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Facts and Figures — Ethiopia

v' ~80 million population
Economic v Five year average real Gross Domestic Product (GDP) growth was 11.4% -
Highlights nearly double the Sub-Saharan African (SSA) average of 6.0%
v' The 2008/09 GDP growth was 9.9%, while IMF and WB estimate it at 6.5%.
v' Year-on-year inflation peaked at 64%in July 2008 —second highest in SSA after
Zimbabwe — but it declined to 8.1% in February 2010.
v/ Real interest rates are negative as the minimum bank deposit rate remains at
4% and the average inflation rate is 5.1%.

v' Government depreciated the Birr by over 40% against the USD since 2008.

= Low Human Development ranking: 171th out of 182 countries from UNDP's
Development Human Development Index.
Figures = Life expectancy is 53 to 55 years old.

= Adult literacy rate is 36%.

= Urban unemployment stands at 17% (2006).

= Percentage of population with access to sate water is 60%.

= Law telecom penetration: 4.1 million mobile phones, 915,000 fixed telephone

lines, and 77,000 Internet subscribers.
=  World Bank’s Ease of Doing Business ranking: 107th out of 183 countries.

= The U.S was the 6th largest import source (grain/machinery ...) and the 9th

U.S. - largest export destination (coffee/oil seeds) for as well as the first largest
Ethiopia import of textile and apparel products of Ethiopia in 2008/09.
Trade =  Ethiopia's exports to U.S. were valued at $113 million in 2009, a decrease of

over 25% from 2008.
= Ethiopia's AGOA exports to U.S. were $12 million in 2009, down from $18

million in 2008.
($Millions) 2008 2009
Eth. Exports to U.S. $152.20 $112.90
Eth. Imports from U.S. $299.40 $270.40
Total Trade U.S./Eth. $451.60 $383.30
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= Government's priority sectors: coffee leather; textile/garments, horticulture/
floriculture, and agro-processing (oil seeds/pulses).
Ethiopian = Major exports: coffee, oil seeds, chat, flowers, leather and skins, and gold
Trade = Export growth was flat in 2008/09, down from previous years of annual 18%
to 24% growth.
= Ethiopia suffers from a severe trade deficit, reaching $6.3 billion in 2008/09
as it heavily relies on imports of petroleum, machinery and metal products.

SBillions) 20007/08 2008/09

Total Exports $1.50 $1.40

Total Imports $6.80 $7.70

Trade Balance -($5.3) -($6.3)
U.S.
Investment in = U.S. businesses in Ethiopia are primarily involved in the following industries:
Ethiopia soft drinks; construction equipment; real estate; agricultural machinery;

farming; and engineering services.

= Cumulative U.S Private Investment in Ethiopia since 1992 totals
approximately $260 million.

= U.S based Ethiopian Diaspora contribute 60% of the estimated $1.8 billion in
annual private transfers to individuals in Ethiopia.

= U.Sis the top donor country providing assistance to Ethiopia-totaled S900
million in 2009.

= U.S. Agency for Int'l Development (USAID) supports various economic
programs, including: world Trade Organization (WTQO) accession project;
AGOA+ program (ATEP), Ethiopia Commodity Exchange (ECX), and the
American Chamber of Commerce (AmCham) Ethiopia.

= U.S. provides 17% of World Bank (WB) funding — Ethiopia’s outstanding WB
public Basic Services (PBS) grants total $540 million over three years.

= U.S. provides 17% of International Monetary Fund (IMF) funding — Recent IMF
loan amounts include $241 million in 2009 and $50 million in 2008.

e U.S. also partially funds the African Development Bank, International Fund for
Agricultural Development, and the Paris Club — Ethiopia’s outstanding Loans
to these institutions total about $933 million.

Source: U.S. Embassy Ethiopia, ETGAMA (2009).
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AGOA: as Ethiopian stepping block

There are many National Development Plans and Frameworks in Ethiopia. The three major national
development plans of Ethiopia are ADLI, PASDEP and the Industrial Development strategy.

ADLI: - Agricultural Development- Led Industrialization - It is the most fundamental development
framework for Ethiopia. It emphasizes the importance of the industrialization of agriculture and the
promotion of the export of agricultural products considering the fact that 85% of the population is
engaged in agriculture. Following the ADLI, PASDEP sets 5-year targets by sub-sector.

PASDEP: - Plan for Accelerated and Sustained Development to End Poverty — It is a five year
development plan (2005/06-2009/10), sets as its overall goal that Ethiopia becomes a middle-income
country in 20-30 years.

