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A. Surmary vicscerintion and Tabulation of Planned Tuputs

Fthiopic is woll behdnd most LDCt's including thoso in Africa in cconacde
and gocial developiient and has a pathetically low standard of livins: cesplte
abundant land resourcec. There is a clear need for btettor ecconomic ana
finoncial plannine both to increace the extranmely linited anount & recources
nou available for developent and to assure more econar.lec allocation of
resuwens to oernit a nore rapld rate and appropriate pattern of developnent.

Tho futare 1ilo of the project will correspond with the porioc of tle
Third Five=Yoar Plan (1909«73), and tlc tasic purpose of tho [roject is to
support the liplecmontation oi thie Third Plan, Projcet goals ond targets
are swnarized belou:

1. to train ;S Gthiopians who will 111 positions within the IMG
closely rclated to planning;

2. to lel» cdapt the I customs tariff ond excise tax ctructures to
thoge of the Last Africa Comrmon Harket with a minirmm loss of rovenues to
Ethiopia;

3. to formulate programs for expan ian of doncgtic savii s and investe
rient and tor inprovenient of financiat sratistacs ciau planniig’;

L. to tori: out plans for {‘overnment revonue exoangion and for rulddn;
tlc tax system an instrumont for cncouracing econandc use ol 1uand resowrces .
wnd for apgricult ral development (encrally;

Y. to dovclon a "progran" type budret ang elp inicrove coordlnction
Lotuecn yoorly oudncting and annual developx:emt plang;

o to improve accounting and auditing gystens uvitiin tie verrtiont
caaplex in order to inprove tudpetary exccution :nd asgure re ccsawisic
nge of scarce resources vithin the public gsector; and

7. to inprove coordination anong aid donors and cnhance the colloctive
influonce of donors for achieving nocessary roforms uvithin the I,

duantitotive toeri-ets durdng the five~ycur lifo of tlie project will
includes (r) eu indicated alove, truining of nine kthioplans each yoar to
111 plamin; Jous in the IFAj and () lnercasin: doacstic savings and
avernment revenues at an everare rate off at leert Loopor cont ceorly.
Other owmntitetive tarpots w1l te vorked out aiter 4 ¢ roject tectmicluns
arrive,
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f. If rcquested bty the (Hnistry of Finance, a fiscal planning
specialist, t.ose sclary till ve "topped-of€" by AID, uwill work iiith the
‘Unistry of tinance in formulating plans for oxpansion of i the tox taso,
for increacin: ;evernnient reveiluos, rmaking the tax system nmore conducivo to
agriculturel dovelopient, and irprovement of wudretin;: and coordiration of
yearly bud sctin: with annual development planning,

be TFY 2492 = 72

(Sze activities as shoun above for I'Y 1771).
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01sTRIBUTION TO - AmEmbassy Addis Ababa /AIDTO A T T2 -
'AFR
t™FQ,
EXSEC DATE SENT
OLAB FROM - AID/M ‘ 5-27-71
PA
ACONT SUBJECT - Economic and Financial Planning 663-11-750-116
ITAD
AAPC 10 |RUFERENCE - (R) PROP Rev. 1; (B) State 058578
CIT L A
TAB

The Project Authorization signed June 25, 1970, approved funding for
the Economic and Financial Planning project through FY 1973 with a life-

CIA of-project cost of $1.1 million. PROP Revision 1 of March 16, 1971,

E STATE presents a USAID/Ethiopia request to extend the project through FY 1979
TRSY with a life-of-project cost of $4.8 million. Of the proposed cost

XMR increase of $3.7 million, a 6-year extension of the project as pruuently

constituted would cost $1.2 million, an increase in the number of
participants $0.5 million, and & new university contract $2.0 million,

An AID/W project committee reviewed PROP Revision 1 and determined thuat

ADDIS additional information about the proposed expansion and extension was
ABADA needed before approval could be considered. Meanwhile, the USAID's need
to move ahead promptly on arranging pzrticipant training (not a new item)
HECTO was recognized, and separate approval of the participant component for

academic year 1971-72 was granted per ref B.

