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A. Sunrio.r;r Deocription 

Ethiopia has a oovero shortaae of aovornnent revenues avnilablo for devalope 
ment purposes. Local currency funds tor devolop:umt are concrtllly- ooarcer than 
rorolr,n exchange, and offers ot .foreign exchan<:;o nssist.ance tor c10velo~ent 
projocto have sonctineo ho.d to be cloclinod clue to lack of Ethiopian dollars 
with t.i111oh to cover the locnl coats or tho proposed projects. Groo.tor local 
currency fund ovllila.b1;li tiao "'111 clearly to neceasru.";y if the 6% annual GDP 
r..routh callod tor in the tbi19d Five-Yoor Plan 1s to be roallzoo. 

nccauoo or the underdeveloped nature .. of 1 ts tax system even ~J African :;itnndarde, 
h''thiopio. ho.a been able to obtain only a smnllor proportionate a::-i0unt ot its 
totnl tax revenues from direct taxation than have most African c ountrieso This 
necossitatos creator rol1ance £or revenues on it'lport•rclated to.xeo. i-'ioroowr, 
Ethiopia•s vory srmll .foraien trooo· in relation to r.i'JP limits tho potontial 

{ revonues obtaiooblo fron cust<::ras clutios nnd necessitates pa'":"ticu.lnrly effective 
~~dnimatrntion and enforcement ot cuotmml rcgu.lation.'13 in order thnt ravanues 
.tran tb1a source can 'bo es groat as poas1ble. 

Goald to bo achieved over the lii'e-of-tho project include the follouinr.t 

1. To increase each year ir·iport duty collections under prova.iling tnrift 
scmHit,lGD (it is Gstir.w.UH.1 that DOf".JG 1$% of aut.i~l\:J i:.i>Vr'W ,,vw t..!i•·i.;u:&.• ~~i\,;n:,,1.4·i 
duty ~10:nt). 

2. To reduce econClllic waste by ll t:ecluctio1rof 'tho tioo xoequ:l:r.ed to clr..~lll" 
ler(i ticnte imports and exports tt::rough custot'lS. 

,;. To prepare operating and trQjni."lf: ''13lluals for all custorr.a of!ic01~s. 

4. 'l'o revloo, as necessary, a. .. uJ integrate all custor:m lo.us and reculations. 

;. To eneender in custor.ls anployeoo a recoCfli tion of the ir.1p0rta.7it 
econa::dc function pcri"orned by busineas:~~ &-id a dt;;sira to llelp rather than 
hinder honeot exporters encl inporters. 

6. To achieve irr11rovcments in nercl!Olldise co..11trol, entry, e;..a.'11ruition, 
vnluation., liquidation, and clnooificntdon by tariff ite."'ls, as t:roll oo l:otter 
gencra.l enforcet:ient or custono regulations and prevention of Otlili.~ali..if:o 

ill ru:cordnnee tilth the recor::'lendn.tiono nadc in the U.J. Cn.sto:-m 'i'elrl Eeport of 
1967 1 and the uri t.to!l t'equeot of tbo D'j,rector o! tbo Im Custor.10 Adn:lnist.rntion 
<lD.tcd Decer•i.'Cr 6, 1967, ii.Ill uill provicla under .a PA..SA arl"": ;r:;enc..nt the services 
of tuo ~J.s. t!uroou or Custar.is speeialiots uho will arrive • lato FY 196U to 

; . ~ . 

uork £or a. tuo-ycar period with tbe IEG Custons l\dr.rl.llistrr.~tu. 'n. Those opccinlists 
uill ondea.vor to improvo the O{.)erat:i.oual proceduros and oract1ces of tho 
:~~opien Castons Adt"i.i.nistrat.ion ns indicated nbove, p~cularly w.i:th. reznrd to --

DrJClASSIF.tED . 
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lllOl'Chnndisc control, entry, examination nnd liquidation, valuntion and classifi• 
cnt.1.on by tnriff itm, as uell tu:1 prevOI)tion of cnue~~lir.c. They uill e."ldeo.vor 
t.o 1112prove tho orconizntional structure and a· :miniotration of the Custo.'7ls 
Servica and to increnoo cust.olns revenues. In those co11:.1octions, they 'Yill 
prcp:ira training ond operationnl r.umuals for all cuotans off'ic0re and ~ork 
r,enorall.J toword syotor:1s 01.-nplification and claritlcation. Tho !f.G tdll finonco 
tho services or Ethiopian counterparts n.."ld of clerical personnel Md, in addition, 
provide office i"acillties and equiineni, ood rml:e nvaila~lo £undo to finance 
the in-country tra;1sport:ltion. costs of rr.s. technici::ll.w. ~he Iill will D.loo 
cooperate uith u.s. spocinlists in i\:itv.10-J nnd intot;rntion of cootor:m lnws ond 
rceulations lllld trl.11 introduce euch draft. lGciolntion as cay to necessnry. · 

<) 

Tho raquirecl financial inputs during tho lii'e-of-tho project moo mialyzod in 
Table 11 attacbcd. 