The Industrial Development Strategy: - Covers the PASDEP’s lack of attention to the investment climate.
It was prepared in 2002, in the following year of launch of AGOA, where the possibilities and practical
features of AGOA were touching the ground.

The seven pillars of the Ethiopian Industrial Development Strategy are shown bellow.

Ethiopian Industrial development strategy
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As it is shown above, the basic frame of the industrial development of Ethiopia is twinned to export
trade. In analyzing the internal and external environment of such a huge and crucial national strategies,
AGOA always comes under opportunities of Major SWOT analysis.
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To harness the opportunity and to make the best use of the opportunities like AGOA and the
comparative advantages of the country, the Government of Ethiopia has emplaced investment and
operational incentives that are geared towards the export market.

Incentives: Investment and Export

Incentives in Ethiopia have two categories: the investment incentives and export
incentives.
I- Investment Incentives
1. Customs Duty Exemption
e A 100 percent exemption from the payment of import customs duty and other taxes
levied on imports is granted to investment capital goods and construction materials
necessary for the establishment of a new enterprise, or for the expansion or upgrading of
an existing enterprise, as well as spare parts with values up to 15 percent of the value of
the imported capital goods;
e Investment capital goods imported without the payment of import customs duties and
other taxes levied on imports may be transferred to investors enjoying similar privileges;
e Exemptions from customs duties or other taxes levied on imports are granted for raw
materials and packing materials necessary for the production of export goods. Taxes and
duties paid on raw materials and packaging materials are drawn back at the time of
exports of finished products. The voucher system and bonded manufacturing warehouse
facilities are also in place.
e All goods and services destined for export are exempted from any export and other taxes
levied on exports.
2. Income Tax Exemption
e Anyincome derived from an approved new manufacturing, agro-industrial or agricultural
investment is exempted from the payment of income tax ranging from 2-8 years
depending up on the area of investment, the volume of export and the location in which
the investment is undertaken. In the case of the floriculture sector, the duration of
exemption is 5 years.
e Income derived from an expansion or upgrading of an existing manufacturing, agro-
industrial or agricultural enterprise is exempted from income tax for a period of two years
if it exports at least 50% of its products and increases, in value, its production by 25%.
3. Loss Carry forward
Business enterprises that suffer losses during the tax holiday period can carry forward such losses
for half of the income tax exemption period, after the expiry of such period.
4. Remittance of Funds
Foreign investors are entitled to make the following remittances out of Ethiopia in convertible
foreign currency at the prevailing rate of exchange on the date of remittance:
e Profits and dividends accruing from investment;
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e Principal and interest payment on external loans;
e Payments related to a technology transfer agreement;
e Proceeds from the sale or liquidation of an enterprise;
e Proceeds from the transfer of shares or of partial ownership of an enterprise to a
domestic investor;
e Expatriate employees may remit in convertible foreign currency, unspent salaries and
other payments accruing from their employment in hard currency.
5. Investment Guarantee and Protection
In Ethiopia both the Constitution and the Investment Code protect private property. Ethiopia is
also a member of the Multilateral International Guarantee Agency (MIGA), which issues
guarantees against non-commercial risks to enterprises that invest in signatory Countries.
6. One-Stop Shop Service
Foreign investors obtain pre-and post-approval services from the Ethiopian Investment Agency
(EIA). In addition to facilitation and promotional services, the EIA offers the following services
under the one-stop shop arrangement:

e issuance of Investment Permit in 4 hours
e issuance of Commercial Registration Certificate » 4 »

e issuance of Business License »4»

e issuance of Work Permit » 1 hour
e registration of Technology Transfer Agreement » 2 hours

e registration of export oriented non-equity based foreign collaboration » 1 hour
e Facilitation of the acquisition of land and utilities.
7. Loan Provision
The development bank of Ethiopia gives loan to investors in the floriculture sector. Investors can borrow
an amount up to 70% of the investment cost.

II- EXPORT INCENTIVES
The Government of the Federal Democratic Republic of Ethiopia has introduced a number of export and
investment incentive schemes, which creates an enabling environment and competiveness for investors
and manufacturer exporters. The incentives schemes introduce in this context are described in the
following sections. The incentives are three types: the export trade duty incentives, cost sharing
schemes and exporters prize awards.