In order to enable AID/M to consider further the propo.ed expansion of
th> project, it is requested that USAID/E submit after Ernst review a
new PROP Revision 1 covering additional points including the following:

1. Identify the sneveral major economic/financial problems (including

related administrative bottlenecks) not addressed by other donors which

this project through training, assignment of OPEX specialists, and

s kbaxbolnmo xonaxhpand ki oendadoodoonand xaddbmax >xanck PO MO ropaxdtac

shoopoobdomoasodaotod. promotion of research is designed to help solve.
Describe how the various project elementa participants, OPEX contracts,
and institutional contract - relate to each other and address themselves

to the problems selected. , racE FasLs
1 oF 3
DRAFTCD HY . oryice PHONE NO. OATE APPROVED BY!
B /,)L %
A.F.Matthews: ymJ AFR/EAF 28657 | 5-26-71 | JerryNKnoll,Dir.,AFR/EAF
AFR/EAF: EDConroy(draft) AFR/TAC: MBelcher(draft)
AFR/EAF: JTurman(draft)  UNCLASSIFIED AFR/DP: JDBlumgart,(draft)
PPC/RC: ECFei(drlft) CLASSIFICATION

ATD.N.20 (11.408) {Do not type below this line) PRINTED 000
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AID-B.
D

2. Describe the agencies to be assisted - Planning Commission, Ministry
of Finance, Imperial Highway Authority, HSIU Economics Department, ete,

in terms of their present Ethiopian anG expatriate staffing and their
need to be upgradoed and/or expanded to have a greater capacity to work

on the problems you specify per item 1 above. If most of the participants
to be trained under the project are presently holding positions in the
development agencies, as has been implied, indicate by agency approximately
how many such persons are now employed. Even though cex.sting manpower
studies are recognized to have limitations, it would be pertinent to

cite their estimates of demand for planners, cconomists, et al. For
example, the recent Ministry of National Community Development/ILO study
indicates that sver 500 Ethiopien economists and statisticians are
employed at present and that emp.oyers predict & nced to hire 60 annuelly.
It also mentions that in the Planning Commission alone (including the
Technical Agency end the Central Statist'~rl Office) there are 67 senior
Ethiopian experts and 102 Junior experts cxclusive of administrative,
clerical, and foreign personnel.

3. Give your assessment of coordination in the economic/financial area
among various Ethiopian agencies, HSIU, and fereign douors. Presunably

this would take into account the April 27 meeting between the Flonning
Commission and the HSIU Economics Depariment on possible arca of research
collaboration. Distinguish in particular between the roles of (a) an
increasingly more involved ILRD, (b) the Harvard DAS team, (c) the sone

17 European and UN advisers in the Planning Commission, and (d) the advisors
and trainees proposed in the Econonic and Financial Planning PROP. Justify
appropriateness of U,S. input in fiscal and tax areas which may qualify for
IMF and UNDP help. Consider tvhe possibility of project inputs by the
Institute of Public Administration and the ECA Public Adminictration Section,
particularly in the area of organization and methods (systems analysie).

4. Describe expectations and plans for counterparts for OPEX positions,

5. AID/W is giving heightened priority to assisting development of

research competence in institutions of less developed countries. The
proposed institutional contract appears to be pertinent if adequately
justified. Desciibe IEG support for the proposed research element. Consi-
deration should be given to a grant to HSIU as a preferred course of action,
The proposed Faculty of Development Administration might appropriately be

the grantee. It should be made clear that the American advisers involved

in the institutional contract might perform somc research but primarily would
provide guidance on research methodology and .onvey the experience of other
LDCE in conducting similar research pcograms. It is understood that some or
all of the American advisers may make periodic visits to Ethiopia rather
than be ntationcd there full time; yet a continuocus HSIU-contractor relation-
ship 18 expected during the life of the project.

UNCLASSIFIED
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6. Discuss the prospective benefits of the project which can be achieved

best by U.S. inputs. Mr. Ernst suggests that the major ones are: (a) Helping
orient economic and technical research toward solving of development problems,
partly by encouraging the Planning Commission and other agencies to submib
specific research proposals to HSIU. (b) Encourage the HSIU Economics
Department and other departments to modify tneir curricula along more practicel
lines, largely by dealing in the clasgroom with current government-identified
development problems, sothat students will acquire ckills and experience useful
in their later jobs. (c) Enlorge the availability of Americans advisers and
Ethiopian researchers through salary supplements. (d) Stimulate integration
of research and adoption of suitable portions of such planning and research
tecuniques as systems analysis, operations research, and PPB (Planning,
Prcgremming and Budgeting).
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ACTION MEMORANDUM

TO: AA/AFR, Dr. Samuel C. Adams, Jr. 10 Nov 19N

THRU:
FROM: AFR/EAF, Jerry KnoLﬁyx"

SUBJECT: Revised PROP on Economic and Financial Planning
663-11-750-116 - Ethiopia

Problem: To review subject PROP and consider approval.

