11 'r-______ . ______ ----1--- s ,fact. cos~ Foreign I --rO!$£ . _. 

T
I 21--3=t·" _ _ t!Share % {LOCal IF . I 

" 

,. 4 _ .~ ____ ~' I ore~gn 
• 5 --

I i 6 1 -

Items 

_ ____ imported 
~----

I i I -' L __ -=J 

i I! 
I I I I i 

I I I I I I I 

1. c ' 

1 

. l . f value 

. 

2. c . . :L . f price 

I J. 

l 

Duty taxes 

Customs 

Transact' lon 

Excise 

Mun ' ~cipali ty 

4. Transport & bank charge s 

! i ! • I ! i 
i I : ! I' 

,
i i Ii I I I 

I , I i I 
Ii; I ,I 
! • . ••• + .... 1. I' ! ! 

_ ______ . ____ - ___ ~To~t~a~l __ ~! ___ ~' __ ~.II~·~··~· ···· I I 
! ! i i · .. ··1 .. · .. '·······1' 

: ,! • 
, i _____ -l!__ ' ! _-L'_ ! ---- .I 

5 . Clearance and h andl i ng 

) 
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