D. Setting or F.nviroru10nt 

Bthiopia hns a ~essinc need to incrCG.5c local currency availnt.ili ties for 
develoir.icnt projccto ~., tha pu.blic sector in ordor to nchievo the 6~~ D.r'..nual GDP 
incroose called for in the third Five-YClar Plm-i (1968 .. 7.3) 1 nou being p:reporod 
uith the help of a rosident expatriate sWf ir£ludin3 one IDI'Ul a'1ployeo. 
!~n.uoo of tho co.rly su1ge of develop:oont of t:thiopio.• s true oys_tan, as uell as 
o: i tG .i'vci(1~ s~rutcn, ~""1(~ t.'1t; ~~l~t&;: ;;-,.-c.;-;.t.~e;l:..i=~-; ~~~;;...-:-.:!=~~c ~~ ~;.;.~.::!;:;~.;~ 

t..i.r,riculture in tho oca.1or."".y, Ethiopian revenue collections arc exceptionally low 
by LI~ otancJnrdo. ';ha i?orld P..onk Rep01•t of Aui~ust 1967 points out t!lnt amonc 
24 too•s havinc a conpar£lbly lou per capita GJP oncJ l0t-1 l'atio of foroir;n tr:.icle 
to r.~IP, Ethiopia• o µor capita revenues ara 35% oolon tl'.a civerai:~c. 1:oroov1Jr1 
r-:thiopin' o per c,nr>i w revenues aro less ttoo ono-thi1'C3 tllooo of n oa:tiplc oi' 
16 Tropical Africa countries !or ·uhich data ru.•e availoblo. 

i,J~ Of Ethiopia's i•clo.tivoly low total revenues, direct ta.'ten cornpriso .un U."lus;.i3lly 
·I I snall proportion. In u.s. F"l 19671 cJirect ta.."mtion accou:itcd for cnl.:,r 21:~; of 

totol doricotic revenues. A t'lajor reason for this lou porcentw,'e u::in t:1at no 
incone tax ( oxccpt the ti tho) uao legally applicable to inco:::o froi:l U.::.:ricul tm .. al 
rents and ac ti vi tics until the passC{:e oi' tb~ :;ier-lcul turol "inc~-;0 11 tu;' l<i~ 
aftor the end of ti;e fiscal year. Since tho adrdnistl:'Ll.tive ~"ld otl:cr ocstuclco 
to collection of this nci.1 tax m-a fomi.c1ablo, direct taA collcctiono c~-i co 
e::cpecterl to riDo only r,racJaally in tbc nm't i'ivo to tro yaaro. !:ecuuse of lou 

j 
present tincl pro::;poctiva level$ or direct tux collections, Ethiopia is oblirmcl 
to place r.loro rol:i.nncc tLnil most Af'ricon countries on indirect ta.~cs, princi
pnlly taxes oa i."Jl)o:r..·to. Since 1~thiopia probably l."Dn1~s ill tho louer ton iX>r coot 
nnonr, cOWl trlco of tl:o uorlc1 in size of foreign . ~ooe ns u protx>rtion. of :~:lP, 
custons duty laua and regulations r:rust to particul~ly e!'i'ici~..ntlJ oni'orcoo to 
assilro that totnl collections 1'rar;. this source .aro os larce as reasounbly 
posaiulc. 
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'rho basic method to bo Gf!Jployod under tbis project is to bring out,, 
bocinnir..g in Ff 1960, tuo opecialists i'rao tbo U.S. OtfiCG or Foroir:n Guntoms 
Assisto.'1.co to help ttia IEG Custoras Administration for o. tuo-year period in 
inproviri(; oorclmncli&.i control, ontry, e:mr.Unat.ion., valuation, ond liquidation,, 
olass1f1cation by tnr-lf! 1 tom, on well aa enf'orcc.nent of customs rerrillations 
and prevent.ion ot al."lU{';gliug. 'l'hio uill requi:ro uork by the UoSo !IJ.'.}OCialists on 
oystems sil;Jplificntion tmd on preparation of ti"o.ininB and operations flOO®la 
m~d on tlle eotablinhnen~ or en-the-job trainine pronra."nn for Ethiopim custons 
enployees. 

During FY 1969-70, in nddition to ttio full-time u.so opgcialists frco tho UoS• 
Office or Foreip;n CUstOMs Assistml.ca, other tloS• cuotons opacitilists tzill be 
broup.ht to Ethio~)it.a. (lQ noccss:J.ry for shortc..-'r periods to n.W:e porticula.r studies 
ond to help rosolvo p:>.rticulo.r problemso On-thc-jo'b tro.inii."'.IU 11ith assistance 
from the resident J\.,'"'lericon specialists is also anticipntedo These speciilists 
will also holp 't:11tb the review of ex1s~ cuot«ls lo.us and regulations and 
recQ:ir;XJ.nd. ch:m.goo necoooary .ror their integr:ition into n..'1 appropriate code. 
The anticipo.te<l r.umncr a."ld extant of tl'la contributions or this project nre 
oatllned bolowa 

