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INTRODUCTION 

This i s  AID'S 1974 Develupment Assistance Program (DAP) for  
Ethiupia. All of the f inal  work on preparing the document was done 
i n  Addis Ababa. However, it is based on f u l l  and detailed consulta- 
t ion between representatives of Washington and the f ie ld  and reflects 
mutual agreement on AID strategy and goals. It has been reviewed i n  
i ts  entirety by the Charge dfAffaires of the U.S. Ehbassy i n  Ethiopia 
who has indicated the assistance strategy and directions therein are 
i n  accord with U.S. policy for  Ethiopia. The program content of the 
RAP has been reviewed by the central ministries of the Ethiopian 
government which have indicated that it is both acceptable and con- 
sistent  with current IEG plans. 

A s  preparation of this DAP was begun, pol i t ica l  unrest broke 
out i n  Ethiupia. The extent of economic and social change that  th i s  
w i l l  lead t.o cannot, of course, be Imown by us now. However, we 
believe the IEG1s  basic development objectives and strategy lines 
r ~ f l e c t e d  i n  the I2AP w i l l  remain valid, and that the DAP will continue 
t o  serve i ts intended purpose of a multi-year framework for  future 
A I D  assistance. In the event the IEG subsequently makes any i m -  
portant ad,justrents i n  its pr ior i t ies  or programs relative t o  the 
broader objectives, we w i l l  submit an amendment t o  the DAP a t  that 
time. A 

john L. Withers 
Director 

April, 1974 
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A. pevelo~men~ Overview 

1. i2SiuUZ - The Ethiopian Context 

a. U&ow and Tradition 

Comprising an area of 1.2 million km.2 on the Horn of 
Africa about the combined s ize  of Texas, New Mexico, and 
Oklahoma, Ethiopia l i e s  just north of the equator and is 
bounded by the Sudan on the m r t h  and west, by Kenya on the 
south, and on the eas t  by Somalia, the Red Sea, and the small 
French Territory of the Mars and Issas. 

Present-day Ethiopia i s  a product of i ts  unique geography 
and history to which it yet remains closely linked. The 
central portion of Ethiopia is  comprised of rugged highland 
plateau, bisected by the Great R i f t  Valley and s e t  apart from 
the surrounding desert-like lowlands by steep slopes and 
escaxpents r is ing up to 3,200 meters i n  alt i tude. They 
served as  a nearly impregnable muntain barr ier  t o  the incur- 
sions of Islam which swept the rest of northeast Africa a f t e r  the 
6th Century, and have continued t o  isolate  the muntain kingdom 
from the t ides of history un t i l  comparatively recent times. 
Ethiopia's geography has worked both to i ts advantage and dis- 
advantage. The tableland i t s e l f  is divided by the cuts of 
innumerable r iver  gorges which act  not only as  barriers t o  
invading armies, but also t o  local  communications. They have 
worked for  centuries to the advantage of isolated lords and 
long hindered the unification of the country. Even today most 
of the peasants l iving on th i s  massive tableland have had l i t t l e  
o r  no cmtac t  with the outside world, often not even with the 
people on the next plateau. 

Historically, perhaps the mst important single sociological 
event occilrred i n  the 4th Century A.D. when the rulers of the 
Kingdom of Axum, and gradually a l l  the peoples of the highlands, 
were converted t o  Christianity. The religion, linked t o  the 
belief i n  the divinely ordained position of the Emperor as the 
direct  dessendant of Soloman and Sheba, gave a common sense of 
purpose t o  the people of Axum and their  descendants -- the 
s t i l l  dominant Amhara-Tigre people -- i n  the face of repeated 
incursions of Muslirrrs from the north and east  and animists from 
the south. As  a resul t ,  by the 10th Century, there had been 
created a Christian island i n  a M u s l i m  sea tha t  has lasted t o  
the present day. 

, In the i r  highland fortress  between the 10th Century A.D.  
and expension of the Empire under Menelik I1 i n  the l a t t e r  19th 



Century, the Christian Amhara-Tigre peoples stood isolated 
from the remainder of the world. They successfully withstood 
f i r s t  the invasions of the surrounding Muslim peoples, then 
internal religious dissention induced by Portuguese Roman 
Catholics, then expansion of the Galla peo2les in to  the high- 
lands from the south, and f ina l ly  European colonial threats. 

The history of external invasions helps explain the 
current diversi-@ of the approximately 26 million people i n  
Ethiopia. The dominant Amhara people constitute aboat 25% 
of the population, and it has been estimated tha t  over half 
the po2ulation speaks the o f f i c i a l  Amharic language. Half are 
Christian, including the closely related Tigre people, rulers  
of the ancient Kingdom of Axum, who constitute another 8% of 
the population. The Galla constitute about 40% of the p q u -  
la t ion  bdt are divided pol i t ica l ly  and religiously! being corn- 
prised of Chris t ian  agricul tural is ts  , Islamic cultivators and 
pastoral nomads. Estimates of the number of M u s l i m s  range 
between 20,% and 40% of the population. The Somalis are the 
la rges t  Muslim group and are pol i t ica l ly  important because of 
the i r  association with the Somali Republic. Also of po l i t i ca l  
importance are groups of Eritreans seeking independence for  
Eritrea.  

A s  a r e su l t  of i t s  long history of warfare an3 isolation, 
Ethiopia today is s t i l l  largely a proud, comernative, se l f -  
proclaimed Christian empire i n  which most pol i t ica l ,  mili tary 
and religious power remains concentrated i n  the person of the 
Emperor. Events of February-March, 1974, may have altered th is  
situation, but it is ye t  too soon to  judge the f u l l  effects  of 
th i s  development. The Amhara-Tigre have traditionally assignsd 
central  importance to  the military organization and tho sozial  
rewards -- land and t i t l e s  of nobili ty -- were awarded i n  regard 
t o  one's place i n  the military hierarchy. A t i t l e  gave one the 
r ight  to  deference from those below him. Land, conquered or  
g'rven as H g i f t  by a regional king or the Emperor has provided 
not only a source of livelihood but also control over thc~se 
who worked the land and an opportuniw to b ~ i l d  a local pDwer 
base. The structure of Arnhara-Tigre communities has thus 
been dominated by personalized patron-client relationships 
between the local  lord, who possessed primsry land r ights ,  and 
h i s  peasants, who possessed secondary land r ights .  Because of 
ths significance of personalized t i e s  and the relat ive autonoqy 
of each isolated rura l  area, a zollection of strong localized 
hierarchies has developed rather than a national class system. 



Although Emperor Menelik 11, i n  the early 19001s, opened 
the f i r s t  government school, b u i l t  the railroad between Addis 
and Dj!.bouti and introduced telephones, a substantive e f fo r t  
toward mdernization d i d  not begin un t i l  a f t e r  World War I1 
under the direction of Emperor Haile Selassie I. Progress 
during the l a s t  three decades has been slow and cautious. 
A numb5r of pol i t ica l  and economic changes have been ins t i -  
tuted an2 a small graup of educated persons has emerged, 
but there has been l i t t l e  apparent change i n  the social order. 

Government modernization began essent ial ly  when the 
original 1931 Constitution was revised i n  1955 t o  provide 
for  a Chamber of Deputies t o  be elected by universal adul t  
suffrage every four years, asd a Senate appointed by the 
Emperor. Further government advance was made i n  1966 when 
the Emperor made a s tep toward decentralization by giving 
greater powers t o  the Council of Ministers, specifically the 
Prime Minister. Legislation may be in i t i a t ed  by the Emperor, 
Ministers or Parliament and m a s t  be approved by both Houses 
and the Ernperor before becoming law. Nevertheless, by law 
and fact ,  ultimate power of decision has t radi t ional ly been 
i n  the hands of the Emperor. Since perhaps 1960, a small 
but growing educated minoriw has begun to  create a pressure 
for  more rapid modernization. The February-March, 1974, 
governmental c r i s i s  may have s e t  i n  t r a i n  a new s e t  of 
pressures for  modernization. 

b. The Natural Resource Base 

Agricultural land is  the countryls principal natural 
resource producing 50% of GDP and most of the country's exports. 
About 65% of the t o t a l  land area is agricultural land, with 
permanent pasture cons ti tuting 56-58% and cultivated land only 
7-9%. 3n the other hand, crops contribute about 70% of t l e  
value of agricultural output, and livestock, another significant 
resource, 25%. Forest land constitutes an additional % of 
to ta l  lend contributing about 5% t o  agricultural GDP. 

Most of the cropland l i e s  i n  the highlands or i n  the lo-N- 
land r iver  valleys. In the western portions of the hig'nland 
plateau &re found the country I s  most productive reddish-brown 
s o i l s  and the most abundant ra infa l l .  In  the central  and north- 
wsst portions, the r a in fa l l  is highly seasonal which has the 
ef fec t  of decreasing the productivity of the so i l s .  The great- 
e s t  underdeveloped agricultural potential  l i e s  somwhat lower 
i n  elevation i n  the southwestern section where the r a in fa l l  is  



abundant and evenly distributed but where malaria and t se tse  
infestat ion have prevented any significant settlemznt. Nearly 
a l l  the p ~ s t u r e  land i s  located i n  the Great R i f t  Valley, th=. 
plains of the northeast, and the vast  lowlands of the south- 
eas t  -here  in general s o i l s  are  poor, r a i n f a l l  i s  small, and 
temperatures are high. 

iiiver water resources are important for  the developmc?nt 
of i r r iga t ion  i n  such areas such as the lower Awash and Omo 
and Takaze r iver  valleys, and for  hydroelectric power as i n  
the case of the dams on the Blue Nile tributary of Finzhaa 
end the upper Awash. 

The extent of the countryts mi~ieral wealth is as ye t  
undetermined, but geological conditions suggest the presence 
of valuable mineral deposits especially i n  the lowlands. 
hninerals known t o  ex i s t  i n  some quantity include potash, 
salt, gold, platinum, i ron ore, copper, manganese, nickel, 
asbestos, and natural gas. U.S. firms are now engaged i n  
pe t ro lem and natural gas exploration, and the Japanese have 
begun copper exploitation i n  Eritrea.  

c. Level of Develo~ment 

Ethicpia is  one of the l e a s t  developed countries i n  tine 
world. Within the group of the 25 l e a s t  developed, Ethiopia 
has by f a r  the la rges t  p~pula t ion ,  numbered a t  about 26 million 
i n  1972, with a net population growth r a t e  of about 2.4% p l r  
mum. About of the people derive t h e i r  livelihood from 
agriculture. Some 85% of the population are peasant farmers 
l iving a t  the subsistence level;  1% are engaged i n  o t h e ~  
traditiojlal ac t iv i t ies ;  and 5% are in  the modern sector. The 
urban population is growing a t  about 6.5% per annum and is  con- 
centrated, along with most of the industr ial  capital ,  i n  the 
two rapidly growing urban zones around Addis Ababa and Asmara. 

Only about 10% of the population has access to health 
services, and only about 3% to clean drinking water. Among 
the 25 l e a s t  developed, Ethiopia ranlts among the lowest i n  

ant r a t e  l i te racy  ra t e  (about 7$), primwy school enrollm, 
(about 15%), number of inhabitants per physician (about 7 0 , W ) ,  
GNP per capita, (~S$88 - urban about $383 and rura l  about $58), 
o f f i c i a l  aid receipts per capita (about US $2). The l i f e  
expectancy of about 40 years is near the median of the l e a s t  
developed. 



The econorqy i s  heavily influenced by external fluctuations 
i n  export prices, primarily coffee, and by domestic agricul- 
tura l  prtce fluctuations caused largely by weather conditions. 
The cciuntry r e l i e s  heavily on foreign aid t o  finance important 
parts  of i ts development programs, and private foreign i w e s t -  
ment plays a key role i n  modern industry, mineral exploration, 
and commercial agriculture . 

On the other hand, Ethiopia has about 7 acres of agri- 
cul tural  land per capita, equal to the Africa average which 
is high worldwide; properly farmed the f e r t i l e  highlands are 
capable of producing m a q  times the current output levels. 
During the 1960's Ethiopia achieved one of the highest GDP 
growth rates  of the 25 l e a s t  developed. Thus, although 
Ethiopia i s  a t  the bottom of the development scale, there i s  
a basis for  an expectation of further economic development. 

2. Principe.1 hon-Economic Factors Affect im Ethiopian Developm2nt 

Because Ethiopia has only i n  the mid-20th Century begun to  emerge 
from a long period of isolat ion and stagnation, i t s  development i s  s t i l l  
strongly in f luaced  by factors such as geography and i ts  cultural,  
social and po l i t i ca l  traditions and inst i tut ions.  The following d i s -  
cusses some of the most important aspects of these non-economic 
influences on d2velopment. 

a. Environmental and G e o ~ r a ~ h i c  

The different  s o i l  mixtures and c l i m t e s  of Ethiopia have 
create? a multip1ici.b. of ecological zones which place great 
demands on agricultural research and extension. For example, 
grains such as wheat, teff  and barley grow in  the cool high- 
land zone. In  th-e temperate highland zone, which i s  lower i n  
elevatiori, are found corn, sorghum and millet ,  as well as the 
grains. Coffee and ensete do well i n  the southern portic2 21 
the temperate highland zone where the r a i n f a l l  is  greater. 
Cultivation i n  the hot lowlands i s  severely limited t a  tropical 
and semi-tropical produze grown i n  r iver  valleys or with i r r iga-  
tion. In the northern highlands population pressure and poor 
cropping and grazing practices, coupled with stoqy so i l s ,  have 
led to  serious erosion. These conditions have recently been 
exacerbc~ted by a drought which has created a famine s i tuat ion 
i n  Wollo and southern Tigre provinces. Drought has also been 
severe i n  southern Ethiopia. The problem requires na t  only 
irmnediate r e l i e f  measures but also long term improvement of 
agricultural grac t ices  . 



As has already been mentioned, the topography of the 
corntry is  very rugged and there a re  resu l tan t  high costs  for  
transportation and comunication. A i r  t r a n s p ~ r t a t i o n  is 
v i r tua l ly  the only means of t ravel  t o  and from foreign 
countries, and i t  s t i l l  plays an important role  i n  domestic 
transportation. The presently expanding system of trunk 
roads is providing iq roved  regional l inks,  however, loca l  
transportation is s t i l l  done largely on foot v i a  t r a i l s  a ~ d  
tracks and inaccessibi l i ty  remains an important constraint  
t o  the exploitation of mch of the potent ia l ly  productive 
agricul tural  land not now i n  use 

b. C u l w a l  and Social  

Some t rad i t iona l  cu l tura l  t r a i t s  widespread i n  Ethiopian 
leadership tend t o  a f f ec t  the pace of development. The high- 
land social  and p o l i t i c a l  s t ructure  i s  very hierarchical wi'th 
the h p e r o r  a t  the top, and i s  characterized by patron-client 
relatioriships. This t rad i t iona l  system of patronage which 
grants +he social  rewards of t i t l e s ,  land and jobs i n  re turn 
for allegiance to  the patron rather  than for  productive work 
has tended to d iver t  a t tent ion from national development. 

Tnere a re  a l so  several  other consequences. F i r s t ,  the 
time between program ident i f ica t ion  and implementation i s  
lengthened by the process tha t  requires approval and authority 
to  be obtained f i r s t  from the top with direct ives  passed dgwn 
through the hierarchy s tep  by s tep  t o  the point of f i n a l  action. 
This r e su l t s  i n  delay and i n e r t i a  throughout the system. Second, 
the re la t ive ly  insecure secondary land r igh t s  of the vast  
majoriw of peasants tend to discourage long-term investments 
i n  agriculture by farmers. Finslly,  those on top of the tradi-  
t iona l  hierarchy, the locdl e l i t e s ,  possess power and wealth on 
the basts of the i r  primary land r ights  and hence tend t o  be 
conservat5ve and r e s i s t an t  t o  social  change, especially t o  
agrarim reform. 

The Ethiopian Orthodox Church is  the o f f i c i a l  s ta te -  
supported church and, h i s tor ica l ly ,  has always had a strong 
unifyirg and conservative influence on highland society. 
Although the Church once held r igh t s  t o  revenue from land 
estimated a t  between 25$ and 4% of a l l  land, it now holds 
r igh t s  to only a very small portion of t h i s  land, much of i t  
belonging to  self-supporting monastaries. Tine present income 
of the Church is mainly from rents  on i ts  various holdings. 



While there is a significant l iberalizing element i n  the 
Church, i ts  conservativism continues to  dominate, and since 
most Ethio ians appear strongly religious (both Christian 
and Moslem 7 religious dietary prohibitions are extremely 
i n f h e n t i a l .  For example, more than 130 days each year are 
fasting days for  devout Coptic adults -- contributing t o  
poor nutrition. 

The military has traditionally held a prominent place 
i n  Amhara-Tigre socie$y. The present military' organization, 
however, is  based on modern concepts and is  not a traditional 
inst i tut ion.  P e r s o ~ e l  recruitment depends largely on volun- 
tary enlistments which have been rather easily maintained a t  
desired levels through provision of a higher than average 
standud of living, coupled with the continuing belief that  
military achievement i s  a way t o  higher social advantage. 
As an important element i n  the existing power base, the 
armed forces traditionally have not been a leading pol i t ica l  
influence. However, the coup attempt of 1960 and the recent 
military protests indicate tha t  the military may be seeking 
a m r e  active role. 

One measure of the slow social  change now occurring is  
the eowth of the new but small group of western-educated, 
urban based e l i t e .  This group tends t o  place value on 
modern qualifications of competence and on more rapid develop- 
ment of the country. It tends to  c r i t i c i ze  the traditional 
conservatism of the Church and landed nobility. The new 
group measures wealth i n  terms of money rather than the tradi- 
tionaJ. neasures of land and ca t t le .  Finally, the pol i t ica l  
power of th i s  group is being increasingly derived from the 
new c i v i l  and administrative positions granted by the Enperor 
on the basis of modern qualifications rather than traditional 
patronage. 

c. a v e r m e n t  Institutions and Decision-Makine: Processes 

The t radi  t ional government was the Emp~ror s cow t, and 
the loyal opposition of the nobles was based as much on their  
personal po l i t i ca l  and military power as on their hereditary 
landholdings. Such powerful men naw si t  on the Crown Council, 
and their  informal, personal influence i s  s t i l l  strong. Parallel- 
ing th is  traditional ins t i tu t ion  is the modern central govern- 
ment managed largely by persons loyal t o  the Emperor and based 
on the Constitution which the Emperor f i r s t  handed down i n  1931 
and substantially revised i n  1955 t o  create a Chamber of Deputies 
elected by popular vote. 



The modern government, however, has continued the 
t radi t ional  concentration of authoriw i n  the Emperor, resul t -  
ing i n  a decision-making bottleneck a t  the top. The most 
recent ins t i tu t ional  reforms i n  th i s  respect occurred i n  1966 
when the Emperor expl ici t ly  defined the powers of the central  
government ministries and delegated some power to  the Council 
of Ministers headed by the Prime Minister, and i n  1973 with 
the 5eginnings of a decentralized local administration program. 

A s  a consequence of the recent po l i t i ca l  unrest and dis -  
sat isfact ion with the Council of Ministers then i n  power, the 
Ehperor has now authorized a constitutional commission to  
propose major revisions including among other things, making 
the Prime MLnister responsible to  Parliament. Parliament may 
gain power as a resul t ,  but since Parliament is now grounded 
i n  th? landed aristocracy it i s  d i f f i c u l t  t o  predict the 
impact cf t h i s  on the po l i t i ca l  w i l l  to modernize. It is 
reasonably clear however, tha t  the military, a f t e r  being 
suppress~d during the past 5 years by the previous Council, 
w i l l  assume an increased degree of po l i t i ca l  ascendency 
vis-a-vis other elements i n  the sociew, i n  terms of articu- 
la t ing  military interests  within the po l i t i ca l  arena. A 
significant increase i n  the defense budget might well occur. 
How these changes w i l l  collectively affect  the pace toward 
modernization is d i f f i c u l t  to foresee. 

As a consequence of its long history of w a r  and isolation, 
an overriding concern of the government i s  national securi-b.. 

The tenuous relationship with the Somali Republic continues 
t o  be strained owing to  border disputes which are of greater 
significance now because of natural gas discoveries and pos- 
s ib le  o i l  reserves i n  the disputed terr i tory.  There is  also 
a long-standing tension between the two countries because of 
the Somali Republic I s  t e r r i t o r i a l  claims to  the French te r r i tory  
of Afars and Issas (FTAI) with i ts important port of Djibouti, 
a major out le t  for  Ethiopian trade, which is linked t a  Addis 
Ababa by the Franco-Ethiopian Railway. This tension exis t s  
even though i n  March 1967 the FTAI decided by referendum t o  
continue i t s  present s tatus  as  a depandent te r r i tory  of France. 

The recent Arab-Israeli confl ict  created strained relat ions 
between Ethiopia and both combatants as the IEG maintained a 
neutral position un t i l  1973 when it broke off diplomatic 



relations with Israel. Friction between the Arabs and Ethiopia 
has been his tor ical ,  and Arab support of the Eritrean Xberation 
Front has been a major problem during the past decade. 

