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AIDIS ABATA TOAID A T2 . VICLASSTFIFD L 7.
A. Smry Deseription

Fthiopia has a severe shortape of govornnent revenucs availatle for develope
pent purposes. Local currency funds for devclopment are generally scarcer than
foroiaon exchanpe, and offors of foreipn exchange assistance for development
projects have sonmotimes had to Lo declined due to lack of Ethioplan dollars
with which to cover the local costs of tho proposed projects. Greator local
owrency fund availabilities will clearly to necessary if the O munual GDP
grouth called for in the third Five-Year Plan is to be realized. .

Bocause of the underdeveloped nature.of its tax system even by African standarde,
Ethiopia has been able to obtain only a smaller proportionate amount of its
total tax revenues from direct taxation than have most Africen countries. This
necossitates greater roliance for revenues on inmporterclated taxes. ioreover, !
Bthiopia's very small foreign trade in rolation to (FIP limits tho potentiol

( rovonues obtainable from customs dutioe and necessitates particularly effective
\adninistration and enforcement of customs regulations in order thai revenues

| fron this source can Lo as great as possible.

Goald to Lo achioved over the life=of~the projoct include the follouings

-1, To increase each year inport duty collections under preovailing tariff
schedules (it io estinmated that some 155 of dutdaviv d:ipuris uww v vituwub
duty poytient)e

. 2. To roduce oconamic waste by a reductionof the timo required to cluar
lergitinate imports and exports tirough custorns.

-3, 70 prepare operating and training nanuals for all customg officers.
) e To revise, as nccessary, and integrate all custons lavs and regulations,

Se To engender in customs amployecs a reconition of the important
econanic function porforied by Lusinessmen and a desire to help rather than
binder honest exporters and inporicrs.

A 6. To achieve irprovencnts in nerchandise coqtrol, entry, exardnation,
valuation, liguidation, and classification by tariff items, as well as Lotter
rencral enforcenent of custons regulations and prevention of sruggling.

n accordance with the recomendations rade in the U.s. Custono Tean eport of
1907, and the writton request of tiie Director of the INF Custons Administration
dated Decenver €, 1967, 4AID will provide wnder a PASA are renct the scrvices

of tuo U.Se Truroau of Custonms specialists who will arrive . @ late FY 195U %o

uork for a tuwo-year porioed with tihe IEG Customs Administrate te These specialists
uill endeavor to improve the operational procedurcs and practices of the

'. tm.opian Custons ﬁdmin.n.;t.ration as indicated above, particularly with regard to <
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morchandise gontrol, cntry, exanminatlon and liquidation, valuation and classifie-
cation by tariff itm, as well as prevontion of cruoeling. They will endeavor
to improve the organizational structure and a 'mindiotration of the Customs
Service and to increaso customs revenuos. In these comnecticns, they vill
prepare training and operational manuals for nll custons officers and work
renorally toward systons simplification and clarification. The IEG will finance
tho services of Bihiopian counterparts and of ciorical peorsomnel and, in addition,
provide office facilities and equipment, and moke availatlo funds to finance

the in-country traasportation costs of U,S. tecinicians. The I will also
cooperate with U.S. speclalists in puy2as and integration of custens laws and
regulations and will introduce such draft lepislation as may te necessarys-

The recquired financial inputs during the life~ofethe projcct are analyzed in
Table 1, attaclicd, . ‘

Be Setiing or Envircmnont

jthiopia has a preseing need to increase local currcacy availatilities for
developnent projects in the public sector in ordor %o achieve the 62 annual GDP
incrosse called for in tho third Five<Year Plan (1968+73), nou being preparod
with the help of a rosident expatriate staff including oze IDRD caployec,
'ecause of the eaa'ly sta.ﬂe of develop.mont of Lihlopiats tax syutem, as well as

DR, PRy U s P LT Sy - SRS I B R SpR PN

Of 1U6 Yoais Syuvuu, G0 Wi® Tolatou Jvoavie Gdabotdoadl ) [7h LASVAMBAANAVL Ve AL a L s v
agriculture in tho eeonony, LEihlopian rovenue collections are exceptionally low
by LIX standards. The Torld Ponk Report of Aurust 1967 points out that among
2Ly LUC's having a conparably low per capita GIP and low ratio of foreign trade
to (iiP, Lthiopia's per capita revenues are 355 Lelow the avera . ioreover,
Fthiopia's per capita revenues are less than onc-third thosc of a sample of

16 Tropical Africa countries for which data are available,

snall proportion, In U.S. FY 1967, direct taxation accounted for canly 217 of
total domestic roevenues. A major rcoson for this low porcentasre was thad no
incone tax (exceopt the tithe) was lesally applicable to income from o;ricultural
rents and activities untll the passore of the ggricultural “income! tax lavw
after the end of the fiscal year. Since the adninistrative and other otstacles
to collection of this now tax are formidavle, direct taz collections can te
exnected to rise only gradually in the next five to toa years. IPecause of lou
present and prospective levels of direct tux collections, Libiopia is obliped

to place noro rcliance than most African countiles on iadirect taxes, princie
pally taxes oa irports. Since ithiopia probably ranks in the lower ten por cent
anone countisics of tie world in gize of foreipgn pade as a yropo"t;on of 1P,
custons duty laus and regulations rust bo perticulas,'l; officlently cnforced to
ascare that total collectims from this source.arc as large as reasonably
possicle.