" ·--.i:"!""JI,,, _..,_. __ -..L. .. _ ... _ 11.------·-- -·-·-------·---..... ~.a.,_ t·-4'-A-- ..... ___ ,_ ___ _ 
..... lt.f')'-'Je.~" \J ...... ~~'°"'U'-.J ......... o&..tla'\l•~ ..... 'C, \..J-\lf..W ........ ,HJ •V•"6.J,._.; • •••..,...,-~ ••"-'-r--·~) ..,,,.,,,, ~...,.__y 

that less timo and money is &pent by busines~"l in obtaininc clearance tl-:.rour.h · 
custoins of lcr,it.ir',.ate oxr>0rts and i.lllportao 

2. Iielp to louer coats of custoi"llS adrniniatration par dollar of cuzt.oPlS 
rcvmuo collected. 

. ). flelp clevolop tho If:f; Cuoto..~s Service aa a..11 inst.i. tution uo ti:£>t it \;ill 
continua to function ooro efficiently after tbo Aooricoo ~}'Elcialists return to 
the United Stotos. 

As st.a ted above, this uill require inter ~ development of tmi."'lillC and 
operational manuo.ls f'or .all custor.w ciivi.oions as uell ~ revleu and selective 
revision of custons le.us and rec;11lations. 

The Director of tho Il::n Customs Service requested tf'.o initial ti.So Cus-t.<r.s 
Toan study, nade in early 1967, and on the bunis ·O~ t..'1at- tea..-,• s recon:1encJati01~s, 
has requested t.lmt a follw-up !JoSo Cu.st.ans TcD.rl be ossicned on a lvng0r tor::'l 
lmsis t.o uorlc uith the rr:a. Castcna .Aclr:dniotr:ition" Tho latter reqaest is con
tained in an official lotter fro.'11 the Il!n Customs Dit"ector <fated Doce:aber 61 1967· 
Md indicatoo n uillinr::ness on his part, to uork for ndninistrat.ivo and legis• 
laUve chances uhich nay· te needed to ma.1'6 the Ethiopian Custons Adminietration 
fu."lction raore effectively. 

'l'~ project is cloooly related to the Economic and :Fino.."lleinl Plnnning Project 
and· part.icul.arly to tho portion of ~':cat, projoct UDd~ utich an ae£U:l~:lic . 

"' . ' . 
UllCLASSIFIED 

1 



. ,;t~f:tt~ 
"; ' " 

.ADJ'JIO ,\MllA TOA.ID A 772 i!.lCLl\SSIFim 7/ •. ·1 · 

ecc:menist uill conUnua to visit Ethiopia poriodicnlly ~help tho IfJJ dovolop .... ,. 
a more nearl.1' optiz:mm tcritf schedule 'W'IU.ch 'Ui.11 result in laraer total CUD'ta:la · 

· revonuon md nt the oom t4ne ~elp to encouraco valia oconcim1c growth ~d · 
devoloprwnt. •: · ·:· ; · ...... 

ll. f>lmmed Tffij!Ctsa P.esults a."td ·course ot Action- '. 

(The otatonont belmr is provisional m1d 'tJill be subject to refinement and :: ., .. 
rev181on alter tho proposed Custoom 'l'onm bas ardvod and ·has had an opportunity. 
to aoness 1n scne · detail tho needs ot the II!'O 0-1.\Gtai'lS Service tor iraprovonent). .. 

' <(. • 

Tho planned tareota Gnd course ot action as now envisaaed are cnUtJ.ernted eel.wt 

l. To ir:lprove tho IOO Custons Am:d.nistrntion to the point that import o"uty 
collections unclor prevailing tarif.1' schedules will increase each year and tho .. 
ousto:iw adr.d.nistrutivo coots per um. t of customs. rovcnuo collected uill decrcaB& · · · 
each year. 

2.. To cornploto uit.hin two (2) y£Wrs after the D.rr'lval ot the UoS• toom, 
prepm"Ot.ion of operations oo.d training 1.:wnuals £or all cu.stone divisions. 

). To oabieve significant it''lprove."lents in of.f'icioncy~ ·particularly in the 
areas oi morciwuiise ctm~-ol, eil.i#r,:11 exau:cil:.1,a\.ion, vu:i.u.at.iun, elat.JsJ..i"ic:mt.ion rq 
'tariff 1 tai~, and liquidation, as uell as in preventj.on of Sl.i'l\lggling. 

h. To reduce the tlVerllCe tilae required by buninesSQOll to clear ship:io.-witp 
'through customs. 

S. To establish 1.r1th1n lo months after thG arr'lval or the u.s. teo..'71_. 
tunctioni03 in-sorvice tra.i.ni.nlj prograros. 

The nn CustoI'ls Service uill con.tribute, in·ki:rul~ to tho project the services 
of counterparts and clorica.l sto.r.f as t;ell as provido necessni"Y 0£.fice space 
tmd equipnent.: The Ct1ato..'1D Administration will al.Do proVide i'unds to pay for 
the ~-country tranoportat.ion costs of the u.s. technicians. 

HALL 