A s  a resul t  of the recent Somali confrontation, the Arab 
support t o  Eritrean insurgents, the present po l i t i ca l  unrest 
and the obsolescence of IEE mil i tary equipment, Ethiopia now 
appears anbarked over the next several years on a defense 
improvement program which might be financed a t  some expense t o  
further rapid expansion of the government s various develop- 
ment progrrar.ls. Because the new government i s  s t i l l  i n  the 
process of formulating policies, which even then w i l l  be 
untested i n  the  new po l i t i ca l  climate, it is too soon t o  predict 
what *act the expanded defense prcgram w i l l  have on develop- 
ment. Whatever the resul t ,  it w i l l  be closely monitored by AID. 

Within the diversified range of international a f f i l ia t ions  
created 3y the Emperor, Ethiopia has a very warm relationship 
with the U.S. However, the focus of Ethiopia's foreign policy 
is on Africa and the government has become increasingly active 
i n  recent years i n  African af fa i rs .  The headquarters of the 
UN Econcmic C o d s s i o n  f o r  Africa and the Organization of African 
Unity are located i n  Addis Ababa i n  buildings donated by the 
Ethiopian government. The Charter of the Organization of 
African Unity was signed i n  Addis Ababa i n  1963 largely as a 
resul t  of Ethiopian efforts,  and h p e r o r  Haile Selassie has 
earned a place as one of the foremost leaders i n  the cause of 
African unity. On the other s ide of the coin, Ethiopia has 
become increasingly influenced by the r e s t  of m i c a ,  a group 
t o  which it has not h is tor ica l ly  been strongly attached. This 
influence is l ike ly  t o  grow stronger i n  the immediate years 
ahead. 

3. Economic Ikvel-t Since 196Q 

a. Growth Trendsu 

The Ethiopian economy has grown rather slowly during the 
1960's m d  early 1970's. According t o  figures recently 
released by the IEG, the average annual growth ra t e  ( ~ r o s s  
h e s t i c  Product a t  constant factor  pr ices)  during the period 
1960/61 t o  1972/73 was 4.4% (with a sectoral  breakdown of 
agriculture: 2.3%; other commodities: 7.2% ; trade and trans- 
portation: 8.8%; and services: 6.6%), although the growth ra t e  
during the second half of the period (3.9%) was s ignif icant ly 
lower t h m  the growth r a t e  during the f i r s t  half (4.8%). 
Given the estimated average annual population growth ra t e  fo r  
the  period of about 2.@, per capita, GDP grew a t  about 2.4% 

J./ This section dre.ws heavily upon the IBRD1s most recent economic report on 
Ethiopia (IBRD, "Recent Economic Performance and Future Prospects i n  
Ethiopia, June 16, 1973 ) . 



per annum. A t  current prices, GDP i n  1972/73 was Eth. $4.8 
b i l l ion  (US $2.3 b i l l ion) ,  and per capita GDP was Eth. $180 
(US $88). The econoqy underwent a gradual s t ructural  change 
as non-mone tary GDP dropped from 55% of t o t a l  GDP i n  1960/61 
to hbcut $40 i n  1973/74, and agriculture 's share of GDP 
declined from 68% t o  50%, ref lect ing a low ra te  of growth of 
agricultural output averaging 2.3% per annum. The population 
growth ra t e  has accelerated gradually to  an estimated 2.4% 
per annum so tha t  by the early 1970's agricultural production 
was not keeping up with population increases, and per capita 
GDP growth was l e s s  than 2.0% per annum. 

The main factors underlying Ethiopia's sluggish growth 
performance have been slow export growth, a lo-N ra te  of invest- 
ment due part ly  t o  inadequate domestic resource mobilization, 
p ~ b l i c  and private, and insufficient capacity t o  prepare and 
execute development programs and projects. While IEG e f for t s  
have resulted i n  improvements i n  a l l  of these areas, particularly 
recently, these ef for t s  have not been adequate to  increase the 
r a t e  of growth to a more acceptable level. 

The period of high growth i n  the early 19601s, followed 
by lower growth during the l a t e  1960's and early 1970 I s ,  

r e f lec  ts the behavior of export receipts. Export receipts 
here I n  turn have been dominated by coffee export earnings, 
which account for  50-60% of Ethiopia's exports. In the f i r s t  
half of the 1960's (1961-1965), t o t a l  export receipts increased 
a t  over 9% per year as a r e su l t  of r i s ing  coffee exports. 
Coffee prices f e l l  i n  1966, and the value of coffee exports 
was s t i l l  below the 1965 level  i n  197l. Non-coffee exports 
increased only slowly i n  the second half of the 19601s, thanks 
par t ly  to  the closure of the Suez Canal i n  1967, but also t o  
the absence of a vigorolls export diversification program, with 
the r e su l t  t h a t  overall exports grew a t  a r a t e  of 2% per year 
from 1965 t o  197l. 

In 1972 exports increased by 22% due to  high prices for  
all major exports, particularly oilseeds and livestock products. 
(See table on Page 11) Ethiopia continued to  benefit fron 
strong world comodi$y demand i n  1973. Although the 1973 trade 
figures are not available, foreign exchange reserves rose from 
$100 a t  the end of 1972 to  over $200 million (equivdent to 
about 12  months' imports) a t  the end of 1973. Higher o i l  
prices may res t ra in  exchange growth even though export prices 
are  expected t o  remain firm through the remainder of 1974. 
Since crude petroleum and petroleum products account for  



roughly 10% of imports, or about US $20 million, recent o i l  
price increases w i l l  add US $35 million t o  Ethiopia's import 
b i l l  i n  1974. 

E t h i o ~ i a ' s  F o r e i ~ n  Trade. 1961-197 
(Millions of Ethiopian Dollars) 

Non-Cof f ee Emor ts - 95 102 125 139 201 
Pulses 18 14 16 22 26 
Oilseeds 15 2 5 32 38 5 5 
Livestock Products 26 34 3 4 38 70 
Other 36 29 43 41 50 

Total Emorts 

Imor  ts 236 376 429 470 436 

Cef i c i  t -- 
In  sp i te  of the low growth of exports u n t i l  recently 

Ethiopia's balance of payments since 1963 has been i n  de f i c i t  
only i n  1966 and 1967, and 1970 and 1 9 n .  This is largely a 
r e su l t  of conservative monetary and f i s c a l  policies which, 
among gther reasons, have tended to hold down demand for  imports. 
The conservative policies of the National Bank of Ethiopia (NBE) 
were also evident i n  Ethiopia's decision not to  follow t e US 
dollar  devaluations of December 1 9 n  and February 1973. 23 The 
NBE has $referred to  par t ia l ly  shield the domestic price level  
from higher import costs i n  order to  maintain confidence i n  
the Ethiopian dollar which was established only i n  1945 a f t e r  
fai lures  la t ing  back t o  1894 t o  supplant the Austrian Maria 
Theresa thaler with a national currency. 

Etk,iopiats low growth ra t e  is also related to  a relat ively 
low ra te  of savings and investmnt during the 1960's and early 
1970's. Total fixed investment as a percentage of GDP has 
fluctuated i n  the 12-145 range since 1969 with no clear trend. 
Monetaw fixed investment as a percentage of monetary GDP has 

m a b l e s  s tated i n  Ethiopian dollars to   void dis tor t ion due to  changes i n  
US dollar-Ethiopian dollar exchange rate .  

d ~ h e  exchange r a t e  was Eth. $2.50=US$1.00 u n t i l  December 1970; Eth.$2.30= 
US$1. 00 u n t i l  February 1973; and E th .  $2.07=US$l. 00 subsequently. 



ranged from 16 to  21 percent. The overall  savings r a t e  has 
been i n  the 10-12% range, and the monetary savings r a t e  has 
been 13 to 1%. With respect to  the private sector, the low 
r a t e  of investment and savings ref lec ts  limited investment 
opportunities i n  the small, slowly-growing Ethiopian market, 
the low ra te  of monetization of the econoqy, and low incomes. 

Although overall savings is  low, the banking system has 
grown rapidly since 1964. For example, the number pf con- 
mercisl bank branches increased from 23 to  109 by 1972, and 
private teposits increased from Eth. $156 million to  $414 
million by the end of 1972 for  an average annual growth ra t e  
of 13%. For comparison, gross domestic savings only grew a t  
about 5% per annum during 1964-72. Despite th is  rapid growth, 
the banking system has not ye t  reached the bulk of the rura l  
populstion. Although the banking habit  has increased as 
indicated by the decline i n  the r a t i o  of currency t o  to t a l  
money supply, the r a t i o  is s t i l l  one of the highest i n  the 
world. The low savings ra tes  may be due to some extent to 
the low in teres t  r a t e  stru2ture, although the I E G  has held that  
furthey expansion of branch banking w i l l  have a greater effect  
on savings than an increase i n  in t e res t  rates .  

IEG capi tal  expenditures account for  about one-fourth of 
t o t a l  investmlnt. While capi tal  expenditures have t r ipled 
since the early 1960ts, they have generally been well below 
f ive  year plan targets.  Capital expenditures are financed 
primarLly by current budget savings ( the difference between 
current revenue and current expenditures) and external assistance 
(with -Lhe exception of the llrecession years" of 1967/68 and 
1968/69, when both the current budget surplus and foreign borrow- 
ing dro~ped and the IEG had to r e s o ~ t  to  heavy domestic borrowing). 

IEG C a ~ i t a l  Emenditures and Their Financiw. FY 1964-1974 
 i ill ions of Ethiopian Dollars) 

1 6  1972 1973 1 9 7 4 ~  
Current Revenue 273 466 495 557 610 
Current Eqendi tures 235 406 434 477 536 
Current Budget Savings 38 60 60 80 74 
Capital Expenditures 

Deficit 
Financing: 
Net Foreign Borrowing 18 40 4 , 40 105 
Other bmestic Sources 5 11 22 10 25 

;L/ Preliminary budget to  be revised a f t e r  po l i t i ca l  developments of 
February-March, 1974. 



Although revenues have increased more rapidly than GDP 
growth, the increase has only been from about 1% of GDP i n  
the early 1960's t o  12% a t  present, representing a relat ively 
poor tex effort .  Although 1% performance has been good with 
respect. t o  direct taxes (one of the few Third Five-Year Plan 
objectives reached was the 125% annual increase in direct  taxes),  
the big h i l u r e  i n  taxation has been the  large share and low 
growth of indirect taxes, much of which are derived from the 
uncontroilable and er ra t ic  foreign sector and which have been 
reduced because of the establishment of import substitution 
industries. In sp i t e  of this, the IEG has been able t o  
double current budget savings since the early 1960's through 
increasing revenues and holding down the growth of current 
expenditures. However, capi ta l  expenditures have tr ipled 
with the resul t  tha t  the percentage of the capi ta l  budget 
financed by current budget savings has f a l l en  from 6C$ t o  
about 4r$ i n  the past decade. Unless offset  by vigorous tax  
measures, mil i tary and other current expenditure increases 
w i l l  reduce this percentage further i p  f i s c a l  years 1974 and 
1975, forcing the IE  t o  resort  more heavily t o  domestic 
borrowing t o  finance the capi ta l  budget. 

, The other important constraint on the growth of the IEG 
' cap i t a l  budget has been inadequate absorptive capacity, 
specifioally an insuff icient ly rapid expansion i n  the IEGts 
project preparation and implementation capabili t ies.  Never- 
theless, i n  the l a s t  decade the IEG made significant progress 
i n  this respect through strengthening the pl- and project 
monitoring s t a f f s  of the Ministry of Planning and Ministry of 
Mnance, establishing planning and programing units i n  major 
ministries and agencies, continuing t o  expand the University 
and specialized training schools, re-organizing the K n i s t r y  of 
Agriculture, and establishing the Ministry of Land Reform and 
Adrrdnistratian, the Ins t i tu te  of Agricultural Research, the 
Livestock and Meat Board and the Agricultural and Industrial  
Development Bank. 

b. -es Proftress durirx the Previous Three Develowment 
Plannllvr- 

E t h i ~ ? i a  has so f a r  produced three five-yew development 
plans. The f i r s t  five-year development plan covered the period 
FY 1957-1961 but was l a t e r  extended t o  include FY 1962. This 
plan gave high p r io r i ty  t o  the development of infrastructure 
and education. The t o t a l  investment target  was over-fulfilled, 
due almost d i r e l y  t o  over-fulfillment of the infrastructure 



investnent targets.  The investment targets for  tho production 
sectors such as agriculture, mining and manufacturing were not 
met, however, and GDP growth during the plan averaged 3.2% per 
year as compared to  the target of 3.7%. 

The second five-year plan covered the period 1963-67 and 
was extended t o  cover the f i r s t  half of 1963. It put great2r 
emphasis on investment i n  d i rec t ly  productive sectors (manu- 
facturing, mining, power development, e tc  . ) aqd l e s s  on infra- 
structurz.  The t o t a l  investment target  was fu l f i l l ed  and the 
annual growth r a t e  was 4.6$, close to  the targeted 4.7%. How- 
ever, investment i n  agriculture and soc ia l  services were l e s s  
than half of the plan targets,  whereas the investments i n  
housing, industry, power and transportation exceeded the i r  
respective targets . 

The third five-year development plan (TFYP) was formulated 
t o  cover the period FY 1968-1973 and was l a t e r  extended to  
cover FY 1974. The TFYP had 4 major goals: a GDP growth r a t e  
of 6% yer year ( a t  constant prices);  per capita incomz growth 
of over 3% annually; the building of a stronger foundation for  
development through increased education, increased howledge 
of the national resources, and improved government adminis- 
t ra t ion;  and, gradual improvement i n  incom2 dis tr ibut ion among 
the population and the regions. Although there was reasonably 
good progress i n  the f i e lds  of education and government adminis- 
t ra t ion,  i t  is doubtful whether there has been any signif icant  
impro-rement i n  personal or  regional income distribution. As 
noted abcve, the overall  growth r a t e  during the TFYP has been 
slight13 below 4%, and per capita GDP has grown a t  s l ight ly  
over i .5% per annum. Performance was adversely affected by 
several exogenous factors,  par t icular ly the closure of the 
Suez Canal in June 1967, the fa i lure  of large-scale potash 
exploitation t o  materialize due to  low world market prices, 
and too low coffee prices. 

Estiinated actual investment during the f i r s t  f ive years of 
the TFYP period was about 60 percent of planned investmat ,  
although th i s  r a t i o  fo r  the extended period thrcugh mFd-1974 
should reach about 80%. W i t h  respect t o  individual sectors,  
estimated investment for  the extended plan period should sub- 

. s t an t i a l ly  exceed targets i n  agriculture and mining, roughly 
meet targets i n  education, transport and commications,  and 
tourism, and f a l l  short  i n  manufacturing and health. 



The TFYP period was particularly notable for  the imple- 
mentation of package agricultural development project:: for 
small farmers with the assistance of Sweden (CAW - Chilalo 
Agricultural Development Unit) and the World Bank (WADU - 
Wolemo Agricultural Development Unit). These projects 
demnstrated the responsiveness of small farmers to the 
seed-ferti l izer package and provided the basis for  the design 
and in i t i a t ion  i n  1972 of the Minimum Package Program (MPP). 
This grogram w i l l  embody the main thrust of the IEG Is ef for ts  
t o  a s s i s t  the small farmer throughout the remainder of the 
centusy . 

4. IEG Develo~ment Pollcs - The 4th Five-Year Plan !Fl?YP) 

a. Main Features of the FFYP 

The IEG Fourth Five Year Plan (FFYP) was originally 
scheduled t o  cover the period July 1974 t o  July 1979 and t o  
be published i n  June 1974; th i s  w i l l  now be changed someivhat 
because of the po l i t i ca l  events of February-March, 1974. 
While the major l ines  of the FFYP are now under review by 
the new government, the IEG did provide a general statement 
of i ts planning goa t o  the Ethiopian Consultative Group S" (CG) i n  July 1973. The overall  plan objective stated a t  

0reas4 that  time was to  achieve a perceptible and steady inu 
i n  the well being of the people through rapid oatpat groxth 
(llattainment of the fas tes t  possible r a t e  of overall growth 
of the ecanoqy, consistent with ef f ic ient  u t i l iza t ion  of the 
Natio,lls human and natural resourcesf1) and improved equity 
 ensuring that  the benefits of social and economic develop- 
ment are even more equitably distributed among the p ~ p ' i l a t i o n ~ ~ .  ) 

Regarding the output goal, the target  GDP growth ra te  for  
the FFYP period is 6.0% per mum, msde up of a growth ra te  for  
agricu?.tural output (which w i l l  account for 50% of GDP i n  1974 
and is expected to decline to  43.5% for  GDP by 1979) o 3.1% 
and a gonth  r a t e  for  non-agricultural output of 8.5g.Q To 
support these growth rates,  the IEG estimstes that  exports 
w i l l  have to  grow a t  8.5% per mum during the FFYP period 
(or twide the growth ra te  of the p~~evious decade), and domestic 
savings (private and public) a t  9.2% per annum. 

4l 
IEG, IIA General Framework for  the Fourth Five Year Development Plan 
(1974/75 - 1978/79), JUKE 1973. 

Z/The target growth ra tes  as stated i n  the IEG "General Fr 
6.0-6.5%, 3.3% and 8.8%, respectively; these hsve been 
ward s l ight ly  based on subsequent, analyses. 



The IEG has not presented qumtified targets for the 
equ3.Q goal. The "General Frameworkf1 however, specifies the 
most important subsidiary goals as I1(i) creation of greater 
employment opportunities; ( i i  ) inst i tut ing reform i n  the 
land knure system such that tenants get a f a i r  share of the 
benefits of agricultural development; and ( i i i  ) i n  general, 
re-orienting development toward rural  areas so that the 
majoriw of the Ethiopian people w i l l  begin to participate 
i n  overall development, and thereby also enhance their share 
i n  the f sui.t;s of development. 

The major elements of the IEE strategy for achieving 
the o u i ~ u t  growth goals are stepped-up domestic resource 
mbilieation, particularly through increased tax revenues, 
expansion of the IEG1s capacity to identify, prepare b d  
implement projects, expansion and intensificdtion of the 
Mininun Package Program for smaJ.1 f amers, support for set+,le- 
ment schemes and commercial agriculture, and more vigorous 
export promotion. The major elements of the IEG strategy 
related to the equity goals are promotion of low-cost set t le-  
ment, changes i n  monetary and f iscal  policies to correct 
factor-price distortions and encaurage labor-intensive 
techn;_qrles, land tenure improvement, and greater emphasis 
on rural areas i n  the f ields of education, health, roads, 
water supply, etc. The framework for rural developrent 
efforts would be provided by the llama jafl (sub-province) 
self-administration program which would encourage broader 
participation i n  development through decentralizing a del i  inted 
amount of government decision-making to  the awraja level. 3' 
b. p m a m  Donor Assessments of the FFYP 

Tile !General Framework1' presented to the CG represents 
a signj.ficant sh i f t  i n  IEG policy toward greater concern w i t h  
employment generation and improved income distribution based 
on rural development and export-led growth i n  contrast to  
comntercial agriculture and impor t-subs titution. The donor 
reaction to this policy sh i f t  has been highly favorable, a l t h ~ g h  
the degree of actual IEG connnitment is,of course, d i f f icul t  to  
judge i n  tkie absence of the f inal  F'F'YP documents. The prelim- 
inary donor assessment, as reflected i n  comments a t  the CG 
meeting, was that the emphasis on investments i n  agriculture, 
education and export growth was appropriate and sound, but 
that the Plan's output and equity goals are very ambitious, 

See the monograph prepared by AID consultant , Cohen, John M., I f  Local 
Government Reform i n  Ethiopiaff, U,S,A,I,D,, Washington, D,C,, 1974, 
for a complete analysis of this  program. 



(e.g., the growth target for agriculture represents a t  l eas t  
a 4 s  -improvement i n  the 2 . 8  growth r a t e  achieved over the 
past decade), and that  their  achievement will require a strong 
IEG oomitment to the FFYP goals and strategies and adequate 
technical and financial assistance inputs from aid donors. 

There are of course differences among the IEG and donors 
on sank matters. W i t h  respect to the output goals, the 
donors stressed the need for new and increased taxes and 
higher in teres t  rates  for  the suff icient  mobilization of 
ih+&rnal resources, improved coordination of f i sca l  and 
monetary policies including the expanded use of do~nestic 
de f ic i t  financing, bet ter  foreign assistance coordination, 
subs+mtial increases i n  trained manpower a t  911 levels, 
the use of a flexible exchange ra te  policy or a cambination 
of expart subsidies and import charges as a means of spurring 
export growth, a larger role for  small-scale industry, 
inclusion of a population program, and improved IEG capacity 
t o  identify, prepare and implement projects. 

W i t h  respect to the equity goals, donors emphasized 
the iqor tance  of early action on tenancy reform, that 
assistance be directed primarily to  s m a l l  farmers, and that  
the F'F'YP should give even greater emphasis to a labor- 
intensive approach t o  development due to the relat ive scarcity 
of capital  and abundance of labor. 