1- Export Trade Duty Incentives
The objectives of the export trade incentive scheme were: to improve the foreign currency reserve of
the country by enhancing export trade and to enable exporters access inputs at world market price, so
that they will be able to compete on equal footing with their competitors.

The Export Trade Incentive Scheme shall apply to:

e Raw-materials and commodities re-exported after having been imported upon payment of

duties;
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e Raw-materials imported or produced locally to be used in production of export commodities;
e Goods to be used for packing and containing export commodities;
e Imported oil, lubricants and other energy generating substance used by producers which are
wholly engaged in manufacturing commaodities for export;
e Locally originating or imported raw materials for use in the production of goods which are in
turn employed as input to produce commodities for export market.
The duty incentive schemes established include the following:

a) Duty Draw-Back Scheme

b) Voucher Scheme

c) Bonded Manufacturing Warehouse

a- Duty Draw-Back Scheme

Duty Draw — Back means a scheme by which duty paid on raw material used in the production of
commodities is refunded upon exportation of the commodity processed and shall include refund of
duties paid on goods re-exported in the same condition for being not in conformity with purchase order
specifications, damaged, short delivery or not in market demand.

Duty Draw-Back Rate
- When the export of raw material of commodity on which duty to be drawn-back is ascertained;

(a) if re-exported in the same condition 95% (ninety five Percent) ;
(b) if exported after being processed or used for packing and containing 100% (one hundred
percent); of the duty paid shall be refunded,

- Having calculated the amount of duty payable on each commodity produced locally and exported
thereafter, the Customs and Revenues Authority shall pay the duty to the bank account of the
beneficiary, or pay the beneficiary by cheque.

b- Voucher Scheme

A Voucher or Voucher Book is a document printed by the Customs and Revenues Authority, to be used

for recording the balance of duty payable on raw materials imported for use in the production of goods

for export market.
c- Bonded Manufacturing Warehouse Scheme
In this scheme,

e The customs official and the exporter shall jointly lock the licensed warehouse;

e The Exporter who imports raw materials shall complete transit formalities at the port of
arrival and the raw materials shall directly be transferred to the warehouse. All necessary
Customs formalities shall be completed at the warehouse;

e The raw material to be used for production must be removed in presence of Customs
official;

e The Product shall be registered and transferred to the warehouse and shall be exported
after all Customs export formalities have been completed.
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Beneficiaries of the bonded Manufacturing Warehouse Scheme are producers wholly engaged in
exporting their products who are not eligible to use the Voucher Scheme and who have license that
enables them to operate such warehouse.

2- Cost sharing scheme
In June 2004, the Ministry of Finance and Economic Development has issued a directive in which
Government supports and encourages organizations engaged or planned to engage in export focused
activities through cost sharing scheme. The directive is meant to exempt income tax to be paid on
salaries of foreign professionals and experts hired by these persons or organization.

The objective of the scheme is to support and encourage managerial and technical skill capacity building
efforts being done by export focused organizations hiring foreign professional and experts by exempting
income tax paid on their salaries.

The following procedure of Hiring Foreign Expert is part of the scheme:

(1) The Foreign expert, should submit his experience and educational testimonies that indicated his
competence to carry on the duties and the salary amount he is demanding;

(2) The foreign experts to be hired should confirm that they can achieve the results indicated on
the project proposal within the contract period; should indicate this by activity time table (
action plan); and strategies to be followed to perform detailed activities;

(3) The foreign expert or the company administering the expert should sign contractual agreement
with the applicant that the activities shall be accomplished as per the action plan indicated. The
contractual agreement should be submitted to the Ministry of Trade and Industry;

(4) The companies hiring foreign experts have responsibility to make sure, based on their
agreement, that the hired foreign experts had provided necessary training and replaced by
Ethiopians within two years period.

3- Exporters Prize Awards
In order to encourage and recognize the good performance being made by exporters the Council of
Ministers of the Federal Democratic Republic of Ethiopia has issued regulations.

The objective of export prize shall be to acknowledge the efforts and achievements scored by persons
involved in the export sector and thereby create result oriented completive environment to ensure
further improvements in the export sector performance.

According to the regulations, the following export prizes are instituted:

a) Excellent Export Performance Prize;

b) New Export products Prize;

¢) Export product Buyers Prize;

d) Export Product Input Suppliers Prize; and
e) Export support Prize.
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Awarded of export prizes shall be entitled to preference to get service under equipment lease or
financial lease schemes; cost sharing support to efforts being made to meet international standards and
thereby get accreditations; access to Exporters Credit Guarantee and many more special privileges.