Discussion: The original PROP (tab B) requested obligations through
FY 1973 and a life-of-project cost of $1.5 million. Your Project
Authorization of June 25, 1970 (tab C) approved the time period but
reduced the cumulative funding to $1.1 million to reflect transfer of
the greater part of the contract component to a then new project,
Government Budgetary Practices.

At the time of requesting approval of the original PROP, I indicated in
a memorandum to you (tab D) that Ethiopia will need assistance in
economic and financial planning after FY 1973 but that additional
analysis was needed. As & reflection of this, USAID/Ethiopia prepared
a PROP revision. AID/W did not approve the revision and provided to
the USAID some guidelines for resubmission (AIDTO A-T72 of 5-27-71).

The second version of PROP Revision 1 requested extension of the project
through FY 1979 with a life-of-project cost of $4.2 million. Hcwever we
do not feel that we can support that long an extension or that great an
increase in cost without further details of requirements. We are
satisfied that there is a need for more economists, planners, and
financial experts than Ethiopian and other donors can provide, so we are
recommending at this time approval for continuing the project only
through FY 1974 at a cumulative cost of $1.9 million (tab A). This
permits participant training ut the 15-20 participant level annually and
an increase in OPEX technicians (to 6 from the present 3).

The future participants and OPEX technicians are generally in the same
field as their predecessors, that is, the central economic and firancial
agencies of the IEG -- the Planning Commission complex, the Ministries
of Finance and Commerce, and the IEG develcpment finance and central
banking institutions. 1In the interest of a more specr.fic project scope
and a limiting of project objectives, activities involving peripheral
agencies cuch us the Imperial Highway Authority, are being phased out.
The time period of the project is extended to cover a year (FY 1974)
recently added to the span of Ethiopia's Third Development Plan.



2.

The Economic and Financial Planning project is designed to help remedy
problems in financial resources management, A,I,D,'s area of concentration
in Ethiopia in addition to agriculture and education. We recognize that
regardless of improvements in technical know-how and o” nther moves

toward modernization, a satisfactory rate of development is contingent
upon greater mobilization of capital and the channeling of those funds
into productive activities., Financial and planning institutions in
Ethiopia have luproved appreciably during the past decade, but more
training of the officials in them is vital to develop better data, more
progressive policies, and more efficient allocation of scarce resources,

The FY 1972 CP (tab E) shows plans to extend the Economic and Financial
Planning project through FY 1979 at & total cost of $3.0 million, The
approval requested here is thus within the CP.

The submission as attached was rearranged and edited by the Desk so as
to include the project logical framework and other requirements of
recent M. 0. 1025.1.

We intend to advise the USAID that if it wishes to resubmit a proposal to
extend the project beyond FY 1974 the justification should include (1)
identification of the major economic/financial problems not addressed

by other donors which this project is designed to help solve, (2) a
breakdown by agency and by professional discipline of the participants
and OPEX technicians planned for this project, and (3) consideration of
reducing project costs by arranging for part of the participant training
(all of which is at the graduate level) at HSIU in Ethiopia or elsewhere
in Africa rather than in the U. S. The PROP states that the USAID has
requested pertinent Ethiopian agencies to provide some of this information
by the end of CY 1971. The forthcoming IBRD Ethiopian manpower survey,
the results of which are expected in late CY 1972, will also provide
important data on which to consider an extension beyond FY 1974 and/or
requirements for additional institutional development aid.

An increase in the number of participants to lu for academic year 1971-72
was considered and approved by you on April 7, LY71l to permit 1971

sumer and fall placement while we were reviewing plans for the long-term
future of the project.

A PAR ' .5 received in March 1970. A second one is due by the end of
December 1Y71.

Recommendation: That you sign the attached Project Authorization.
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Figure I
PERT Plan - Major Tasks
Economic and Financial Planning Project

Project Purpose: To expand the capability of financial, economic,
and commercial agencies.
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Responsible Time
Step Activity Description Apent® (¥onths)

1 A-B llonination of rarticipants IEG 1
2 B-C Review of participant ’

applications USAID 2
3 C-D Sclecticn of participants IEG and JSAID 1
4 E-F ADppoint Cri{ techunicians IEG and USAID 1
5 F-G OriX technicicns train in-

service stni'’l IEG 12
6 D-H Oricntation oi particivanis JEG and USAID 4
7 H-I Perticirant training overseas AID/Y 12
8 I-J Returned rarticirants in-

service troining IEG 12
9 G-J 0Pl technnicians train ILG 12

returned parcicipoants

* ILG is Imperial Fthiopian Covermnent

Note: This diapgram chows a Eﬂ -year cycle, which needs to be
repeated severadsouviues to fulfill the project purpose,
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Arnunl fanding requirenents for the project
teblaes,
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