Although there have been these differences between the 
IEG and major donors, they are primarily differences of 
emphasis within the framework of a general consensus on the 
d i rec t im,  goals and major strategies of the FFYP. Further- 
more, these differences could narrow su5stantially under the 
new government. 

c . JlVP Assistance Reauirements and Pros~ec t s  

The "General Framework" projects required gross foreign 
loan disbursements increasing from about US $70 ni l l ion  t o  
US $125 million over the FFYP period and total l ing about , 
US $500 million gross, or about US $425 million net of repay- 
ments. Tne IEG hopes t o  secure such loans on the most con- 
cessioml terms possible. 

The prospects for foreign assistance of the required 
magnitude appear good. In i t s  June 1973 report, the World Bank 



projected, presumably on the basis of discussions with the 
major donors, gross public loan disbursements to increase 
from about US $50 million i n  1972 t o  about $70 million by 
1976. The Bank i t s e l f  thinks an increase is possible i n  its 
loan commitments t o  Ethiopia from the present level  of 
US $50 million per year t o  $75 or conceivably $100 million 
per year by 1979, provided that  the IEG can develop a suf- 
f ic idnt  number of acceptable projects. In any case, disburse- 
menb levels w i l l  undoubtedly lag  somewhat behind the commitment 
levels.  

A t  and following the second CG meeting i n  July 1973, most 
of the other major donors including the US, the Federal Republic 
of Germany (FRG), Japan, Italy,  UNDP, the United Kingdom and 
France indicated that  they are prepared t o  increase assis tmce 
as available IEG projects allow. I taly,  currently providing 
about $4 million i n  grant assistance annually, mostly to 
educa.tion, announced a t  the CG meeting tha t  a combination 
financial and supplies credi t  of about $50 million would be 
provided over the FFYP period. The FRG, currently the third 
largest  donor a f t e r  the IBRD and the US, provides about $31 
million i n  active loan and grant assistance, mostly i n  roads 
and +a a lesser  extent to water supplies for provincial towns, 
financial agencies, education and police. FRG capital  assis- 
tance is untied, carr ies  IDA terms, and i n  the future w i l l  
cover a considerable share of local  costs. The fourth largest  
donor, Sweden, expects t o  increase i t s  annual grant assistance 
during the next two years from about $7 million t o  $10 million. 
Since, however, two active Swedish loans are expected t o  end 
during this period, the level  of resource transfer w i l l  not 
increase as much. The grant assistance i s  untied and finances 
substantial amounts of local costs. The Swedish program is 
concentrated i n  education and rural development, and to a 
lesser  extent i n  health. 

The United Kingdom recently increased i t s  assistance and 
became the f i f t h  largest  donor when it approved a new $12 million 
credi t  with terms yielding an 56 percent grant element, equal 
t o  tha t  of IDA terms. The previous $7 million level  of UK g r m t  
and loan assistance was ut i l ized primarily for agricultural and 
transportation f a c i l i t y  equipment. 

Japan, the sixth largest  donor, has provided two new loans 
total l ing $12 million for  agricultural-industrial c redi t  and 
airports.  The seventh largest  donor is Czechoslovakia, the 
sole public contributor t o  industry, with $12 ]nillion i n  active 
loans. Future Czech assistance plans are not known. 



The UN group, which ranks eighth, provides about $5 million 
annually i n  grant assistance. The UNDP which accounts for  about 
8C$ of the group's assistance, is  planning to increase its level  
from $4 million to $7 million by around 1976. France provides 
annually about $3 million of grant assistance, mostly i n  education. 

Aboat $90 million out of a t o t a l  c redi t  of $110 inillion 
provided by the USSR i n  1959 is s t i l l  uncomitted. In recent 
years, drawdowns from the credi t  have declined to only small 
amounts for  technical assistance to  the Assab refinery. 
Similarly, disbursements from the outs tanding $3 million unc om- 
mitted Y~lgoslav government c redi t  have ceased since FY 1972, 
but representatives a t  the CG stated tha t  the government hopes 
to provide important technical assistance i n  the future. The 
PRC in i t ia ted  assistance t o  Ethiopia i n  197l with an $89 million 
credi t ,  a portion of which has been tentatively allocated for  
roads md r u r a l  water. Despite some prospective acceleration 
i n  use of the USSR credi t ,  it is expected tha t  the PRC credi t  
w i l l  he drawn down more rapidly of the two. 

5. FFYP Targets and Pros~ec  ts 

a. FFYP Targets and Their ImDlicationq 

~ls noted above, the FFYP goals are an accelerated ra t e  of 
output g r ~ w t h  (6.M per annum as compared with 4.0% during the 
TFYP period) coupled with more equitable dis tr ibut ion of the 
benefits of growth. Given Ethiopia's estimated population 
growth r a t e  of 2.4% per annum, the FFYP target  growth ra t e  
implies a growth r a t e  i n  per capita GDP of 3.6% per annum as 
compared with a growth ra t e  of 2.4% over the l a s t  decade. I f  
achieved, this would permit an increase i n  the per capita GDP 
of almost 20% from Eth .  $185 (US $90) to Eth. $221 (US $104) 
over the FFYP period. This would be more than double the per- 
centage increase i n  per capita GDP of the TFYP period. 

Tne dis tr ibut ion of the benefits of growth depends pri-  
marily on the camposition of GDP growth, the impact of GDP 
growth on emplqyment, and the dis tr ibut ion of government 
services. In simplified terms, the in tent  of the FFYP is t o  
bring about a re la t ive  improvement i n  the wellbeing of rura l  
Ethiopians through the encouragement of s m a l l  holder agricultural 
production, generation of employment i n  rura l  areas, and the 
improvement of rura l  services. I f  the r a t e  of growth i n  agri- 
cul turai  output can be increased t o  3.1% per annum (versus M 



estinated 2.2% during the l a s t  decade), while the ra te  of 
growth of non-agricultural output increases a t  8.5% per annurn 
(the same ra te  as previously), the gap between the ra tes  of 
increases in per capita GDP for Ethiopians i n  the agricultural 
and uon-agricultural sectors w i l l  be narrowed. Furthermore, 
an iacrease i n  the growth ra te  of agricultural output from 2.2% 
to  3 .I%, or from -0.2% to  0.7% i n  per capita terms, should help 
t o  bring about improved nutrition. (The few studies undertaken 
thusfar suggest tha t  the Ethiopian d i e t  is generally adequate 
i n  q u e l i v  but not i n  quant iv)  . The major programs affecting 
agricultural output by rural  Ethiopians during the FFYP w i l l  be 
the existing area package programs (CADU, WADU, ADDU) and the 
Mi rdmum Package Program (MPP). IXlring the FFYP period the 
coverage of these programs w i l l  expand from about 2% of 
Ethiopia's four million farm families to 125, and the i n i t i a l  
settlement programs w i l l  affect  an additional 35,000 families, 
or about 1%. Families reached by these programs should be 
able to  double crop yields and Inore than double their  cash 
incme . 

Employment trends during the FFYP are d i f f i cu l t  t o  predict 
i n  the absence of the detailed projections of the f ina l  FFYP 
documentation. Ethiopia, l ike  many other l e s s  developed 
countries, w i l l  have great diff icul ty i n  absorbing a l l  the 
entrants to the labor force during coming years. However, the 
programis undertaken under the FFYP should provide adequately 
remunerative employment for  a large percentage of the estimated 
200,000 people entering the agricultural labor force each year. 
MPP should provide emplayment for  about 10% of the incremental 
labor force, settlement programs for  5-1@, and rura l  public 
works programs for  an additional 10%. (1f the local self- 
adminis+zation program is successful, th is  l a t t e r  f igwe  could 
be higher.) The remainder w i l l  be absorbed as agricultural 
laborers i n  comercial agriculture (northwest lowlands, Rif t  
Valley, Awash R ive r  Valley), by spontaneous settlement a d ,  t o  
the extent the above programs f a l l  short of aSsorbi= to ta l  
entrants, through an increase i n  the ra te  of agricultural under- 
empluyment . 

Same rural groups w i l l  also benefit significantly from the 
eq6nsion of rura l  services. The proposed educational reforms 
would provide access t o  formal and non-formal leasning for a 
vastly increased number of rura l  Ethiopians. By the end of the 
FFYP per-iod, the percentage of the relevant age group i n  primary 
school would increase to 44% (as compared with 1% i n  1973), 
and non-formsl education would be available to  roughly 6% of 
Ethiopia's rural  population. The network of health s tat ions 



would be expanded t o  cover all 103 awrajas, increasing the 
percentage of the population with access to health f a c i l i t i e s  
from about 15-2% i n  1973 to 30-3546 i n  1973. Rural roads 
development should increase the percentage of the population 
witk~r, a half-day's walk of nntorable roads (now about 25%) 
and thus improve rura l  access t o  the social  and economic 
services available in  the rura l  population centers. Acceler- 
ated ~ u r a l  water development w i l l  increase the number of 
Ethio~ians  having access t o  wholesome water (currently 3 %  of 
the papulation). 

The I E G 1 s  development strategy has implications reaching 
beycnd the FFYP period. If  continued successfully, the I E G  
strategy w i l l  permit a more rapid expsnsion of small farmer 
prod~ct ion  and rura l  infrastructure and services. By the year 
2000, per capita GDP might be Eth. $400-450 (US $195-220) and 
40-50% of farm families could be reached direct ly by the MPP 
and settlement projects (and many more indirectly).  A majority 
of the population would be near a road, and nearly a l l  would 
have access to primary education and health services. Inzreased 
small farmer participation in&velopment w a i l d  be fac i l i ta ted  
by the proposed multipurpose co-ups t o  be formed i n i t i a l l y  i n  
the MI-P areas, and would be supplemented by continued govern- 
ment decentralization within the Awraja Self-Administration 
Propam. 

The overall GDP growth target is very ambitious; however, 
even though achievement w i l l  probably be lower than the target 
r a t e  of 6 . M ,  it should be higher than the 4.0% growth ra te  of 
the TFY? period. Both domestic resource mobilization ( i n  the 
absence of the discovery of large l-qydrocarbon resources) and 
inst i tut ional  incapacities are l ikely to  be constraints on the 
rates  of growth of agricultural and non-agricultural GDP, 
particularly i n  view of the budgetary implications of the 
recent demands by the military and others. Ethiopia's balance 
of payments prospects over the FFYP period w i l l  depend on the 
world market prices for  Ethiupials export commodities, which 
cannot be expected t o  remain a t  current high levels beyond the 
next year or two, and on o i l  prices. Based on the present out- 
look, the balance of payments may be a less  binding constraint 
over tile next few years than absorptive capacity or domestic 
resource mobiliza%ion, given: 1) Ethiopia s level  of foreign 
exchange reserves, 2) the good prospects for continued high 
prices for  coffee i n  particular,  and 3) the likelihood that 



concessional external financing w i l l  be .available for  any 
good IEG programs or projects. The'balance of paymgnts could 
come mder increasing pressure due t o  the IEG1s  budget 
situation, but would probably s t i l l  remain a l e s s  serious 
constraint than absorptive capacity,or domestic resources. 

Inadequate domestic resource mobilization and continued 
limitations i n  the IEG1s capacity to prepare and implement 
projects could par titularly affect  the newer programs directed 
a t  improved equity, such as the M i n i m u m  Package Program, 
settlement programs, educational reform, rura l  public works, 
and the awraja self-administration program. The equity goal 
w i l l  e lso be affected by l ike ly  lags i n  the implementation of 
economic policy measures (higher land taxes, higher in teres t  
rates ,  proper investment incentives, devaluation, t a r i f f s  on 
capi tal  goods, etc.) designed to provide cost and price 
signals which would encourage labor-intensive development. 

Tenancy reform or broader level  reform measures, even i f  
approved, w i l l  pose d i f f i cu l t  problems. The benefits from 
land reform would probably not be f e l t  for some time u n t i l  
the pre-requisite land cadastre and registrat ion has been 
accomplished and un t i l  the legislat ion and leases and deeds, 
etc., can be adequately understood by all concerned and 
enforced by the thinly deployed legal,  judicial and police 
forces now existing i n  rura l  areas. Much more than s i q l e  
Parliamentary approval w i l l  be required for land reform t o  
work and i ts  actual impact as a resul t  would probably be 
relat ively small during the FFYP period i t s e l f .  However, i n  
the meanthe production programs for  small farmers can proceed 
as  can ~Ciucational reform, expansion of the health system and 
ru ra l  public works -- none of which are dependent upon land 
reform a t  th i s  stage. 

Tsking all the above factors into account, the FFYP resul t  
could be a f a i r l y  adequate output performance due t o  a relat ively 
s t r o w  balance of payments position, combined with less  adequate 
perfommce relat ive to  the equity goal due to  budget proSlems 
and deleys i n  the implementation of equity-oriented programs. 
This outcome could of course be par t ia l ly  mitigated by donor 
assistance directed particularly a t  improving domestic 
resource mobilization and overcoming the absorptive capacity 
problem affecting equity-oriented programs. It w i l l  also 
depend on the quality of the new government's commitment to  
the equity goals of the FFYP, which is not ye t  clear.  



Obviously, the po l i t i ca l  events of February-March 1974 
and eny sequel t o  follow w i l l  have a major bearing on the 
emphasis t o  be given one development priori-Q vis-a-vis another 
and the resulting allocation of Ethiopian funds and effort .  The 
d r o w t  and the accompanying rehabil i ta t ion program to  be under- 
talre;~, for  example, is  one of those unforeseen factors which 
could have a s ignif icant  impact on the IEG1s overall  investmsnt 
decisions. Tnere are  other possible examples, as well. The net  
of changes of this m e  w i l l  be assessed within the context of 
the gcvernmentls f i n a l  FFYP pronouncements and the IEG1s annual 
budget programs. 



B. Rationale and Stratem for AID Assistance to Ethiopia 

1. ne Rationale for AID Assistance 

The US began a major assistance program to Ethiopia i n  the early 
1950's. Throughout the 1950fs the US was the largest source of grant 
assistance snd i n  the 1960's was the largest donor i n  50th grant and 
loan aid. The US has remained a major donor i n  the 1970fs, although - 
AID grant assistance levels are now a t  leas t  equalled by the UNDP and 
Sweden, and the World Bank has become the leading loan assistance 
donor with the UK perhaps equalling US loan assistance. AID assistance 
to  E t h i a p i ~  during the past three years (FY 1971-1973) has averaged 
$20 million per year, although the annual level has fluctuated some- 
what due to the fflurnpinessff of loan assistance commitments. 

D u r i r g  the 19501s and l % O f s  the rationale for US economic 
assistance to Ethiopia was based la a major extent on US poli t ical  
and military interests,  including maintenance of Kagnew Station, the 
US communic~tions fac i l i tq  a t  Asmara. During the past several years 
this aspect of the rationale for assistance has receded due to the 
USGfs deciaion t o  phase down Kagnew Station and to the IEGfs steadily 
increasing ccmitment to development and improved performance. The 
rationale fa? continued substantial US eoonomic assistance to Ethiopia 
i n  the p e r i d  FY 1975-1979 res ts  on Ethiopia's excellent development 
potential an6 the IEGfs commitment to a development strategy intended 
to accelerate the rate of growth while assuring a more equitable dis-  
tribution of the benefits of growth. If successful, this strategy -- 
with its emphasis on increased food production and broader access to 
social services -- w i l l  bring about a perceptible improvement i n  the 
welfare of the lower-income rural population, and w i l l  prepare the 
base for more employment-intensive patterns of growth i n  succeeding 
plan periods. 

Successful implementation of the Ethiopian's 4th Five-Year Plan 
(FFYP) strategy w i l l  require an increasing level of technical and 
capital assistance t o  help the IEG expand absorptive capacity and 
overcome external and domestic resource gaps. To the extent that the 
IEG sustains its commitment to  rapid growth with a more equitable 
distribution of the benefits, the US should be prepared to contribute 
to the implementation of the FFYP through maintaining or gradually 
increasing the A I D  assistance level of the l a s t  few years. This is  
consistent w i t h  the US interest  in: (1) making special efforts to 
ass is t  the Ifleast developedff countries, (2) providing assis tance to 
countries moving toward patterns of growth which enhance employment 
opportunities and favorably influence the distribution of income and 
wealth, and (3) assisting poor countries i n  increasing food production, 



improving nutr i t ion and improving access to  basic social services 
such as health and education. A continued high AID level  for 
Ethiopia would also serve other US interests ,  such as improving the 
prospects for  US access t o  Ethiopian natural resources (copper, 
natural gas, and possibly petroleum, and potash and others). 

2. Background t o  the A I D  Strategy 

A I D 1 s  ,approach to formulating an appropriate assistance frame- 
work or s t r a t e w  for  Ethiopia has involved t h e  consideration of a 
number of different options within the c'ontext of US development 
policy for  the country. Each. is brief ly examined here i n  terms of 
its l ike ly  implications for' AID decision-making and action. 

One epproach considered w a s  a concentration on one or two 
sectors or s~b-sectors  of the econoqy, for example, agriculture and 
higher education. AID has been concentrated along these l ines  i n  
Ethiopia since the mid-1960's and, from the standpdint of technical 
sectors, they continue t o  have high claim on IEG attention and 
resources. However, th i s  kind of approach lacks suff icient  focus 
as a basis for strategy. The resulting assistance framework can be 
too open-ended, and complicates the task of achieving impact on the 
most urgent i~eeds or problems of the country I s  development. 

Another approach considered was to concentrate on one or two 
major problem areas or objectives of a general nature. This was the 
approach adopted from the beginnings of the A I D  program i n  Ethiopia 
i n  the early 1950's up through the early 1960's when A I D  alternately 
concentrated on manpower training, ins t i tu t ional  development and 
infrastructure in  a number of different technical sectors. This 
approach is subject t o  the same limitations as the f i r s t  but, i n  
addition, ignores the inter-relatedness of these kinds of needs i n  
all underdeveloped countries. Thus, while the cumulative effects of 
a l l  these AID effor ts  were substantial, during any one period they 
tended to  be highly fragmented and therefore both isolated and narrow 
i n  the i r  results.  Other, currently more relevant, possibi l i t ies  of 
specific problem areas or  objectives -- such as mass education or 
land reform -- were also considered but rejected for these reasons 
(see also Sections B3 and 4, below). 

A third approach considered was a strategy based on A I D 1 s  new 
world-wide policy thrusts. This could involve, for example, an 
emphasis on small farmer production or the improved wellbeing of the 
poorer 408 of Ethiopia's population. The problem with the f i r s t  i s  
that  without stretching the definition of production beyond the point 
of credibi l i ty ,  AID would be unable to a s s i s t  through arrangewnts 



with the IEG and other donors i n  those other ac t iv i t i e s  or elements 
of ac t iv i t i e s  on which expanded production is dependent. These other 
ac t iv i t i e s  include malaria, ru ra l  roads and water, marketing, e tc .  
With respezt t o  a strategy t o  a s s i s t  the poorest -- d i f f i c u l t  t o  
define i n  q y  event i n  a country which is one of the 25 l e a s t  develo~ed -- 
AID would be confronted with requests for  an enormous amount of assis- 
tance i n  v i r tua l ly  every sector of the econorqy i n  both rur'al and urban 
Ethiopia, 

There are, of course, s t i l l  other possible approaches t o  the 
formulation of an assistance strategy, including responding t o  what- 
ever the IEr; may request, or the establishing of a s e t  budgetary 
ceiling, advance commitment or l i n e  of c redi t  within which a l l  
assistance would be programmed and drawn down by mutual AID-IEG 
decisions. These have been ruled out automatically as being non- 
constructive or in  opposition to AID policy. 

I n  the end, AID has approached the selection of its assistance "1 
strategy by turning t o  the Ethiopian's own 4th Five-Year Plan (cover- 
ing the same period as th i s  W) and by attempting t o  adapt the AID 
strategy to the p r io r i t i e s  which the IEG has i t s e l f  postulated. 
Since the IEG strategy and p r io r i t i e s  i n  general are remarkably con- 
s i s t e n t  with AID'S overall  interests ,  working within the I E G ' s  
planning framework appears t o  offer the best likelihood of success 
for  thbse e f fo r t s  to be undertaken by AID, and AID has formulated i t s  
strategy accordingly. 

3. The AID S t ra t em Statement 

a. Rural Develo~ment 

AID w i l l  emphasize rura l  development as the f i r s t  pr ior i ty  ' 

of its economic assistance program strategy for  Ethiopia. This 
p r io r i tp  is based on the conclusion of both the IEG, as reflected 
i n  its 4th Five-Year Plan, and the major donors tha t  rura l  develop- 
ment is of the highest priori-@ for  achieving both the overall  
growth objectives of the country and the national objectives for  
a Illore equitable distribution of the benefits of growth among 
the population. 

In  A I D 1 s  contribution to the IEG1s broad rural  developnent 
objectives, emphasis w i l l  be placed on growth of income (pro- 
duc tion),  employment, and more equitable dis tr ibut ion of income. 
These goals are chosen because they appear to represent the most 
feasible and immediate means toward general improvement desired 



i n  the l ives  of Ethiopia's rural population. Their achieve- 
ment should thus have spill-over effects on the spread of 
education, nutrit ion and health. To some degree, improvements 
i n  education and, t o  a lesser  extent health, are themselves 
c r i t i c a l  to  achieving goals of income and employment and as 
such they are part  of the program which AID w i l l  s upp~r t .  B i l t  
recognizing Ethiopia's current limited capaci-Q for delivery 
of inputs to the rural areas, such ac t iv i t ies  w i l l  be selected 
for AID s u p p ~ r t  during th is  planning period where they contribute 
to  the capacity of Ethiopians to reach the primary goals more 
rapidly, rather than as ends i n  themselves. 