The Opportunity + the effort

Following the efforts made to exploit the opportunities, the Ethiopian economy has been rapidly
growing in double digit GDP growth (11.4% on average every year) that has been recorded for the last
six years, according to the Ethiopian Ministry of Finance and Economic Development (A Quarterly
Magazine Vol.4 No.3 - March 2010.)

When we evaluate the basic reason of this good economic performance, we find the reason of the
creation of a good business environment based on opportunities like AGOA.

Among any economic partnership agreements Ethiopia engaged in, AGOA is the most generous market

access opportunity.

AGOA takes a key position in the current
well-performing Ethiopian economy in a
way that it is triggering development is one
of the key industrial sector- i.e. textile and ‘high economic
th
apparel - which is believed to have a chain ® srow
. . Supportive
effect of development to other industries national strategy

and commitment

by initiating greater employment and value

addition on agricultural products like © Opportunities like
AGOA combined

cotton. with comparative
advantages

Impact of AGOA on the Ethiopian Textile and Apparel sector

U.S. takes a key position in the export of the Ethiopian textile and apparel products. For example if we
take the case in the year 2008, Ethiopia exported textile and apparel products to more than 27 countries
throughout the world. But the lion share (more than 28%) is exported to U.S. (see the following graph.)
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Ethiopian Textile &

Apparel exports
by destination 2008 (in 26)

28,4% - UsA [}
27,0% - 1taly [

19,3% - Germany ||

7,6% - Rest of Europe

13,8% - Turkey

2,7% - Africa

1,4% - Other -

Source: Ministry of Trade and Industry

Export performance of the Textile and Apparel sector (Volume in tons, value in 000’s USD)

Textile Volume 492 2320 663 2578 2867 2480 2894
Value 1444 3343 1899 4250 4579 4852 7804

Apparel | Volume | 1477 5167 1549 1003 1033 871 964
Value 2595 6011 5135 6848 8043 9674 6630

T°za' Te"t“T Volume 1969 7487 2212 3581 3900 3351 3858
and apparel
Value 4039 9354 7034 11098 | 12622 14526 | 14434

Source: Customs Authority, Ministry of Trade and Industry, ETGAMA calculation - 2009.

Except the year 2004/2005, the export of the sector is showing an average growth. If we see its growth
in terms of value, the sector could not bring back the growth momentum it has gained before the year
2004, as it is shown in the following graph. When we evaluate the post-2005 export growth of the
sector, we can easily see that the export has tried to look for and focus on relatively high value products.
Then the value showed a tremendous growth in the year 2006-2009 keeping a better earning unlike the
small, sometimes decreasing growth of export in terms of volume.

Generally; the Ethiopian Textile and apparel sector was one of the most under-performer industries for
long before the AGOA era. But the simultaneous intervention of AGOA provision by the US government
and the national industrial development strategy by the Ethiopian Government has changed the picture

drastically.
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Official report issued by the Ethiopian News Agency in the year 2009 reads as follows.

The Ethiopian News Agency; February 25 2009, Addis Ababa.

“...Continuing a trend of accelerated growth, Ethiopian exports to the United States under the
African Growth and Opportunity Act (AGOA) in 2008 more than doubled from 2007.

From January to December 2008, Ethiopia’s AGOA exports reached 18 million USD, surpassing
8.9 million USD during the 2007 calendar year, according to a statement circulated by USAID
while US Ambassador Donald Yamamato held round table discussion with journalists on
Tuesday.

The textile and garments sector, long considered an under performer given its potential in
Ethiopia and the competitive advantage offered under AGOA’s Zero tariff preference, achieved
the total exports with an impressive increase of over 100 percent from 4.5 million USD in 2007 to
9.3 million USD in 2008. Other sectors that benefit from AGOA also recorded significant
increases, including agriculture products (100 percent), minerals and metals (471 percent), and
other manufactures (243 percent), according to the statement...”

Detailed feature of the investment and related capacity utilization of the sector is described bellow.

8 8 8 9 9 9 10
70 48 48 50 55 60 68.3
15 15 15 16 16 16 17
70 48 48 50 55 60 68.3
55 65 55 48 45 45 45
55 50 30 28 25 23 23

3400 2900 2560 3000 4,546 5100 5100

19600 18740 11500 14270 21000 30,492 30,492

31406 16579 27693 34184 36300 40800  --
54.8 111.7 56 48 44.9 101.6 =
45.2 (-11.7) 44 52 55.1 (-1.6) ==
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The VOLUME-VALUE trend of textile and apparel export. (Volume in tons, value in 000’s USD)
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As we can see from the above explanation, the big US textile and apparel market that can be navigated
for a better paying product has given this strategic option for the Ethiopian Textile and Apparel sector to
look for better-paying products through AGOA.