!j Of Ethiopia‘’s rclativoly low total rewvenues, girect taxes comprise &n unusaally
|
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C. Stra

The basic nethod to boe employed under this project is to btring out,
berinning 4n FY 1960, two speclalists from the V.5, Office of Toreiprn Customs
Assistance to help the ILG Custons Administration for & two=year period in
inproving nerchandis: centrol, ontry, oxamination, valuation, and liguidation,
Cclassification by tariff item, as well as enforcenent of custons repgulations
and preventlion of smugpgling. This will require work by the U.S5. speciglists on
gystems simplification and on proparation of tiaining and operations manvals
and on the establishnent of oa-the-job training proprams for Ethiopian custons

erployeos. .

During FY 1969-70, in addition to two full-time U.S. opecialists from the U.S.
Office of Foreipn Customs Assistance, other J.S. custons gpecizlists will Le
broucht to Ethicpia as nocessary for shorter periods to nske perticular studices
and to help rosolve particular problems. Onethe=job training with assistance
from the resident Anericon specialists is also anticipateds These specialists
will also help with the review of existing customs laws and rerulations and
recamend. changes necessary for their intepgration into an appropricte code.

The anticlpated manner and oxtent of the contnmtions of this project are
outlined bolmss

[ PGS, .l.. R rmrmmml i e mnrmmbhmenm cvmstmemen o colnd Y t..‘l.-u!.q— b mrrpvenema

.I.. hﬁs’&‘-‘v CJMUUV-I.J Arsv e vielmatp, Ll Wi e vissons) rrrams v mpein, WY el e W

that less time and monoy is spent by tusinessmen in obtaining clearance through -
custons of lepitdmate exports and imports. .

, 2. llelp to lover costs of customs aduinistration per dollar of custons
revenue collected.

~ 3¢ Uelp develop the IFG Customs Service ag an institution so thabt it will
continue to function nore efficicntly after the Amcrican specialists retura o
the Jnited Stotes,

Ag stated above, this vill require inter alia development of training and
operational manuals for all customg divicions as well &g review and selective
revision of custons laws and regulations,

The Director of tho II: Customs Service requested the initial U.S5. Customs

Toan study, made in early 1967, and on the basis of that team's recorisendations,
has requested that a follcveup U.S. Custons Tecan be assirned cn a lopper torm
basis to work with the I3 Customs Adninistration, The latter request is cone
tained in an official lotter from the IEG Customs Director dated Docember 6, 1967
and indicates a willingmess on his part to work for adninistrative and legis-
lative chanpes which may te needed to make the Ethiopian Custoris Administration
function rore eflectively. ,

This project is closely related to the Economic and Financial Planming Project
and particularly to tho portion of that project under uhich an academic |
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ccononist will continue to vigit Lthiopia periodically to kelp tho IIG develop . -
a more nearly optimun tariff schedule which will result in larger total custons -
-revenues and at the same tine help to encourage valid economic growth and ‘
devolopnont.

De Planned Tarpets, Pesults and Course of Action-

(The statenont bolow is provisionel and will be subject to refinement and .
rovision after tha proposed Custons Team has arzived and -has had an opportunity .
to assess in some detall tho needs of the IIG Custons Scervice for improvment.).

The planned targets and course of a.cgion as now envisaged are cnuneratod telous

1. 7o improve tho IBG Customs Administyation to the point that import cuty
collections undor prevailing tariff schiedules will increase each year and the .
ocustons adninistrativo costs per unit of customs rovenuo eollected will decreaea
each year. ‘

2.. To comploto within two (2) years after the arrival of the U.S. team, '
preparation of operatlions and trainim nanuals Lor all custona divisions.

3. To achieve sig,niflcant inprovenents in ef.acioncy, particularly in the
areas of merchandise coatxrol, wuiry, examinaition, vVailustdon, cliassiricavion vy
tariff item, and liquidation, as uell as in prevention of sugglinge

. To reduse the average time required by businessmen to clear stipments
through custons.

S. To establish uiildn 1 months after the arrival of the .S, tean,
functioning in-service training programns,

The IIG Customs Service will contribute, in-kind, to tio groject tize services
of countorparts and clerical staff as well as provide necessary office space

“and equipments The Custons Adminigtration will also provide funds to pay for
tho inecountry transportation costs of the U.S, tecinicians,
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