The goals to be emphasized by AID are closely inter- 
related. While the IEG has increasingly stressed equity concerns 
i n  recent years, i t s  ab i l i ty  t o  put these concerns into practice 
over wide areas w i l l  require increases i n  national income. In 
turn, the IBRD has concluded that  without greater security of 
tenure and other equitq-oriented land reform, growth i n  agri- 
culture (the priori tq sector for growth) w i l l  be sharply limited. 
Yet these goals are not i n  every case mutually supportive. 
Agricultural production can be increased i n  some areas i n  the 
short run by programs which would reduce employment and/or the 
net  income of poorer people i n  the area. The relat ive priori ty,  
or weight, that  w i l l  be given to  these goals w i l l  therefore be 
a matter 3f continual choice by the IEG. The choices it makes 
may 13 turn depend upon the abi l i tq  of the IEG, and donors, t a  
develop program which promote both production and equitq goals 
i n  some optimum fashion. 

Tc a ss i s t  the IEG i n  making these choices, AID strategy 
will seek to help the IM3 promote joint production-equity goals 
by hel?ing stimulate production increases among those target 
groups whose socio-economic improvement would a l t e r  the country's 
equity profile (e . g . i n  distribution of income and/or services) . 
These groups cannot be targeted with absolute precision -- e.g., 
the loweat 40%, all tenant farmers or farmers a t  a given income 
level, etc. -- because the detailed data do not exist  to judge 
which pmticular grmps are both i n  the lower economic stratum 
and alao FDssess the potential to reach, within a reasonable 
period, a certain degree of entrepreneurial and commercial self-  
sufficiency through access to  knowledge, technical inputs and 
markets. FOY these reasons, AID w i l l  use the Sam2 target group 
as has been adopted by the IEG for i t s  national s m a l l  farmer 
orientel agricultural program (MPP) which encompasses all farmers 
with less  than 20 hectares. However, it is estimated tha t  up t o  
90$ of the MPP farmers are small holders with l e ss  than 10 hectares 



and -UD, insofar as possible and increasingly over time, wi l l  
focus its assistance on the smaller farmers within this under- 
10-hec t a re  group. 

P1D strategy i n  th is  regard must a lso recognize tha t  
Ethiopia is proceeding toward its goals of rural development 
from a point f a r  back. Extending minimum benefits to  most of 
Ethiopia's rural population w i l l  take decades. AID strategy 
for  the next few years must concentrate therefore on develop- 
ing the w i l l ,  capaciw, and the instruments for  the IEG t o  be 
able t c  succeed. 

Based on IBRD, IEG and USAID analysis--and as described 
more fu l ly  elsewhere i n  the DAP--the c r i t i c a l  constraints t o  
achieving the goals stated above which others as well as AID 
must address are: 

- Land tenure s tructure and land use 
.- Accessibili* 
- Delivery systems with local  participation 
-. Central development policy execution - Production and production techniques research and 

experimentation - Do~nestic financial resources - Trained manpower (relevant educatinn) - Population growth re la t ive  t o  resources - Endemic diseases (malaria). 

In  selecting, and limiting AID support for ac t iv i t i e s  to  
address some of these constraints, AID w i l l  be guided by the 
following c r i t e r i a ,  a l l  of which must be met: 

- Does the ac t iv i ty  contribute t o  overcoming one or more 
of the c r i t i c a l  constraints to the goals of income 
growth, employment creation and equitable distribution? 

- Is it consistent with AID posture on other c r i t i c a l  
constraints . (e. g., consistent w i t h  A I D ' S  posture on 
land reform)? 

- Is it par t  of the IEG1s p r io r i t i e s  i n  rura l  development 
so  tha t  it w i l l  receive both policy and general admin- 
is  t ra t ive  support from the IEG? 

- W i l l  the I E G  have the financial and human resources to 
administer the activi* not only on a p i l o t  or experi- 
nental basis,  but i n  a reasonable period, as pa r t  of a 

nationwide rural development program? 



- Is it within the specialized competence and the 
management capaciw of the US? 

Using these c r i t e r i a ,  AID may support the following kinds 
of ac t iv i t i e s  i n  support of Ethiopian ru ra l  development: 

- Opening up of lands t o  nationdl settlement and develop- 
ment with provision fo r  security of tenure. 

- Undertalring area development projects which demonstrate 
means of accomplishing production increases with 
increased employment and be t te r  income distribution 
a t  costs feasible to the IEG. 

- Expanding absorptive capaciw fo r  rura l  development through 
improvements i n  mass education, penetration roads 
construction, water conservation and supply 'and the 
administrative s truc ture of loca l  adminis tration. 

- Encouraging adoption of the necessary policy and program 
approaches related t o  AID 'S  strategy through the infusion 
of A I D  resources in d i rec t  support of Ethiopia's agri- 
cul tural  or  ru ra l  development capi ta l  budget, including 
technical assistance f o r  th i s  purpose. 

> - Helping extend the work of EPID and the minimum package 
program through the introduction of additional economic 
crops, insect control and improved marketing. 

- Supporting IEG and private e f for t s  i n  family planning a t  
the rural level  supplementing the present malaria sup- 
pression e f fo r t  i n  the health sector. 

AID w i l l  emphasize higher education as the second p r io r iq -  
of its assistance strategy. T h i s  p r i o r i w  is  based on t'ns f zz t  
tha t  HSS: Universiw, Ethiopia's single national ins t i tu t ion  for  
higher learning with the major responsibi l iw for  training the 
nation's leadership, i s  still i n  the process of developing the 
fundamentals of ins t i tu t ional  c a p a c i e  and w i l l  remain i n  'that 
position for  perhaps another f ive  years. Since the universiw 
was crea+zd a l i t t l e  over 10 years ago, the US has been i n  the 
firmly established position of the major external supporter of 
HSIU I s  development, financing construction, teaching equipment 



and materials, American teaching and administrative s t a f f  and 
the post-graduate training of Ethiopians for  s t a f f  positions -- 
a l l  as generalized support of HSIU1s ins t i tu t iona l  development. 

The f i r s t  phase of HSIU1s development, establishment of the 
basic inst i tut ion,  i s  now reaching an end. HSIU 's I t  second 
generation" development w i l l  be based increasingly on the central  
government I s  plans and objectives for national developinent rather  
than on YSIU1s own plans for  internal  growth. In th i s  regard, H S I U  
w i l l  play a supportive role  i n  rura l  developnent, and a small but 
s ignif icant  portion of i ts  planned programs wi l l  be direct ly  related 
t o  rural development, paral le l ing the I E G 1 s  rura l  development 
strategy. Ho-uever, it would be impossible to show tha t  all of 
HSIU1e ef for t s  over the next few years were oriented singularly 
to tha t  strategy or t o  AID'S more limited assistance approach t o  
rura l  development (income, employment, incone dis t r ibut ion)  . This 
might well be an impossible task for  any university anywhere. A t  
the same time, AID by means of i ts  support can help to  reinforce 
and expand those in i t i a t ives  tha t  H S I U  now appears ready to take 
i n  contributing a s ignif icant  portion of i ts  capabili ty t o  the 
operatioxla1 needs of the nation. 

AID 'S  specific goal i n  higher education, therefore, w i l l  be 
t o  further HSIU1s ins t i tu t iona l  development i n  ways both related 
and limited to strengthening the university 's  capacity t o  s u p p ~ t  
the IIErs objectives for  national development. Much of A I D t s  work 
i n  this connection w i l l  consis t  of helping t o  create those condi- 
t ions which w i l l  per~ni t  HSIU over the next few years to  provide 
new and expanded services t o  the nation beyond the mere teaching 
function. While the ins t i tu t iona l  development of HSIU w i l l  no 
longer, as  i n  the past, be an end i n  i t s e l f ,  for  purposes of AID 
suppcrt, a cer tain amoilnt of ins t i tu t iona l  development (in-.luding 
provision of selected s t a f f )  w i l l  s t i l l  be required to  support 
HSIUts outreach programs of, for  example, research and problem 
solving, and th i s  - b e  of ins t i tu t iona l  development w i l l  warrant 
continued AID support. Ethiopianization of materials and course 
content w i l l  need to  be stepped up t o  enable H S I U  effectively t o  
accomplish th i s  goal and these e f for t s  w i l l  a lso be assisted 
by AID. As  a general practice, AID w i l l  not r e s t r i c t  its 
assistance to arq~ specific facul t ies  so long as the program t o  
be financed cont,ributes to  the g-oal of HSIU outreach and service 
t o  We countr,~.  

3 . e  r e su l t  of th is  qual i ta t ive change i n  A I D  strategy for  
higher education, as described above, w i l l  be t o  a l t e r  the mix 
of AID inputs with probably a larger  proportion of AID assistance 
going in to  the financing of local  programs and operations. Tnis 
is also l ike ly  to have the e f fec t  of reducing the overall  l eve l  
of AID support of HSIU fron tha t  i n  previous years. 



4. B e c i f i c  &~D€!c~s of the AID S t r a t e a  

Perhaps only implicitly suggested by the above strategy statemmt 
are the positions AID has taken on a number of aspects of tha t  strategy 
on which sore elaboration is necessary. These specific points, and 
the reasoning behind the positions thereon, are as follows. 

a. Land Reform 

As emphasized i n  the RAP consultant study (Assessment of 
the E bhiopian Agricultural Sector of December 1973), Ethiopia ' s 
antiquated tenure structure has for some years been considered 
the dominant constraint to  the agricultural developmznt of 
Ethiopia. The question inevitably ar ises  as t o  what A I D 1 s  
p o s i t i m  is or  should be with respect to  its assistance program. 
ban m o s t  quarters -- the World Banlr (~conomic Report and 
Agricdtural  Sector Survey, both of 1973), AID consultants 
( ~ a r n e  tt- lark-pearson Economic Review of 1972) and most 
recently the Swedish government through SIDA -- the view has 
evolved that  the Ethiopian government should either be urged, 
encouraged or supported i n  i t s  e f for ts  to adapt new and more 
l ibe ra l  landlord-tenant relationships i n  order t o  provide 
greater tenant securiw on the land. Not one of these groups 
i s  now proposing -- or threatening -- to  terminate i t s  assis- 
tance i f  the necessary legislat ion i s  not passed. All have 
become convinced that,  even i n  the absence of such legislation, 
good reasons remain t o  continue assisting agricultural develop- 
ment i n  rural  Ethiopia. A l l  have somewhat similar goals: the 
growth of production and employment and a more equitable d i s -  
tribution of income. All have believed that  for  some indeter- 
minant period in the future it w i l l  be possible t o  achieve 
useful progress respecting these goals without land tenure 
legislation. Presently unresolved are (a)  when wil l  that  time 
be reached when progress diminishes to  the point no longer 
warranting developmental investments, and (b ) what developmental 
ac t iv i t ies  should be avoided now because of the i r  marginal 
returns and, conversely, which should be stimulated because of 
some positive impact they are l ike ly  t o  have on the movement 
toward tenent securitq. 

A I D 1 s  position on the f i r s t  question i s  that  neither AID 
nor any other party has the answer now, and that  a l l  tha t  can 
reasonably be done is to  assess progress year by year. The 
best place for  assessing th is  progress is  the Minimua Package 
Program (MPP) since it is the MPP tha t  i s  probably the major 
vehicle of rura l  change and modernization of Ethiopia's small, 



tenant farmers and it is through the MPP that  the bottlenecks 
to further change and progress have and w i l l  become most 
clear ly visible.  Because of the primary role  of the World 
Bank and the Swedes i n  the MPP, it is they on whom greatest  
reliance should be placed for appraisals of progress. AID,  
however, as a major donor r ightful ly concerned with th is  
question, should also take advantage of every opportunity 
for  appraisal and to take whatever resulting positions which 
are deemed proper w i t h  the IEG. Efforts, for  example, i n  
pulses production and marketing, to  be ~ d e r t a k e n  i n  large 
pa r t  as an essential  element of MPP diversification, w i l l  
provide AID tha t  opportuni-t3. directly.  

Turning t o  the second question, i t  may be impossible t3  

reach a consensus on those ac t iv i t i e s  which should be avoided 
because of the i r  confl ict  with land reform (see our consult- 
an t ' s  Agricultural Sector Assessment for  an indication of 
the d i f f i cu l t i e s  involved). Furthermore, we think it unlikely 
the Mtnistry of Planning w i l l  request any donor to  a s s i s t  it 
and the IEG i n  a program which promises dubious returns, 
especially one suggesting adverse po l i t i ca l  repercussions. 
Of greater usefulness for  AID'S purposes is the e f fo r t  t o  
deterafne whether q ac t iv i t i e s  can have a positive ef fec t  
on the lend tenure s i tuat ion i n  Ethiopia. One of the best 
opportunities is i n  the area of new settlement, or re-settlement, 
of Ethiopia's relat ively thinly populated but f e r t i l e  lowlands. 
Through the design of specific settlement programs, A I D  intends, 
as a s t ipulat ion t o  the required external inputs, t o  incorpa- 
r a t e  provisions i n  the aid agreements w i t h  the IEG which w i l l  
condition the m e r  in which people w i l l  be se t t led  throughout 
the en-tire settlement area. Rights concerning the acquisition 
and disposition of land can be established a t  the very outset 
avoiding for the most par t  the confl icts  tha t  can ar ise  i n  the 
already heavily se t t led  areas of the highlands. National 
policy can begin to be created i n  th i s  way tha t  would be (hss 
been) v e q  d i f f i cu l t  to  accomplish by formal legislation. This 
is  the kind of e f fo r t  tha t  is integral to A I D ' S  strategy. 

In addition, it is recognized tha t  even i f  national land 
reform programs are enacted, they are not l ike ly  t o  achieve 
the desired ef fec t  i n  the short run or unt i l  considerable 
progress has been made on overcoming the key constraints to  
rura l  development. This w i l l  require improvements i n  rura l  
access, relevant delivery systems and expansion of programs to 
modernize small farmer at t i tudes and capabili t ies.  Thus, much 



of AID'S work during this short run period w i l l  emphasize 
the creation of these conditions tha t  w i l l  contzibute t o  the 
success of land reform when it comes. 

In summary, A I D 1 s  program strategy i n  Ethiopia i s  oriented 
positively toward land reform: it w i l l  help promote t e m t  
security outside of leg is la t ion  (project assistance i n  se t t l e -  
ment areas); it w i l l  contribute to development of the necessary 
ins t i tu t ional  capacity (technical assistance t o  the Ministry 
of La-ld Reform, i f  requested); it w i l l  support land surveying 
and registrat ion (ASL support with respect t o  p -~b l i c  lands and 
projsct  support of a national cadastral survey, when and i f  
the legis lat ion is passed, with respect to private lands); it 
w i l l  help create the necessary conditions for  success of 
agrarian reform as a whole, as discussed above. I n  other words, 
most of A I D 1 s  program w i l l  be designed t o  contribute, i n  varying 
degrees of directness, to overcoming the constraint of land 
reform. 

A I D  disagrees with the DAP consultant study (Assessment of 
Ethiopian Agricultural Sector of December 1973) tha t  land reform 
should be the primary focus of the AID strategy t o  the extent 
that the ent i re  program is developed i n  some relationship to 
tha t  alone. Instead, as has been said, A I D 1 s  proposed primary 
focus is on the income and equi-t;y aspects of rura l  de~elop~nent 
wherein AID hopes t o  influence the kind of constructive policy 
change tha t  w i l l  overcome the tenure and other key constraints 
impeding accomplishment of those goals. That difference aside, 
AID believes tha t  i t s  approach, as outlined in  the preceding 
paragraphs, is wholly consistent with the objectives of the 
consultant i n  terms of the importance tha t  AID attaches t o  
land reform and A I D 1 s  sens i t iv i ty  i n  designing an assistance 
program properly, responsive t o  the needs of the situation. 

b . The Social Comonen t of Rural Development 

The IEG1s FFYP strategy is broader than the A I D  assistance 
strategy i n  that, while the E G I S  emphasis on rural development 
w i l l  encompass, i n  varying degrees, the whole range of economic 
and soctal services, A I D 1 s  e f for t s  w i l l  be limited to those 
ac t iv i t i e s  which contribute t o  the goals of increased production, 
emplayrnent and m r e  equitable income distribution. Tie issue 
tha t  ar ises  is the extent to  which any of these social services 
contribute to the A I D  goals and whether It is therefore 
appropriate to include a social  component within the A I D  r u r a l  
development program. Of particular importance to  AID i n  th is  
regard are rural education and health. 



From the standpoint of the Ethiopian context, the 
extension of education and health into the rura l  areas w i l l  
be possible only to the extent they are integrated in to  the 
IEGts planned administrative and economic framework for  over- 
all operations a t  the rural level.  The extension of such 
public services must be so limited since the available IEG 
financial resources w i l l  not permit proceeding on the basis 
of need alone. Thus, the effects  of this principle w i l l  be 
to impose considerations of both space and scale on the I E G t s  
own efforts .  Both considerations are l ike ly  to operate within 
the context of the awraja self-administration program under 
which the planning and execution of loca l  programs, i n i t i a l l y  
those i n  education and health, w i l l  be increasingly devolved 
upon awraja elected councils. In  other words, irrespective 
of how AID might otherwise want t o  ass is t ,  the r e a l  oppor- 
tuni t ies  i n  education and health w i l l  a r i se  only as such capa- 
b i l i t i e s  and authorit ies are expanded a t  the local  level  under 
central  IEG auspices. 

In  t e r m  of AID strategy, the opportunities i n  rural 
educatton offer  the more promising prospects of the two for  
contributing t o  rural development. An expansion of education 
i n  areas w i l l  be necessary t o  achieve further l i te racy  
and, +hrough non-formal education i n  particular,  to develop 
the aptitudes for  applying the modern agricultural inputs and 
techniques being extended by the MPP and other agricultural 
program. Indeed, the lack of these relevant s k i l l s  and 
at t i tudes is a major impediment t o  the achievement of the pro- 
ductiog, income and other AID goals. A s  such, education w i l l  
operate direct ly on those conditions creating the capacity 
for rural development. 

Of c r i t i c a l  importance to  AID i n  th i s  regard w i l l  be the 
necessary assessment made a t  the time of each major rura l  
education in i t ia t ive .  It w i l l  i d e n t i e  how and i n  what context 
each in i t i a t ive  can or must be linked t o  an Ethiopian pro- 
duction effort .  Linkage there must be, but the nature of the 
linkage may vary from case t o  case. It may vary i n  terms of 
the 8pec;ific production e f fo r t  involved: an MPP area w i l l  
usually be sought f i r s t ,  but not a l l  of the self-administration 
awrajas w i l l  i n i t i a l l y  be i n  MPP areas and the existence of 
an MPP e f fo r t  does not i n  and of i t s e l f  guarantee the existence 
or development of the necessary production or income generating 
capaciw, Thus, each area w i l l  need to be examined i n  re la t ion  
t o  the experience and resul t s  i n  ea r l i e r  areas. The sequence i n  
undertaking the social  and production ef for t s  is another aspect 



of the linkage, and this ,  too, w i l l  be subject to some variation 
i n  practice. The educational e f f o r t  might normdly be expected 
t o  follow the income generating ac t iv i t i e s  or, when the l a t t e r  
are new, a t  l e a s t  t o  be in i t ia ted  simultaneously with them. 
There is also the possibilitiy, however, of the educational 
e f f o r t  serving as the I1carriertt of the production related 
s k i l l s  or technology and thereby performing the ro le  of a pre- 
paratory force for  change. A s i tuat ion such as t h i s  would be 
acceptable i f  it were demonstrated tha t  there was clearly an 
existing capacity t o  increase production and tha t  the bottle- 
necks t o  real izat ion of tha t  capacity were ones which could be 
overzome through education and training. In both of the above 
aspects of linkage AID w i l l  be guided heavily by the IEG which 
w i l l  be deliberate i n  extending social  services from one area 
t o  another un t i l  assured of reasonable v i a b i l i w  and financial 
self-sr.pport locally.  

MO& generally, the IEG is well along i n  having sa t i s f ied  
i t s e l f  on the need t o  ef fec t  changes i n  education i f  the educa- 
t ional system is t o  be responsive t o  the needs of rura l  develop- 
ment. These changes w i l l  pose d i f f icu l t ies ,  as evidenced by 
the outcries against implementation o f  the Educational Sector 
Review voiced during the po l i t i ca l  unrest i n  Ethiopia during 
February-March, 1974. A s  a resul t ,  change may be l e s s  compre- 
hensive and come more slowly than originally planned, but 
certainly not all of the momentum for  educational reform w i l l  
be los t .  Those reforms tha t  are approved by the IEG w i l l  warrant 
A I D  support during the present DAPS planning period. This suppdrt 
w i l l  elrphasize non-formal education, but i s  not necessarily 
limited to that.  A I D  is prepared t o  join with the World Bank 
and b i l a t e r a l  sources as  a minority partner i n  financing other 
selected aspects of the t o t a l  rural education program as th i s  
may be desired by the Bank, the education donor cornunity and 
the Eth io~ians  . 