The Ethiopian Textile and Apparel sector in post MFA era

The market for clothing and textile in industrialized countries has been protected since the 1950s,
although protection really becomes institutionalized with the Multi fibers Arrangement in 1974. The
main objective of the MFA was to stabilize the growth in imports in certain textile products where
industrialized countries' producers were considered vulnerable to competition from law cost sources
(CEC, 1990). This was achieved through quota restrictions based on historical trade, which increased by
a limited amount every year. The restrictiveness of the MFA varied across suppliers. Some countries only
had a few quotas. The highest restrictions were generally reserved for the Asian "tigers" — Hong Kong,
Korea, Taiwan, and Macau — which were historically the dominant suppliers. In more recent years,
extensive restrictions have also been placed on the emerging Chinese industry.

The manner in which the MFA operated had the unintended side effect of encouraging the
internationalization of the textile industry. When dominant suppliers began to reach ceilings in their
quotas, production moved to other low cost countries, often as a result of investment from the tiger
economies (so-called "quota hopping") (Davenport, 1990; Rivoil, 2005). In turn, as imports from new
sources grew in restricted markets, new restrictions then began to be imposed and the agreement
finally covered a large range of countries, products and markets, while the industry spread across the
developing world (khanna, 1990).
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A key objective of the last round of trade negotiations —the Uruguay Round-was to eliminate textile
quotas. Indeed, a large share of the expected gains from the round (between 42 percent and 27 percent
depending on the study) were attributed to textiles and clothing (OECD, 2003).

This liberalization was seen as particularly vital to developing countries, as they are the biggest traders
in this sector. The agreement on textiles and Clothing (ATC) that emerged from the round, foresaw the
expiration of the quotas over 10 years, with full liberalization on 1 January 2005.

This full liberalization, as seen in many developing countries, has imprinted its own negative outcome
both in trade and investment as it is shown bellow.

The trend of investments in the Ethiopian Textile and apparel sector in the last five year is described
bellow.

Year 2005 2006 2007 2008 2009
Projects Went operational 10 13 8 8 2
Source: Ethiopian Investment Authority; 2010.

We can see the negative effect of the expiry of MFA in the year 2005 on the investment level. And in the
year 2010, there are better investments to the sector.

Ethiopian Textile and Apparel Export

14526 14434

11098
9354
7034
4039 I B Export - USD

Yr. 2003 Yr.2004  Yr.2005  Yr.2006 Yr.2007 Yr.2008

The 2004/2005 export performance data depicts that in the Ethiopian textile and apparel business
context, the end of MFA has contributed for 39% of price decrease of products sold in the US market.
(Average unit price has decreased in year 2005 to 0.31 USD from 0.8 USD in the year 2004.). The total
export by value is also decreased by 25% in the year 2005 following the end of MFA.
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AGOA and the future of the Ethiopian Textile and apparel sector

The projected impact of AGOA if sustained

The sector was in the learning process: the first five year national development strategy of the
Ethiopia cotton/textile/garment subsectors was developed in the year 2004 with the assistance of China
Textile Planning Institute of Construction (CTPIC). This 280-paged coordinated development strategy
placed a five-year cumulative export target of 500 million USD for the sector to be earned at the end of
the year 2010. Generally, The couple of the past five years was the time of learning for the entire
Ethiopian private sector started to boom after decades of command economy dictated by the previous
regime which entirely killed the private sector. The same holds true for the Ethiopian Textile and
Apparel sector. Currently the five years export performance of the sector is under a serous evaluation
and learning experiences were drowned form the low export performance. Following this experience,
the true benefit that can be earned is ahead for Ethiopia. So, after this long and valuable learning period,
Ethiopia has to have AGOA sustainably to apply the lesson learnt.

Huge FDI inflow is just starting now: For the following five years, more focus is given for FDI to
encourage technology transfer, market linkage and capital inflow. Big foreign investments are coming
recently from Turkey, India and China. With in three years, the existing capacity of the textile subsector
is planned to double. Some of the new factories have started construction, some are preparing to start
construction, and some have partially commissioned. So, the next five years export target of the sector
is expected to double from the past five year target amounting to earn one billion USD exports from the
sector at the end of the year 2015.