In s ~ l i d l y  documenting the needs i n  ru ra l  health and the 
conceptual soundness of much of the I E G ' s  planning, AID 'S  DAP 
consul. tant study i n  health (~eview of the' Health Sector of 
December, 1973) concludes tha t  A I D  ought t o  support expansion 
of Ethiopia's basic health services. This conclusion i s  not - 

acceptel for  two reasons: one, there is  considerable doubt 
within AID of the I E G 1 s  short-run capacity, per the consider- 
ations above, to extend its health services a t  the levels  
planned without a serious slow-down i n  i n i t i a t i n g  other rura l  



programs that  are of greater importance t o  rura l  developaent. 
Moreover, support of general health services cannot be shown 
to contribute direct ly t o  the AID goals51 rural  development. 

I t  can be expected that  the Ministry of Health w i l l  look 
t o  A I D  for substantial  help in financing the planned expansion 
of its ru ra l  health services. The position taken w i l l  be tha t  
A I D 1 s  in teres t  i n  rural health, apart from malaria, is limited 
t o  family planning (as an element of maternal and child health). 
This is predicated on the reasoning that  only family planning 
i s  adequately supportive of A I D 1 s  rura l  developaent goals i n  
view of the ro le  it can play i n  the long run in helping 
achieve m equilibrium or a t  l e a s t  a bet ter  balance between 
the growth ofppulat ion and the resources available to  support 
it. However, before considering provision of an MCH/FP piece 
for  the whole or  a q y  par t  of the rural  health system, the 
basic health infrastructure and necessary technical and 
financ-Lal support w i l l  have to be established and operating 
or  a t  l e a s t  firmly comit ted i n  the aid a g r e e ~ n t s  of those 
others who w i l l  be assis t ing i n  this broader development. 

Some external support of the general rura l  health system 
is l ike ly  to  be forthcoming from Sweden and UNICEF augmenting 

- the E G I S  own financing. A s  these resulting ef for ts  demonstrate 
success aqd the other conditions are met, AID may, towards the 
end of the DAPS planning period, consider re-orienting its urban 
MCH/FP program toward the rura l  areas within the framework of 
those health services decentralized through the awraja adminis- 
t r a t ive  structure. In the meantime, AID independently w i l l  
begin examining the prospects of in i t i a t ing  some rura l  MCH/FP 
services within ei ther  the existing Ada project area or the 
new settlement areas of Southwest Ethiopia as a possible a l te r -  
native t o  aqy generalized MCH/FP support of the ent i re  system. 

In summarizing A I D 1 s  position on education and health, 
greater importance and therefore higher pr ior i ty  is placed on 
the former than on the l a t t e r .  There are also far  greater 
chances of success i n  education. The educational system as a 
whole has a much bet ter  developed capacity to carry out i ts  
programs: the system of local taxation i n  support of education 
and health is biased in favor of education; the managerial and 
technical s k i l l  level is higher i n  education. These, coupled 
with the financing impetus to be given by the World Bank through 
its planned IDA Education Loans, gives education the stronger 
foundation for progress i n  the immediate years ahead. 



Beyond the more d is tant  poss ib i l i t ies  noted in rural 
health, A I D 1 s  irmnediate ro le  is  presently confined to assis- 
tance to MES i n  support of the I E G 1 s  malaria control program. 
This assistance w i l l  continue through FY 1979, or the end of 
the DPP planning period. It  is realized, of course, that  the 
decision on terminating AID assistance i n  malaria a t  tha t  
time mt be made ear l ie r ,  within the RAP period, but AID w i l l  
defer making that  decision for  the timebeing. F i rs t ,  i t  w i l l  
be necessary to  assess the strength of feelings of the new IEG 
government as opposed to the old one and t o  see,how A I D 1 s  
negotiations go on the next Malaria V Loan i n  FY 1975. The 
question of continuing or phasing out of malaria up to now 
has teen affected by a host of factors -- pol i t ica l ,  technical 
and emotional -- a l l  bearing on the Ethiopian view of the 
s i n c e r i Q  of AID'S intentions i n  helping resolve oreof this 
countryls most troublesome and pervasive problems touching 
the l ives  of the majority of the rura l  population. This 
complex of factors cannot be turned aside and reduced simply 
to an AID resource transfer issue. 

There are, of course, other alternatives to  A I D  continu- 
at ion and IEG assumption of the f u l l  responsibili ty for  malaria 
financing. One would be fo r  AID t o  negotiate fo r  transfer of 
the whole of the malaria program to  UNDP/~VHO. Another would be 
for  Ai'l?, i n  f u l l  consultation with the IEG and other donors, t o  
agree tha t  the malaria costs of each donor project area would 
be b u i l t  into the t o t a l  costs of that  project and financed by 
the donor and the IEG accordingly. Obviously, there are  problems 
with ei ther  of these alternatives and the AID ro le  i n  mslaria 
will therefore be made a subject of intensive review over the 
next couple of years i n  an ef for t  to develop the optimum 
solution. 

As a necessary follow-up t o  AID r e l i e f  assistance for  the 
victims of the Ethiopian drought i n  1973, AID during the early 
years of the DAP period w i l l  be providing substantial  suppart 
of the IEG1s rehabil i ta t ion program, particularly i n  the hardest 
h i t  northern provinces of Wollo and Tigre but also i n  the 
southern region of the camtry. The World Bank w i l l  undertake 
along with the IEG the essent ial  economic and program planning 
for  rehtlbilitation and also provide a substantial  share of the 
capi tal  financing required. AID w i l l  coordinate closely with 
the Bank i n  determining those specific ac t iv i t i e s  o r  portions of 



act iv i t ies  which it wi l l  finance preferably through joint 
financing arrangements with the Bank and perhaps others. 

&-ID'S programing for  rehabili tation w i l l  be guided by 
tvo principles. F i r s t ,  rehabili tation w i l l  be subject t o  AID'S 
over<~l  assistance strategy considerations and, to  th is  extent, 
w i l l  be integrated into AID1s  regular economic developwnt pro- 
gram for  Ethiopia. Rehabilitation i n  th is  case w i l l  come within 
the ru ra l  development area of emphasis of the A I D  program and 
precisely the same goals, constraints, ac t iv i t ies  scheme of 
programing w i l l  be applied to  rehabili tation assistance as it 
is to a l l  other assistance i n  rural development. This is as i t  
should be since the requirements for  economic recovery i n  
Ethiopia's drought affected areas are essentially long-range 
i n  naturo and are concerned with the fundamental aspects of 
r u r a l  development. The approach t o  rehabili tation now being 
considered by the World Bank and the IEG would involve creation 
of the conditions for realization of the agricultural pro- 
ductiofi potential  of the various cachment areas i n  the region, 
with nuccessive development work being undertaken from one 
cachment area to the next, The kinds of ac t iv i t ies  being 
considered i n  these areas -- crop protection, penetration 
roads construction and water conservation and spreading, for  
example -- are clearly the kinds of things that  address the 
constraints included i n  AID'S rura l  development strategy and 
are therefore deserving of support under normal A I D  c r i t e r i a .  

Second, AID'S rehabili tation ef for ts  w i l l  be directed, 
both as a matter of highest pr ior i ty  and to  the maximum extent 
possible, to those ac t iv i t i e s  which contribute to significant 
reform of the econmic and social structure of the areas con- 
cerned, The urgency of the needs i n  the drought affected areas 
and the pr ior i ty  attached by the IFG t o  achieving and demon- 
s t ra t ing  some resul t s  w i l l  hopefully produce an environment 
conducive to Ethiopian approval of innovative, experimental 
reform-oriented programs previously not possible. to get s tar ted 
because of policy deadlocks centrally within the IEG. Rural 
penetration roads is a case i n  point. Anather is  re-settlement 
of excess population with accompanying securitq of tenure. 
S t i l l  mother is establishment of the necessary watering and 
grazing rights of livestock owners. A major reason for  support- 
ing programs of th is  Q-pe is the possibi l i ty  of the spill-over 
effects  they can have beyond those immediate areas concerned. 
By demosutrating what can be done (the technology and techniques 
by which rural roads can be maintained and how that  maintenance 
coat can be locally financed), may then also make it easier for 



the IXG t o  promulgate the appropriate policy nationally. 
Helping the IEG t o  bring about important changes of th is  type 
is thus a major objective of AID1 s rehabil i ta t ion ass is  tarice. 

d. Fielatin? A I D  Assistance to  the Strategy 

Having reviewed a few of the more important aspects of the 
A I D  strategy, the question may reasonably be asked whether AID 
has sa t i s f ied  i t s e l f  tha t  it w i l l  be able, i n  practice, t o  pro- 
vide the kind of assistance tha t  properly f i t s  the strategy 
adopted. The answer, and therefore the v a l i d i w  of the strategy, 
w i l l  depend on the extent t o  which: the government is suff i -  
c ient ly comnitted to  A I D 1 s  goals; the appropriate techniques 
are  available and the necessary discipline w i l l  be applied i n  
deeignjng the assistance i n  ways tha t  contribute to  the goals; 
AID'S resources combined with those of others wi l l  be enough to  
achieve the required impact; A I D 1 s  assistance instruments are 
adequate t o  the job called for. Each of these factors are 
examined brief ly below. 

Commitment t o  the Goals 

Ethiopia I s  4th Five-Year Plan wi l l  incorporate within its 
strategy framework the same overall  objectives and pr ior i ty  
goals as AID has adopted for  its assis tame program. Thus, 
there is no apparent issue with respect to  s tated intentions. 
However, there is a question as t o  how the Ethiopian w i l l  and 
capaciQ w i l l  be exerted i n  the r e a l  world of action i n  the 
wake of the counteracting pressures for and against s ignif icant  
rural change. Compromises would have been necessary and s t i l l  
w i l l  be, although perhaps fewer now than earlier as a result of 
the po l i t i ca l  forces unleashed i n  February-March, 1974. While 
AID believes the equity aspects of the IEG1s present develop- 
ment strategy would have been devoid of meaning i f  adopted i n  
a q y  of the previous five-year plan periods and could even have 
been questioned when formulated a year ago (1973) for the new, 
upcoming Plan, A I D  now tends to believe there are  reasonably 
good prospects for  making this kind of strategy an operative one. 
Yet it is important to  remember that,  national desire or w i l l  
aside, the effective capacity for rural change a t  the local  
level  in Ethiopia is extremely low, not above 5-10 on a scale  
from 1 t o  100. Thus, while AID believes the present IEG 
strategy is the r ight  one for  Ethiopia a t  th i s  time, it is 
r igh t  because i t  is the direction i n  which the trend of develop- 
ment must t e  accelerated. However, given the low s tar t ing  base, 
and the numbers of rura l  Ethiopians who would be encompassed i n  



i n  azly definition of the llpoorestll (closer to 8% than 4%), 
the application of an equity-oriented strategy means that 
much i f  not a l l  of the next five years w i l l  be devoted t o  
creating the conditions for rural change rather than register- 
ing chmge i t s e l f  i n  income generated and distributed terms. 
Absolute accomplishment i n  these terms could be l i t t l e ;  the 
objective w i l l  be to  keep the development which occurs i n  
reasonable balance and as compatible with the AID strategy 
goals as possible. 

Q&gnim the Assistance 

As AID, i n  cooperation with the IEG, begins the process 
of project development for those assistance activi t ies fore- 
cast by the AID strategy, project planners w i l l  s t r ive for 
the maximum complementarity between production and equity. The 
absence of suitably detailed hard data for assessing the impact 
of what can be done for the poor relative to the comparatively 
better off w i l l  be a continuing problem. However, while AID 
may heve difficulty i n  pinpointing the specific farm families 
included i n  aqy target group of the poorest, there i s  probably 
l i t t l e  r isk  i n  missing the 8% of Ethiopia ls population which 
is poor with aqy rural  oriented assistance. A t  the same time, 
many functional programs, such as the MPP and ADCeT and C A W  do, 
of course, have their  own built-in evaluation efforts which w i l l  
provide useful information i n  the project design for IEG-AID rural  
act ivi t ies.  AID w i l l  tap a l l  of the information existing lozally 
to he& i n  this  regard and perhaps such accumulated experience 
w i l l  be the best guide. The degree of success achieved in  
actual assistance efforts ultimately will be dependent on how 
far  i n  the direction of equit;y the Ethiopian planners and 
decision-makers are prepared to go which, i n  major part, w i l l  
be a function of their abi l i ty  to break down those increasing 
bottlenecks inherent to local capaci-ty that w i l l  emerge with 
each successive production effort  that i s  initiated. 

Ost.eriibly, the move to decentralize planning and executing 
authoriw for local programs to  the local level should help over- 
come the problem of reaching the poor. However, as indicated i n  
the M P  consultant study ( ~ o c a l  Government Reform i n  Ethiopia of 
January, 1974), this development could just as easily be used to 
enrich the provincial e l i t es  both economically and poli t ical ly 
a t  the expense of those groups AID seeks to  help. This possi- 
b i l i t y  w i l l  require that AID, before undertaking aqy extensive 
effor t  through the awra ja structures, w i l l  attempt to arrange 



with the IEG for  suff icient  popular participation to help 
ensure that  the target group is in fac t  the one benefitted. 
AID w i l l  have the opportuniw to assess and l a t e r  influence 
these develapments a t  the awraja level through its i n i t i a l  
p i l o t  efforts  in  the area of rural, non-formal education. 

The need of discipline ar i ses  i n  applying AID1s  strategy 
goals to AID1s  internal decisions on those ac t iv i t ies  it w i l l  
and wl11 not assis t .  In  all cases the relationship of proposal 
to strategy must be proven to be d i rec t  for  the proposal to  be 
e l ig ib le  for AID assistance. If  it is not, A I D  either w i l l  
avoid providing the assistance or  attach t o  the provision of 
AID assistance those conditions tha t  w i l l  achieve suff icient  
directness and c l a r i w  i n  that  relationship and otherwise meet 
the c r i t e r i a  i n  Section B3 above. 

& e a w ~  of the Resources 

Ikspite the magnitude and complexi-ty of the problems and 
constraints involved i n  working toward AID1s goals, there are 
reasons to believe tha t  a reasonable impact can be made with 
the totaliw of resources potentially available from AID and 
othera. AID1s proposed assistance, irrespective of the form it 
takes, w i l l  f i t  within a larger Ethiopian framework of effort .  
A t  one extreme, AID may make a minori-ty contribution to a sub- 
s t an t i a l  Ethiopian national program, as with the MPP; a t  the 
other extreme, AID may on its own, but under Ethiopian direction, 
undertake a p i lo t ,  experimental program, as  with i n i t i a l  assis- 
tance ir non-formal education. Where the inputs AID could con- 
ceivably meke would be insufficiently re la t ive  to the problem, 
A I D  would join forces with another donor, such as might be 
done with the World Bank for  a national marketing program. 
Other examples along these l ines  could be cited. The point is 
tha t  AID would not undertake aqything on which it could not 
envisiozl having a significant impact i n  terms of the part icular  
constraint being addressed. 

The only major difficul-ty tha t  A I D  could experience i n  th i s  
connection would be the adequacy of IEG financial s u p p ~ r t .  Because 
of the events of 1974, the I E G  w i l l  have martgaged a certain pro- 
portion of its future resources for  increased recurrent budget 
costs which w i l l ,  t o  some degree, e a t  in to  those domestic source 
funds (revenues and borrowings) available for  capi tal  expendi- 
tures. The f u l l  implications of this w i l l  have t o  be assessed 
later. 



' Am6~r i a t enes s  of the AID Instruments 

Last is the question of whether there are the assistance 
approaches and instruments available to AID appropriate t o  
the results  sought. The varying nature of €he rura l  develop- 
ment cpnstraintr: which need to be dealt with, together with 
the operative Ethiopian conditions, w i l l  complicate the task 
of selection. Some examples of approaches that  come t o  mind 
may be outlined now, but even these may have to be somewhat 
revised l a t e r  as A I D  gets closer to the design stage. 

Finsncial assistance w i l l  be needed to overcome the 
domestic resource constraint and certainly a continued agri- 
cultural sector loan is the best possible tool for that  
purpose. Indeed, as A I D  begins to see just how well the 
Ethiopians are proceeding on their  own 4th Mve-Year Plan 
targe", i n  rura l  development, the agricultural sector loan 
mey be modified to a rura l  sector loan i n  the event the IEG 
and .4ID determine that  local f inancing has become a major 
hinderance to execution of otherwise sound rural  education 
and health programs. The sector loan should also serve as 
a key polioy instrument and w i l l  be so modified t o  enable AID 
to  fur+iher Ethiopian policy and program execution either i n  
d i rec t  support of AID'S own act iv i t ies  or i n  support of those 
efforts  of the IEG or others which A I D  has identified as key 
constraints to achieving its rural  development goals. Examples 
of th i s  l a t t e r  case are perhaps rural roads and water where the 
need for  AID operational involvement may not ar ise  (except as 
noted in &c above) because of the prospective contributions 
from other donors. 

Financial and technical assistance w i l l  probably need t o  
be co~bined for  s e t  tlement/re-se ttlement programs, for a na tiondl 
cadastral survey, for  crop production, for HSIU, for  rura l  
education and for  area development schemes such as the one a t  
Ada (ADDU) . The ADDU pro Ject offers AID a unique opportunity 
i n  Ethiopia as a laboratory for  developmental experimentation 
with smellholders. During the next five years ADDU can be 
expected fo  reach the point of creating a demand for new e w y -  
ment opportunities and the necessary social services t o  support 
that  growth i n  employment; this  w i l l  warrant AID1 s support. 

There w i l l  be a heavy policy content in a l l  of AID'S 
assistance since AID is convinced that  rural  change w i l l  come 
about through its program efforts  only as new policy is adopted 



by the Ethiopian government. Thus, settlement programs can 
offer AID w i t h  the IEG the means of effecting favorable land 
tenure policy in the area, and ultimately beyond. A I D t  c 
involvement i n  rural education, building on the ear l ie r  experi- 
mental period, can help bring about the necessary policy change 
from academic to rural relevant education. What these examples 
also Sndicate, however, is tha t  often the kind of improvement 
AID seeks w i l l  best--if not only--be accomplished through 
involvement i n  program execution, and that  AID cannot l i m i t  
i t s e l f  e i ther  to a policy approach alone or  to pi lot ,  experi- 
mental phases. This wider involvement also has the advantage 
of providing the US with a t  l e a s t  the m i n i m  v i s ib i l i ty  tha t  
is important for demonstrating to the Ethiopian population a t  
large the in teres t  AID has i n  the i r  self  improvement. 

The Assistance Reauirements, 

a. Financial, 

AE indicated in the section of FFYP Assistance Requirements 
and Prospects (A.4.c ) and i n  the Rationale for AID Assistance 
sections ( ~ . 1 )  above, the overall IEG assistance requiremznts 
for the FFYP period w i l l  be significantly larger than during 
the previous plan period. 

Successful implementation of the Plan w i l l  require that  
there be a steadily increasing level  of technical and capital  
assibtame to  expand IEG absorptive capacity and overcome 
external and donestic resource gaps. A I D  resource transfers 
during th is  period are expected to be an important component, 
both quantitatively and qualitatively, of all donor resource 
flows s~ppor t ing  the FFYP. 

The prospective content of the AID program is outlined in  
Section C below. To cost out the AID program for  the period 
1975-79 would be exoeedingly d i f f i cu l t  i n  view of the numerous 
exogenous variables--economic, social  and poli t ical ;  external 
and internal; short run and long run--which w i l l  a f fec t  the 
assistance equation. A t  th is  point i n  time, it is possible only 
to discuss gross magnitudes. 

Over the past three years, the to ta l  AID program has 
averaged $20 million per year. I t  is anticipated that  during 
the FFW period, this t o t a l  w i l l  remain relatively constant 
or  w i l ? .  rise somewhat (excluding emergency and long-term 
rehabil i ta t ion assistance requirements occasbned by the current 
drought/f amine si tuat ion)  . Whether the level  remains constant 
or r ises ,  the in i t i a t ion  of new AID assistance ac t iv i t i e s  w i l l  



depend upon the speed with which the IEG i s  able to plan and 
implement FFYP programs and upon its financial capability. 
It also depends, of course, upon the level of overall AID 
appropriations over the next five years. 

In general, i t  is anticipated that m s t  of the programs 
which AID w i l l  be assisting w i l l  be ini t iated during the f i r s t  
two years of the FFYP period and that the bulk of financing 
for these programs w i l l  come during the f i r s t  three years of 
the period. It is also anticipated, however, that i n  years 
four and five, new ini t ia t ives  within AID'S strategy may well 
emerge which w i l l  require financing. For example, there i s  
a good possibility of a Phase I1 program for the Ada project 
areas which would broaden the current program to bring addi- 
tionai AID resources to  bear on rural  employment, family 
planning and other equity considerations growing out of a 
successful Phase I small farmer production effort.  In addition, 
the Sollthwest Comprehensive Settlement project might be imple- 
mented as a phased activity with a Phase I clearing and opening 
operation, and a Phase 11 and perhaps 111 for production, 
malaria control, non-formal education, family planning and 
a small-scale rural industries program. A national cadastral 
survey is another possible l a t e  start. 

,Thus, even with the bulk of assistance for currently 
planned programs coming i n  years one through three of the 
FFYP, there is considerable justification for projecting both 
new and expanded in i t ia t ives  i n  the l a t t e r  years which w i l l  
keep AID resource requirements (not including imediate rel ief  
and long-term rehabilitation assistance) a t  about the s a E  
levels i n  years four and five, or higher. In general, the 
annual grant program will  be i n  the $5 to 6 million range and 
the loan program in the $10-20 million range or higher. Due 
to the unevenness of loan project development, the annual 
levels w i l l ,  of course, vary from year to year. 

To the extent that AID policies allow, consideration 
should be given to  maximizing the grant element of the program 
by uti l izing grant rather than loan assistance wherever pos- 
sible. This wauld be in response to the UNDP-led in i t ia t ive  
to provide as much soncessional assistance as possible to the 
specially identified 25 "least developedn or p o ~ r e s t  countries, 
of which E$hiopia is the most populous. Thus, on the basis of 
a $20 ndllion level, the grant element should increase to $7 
or $8 million. 



Along these same lines, should the in teres t  rate,  terms 
and conditions of AID loans be softened or gradated i n  some 
way, Ethiopia should be among those countries granted the 
mst concessional tern.  

Given the rural  development and employment generation 
emphasis of the IEG1s development program, the foreign 
exchange component of external resource requirements is 
l ike ly  t o  be considerably reduced from the levels of recent 
years, and the local cost element, as a percentage of to ta l  
project costs, w i l l  increase. AID has had a reasonably 
l ibe ra l  policy toward providing assistance on local  costs. 
This policy should continue and, t o  the extent the I E G  
domestic resource si tuat ion worsens, AID should have the 
f l ex ib i l i tg  t o  increase its local cost support on a case-by- 
case basis. 

The PL-480 Food for Work Program i n  Tigre and Eritrea 
provinces has been averaging $1.8 million per year i n  recent 
years ' (not including emergency programs associated with the 
famine re l ief  ef for t ) .  Over the next five years AID might 
well anticipate a reduction and gradual phase-down of AID'S 
iwolvem~nt in  this program. Such a possibi l i tg is related 
to the objectlive of stimulating additional food production 
capacitg in the drought areas through the efforts  of the 
rehabilitation program to  be in i t ia ted  i n  FY 1975. The ra te  
w i t h  which A I D  disengagement can proceed w i l l ,  of course, be 
detemined by the success of these efforts,  the avoidance of 
my re-occurrence of the drought and other factors, such as 
the ~ o a s i b f l i t i e s  of re-settlement. 

It i s  A I D 1 s  objective to  increase the ut i l izat ion of 
Ti t le  X population/family planning funds above the level of 
recent ;rears as FPW act iv i t ies  i n  Ethiopia can be ini t iated 
or expanded. 

Consistent w i t h  the anticipated financial requirements 
discussed above, A I D  manpower requirements -- i n  terms of 
American personnel required to  manage and implement ihe program -- 
w i l l  remain during the 1975-1979 period a t  about the 1974 level  
of 60-70 project implementing personnel and 20-25 planning and 
suppor 'i, personnel. 



1 )  Mrect  Hire 

T k r e  are currently 23 Direct Hire positions authorized 
t o  manage the b i la tera l  program (plus an additional ten 
personnel stationed in Addis Ababa who have regional responsi- 
b i l i t i e s ) .  This compares with 59 authorized (and 45 on-board) 
positions i n  April 1970. It i s  anticipated tha t  approximately 
this personnel level  w i l l  be suff icient  to manage the program 
as currently projected. The one significant variable which 
might require additional direct  hire  personnel is the current 
drowht/f amine si tuat ion and its magd tude , severity and 
duration. The Mission currently has one full-time office- s i  
two consistently working parttime on drought related ac t iv i t ies .  
The workload is, as of th i s  writing, still increasing however, 
and the assignment of additional personnel may be required. 

The two P A S .  positions now authorized i n  Ethiopia w i l l  be 
terminated i n  1974. Although there are no currently planned 
manpower positions which wodd necessarily require PASA 
technicians i n  the future, cases may ar ise  -- most notably 
i n  the a g r i c a t u r e  and land reform areas -- where US Governmznt 
agencies may prove t o  be the most suitable recruitment source. 
To the extent this occurs, the manpower supplied would consti- 
tute  a substitution fo r  those contract positions projected 
below. 

Contract 

A s  of April 1974 there were 61 contract technicians 
engaged i n  implementing the AID program i n  Ethiopia -- the 
majoriw d t  Haile Sellassie I University. While t5e m i x  
w i l l  change, due to the changed project composition over the 
next 2-3 years, the overall requirement during the DAP period 
is estimated a t  about the same or s l ight ly  larger level.  
There are, of course, several unknowns m 3 s t  significantly i n  
those pi-oject areas which would be the large users of technical 
personnel, as for example a national cadastral survey or  major 
rural road and water rehabili tation efforts .  Nevertheless, on 
balance i t  i n  anticipated that an average 60 to  70 -- rnostu 
QPEX -- contmc t technicians w i l l  be required during the FFYP 
period. 



C. - 
culture Sector Assessment 1. Bs;ri L/ 

a. IEGfs Overall Sector Ob-iectives 

Ethiopian economic development for  the indefinite future 
w i l l  ' ~ e  overwhelmingly dependent upon increased production in, 
and mnetary returns f r o m ,  agriculture. The sector contributes 
approximately XI percent of GDP, is the principal source of 
savings, produces nearly all exports, and provid the livelihood 
fo r  nearly 90 percent of Ethiopiafs population. v 

!RE IEG has long recognized the importance of agriculture 
i n b e  governmentls overall economic planning efforts.  But i n  
the preliminery Fourth Five-Year Plan strategy, the government 
has made some important changes in  the objectives of IEG 
agriculture sector stragegy. The Third Five-Year Plan tended t o  
place the emphasis on programs in  the c o m r c i a l  farming sector 
and on inaxidzing foreign exchange earnings from agricultural 
exports. The Fourth Five-Year Plan w i l l  emphasize increasing 
the income of the rural  population and expanding employment in  
the rml areas. In order t o  achieve income and employreent 
objectives major emphasis w i l l  be placed on programs to expand 
the production and productivity of small and medium-sized farms. 
Over the course of the FFYP the IEG w i l l  expand the scope of i ts 
agriculture programs to  enconpaas and involve several hundred 

subsistence level farm families now untouched 
programs. 

Since the employment and income distribution benefits derive 
from increased growth i n  the agriculture sector, the IEG w i l l  
seek t o  achieve an overall ra te  of growth in  the sector of 3.1% 
per annum ve. an estimated growth ra te  of 2.2% over the past 
decade, and an 8.55 annual ra te  of growth i n  cowmdity export 
earnings which would more than double the ra te  of growth of the 
past ten years. 

!RE impediments to agriculture sector growth and development 
i n  a country as  relatively l i t t l e  developed as Ethiopia are 
numerous, overlapping, and mutually reinforcing. There is a 
general concensus amng mst donors, largely shared by the IEG, 
that  the following represent the most c r i t i c a l  constraints 
impeding growth in  the agriculture sector: 

S8e the report prepared by AID consultant: Blase, Melvin G. and AID 
economist hk~cus Winter: flAssessmnt of Ethiopian Agricultural Sectorn 
USAID, Addis Ababa, December 1973 

m f t R e c e n t  Economic Performance and Future Prospects i n  Ethiopia" 
June 15, 1973 



h b r e  than half of Ethiopia's cultivated lands are 
famed by tenants who mke up mre  than half of Ethiopia's 
rural population. There are numerous forms of land tenure 
arrangements, many of which are extremely complex. In some 
areas of the mr th  right to tenure is based on kinship, lineage 
or t r i b a l  t i es  rather than individual ownership. In other areas, 
large - often absentee - land ownerg have holdings worked by 
poor tenant farmers who usually pay from one-third to one-half 
of their annual production in  rent, and who must of ten provide 
other services to the landlord as well. These tenants normally 
have l i t t l e ,  i f  w, security of tenure and may be evicted 
with l i t t l e  advance notice. Since the landlord normally w i l l  
not reimburse the tenant for  aqy capital improvements, or  for  
expandihures for such inputs as f e r t i l i z e r  and improved seed, 
the tenant has l i t t l e  incentive to make such improvement or 
to  increase productivity. 

In addition, population pressures and traditional 
landholding practices lead to  fragwntation of land holdings 
into increasingly smaller plots. It is common for a tenant 
farmer to have several non-contiguous plots several kilometers 
apart, each of which is less  than one hectare. 

Finally, Ethdapia has no proper system of land registra- 
tion. The boundaries of holdings are not recorded, there is no 
good basis for  determining the incidence of land tax. There is 
not even a very clear picture of the extent of, or  boundaries to, 
Ethiopian government land. 

All of these tenure problems taken together act as a 
severe zonstraint on the modernization or development of agri- 
culture. They serve as a disincentive to  investment and to  
increasing productivity. 

2) Lack of Rural RoaQ 

The vast majority of Ethiopia's farmers are not served 
by the present road system. It has been estimated that  only 
25% of Ethiopia's rural population is within a half-day's walk 
of a mad. Development in the transport sector during the f i r s t  
three plan periods was focused upon a r te r ia l  - primary and 
secondary - mad construction, with l i t t l e  having been done to 
provide the interconnecting capillary or local rural roads. 

See IBRD Vgriculture Sector Survey - Ethiopia1' January 15, 1973, 
Vol. 111, Amex 12, for  a mre  detailed presentation of Ethiopian 
land tenure arrangements 



Without some form of f arm-to-market and f eeder/access 
roads, IEG agriculture programs cannot reach the farmer. He 
cannot obtain improved inputs, or  extension services, nor does 
he have adequate access t o  markets fo r  h is  product. The lack 
of thehe roads was instrumental in  the decision to  locate the 
f i r s t  gmup of Minimum Package areas along already existing 
primary and secondary roads and thus, by necessity, denying 
the i r  benefits to vast numbers of f a r w r s  unlucky enough t o  
l ive  more than a few kilometers f r o m  a trunk road. A s  MPP and 
other government programs expand, the development, of low cost 
ru ra l  roads muet, by necessity, precede them. 

There are numerous autonomous and semi-autonomous 
agencies operating i n  agriculture, many of which do not publish 
their budgets o r  related financial information. Budgets of 
the ministries (other than ~ inAg)  are not organized in  a 
manner to make possible identification of spending i n  the 
agriculture sector. In general, planning and impleq'entation 
by these various agencies has been fragmented, uncoordinated and 
occasionally contradictory. 

There has been criticism, both within the IEG and by 
donor agencies, over the slowness with which program and project 
planning proceeds and, while there has been some improvement 
i n  the Planning and Ihgramming Department (PPD) of the Ministry 
of Agriculture, there is  s t i l l  much t o  be done, Similarly 
there have been problems with project implementation. The. 
ministry.hopes t o  strengthen the Extension and Project Implementa- 
t ion  Department (EPID) as  a pa r t i a l  response t o  th i s  problem. 

There is a continuing need for trained manpower i n  the 
agriculture sector. The IBRD Survey s t a t es  that  "...the present 
s ta f f  of manpower, plus planned output levels, are too low to  
meet the requiremnts of a meaningful development program f o r  
agricu3t-a , particularly for  personnel at-the middle and lower 
levels.  " 3 Maw of the improvewnts needed may be produced by 
educational changes recomnded i n  the Education Sector Review 
(assuming that  the ESR recownendations are implewnted i n  more 
o r  l e s s  the i r  present form). A strengthened education program 
i n  agriculture is also included as part  of the IDA I11 b a n  fo r  
education, and additional program in  t h i s  area would also, 
presumably, be included within IDA IV i n  1975-76. 

See tlAgriculture Sector Surveyt1 @. m., Vol. 111, Annex 19, for  a 
discussion of agriculture manpower requirements. 



Lastly there is  need for  clarification of policy 
guidelines and a much stronger sense of policy direction. 
Many 03-going projects now suffer from poor policy coordination. 
If there are to be increased numbers of expanded activi t ies in 
agriculture the managemnt system through which policy is 
effectuated must be made mre effective. 

4) Availability of Wdern I n ~ u t s  . 

Few Ethiopian farmers are now able to obtain modern 
agricultural inputs from any source. In m s t  of rural Ethiopia, 
credit is available only from private money lenders a t  
usurious rates. There are few banks in Ethiopia and most are 
located i n  urban centers. IEG credit programs for  peasant 
farmers are l imi ted  to  the MPP and other package projects. The 
Agricultwal and Industrial Development Bank (AIDB) which pro- 
vides funds fo r  the MPP program through EPID i s  fa i r ly  new and 
is not staffed to make loans directly to  small farmers. 

Thus, very few farmers have access to packages of improved 
seeds, fer t i l izer ,  pesticides and animal pharmeceuticals. The 
MPP is aesigned to make available packages of improved inputs to 
f armern only in MPP areas. By 1980, roughly 500,000 of Ethiopia I s  

m r e  than 4,000,000 farm families w i l l  be covered by the M i n i m  
and Comprehensive Package Programs. 

A responsive and reliable agriculture marketing system 
for  Ethiopia simply does not exist. The small quantities typi- 
cally sold by the individual farmer are handled by a complex 
system of small traders and merchants who typically have high 
costs and high -gins because they deal ip small lots .  There 
is a minimum of competition a t  the local level and the smll 
farmer has l i t t l e  bargaining power vis-a-vis the local odd l o t  
trader. The Ethiopian Grain Cbrporation, as currently s e t  up, 
deals principally with large scale conmx?rcial producers. 

Market information i s  not widely disseminated and wide 
margins, market spread, and seasonal price variation tend to go 
unchecked. In the absence of relative price stabil i ty,  n e i t k r  
the f a m r  nor the potential lender are overly willing to take 
r i s k s ,  to invest heavily or to expand production on a long-term 
basis. The development of a rationalized marketing system 
involving better dissemination of price information, increased 
competition, the eventual development of marketing cooperatives 
and price stabilization is a necessary ingredient i n  any meaning- 
f u l  agriculture developmnt plan. 
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6 )  1 
Only a bare beginning has been made in  applied and 

adaptive agriculture research i n  Ethiopia. Many important 
agriculture products in  dd l lgpu l ses ,  oilweeds, coffee, livestock, 
forestry and fisheries,  require considerably expanded research. 
Research data which has been developed on cereal crops needs to  
be augmented. Ties between Ethiopian researchers and their  
colleagues i n  relevant research programs elsewhere in  the world 
need t o  be strengthened. 

The principal agriculture research organization in  
Ethiopia - the Ins t i tu te  of A g r i c u l t w  Research (IAR) - has only 
been i n  elistence since 1966. Since i t s  outset it has been 
hanrper ed by inadequate budgets, diff icul ty in  timely recruitment 
of expatriate s taff  and i n  the limited supply of trained Ethiopian 
researchers available t o  work with IAR. 

There needs t o  be considerable emphasis placed upon 
expanding and upgrading IAR1s overall  research capability over , 

the FFYP period. According t o  the IBRD Ag Sector Survey the 
research program should concentrate on the development of input 
mixes which w i l l  have a high impact on production, a good economic 
return and which can be easi ly integrated into the major farming 
systems. In addition long range research should be undertaken 
i n  crops which could be be t ter  adapted t o  the Ethiopian environ- 
ment i n  order t o  speed ef for ts  a t  diversification. Also, research 
is required i n  such basic areas as i rr igat ion techniques, cropping 
practices, improved tools and farm i m p l e ~ n t s ,  i n  forestry, and 
i n  erosion control (approximately $300 million worth of nitrogen 
alone i s  l o s t  annually via  erosion, not t o  mention considerable 
quantit ies of phorphorous, calcium and other elements plus the loss  
of the  oil i t s e l f ) .  Lastly, Ethiopia needs t o  be more closely 
tied into the worldwide agriculture research networks for crops 
such as cereals, pulses, f r u i t ,  vegetables and f ibre crops. 

c. JEG Planniw f o r  Aericulture Developmnt 

During the 1950's the IEG commitment to agricultural develop- 
ment was very modest. Agriculture received less  than 5% of 
t o t a l  public investment which was otherwise largely committed 
to improvements i n  the transportation system, t o  defense and t o  
urban education, 

The period of the f i r s t  (1957-61) and second (1962-1966) 
f ive year plans saw some increasing government concern with, and 
i n v e s t ~ n t  in, the agriculture sector. Emphasis was on large- 
scale farm ac t iv i t i e s  and the establishment of agriculture service 
ins t i tu t ians  such as  the Awash Valley Authority, and modest levels 



of agriculture research. There was increasing attention devoted 
to technical training, extension cooperatives and community 
development. . 

In the Third Five 'Year Plan period ($968-1973) major emphasis 
i n  the agriculture sector was placed on accelerating the growth 
rate through developmnt of both large and small scale agriculture. 
But, bj 1973 only about 5% of the 4 million rural families i n  
Ethiogia had been even minimally exposed to modern agriculture 
t e  chmlogy . 

The agriculture strategy to  be employed during the FFYP 
period w i l l  focus increasingly upon improvements i n  small holder 
production in  settled areas (using the Minimum and Comprehensive 
Package Programs as the principal vehicles) and upon land develop- 
ment and e t t lemnt  programs in  less populated or unpopulated 
areas. In addition, the IEG w i l l  continue to  encourage com- 
mercial agriculture through gradually expanded programs in  
commercial irrigated agriculture and efforts  i n  research, market- 
ing and credit. 

i) Small Farmer Stratem 

The IEG Minimum Package Program (MPP) is the backbone 
of the IEG1s small f a r ~ r  strategy and will be expanded consider- 
ably during the FFYP period. This program, which focuses exclusively 
on small and medium-sized farmers with holdings of 20 ha. or less 
(an estimated 80-85s have less  than 10 ha.) is to  be the largest 
single effort  of the IEG directed a t  increasing the production 
and income earnings of Ethiopia's poorest people. Assisted prin- 
cipally via a series of proposed IDA loans, the MPP w i l l  continue 
to  feature delivery of a minimum-cost package of inputs t o  in te~es ted  
farmers i n  MPP areas. The number of these areas, each containing 
approximately 10,000 farm families, will be expanded from approxi- 
mately 48 a t  the end of 1974 to 90 or more by 1980. In addition, 
many of the new areas w i l l  be in  m r e  remote sections of the country 
which w U l  be opened up to  trade and transport by penetration 
road construction t o  be undertaken under the new MP programs. 
During the FFYP, the MP program w i l l  develop local marketing 
structures, which would eventually develop into farmer cooperatives, 
and mre diversified input packages, as well as an increasingly 
strengthened extension service. 

The MP program does not address the land tenure 
constraint directly, but re l ies  on the "model leasev1 concept i n  
some areas to  attempt to secure a mdicum of security from eviction 
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for tenant farmer participants in  the program. It is, however, 
unc1ee.r to what extent model lease arrangements have served 
t o  reduce the ra te  of, or deter, eviction in  MF areas. 

One important new project component t o  be added 
t o  the MP program is the developmnt of pulse production on 
small and medium-sized ferms. This program w i l l  probably be 
in i t ia ted  in FY 1975, and w i l l  be composed of three phased stages: 
research, implemntation/extension and marketing. Over the f ive  
year lifespan of the project, a s  curaently envisioned, 12,000 
small and medium-sized MPP f a r m r s  w i l l  benefit from the program. 

The comprehensive packages programs : CADU ( Chilalo 
Agricuiture Development unit), WADU (Walam Agriculture Develop- 
ment Unit), and ADDP (Ada Dis t r ic t  Development Project) estab- 
lished during the TFYP period are designed to t e s t  experimental 
packages of inputs i n  a variety of infrastructure settings. A s  
pieces of these experinrrntal projects are proved successful they 
are grafted onto the MP program ei ther  as  improvements i n  the 
basic package of inputs, improvements i n  administrative procedures, 
or as  a m r e  sophisticated second o r  third phase input package 
fo r  those MP farmers who have demnstrated the i r  ab i l i ty  t o  
graduate from the simple f i r s t  phase package. 

' c)  and Tenure Programs 

The IEG appears to recognize that  changes i n  land 
tenure arrangements are c r i t i c a l  t o  agricul$ural developmnt 
generally and to  improving the l o t  of Ethiopia's rural  poor 
specifically. However, there is  general acknowledgement that 
there are limits to what the government can hope to  acwmplish 
i n  the short and medium term to substantially ameliorate the 
land tenure constraint to development. 

A package of proposed legislat ion has been developed, 
and the f i r s t  piece of t h i s  legislat ion - designed to  increase 
security of tenure - has been approved by the governmnt and has 
been i n  Parliament for  consideration during the l a s t  three sessions. 
Thu far ,  Parliament has fa i led  to  approve the proposal due t o  
opposition by both vested land holding interests  who f e e l  the 
legislat ion goes too f a r  and by l ibe ra l  elements who fee1,the 
legislat ion does not go f a r  enough. 