If we see the capacity being cumulated in the weak link in the Ethiopian TA value chain i.e. in the textile
subsector, we get the following figures. It is the yarn production of the next five years that guides the
overall cotton farming practices in the country.

Yarn production plan Unit Yr.2011 | Yr.2012 | Yr.2013 | Yr.2014 | Yr. 2015
By Existing 10 factories ton/yr 1,120,280 | 1,185,205 | 1,185,205 | 1,185,205 | 1,185,205
By 10 another New factories/expansion | ton/yr 29,737 64,978 72,459 79,468 86,476
TOTAL ton/yr 1,150,017 | 1,250,183 | 1,257,664 | 1,264,673 | 1,271,681

From the 10 new plants which are under development that has a total yarn processing capacity of
around 276 tones per day (~96,600 tones per year) , 6 are new investments and the other 4 are
expansion projects of existing plants. All the 10 projects are expected to be completed and made
operational within the next 3 years. So, sustaining AGOA means sustaining this encouraging
development start by giving the most generous support the sector ever experienced.

US is the major buyer for Ethiopia: As it is explained above, U.S. market is the primary target of the
Ethiopian Textile and apparel export, which covers the lion-share of the export of the sector. For
example the destination countries for the textile and apparel export for the year 2008 was more than 27
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counties. But more than 28% of the total export of the sector is destined to US. Actually, very recent
figures of export by destination shows Turkey is leading in importing Ethiopian yarn. Again the role of
AGOA remains intact at least through indirect way. So, sustaining AGOA means sustaining the Ethiopian
TA export which is growing every year in double digit for the last seven year (Except in the year 2005
and 2008).

The Ethiopian TA sector is on the way to hit critical mass: The Ethiopian textile and apparel sector
is going through huge investments to hit the critical mass (industrial population) that leverages the
economy of scale that the sector demands to be competitive. The investment is believed to continue at
least for the next five years. AGOA takes a key place in the overall capacity expansion, new investment
and ambitious plan of the Ethiopian Textile and Apparel Sector. So sustaining AGOA means sustaining
this ground-breaking investments.

When we see the above points, Ethiopia seems counted for a positive prediction of the continuity of the
AGOA provision regardless of the undecided future of AGOA.

If AGOA is not sustained

As we have seen above, the Ethiopian TA sector is going through a huge transformation. The benefit of
such huge investment comes after many years of operations. Even return on investment of such capital
investments need decades of time. The real benefit comes late. After five years, the sector is expected
to employ more than 3 million citizens.

If AGOA is going to expire with its existing schedule, the overall learning effort made for the last ten
years as well as huge and expensive investments of the country in pipeline shall be threatened badly
affecting the struggle that the country is making to overcome poverty and hunger in general.

As it is known, the very purpose of AGOA is to help poor nations of Sub Saharan Africa through trade by
enabling them build free market economy. Its fulfillment is a way ahead. We are just witnessing the
foundations of the fulfillment of those plans. So, not sustaining AGOA means jeopardizing its end from
the start. We strongly believe that, though a lot has to be some; there is enough reason for US
Government to have confidence on the beneficiary countries. Because though late, lots of necessary
investments and preparations are taking place in the countries like Ethiopia. So generally, if AGOA is not
sustained, not only the started growth of the Ethiopian Textile and Apparel sector be retarded, but also
it goes back missing the growing US market accesses that fits for the existing few varieties of products.
Above all, confidence of foreign investors as well as local entrepreneurs will go dying before its rise.

To make AGOA serve better

We believe that the future better performance of AGOA export depends on both parties; the beneficiary
countries as well as the U.S. government. The countries should try their best in investments, capacity
building, infrastructure building, and the like. But because the capacity of these poor nations is limited,
the US government should intervene in missing links beyond providing a market access.

Evaluating the decade-old AGOA exports of the sub Saharan African poor countries in general and in
Ethiopia in particular, we find CAPACITY the critical bottleneck hindered good performances. Capacity,
both at firm level as well as at country level, is not in a position to deliver the required quality and
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quantity of products. At firm level, the facility and the technology with the management capacity that
fits the AGOA market demand is limited. At the country level, the infrastructure, provision of enough
capital, improvements in costs and environments of doing business are the major areas that needs
critical intervention to improve the performance of AGOA. Different regional unities and federations are
a good platform to package some interventions to assist the above problems solved in individual AGOA
beneficiary countries.
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