In the absence of legislation, government programs 
t o  resolve the tenure constraint are obviously hampered. Never- 
theless, the FFYP outlines several in i t ia t ives  t o  be taken by the 
g o v e r n ~ n t  over the Plan period which w i l l  address some aspects 
of the overall land tenure problem. There are to be expanded 
programs in  land survey and registrat ion i n  order to  clearly 



delimit the extent and nature of governrrrent lands and eventually 
to improve the land tax system. In addition, the , IEG recognizes 
the need t o  impruve the g o v e m n t l s  capacity to implemnt legis-  
l a t i v e  and executive decisions i n  this area,, as  they are taken, 
i n  order t o  avoid problems of ine r t i a  and lack of momentum. 

The Minis t r y  of Land Ref orm Administration (MLRA ) , 
organized in  1966 to,  implement land reform ini t iat iyes,  w i l l  
continve to require strengthening i n  its middle and senior level  
manpower ranks. To t h i s  end UNDP has .agreed t o  provide assistance 
through FA0 t o  help the' I E G  establish a Land Reform Training 
Ins t i tu te  i n  CY 1974. This ins t i tu te ,  under the auspices of 
MLRA, muld t r a in  Ethiopian technicians in  the various specia l i t ies  
requlred over the coming years to implemnt land reform in i t ia t ives .  

The governmsnt has considered two separate but 
compatible programs f o r  settlement of landless farmers and evicted 
tenants from the Ethiopian highlands i n  the four west and south- 
western provinces of Welega, Illubabor, Keffa and Gemu Gofa. 

The first program - I1accommdation settlementn - 
would be managed by MLRA and assisted by IBRD, muld focus on 
remving major constraints which now prohibit or  deter s e t t l e r  
mvement, into underdeveloped areas. Government ac t iv i t i e s  might 
include msquito and t se tse  fly control, construction of access 
r o d s ,  provision of village water supplies, and an outline plan 
fo r  the-overall development of the accomdation areas. 

The other program - llagriculture development se t t l e -  
m n t w  - would be administered by the Ministry of Agriculture and 
might ccntain all the facets  of the accommdation settlement 
program plus the development, and provision to the farmers, of a 
package of improved inputs f o r  assisting agriculture production. 

These alternative approaches would be reconciled 
by the IEG early i n  the Plan period. During the course of the 
Plan marry tbusands of otherwise landless small f a r m r s  w i l l  be 
se t t led  i n  high potential areas of west and southwestern Ethiopia. 
Success i n  these i n i t i a l  programs w i l l  eventually lead to  
additional settlement programs i n  other parts  of the country. 

d) .. &riculture Research 

Agriculture research, especially as it relates  to  
both the MP and comprehensive package program, is to receive a 
substantial  increase i n  resources allocations during the FFYP 
period. The Ins t i tu te  of Agriculture Research (IAR) w i l l  receive 
a large share of the U.S. $17 million which the IEG is tentatively 



earmarking fo r  capital expenditures in  research related to  
agriculture. This w i l l  be divided between agronomic and animal 
husbandry research and research on cultural technique and 
production metbds which are bet ter  suited to  Ethiopia's needs 
than are t b s e  presently employed. A major emphasis w i l l  be 
placed on finding methods of improving production efficiency 
fo r  those agriculture commodities which have the best prospects 
for  diversifying highland agriculture and for  increasing export 
volume and/ors valw . 

As indicated above, the small producer i s  unable 
to maAmize h is  returns because the marketing system, as it 
is rn constituted, constrains him to s e l l  h is  product to  
private buyers i m d i a t e l y  a f t e r  the harvest when prices are a t  
the i r  l o w s t  levels. The developmnt of a more equitable market- 
ing stmlctum in i t i a l l y  for  grain crops, but eventually for  other 
products as w e l l ,  is  t o  be given high priori ty during the FFYP 
period. 

The IEG i s  now i n  the process of planning a major 
revision of the government's current grain marketing act ivi t ies .  
The Ethiopain Grain Corporation would be reorganized into a new 
organization perhaps to  be called the Agriculture Marketing 
Corporation. The AMC would expand ac t iv i t ies  a t  a f a i r ly  rapid 
ra te  to cover all of the important agriculture areas of the 
country by 1980. The program muld establish government bwing 
stations in  the principal grain areas, develop increased storage 
capacity a t  the regional and provincial level, and would attempt 
to reduce transport and other intermediate costs. The AMC would 
ale0 improve central administration, especially financial manage- 
ment, of the IEGfs marketing mechanism. 

The overall objectives of the new organization 
w i i l  be (1) to  reduce intra-year and inter-year fluctuations 
i n  prices f ~ r  the major agriculture products ; (2) reduce the 
costs of performing normal market functions - transportation, 
storage, grading, processing, etc.  - and so reduce consumer prices 
and/or increase returns to the producer ; ( 3 )  increase product 
quality; and (4) enforce a standa ized system of weights and 
measures througlmut the country. i? 

8 )  -1 Roada 

An IEG working group on rural  roads development was 
established i n  1972 to study the problems and constraints impeding 
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the development of low-cos t penetration and f arm-to-marke t 
roads i n  Ethiopia, and to make reconunendations "for breaking 
the impasse, which constitutes one of e greatest Bottlenecks 
i n  the development of the buntry," P T h e  working group Sub- 
mitted a lengthy report to the government i n  1973 calling fo r  
development of a national local rural mads program as  quickly 
as  practicable. Inter a l i a  the group concluded that: 

1 )  There must be a coordinated program of 
ru ra l  roads development in Ethiopia; 

2) The standards and costs of such roads must 
be adjusted substantially downwards from 
the present IHA service to  t r a f f i c  standard; 

3) The increased boost t o  the econoqy from an 
expanded rural road sys tem muld provide ( af ter  
a substantial lag) the incremental revenue 
base t o  finance to ta l  maintenance costs of an 
enlarged road network; and 

4)  The rura l  mads system would: improve access 
to markets and help accelerate rural  develop- 
ment, create construction and maintenance jobs 
i n  rura l  areas, and fos ter  increased local  
participation i n  developmnt. 

The Working Group indicated that the I E G  would have 
an i n i t i a l  capacity t o  construct about 1000 km. of these low cost 
rura l  mads per year, but that, as experience was gained over 
time, this capacity might expand to  3000-3500 km/yr, by 1980. 
A t  f i r s t  local  rural  road construction would be t ied principally 
to  MPP expansion, and minirmun standard roads for  the comprehensive 
package projects . 

Once tk pi lo t  awraja' program i s  underway and the 
local  awraja administrations are functioning, it is envisioned 
that  these organizations would serve as  the f o c i i  fo r  determining 
p r io r i t i e s  f o r  local rural  construction and muld assume respon- 
s i b i l i t y  for  maintenance of roads once constructed. The recommenda- 
t ions of the Working Group have not yet  been approved by the 
Council of lhinisters. Most observers both within and without 
the government f e e l  that IEG action is of u t m s t  importance because 
of the urgent need to move into the implementation stage as soon 
a s  possible. 

I/ IEG Planning Cohissiom OfTice lflbcal Rural Roads Program i n  Ethiopia, l1 

Addis Ababa, February 1973, VoP. I, Page 1 



2) m e  E m r t  S t ra tem 

The second principal objective of FFYP planning in  
the agriculture sector is to mrkedly increase Ethiopia's 
export earnings. This objective is not entirely unrelated 
t o  the small-farmer strategy, since, as in  the case of pulses 
and coffee a large portion of increased small farmer production 
would flow directly into the export market. 

The IBRD report "Recent Economic Performance and 
Future Prospects i n  Ethiopian (June 1973) looks a t  needed export 
growth i n  the larger macro-economic context and notes that the 
overall rate of growth in  exports of something like @% w i l l  be 
required if the economic growth rate i s  t o  reach 6% and per 
capita growth is to  reach 2-2%. Given the limited growth 
potential for coffee, export expansion w i l l  have to come in  
large part through diversification efforts  in agriculture, and 
possibly mineral exports such as copper an4 i f  current explora- 
tion efforts  are successful, natural gas or  petroleum. Signi- 
ficant levels of export of manufacturers w i l l  not be achieved 
during the FFYP period. 

In addition, according t o  the IBRD, the export strategy 
depends heavily qmn the requisite pricing, monetary exchange 
rate, and other incentive factors which IEG financial and mone- 
tary authorities must address. 

Coffee w i l l  undoubtedly remain Ethiopia's leading 
export a d  foreign exchange earner fo r  the foreseeable future 
and, as such, w i l l  be a major area of program emphasis. Drought 
and coffee disease are currently hampering production and are 
l ikely to  continue t o  do so i n  the near t e n .  Offsetting this,  
to some degree, i s  the likelihood Of the current high world 
prices continuing fo r  the next 2-3 years and possibly beyond. 
The emphasis i n  Ethiopia's coffee-related programs w i l l  be qmn 
improving quality and in  increasing the percentage of improved 
to uniinproved coffee within to ta l  coffee exports. 

stoc4. Even tbugh livestock and related act ivi t ies 
have iscreased i n  value from U.S. $16 million in  1968 to $35 million 
i n  1973, the Agriculture Sector Survey concluded that, in  terms 
of its p o t e n t i 4  contribution to the economy, the livestock sub- 
sector was contributing less  than any other agriculture subsector. 
Thus the improvement potential i s  very great and, as a result,  
the FFYP gives a high priority to  development i n  th is  sector. 
The major components of the proposed program would include: infra- 
structure improvements relating to  animal health, production 
research, educational and marketing services, and projects which 
would channel technical and financial assistance directly to  
livestock owners. 



Co~mrcial-scale aaricultural prolects - primarily 
irrigated projects under the aegis of the Awash Valley Authority 
(AVA) * -  w i l l  also continue to  receive government resources. 

. The relative priori ty of these projects compared to small-farmer 
progrem w i l l  not be a s  high as i n  the TFYP. 

The AVA has thus far  developed 55,000 ha. for  irrigated 
agriculture (primarily cotton, sugar and tobacco) of an estimated 
175,000 ha. suitable for  such development. During the FFYP the 
AVA w i l l  continue to  develop c o m r c i a l  irrigated agriculture 
pr0ject.s oriented primarily for export, but it i s  anticipated 
that same planned s e t t l e ~ n t  of small farmers and nomads w i l l  
take place along certain portions of the Awash during the FFYP 
period. 

d . Resource Reauirements 

In  the absence of an IEG approved indicative funding level 
for  projects and programs i n  the agriculture sector budget, the 
IBRD Agriculture Sector Sumey projections serve as the best 
available indication of resource requirements i n  the sector. The 
survey se ts  out a 10-year ttIndicative Development Programff fo r  
the sector (including a modest amount of rural road construction). 
The projected cost for  the f i r s t  five years of th is  i l lustrat ive 
program in agriculture is approxi tely U.S. $240 million (of 
which $20 million i s  for  roads). b 

In FY '1 72 and FY 1973 IEG self -f inanced expenditures in % agriculture averaged 3.6% of to ta l  self -f inanced expenditures 
or  about U.S. $9 million per year. The best estimate for  FY 1974, 
the l a s t  year before the FFYP goes into effect, i s  that agriculture 
w i l l  account for  3 . s  of to ta l  self -f inanced expend ' tures of 
approxhBely U.S. $310 million or $11.8 million. Given the 
ra te  of increase of lo.% annually over the past 5 years, the IEG 
self-financed to ta l  expenditures i n  the agriculture sector during 
the FFYP period should be i n  the range of $80 to $100 million. 
The remainder, or about $130 million, would have t o  be met by external 
donor assistance. Given what is known about donor plans and 
assistance projections, th is  level of $130 million per year should 
be reached. Much depends, however, on the abi l i ty  of IDA to secure 

ItAg Sector Survey.. ." Qp. m., Vol I, Pages 42-51. 

As defined by the I E G  i n  i ts Budget. 

With the droiight situation persisting throughout the ~ a r ,  and with 
the resignation of the government, and increases in recurrent costs 
for  military and teacher salaries taken together with decreased revenues 
from petroleum products, it now seems virtually impossible for the 
government to  reach th i s  investment level. 



sufficient replenishment funding t o  engage i n  the level  of lend- 
ing which it desires t o  undertake i n  Ethiopia during the 1975-79 
period. 

e .  Other Donor Prorrrams and Areas of Concentration 

, There are a number of b i l a t e ra l  and multi-lateral donors 
which have been, and w i l l  remain, active in the agriculture 
sector. The mst iarportant 'in terms of to ta l  resource transfers 
are the IBRD/IDA, UNDP and Sweden, with the Federal Republic of 
Germaw, Italy,  France, Japan and the UK also being substantial 
donors. The USSR, YUgoslavia, the People s Republic of China 
have !.n recent years provided substantial, Wti-purpose credi t  
agreements totaling more than $200 million. These l a t t e r  credi ts  
have been drawn down very slowly. 

lbbal capital  aid to Ethiopia has been increasing due prin- 
cipal ly to expanded lending by IDA. Current forecasts see 
LBRD/IIZA heavily involved i n  MPP expansion, comprehensive package 
projects, livestock, accommodation se t t lemnt ,  irrigated agri- 
culture, agriculture-related education, long-range drought 
rehabil i ta t ion and local  rura l  road construction, among other 
things, over the next f ive years. 

'Ex? UNDP also plans an expansion i n  i t s  program i n  Ethiopia 
during the 1975-80 period. During 1972-76, UNDP has rojected 
a technical assistance program totaling $20 million. 9 For 
1976-81, UNDP is tentatively projecting a technical assistance 
level  of $39 million - almst double the current level. 

The UNDP technical assistance program i s  t o  be further 
rationalized and !'tightenedv i n  the Country Program Paper now 
being prepared. Based on present plans, the following are t o  
be the major FFYP effor ts  of the UNDP and related organizations 
i n  agriculture: planning assistance t o  the Ministry of Agriculture 
and the PC0 ( i n  conjunction with IBRD), research assistance t o  
IAR, assistance i n  developing and staff ing the Land Reform 
Inst i tute ,  plus other land reform assistance, assistance t o  MPP 
and the comprehensive package projects through FAO, assistance 
t o  the Awash Valley Authority, technical assistance to  the A I D  
Bank, assistance to livestock development ( including veterinary 
medicine and rinderpest), a small amunt of technical assistance 
t o  the Dairy Development Agency, and, potentially, considerable 

This figure nay have t o  be increased i n  order t o  prevent a downturn 
i n  the annual level i n  1975 and 1976. Considerably m r e  than 3/5ths 
of the .$XI million was expended during the f i r s t  three years of the 
Indicative Planning Figure ( IPF) period. 



short, medium and long term assistance for drought and famine 
rel ief .  In addition, WFP is planning reforestation projects i n  
Eritrea, Tigre and Wollo using Food-for4ork commodities to 
be supplied by the U.S. 

Swedish technical assistance currently running a t  $6-7 
million per year w i l l  not show a downturn during the FFYP 
period, and may show an increase to  something l ike  $10 million 
per year. An increase above this level, however, would depend 
qmn the Ethiopian governmentls undertaking a substantial effort  
to improve the land tenure relationships between tenants and 
landlmds. Sweden w i l l  continue t o  support the MP &@am, 
CADU and IIIR. In addition, Sweden may be willing to support the 
local rural roads program. 

The U.K. w i l l  continue to  assist  the Ministry of Agriculture 
with trained expatriate manpower, but w i l l  attempt to be more 
selective in agreeing to the s lots  which U.K. technicians are 
to f i l l  in  order to maximize their development impact. The U.K. 
is to be heavily engaged in  livestock through continued assistance 
to the Livestock and Meat Board, i n  the training of livestock 
 assistant^ and assistance to the JP 15 Rinderpest campaign. 
Another important UK-f inanced program is the joint E thiopian/UK 
aerial  mapping mission dw to be completed i n  1976. 

The principal West German program in  agriculture i s  their  
regional agriculture development-effort i n  Wollega which w i l l  
help devslop improved seed and agriculture production in  parts 
of that province over a twelve year period. 

The Netherlands, Norway, Denmark, France, Finland, Canada, 
Japan and the PRC also are expected to provide assistance in  the 
agriculture sector during the FFYP period. 

f. The A I D  Promam in  h i c u l t u r e  

Within the agriculture sector AID bilateral and regional 
resources w i l l  be increasingly focused on key constraints which 
serve to'impede growth i n  production and productive capacity of 
the small farmer. AID w i l l  reinforce the IEG1s own efforts  to 
bring development to the poorest segment of Ethiopials rural 
population. 

Given the limited amount of AID1s resources likely to  be 
available for this  task during the FFYP period, A D  assistance 
wt11 be coordinated closely with assistance from other donors, 
as %ell as with the IEGts own resources. It will be directed 
only into projects and programs wkre the IEG and AID mutually 



agree upon their high priori ty ranking, and upon the high degree 
of likelihood that the pro ject/program w i l l  substantially con- 
tribute to  overcoming constraints hindering achievement of growth 
and equity targets i n  the sector. 

\ The subsectors &ich now appear to offer the best opportunity 
fo r  AID assistance in agriculture are: 

1 )  Continuation of our Ada Project as the central element 
of the IEGts Ada District Developmnt Project (ADDP). This 
project serves as one of the I E G t s  comprehensive package projects 
which, i n  th i s  case, tes ts  low cost integrated input packages 
together with the development of minimum standard low cost infra- 
structure. This i s  seen as a possible low cost alternative to 
CADU. Successful experiments a t  Ada w i l l  be fed into the 
Minimum Package Program for wide scale replication in other 
parts of the country. 

2) Expansion of our current Rural Agricultural Development 
project from its current emphasis on assisting the agricultural 
production aspects of the MPP to include assistance to rural 
non-formal education (described i n  the education sector sect ion 
of t h i a  DAP), and limited asssance to  the awraja local self- 
government program. The structure of this  project would then 
paral lel  that of the I E G t s  own integrated rural  development 
initiatives. 

3) Restructuring of our Agriculture Sector Planning project 
to become the technical assistance adjunct to  the Agriculture 
Sector h a n  (ASL). The two assistance tools would become two 
inter-related facets of the same AID assistance effort  directed 
specifically a t  improving the I E G 1 s  own capability to overcome 
key constraints t o  development. 

4) Redesign of ASL to direct it mre precisely a t  the 
policy and prograni objectives of the AID rural  development 
strategy supportiqg major FFYP goals. 

5) Continuation of the new pulses production project 
ini t iated in l a te  1974 or early 1975 which helps develop and 
expand research, and production by small farmers of a se t  of 
crops for  which there are projections of a healthy internal and 
external market demand for the future and for  which t k r e  i s  a 
demmtrsted capacity of small farmers to produce profitably. 



6) Assistance for  loca) rural road construction i f  suffi- 
cient financing is not available from other sources. 

7) Assistance to the Southwest Development .program of the 
Ministry of Agriculture which would evolve from the AID-financed 
pre-feasibility/f easibil i ty study of the Southwest undertaken 
in  1974-1975. 

8 )  Contribution of an assistance component to the IBRD/IIA- 
financed natlonal grain marketing project. This project muld 
rationalize the marketing of all grain crops, extend the scope 
of the I E G 1 s  grain buying to include new areas of the country and 
greatly enhance the small f m r f s  abi l i ty  to  get a mre equitable 
return for his product. 

9) Assistance as pali t ically feasible for a national land 
(cadastral) survey which would survey all. land holdings. It.1 a 
country where there are virtually no land records this is an 
indispensable step toward eventual land reform programs and 
provides a better basis for determining land tax l iabi l i ty .  

In addit ion, intermediate and long range development assistance 
is foreseen for drought affected portions of Ethiopia to develop 
their capacity to  withstand future drought conditions and to  
increase the capacity of those areas to support their present 
and projected populations. This assistance muld be substantially 
oriented toward small farmers. It may also include livestock 
stabilization and range management as important compo~nts of a 
drought rehabilitation effort.  

Each of the above projects/programs shares the objective of 
overcoming key constraints to  bringing development to Ethiopian 
rural poor. The target groqps are, without exceptions, subgroups 
of the D r e s t  segment of the population. These programs are of 
high priorily to the I E G  as evidenced by preliminary FFYP 
planning documents. They are in  h m n y  with what other donors 
are doing and planning in these and related subsectors. Finally, 
they are among t b s e  things which American technical. and capital 
assistance resources can do well. These programs do not provide 
assistance across-the-board; there i s  no assistance for amng 
other things conrtrrercid agriculture (such as the AVA) or for coffee 
improverrrent. In these l a t t e r  cases, and others, either other 
donorst resources are deemd adequate, the IEG i t se l f  has sufficient 
resources, there are private resources available, or, i n  some 
cases, the U.S. does not have the competence qualitatively com- 
parable to that available for activi-bies we have chosen. 



Ethiopia, even by African standards clearly lacks an adequate, 
relevant eystem of education. Of the countryls adult population, 
estimated a t  13.6 million i n  1972, 12.8 million had never been t o  
school. &nag school age children, 1% of potential primary 
school age were actually i n  school, of secondary school age 
the correqondlng figure was 4%. 

Yet, even a t  these low levels of educational opportunity, 
school graduates have been finding it increasingly diff icult  t o  
secure employment. In recent years secondary school enrollment 
has been expanding a t  a ra te  of 2% per year while the annual GDP 
growth ra te  has averaged 5%. This imbalance has created a situa- 
t ion of rapidly increasing urban unemployment among school leavers. 
Even graduates of higher institutions, l ike  poly- 
teabnics, now exceeds demand. 

Given the pace and dimensions of recent econ- development 
in Ethiopia, and projections of the rate and directions of growth 
during the FFYP perf@, it is clear that the current eduqation 
system in Ethiopia is not attuned t o  turning out the mix of man- 
power skills appmpriate within the Ethiopian development context 
over the next decade and beyond. 

In recwnition of this, the IEG in 1971-72 carried out an 
extensive review of the education sectary i n  order t o  determine 
the edwe.tianal objectives, se t  targets and alternative strategies 
fo r  achieving objectives. The Education Sector Review (ESR) was 
a comprehensive evaluation of all aspects of Ethiopia1 s education 
system carried out under the aegis of the Ethiopian National 
Coamnissicm for Education by a st of 150 Ethiopians from all 27 parts of the educatian spectrum. Its major findings were 

;L/ Excluding the uudetermined number of Ethiopian children who attend rudi- 
mentary churoh schools i n  rural areas. 

International Labor Office, llReport of the Exploratory Ehployment Policy 
Mssion t o  Ethiopia", February 1973, Page 15. 

3/ Ministry of Educstion, Education Sector Review. tlEducation: Challenge t o  
the Nationtt, Addis Ababa, August 1972. 

The ESR was supported by loans froan IBRD and there was participation by 
IBRD, UNDP, UNESCO and UNICEF representatives. AID provided the services 
of two consultants for  eight weeks on one of the task forces. 



endorsed by the Council of Ministers i n  September, 1973, and 
the off ic ia l  order to proceed with the implementation was 
issued by the Prime Minister's Office i n  January, 1974. In 
February, both teachers and students began demonstrating 
against some of the pravisions of the ESR within the context 
of increasing general public unrest and on February 21, 1974, 
the government made the decision to  tlsuspendfl implementation 
of the ESR pexlding a thorough review and unt i l  the general 
public could be better informed of i t s  objectives and the 
nature and effects of tts' implementation. 

The educational reforms proposed as the sector development 
plan for the FFYP, confirm certain directions i n  education 
policy ini t iated during the FFYP period. The overall objective 
is to help improve the qualiQ of l i f e ,  especially rural  l i f e ,  
to  make it more meaningful and more productive. The principal 
focus of educational development during the FFYP period is to  
be upon primary and adult education in  rural  Ethiopia within 
the context of an integrated rural  development strategy. The 
educational reforms ca l l  for increased equi-t3. i n  the distribu- 
tion of these fac i l i t i es  and for efforts to make the curriculum 
more relevant to the real i t ies  of rural  l i f e .  The current 
curricclum i s  seen as too rigid and formal, reflecting a desire 
to  prepare a l l  primary students for secondary school; a l l  
secondary school students for university admission; and a l l  
universiQ students for middle and high-level manpower positions. 

1 )  Pro-iected Education &stem 

a) Primam. Middle. Secondary 

The new education strategy recommendations which had 
been adapted by the IEG ca l l  for a f14-4-4f1 primary, middle and 
senior secondary school structure. The f i r s t  four years (Minimum 
Formatian Education - MFE) would be more practically oriented -- 
providing living sk i l l s  basic to the rural environment, and 
experience useful for farming, cottage industries, crafts  and 
local trades. This recognizes that 5% of those now enrolled 
drop out of school by the fourth year, having learned relatively 
l i t t l e  applicable to the real i t ies  of the agricultural l i f e  which 
they wUl lead. The MFE program would be for children aged 7-10 
and would be expanded across rural Ethiopia as rapidly as govern- 
ment other resources would allow. The objective would be to  
give every child access to limited free primary education by the 
end of the century. 



Middle school training (grades 5-8) would contain more 
academic subjects but would still be regarded as ttappliedtl 
rather than tlacademicll i n  its to t a l  content. The numbers of 
these tlmiddlell schools would not be expanding a t  anywhere near 
the same ra te  as primary schools but the ultimate objective 
would be t o  have a t  least  one per woreda (sub-district ) - a 
goal not l i k e l y t o  be achieved during the FFYP period. 

The senior secondary school (grades 9-12) curriculum 
muld be more academic then the lower schools but would be made 
more relevant t o  the Ethiopian context. The ra te  of expansion 
of enrollment would be held t o  2.6% per year as a long-range 
target - considerably below the present 2% rate. 

In eddition t o  the formal t14-4-411 system, a special 
two-year education would be provlded t o  youths between the ages 
1346  who, for  a variety of reasons, had been by-passed by the 
formal system. The Basic Formation Education (BF'E) etream would 
consist of l a t e  af%ernoon and evening classes i n  literacy, 
numeracy, basic citizenship and health, supplemented ky vocation 
and envlronmentloriented studies. By the end of the F'FYP period 
(FY 1980) it is estimated that 650,000 mostly rural  students 
would be enrolled i n  the BFE stream. A very s m a l l  percentage of 
the brightest BF'E students would be allowed entry into middle 
school af ter  completing a special 6lmonth intensive preparatory 
course. Thus, BF'E would not necessarily be looked upon as a 
"dead endtt by prospective BFE students. 

During the FFYP period considerable emphasis w i l l  be given t o  
non-foml education (NFE) programs which w i l l  be one of the key 
components of the I E G t s  rural  development strategy. NFE w o u l d  be 
institutionalized and programmed within the soeal led llcommunity 
pmra%idtmwtl which are defined as loweost training faci l i t ies ,  
the objective of which is t o  provide the means of upgrading old 
skills and iutroducing new sk i l l s  relevant t o  rural  l i fe .  

A wids variety of these community practicums are scheduled t o  
be started during the FFYP period. They w i l l  offer job-related 
training i n  which there were actual or potential employment oppor- 
tunit ies within the area. In addition t o  work-related programs 

See ltEducation Seotor Reviewt1, Page v-12 and Exhibit V-b2. 



there would also be training i n  such fields as adult literacy, 
health education, home economics, and agriculture development. - 

NFE enrollment would come from adults without formal 
education, MFE-leavers and BF'E and middle school leavers. To 
the extent possible the W E  training would use the fac i l i t i es  
of the formal-education system during after-school hours. 
The number of anticipated NFE participants by 1980 i s  approxi- 
mately 900,000. Twenty years later,  by the year 2000, partici- 
pation w i l l  have more than doubled t o  2 million plus. 

Haile Sellassie I University, founded i n  1961, is the only 
university i n  Ethiopia and, as such, bears the primary responsi- 
b i l i t y  for  producing the nation's continuing leadership and high- 
level manpower requirements. The ILO manpower study noted that  
the annual ra te  of growth of the university's enrollment has 
averaged 2 6  i n  recent years. Although the economy has thus 
fa r  been able t o  absorb the increasing output from the university, 
the study suggests that soon even university graduates wil l  find 
it diff icult  or impossible t o  find employment. 

The proposed educational reforms c a l l  for  a reduction i n  the 
expansion ra te  from the current 2@ t o  an  eventual long-range 
expansicn rate of 5.5% and adds that  there should also be a 
closer l ink between the supply of highly education manpower and 
the demands of the labor market. 

The university's own five-year plan, t o  be implemented during 
the national FFYP period, envisions educational developments 
relating nigher education more closely t o  national development 
than was possible under the FFYP. These developments would 
include speeded up Gthiopianization of curriculum and programs, 
and more ~loutreach" - service/research - programs i n  the real  
world of Ethiopian development. The H S I U  plan also proposes 
broadening the curriculum a t  the regional campuses (Condar and 
Alemaya), in i t ia t ion of select graduate studies, and a new 
integrated social science development administration program. 

The MFE, BF'E, and NF'E programs are t o  be the responsibility 
of the awraja (local government) administrations and decisions 
on the precise form these programs w i l l  be made a t  the awraja 



level  by- the relevant awraja coudcils -- following broad 
guideliws to be l a id  down by the Ministry of Education. 
In order to promte adjustments of education programs to 
local requirements, and to further the integration of educa- 
tion with other aspects of development, educational staff 
working within the awraja w i l l  be placed under the direct 
jurisdiction of the awraja administrations. The District 
Education Officer w i l l  become the technical specialist  f o r  
education on the staff of the Administration. 

National examinations, as they are now administered, 
w i l l  mt be continued a t  the primary level. Instead, the awraja 
adminiatration w i l l  be responsible for  determining how primary 
students under its jurisdiction are to be selected for  middle 
school. (Administration of middle schools and senior secondary 
education dl1 remain the direct responsibility of the Kn i s t ry  
of Education. ) 

b. m u a i n t s  to Educational Develo~mnt 

The implementation of the Education Sector Review recornrnenda- 
tions iu the FFYP period and beyond faces several formidable 
hurdles. Among them the mst important are: 

1 )  Accewtabilit~ of the Goals and Im~lementation Plan 

Opposition - possibly due to misunderstanding or 
lack of information - to  some of the principal ESR goals, and 
the means apparently selected to  reach those goals, has recently 
been evidenced amng university and secondary school students, 
some parents, and amng teachers. While the ESR was only one 
amng maqy factors which contributed to the general unrest 
leading to the resignation of the Council of Ministers i n  March, 
1974, the Emperor found it necessary to suspend implementation 
of the ESR unt i l  such t i m e  as the government was able, through 
a large scale infomation effort,  to  gain popular acceptance for  
it. 

The students argued, among other things, that the 
ESR, by focusing on MFE, BF'E and WE, was acting to  limit 
entrance into the mdern sector, and into the higher levels of 
both private and public l i f e  to  those fortunate few who were 
able to  gain acceptance to senior secondary and university train- 
ing. They argued that it was a thinly disguised continuation of 
elitism. They were particularly opposed t o  cutting back the 
rate of growth of senior secondary and university education from 
20$ each to  2.6 and 5.5% respectively. 



The teachers opposed the teacher salary scales 
recammended by the ESR, the method chosen t o  expand the teacher 
corps, and, in addition, demanded general salary increases. 

The net effect of the protests has been t o  bring 
the FSR goals, recommendations, and proposed implementation a t  
leas t  temporarily into the pol i t ica l  arena. Thus implement ation 
may be somewhat delayed un t i l  af ter  the public information effort 
has be= put into effect. 

2) &&&&ilitv of IEG R e s o w  

Assuming that the FFYP sector strategy w i l l  eventually 
more or less reflect  those ESR recommendations which were pre- 
viously accepted by the IEG, the government is  going d)o have t o  
c d t  considerable amounts of financial and manpower resources t o  
the task. Implementing the ESR requires a massive overhaul of the 
countryls education system and a rapid expansion into areas of the 
nation as yet untouched by the education system. There w i l l  have 
t o  be a s e t  of coordinated efforts by central government planners 
as well as by provincial and awraja-level off icials  i n  plaming 
and supenision of the implementation of the program. New low- 
cost education fac i l i t i e s  are going t o  have t o  be constructed 
throughout the country. 

Although a start has already been made on the necessary 
changes, improvements and expansion, much s t i l l  needs t o  be done. 
Teachers and teacher trainers w i l l  have t o  be recruited and trained. 
The teacher training institutions w i l l  have t o  thoroughly revise 
the content and methodology of thei r  instruction. Curricula of the 
primary and middle schools w i l l  have t o  be thoroughly redesigned; 
books, visual aids, teaching materials w i l l  likewise require con- 
siderable redesign. The incorporation of such areas of training 
as hygiene, agriculture, health, rura l  trades and others i n  both 
the MF'E and BFE streams and the need t o  develop the appropriately 
relevant non-formal education system must also be accomplished. 

The t o t a l  effort  w i l l  require a considerable alloca- 
t ion of scarce financial and manpower resources. Currently, 
education absorbs almost 20$ of the IEG1s recurrent budget (up 
from an average of 15% over the past 5 years) even a t  the very 
low current rates of enrollment of school age children. In 
order not t o  r i s e  above that level of expenditures while a t  the 
same t h e  expanding education t o  reach double, t r ip le ,  and more, 
the numbers presently reached, w i l l  require a dramatic reduction 
i n  the cost per student reached. In order t o  accomplish this, 



one of the requiremnts was to have been to  hire less  
educated teachers i n  order to keep salary levels down. This 
objective has already been offset in part by recent salary 
increases offered to striking teachers. 

On the high level manpower side, the Ministry of 
Education w i l l  be hard pressed to com up with the planning, 
organizing and coordinating effort  required by th is  vast 
education reform. The IEG w i l l  be extremly sensitive to the 
number of expatriate advisors which could be recruited to work 
on these educational reforms and as a result the government 
may have to  rely even more than would otherwise be the case 
on scarce Ethiopian high level manpower. 

Finally, in  shifting responsibility for  local imple- 
mentation of the key BFE, MFE and NFE streams of education 
reforms to the traditionally weak awraja government structures, 
the IEG is forced to rely on the Ministry of Interior 's awraja 
development program for developing local capability and compe- 
tence to develop successful local education. The rate a t  which 
the p i lc t  awrajas w i l l  develop their  abi l i t ies  to understand 
and implement the philosophy behind the ESR recommendations is ,  
now, a virtual unknown. One must continue to keep in mind that 
the prowsed educational reforms entai l  a commitment for  the 
very longrun -- a t  leas t  through the end of this century and 
possibly well beyond. What w i l l  be accomplished during the 
FFYP period may well be not much more than the "turn-aro~nd,~' 
with no dramatic increase in  numbers. It w i l l ,  however, lay 
the groundmrk for educational changes which w i l l  occur over 
the next 30 to 40 years. 

c; Resource Reauirementq 

The ESR makes estimates of available IEG resources for  
education through the year 2000. During the period FY 1975-83 
these resources remain constant a t  20$ of government domestic 
revenues rising from US $51 million i n  FY 1975 to  US $70 million 
i n  FY 1 9 d  as government domestic revenues increase from 
US $270 million to US $371 million. 

In addition, Ethiopia has a history of volunt& con- 
tributions from the locali t ies  themselves which have i n  the 
past h e l ~ d  pay the costs of local construction and in  some 

ESR. Exhibit IV-D-1. Calculated a t  constant 1969 Ethiopian dollars 
and converted to  US dollars a t  U.S. $1 * Eth.$2.07. 



local i t ies ,  t o  pay portions of teachers salar ies  and supplies 
costs. In FY 1971 t h i s  was estimated t o  be 3% of the IEG 
funds. The ESR projects that, over the FFYP period, this 
percentage w i l l  grow from 4.5% i n  FY 1975 t o  6.6% i n  FY 1980 
and tha-l; these local contributions w i l l  generate US $2.5 million 
i n  1975 and US $5 million i n  1980. 

When anticipated external grants and loans and student 
fee collection8 are added, the ESR projects that  t o t a  resources 
available for  education w i l l  r i s e  from US $70 million. i n  FY 1975 
t o  US $92 million i n  1980. By 2000 the projected figure i s  
US $403 million. The ESFt program proposals are based on these 
projection8 of funding avai labi l i t ies .  

Considerable donor involvement i n  the education sector 
over the FFYP i s  anticipated which would help al leviate the 
internal  resources constraint. IBRD/IRA has already comnitted 
US $10 d l l i o n  i n  the Education I11 credit ,  and IDA IV, which 
w i l l  support the ew educational reforms i s  already on the 
drawing boards. Ip 

uNDP/UNESCO is currently providing assistance i n  the 
f ie lds  of eaca t ion  planning, administration and teacher train- 
ing. The l a t t e r  ef for t  i s  of special in teres t  i n  that  it seeks 
t o  t r a i n  teacher educators i n  finding new, innovative and 
economical primary education methods i n  Ethiopia. In addition, 
the project w i l l  t r a i n  teacher educators t o  contribute t o  govern- 
ment efforts t o  reform curricula, develop new materials and 
teaching aids and t o  improve in-service training techniques. 

UNICEF has provided considerable material support to 
primary and teacher training ac t iv i t ies  through the Teacher 
Training Inst i tutes  and anticipates further assistance amount- 
ing t o  US $4 million i n  the education sector during the FFYP 
period. 

SIDA through i ts  continuing assistance t o  the Elementary 
School Building U n i t  (ESBU) has been, and w i l l  continue t o  be, 
active i n  primary school construction throughout Ethiopia. The 
SIDA effort  also includes training of building engineers, arch& 
tects ,  foremen and the testing of building materials i n  order t o  

Under the f i r s t  three credits,  IDA provided $26.7 million over 
a sever, year period. 



, 
develop even lower cost constructiun methods. The Federal 
Republic of Germany is also involved i n  construction pro- 
grams, as i s  the USSR which i s  allowing the IEG t o  use a 
por t io~ l  of i ts multi-purpose credi t  fo r  Teacher Training 
Ine t i tu te  construction. 

F'rance, Italy,  the UK, the FRG, the Netherlands, 
Sweden and Action/Peace Corps are providing teachers a t  a l l  
levels.  In addition, numerous countries provide scholarships 
for  advanced training i n  education and related f ields.  . . 

Enal ly ,  mention should be made of educatiunal oppor- 
tuni t ies  offered by the Ethiopian Orthodox Church and several 
other foreign religious and non-religious voluntary organiza- 
tions. In certain rura l  areas, the EOC remains the principal 
source of t radi t ional  education. 

e.  The A I D  Assistance P r o ~ r w  

Over the FFYF' period, pr ior i ty  attention w i l l  be 
given t o  those aspects of the education sector which are 
clearly related t o  AID 'S  rural  development strategy of the 
FFYP. In particular,  US assistance wi l l  focus on the non- 
formal education system i n  rura l  Ethiopia. NFE, through the  
development of community practicums and related prcgrams of 
instruction ranging from adult l i te racy  t o  job-related agri- 
culture improvement and the development of cottage industries, 
offers the best, low-cost avenue of reaching the  Ethiopian 
peasant farmer and his family with training tha t  can effectively 
imprwe the conduct of the i r  dai ly l i f e .  

AID i s  currently providing assistance t o  the Ministry 
of Education i n  i ts ef for ts  t o  t e s t  NFE: experiments within the 
model awraja framework during 1974-75. As the p i lo t  phase is 
developed in to  a national NFE program, AID assistance w i l l  
gradually expand un t i l  NFE becomes the principal subsector of A I D  
education assistance within the rura l  development strategy. 
Major assistance would be considered t o  help the  IEG expand NFE 
a t  a reasonable pace through the FFYF' period. 

Assistance t o  rural,  non-formal education would not 
be limited t o  assisting only the Minis t ry  of Education. Increas- 
ingly, as IEG programs come t o  involve several ministries and 
agencies i n  combined efforts  t o  attack constraints impeding 



development, AID assistance w i l l  be channeled into problem- 
solving efforts supporting the integrated IEG effort i n  NFE. 
In  l ight  of the role of the awraja administration i n  planning 
and administering MFE, BFE, and NFE, the awraja structures 
assume considerable importance i n  achieving the overall 
objectives of rural  education and, as such, warrant considera- 
t ion for  A I D  assistance i n  helping them carry out thei r  pivotal 
role i n  implementing these broad-based educational reforms. 

In addition there may be other aspects of rural  
education development coming out of the ESR reforms which AID 
w i l l  want t o  assist  t o  the extent that  they are clearly related 
t o  achievix AID1s rural development objectives. 

A I D  w i l l  continue t o  ass is t  the University during 
the FFYP as a special case outside the rural  development strategy. 
The assistance program w i l l  be increasingly oriented toward 
strengtllening the University's inst i tut ional  capability t o  plan 
and work directly on problems of national importance, as defined 
by the IEG, and toward expanding i ts  capacity t o  provide needed 
services t o  Ethiopia in the context of the University's own 
lloutreachll and "downreachtt Five Year Plan objectives . 

Currently, AID provides teaching and administrative 
staff ,  participant training, funds for  construction, and support 
for  institutional development in i t ia t ives  on the part of the 
Ethiopian faculty. Over the course of the FFYP period general 
faculty and staff  support w i l l  be gradually phased out, as 
Ethiopianization of the staff is  gradually realized, and a more 
selective recruitment yrcgram phased i n  a t  a reduced level within 
the recently established inst i tut ional  strengthening linkage 
arrangements between HSIU and Mid-Western Consortium for  Inter 
national Activities (MUCIA). Maturation of this linkage w i l l  
contribute significantly t o  development of an ultimate private 
university-to-university relationship with increasingly less 
dependence on AID. U.S. source faculty recruited during the 
FFYR period w i l l  be selected on the basis of thei r  potential 
inputs in to  agreed inst i tut ional  strengthening programs, and 
thus, not only for  thei r  classroom teaching sk i l l s ,  but also 
for  what they can contribute i n  the way of research and experience 
t o  the Uuiversityts service and development goals. 



A certain portion of A I D 1 s  assistance t o  the 
University can be viewed as supportive of the IEG1s rural  
development objectives. W s  would include assistance t o  
research p q r a m s  i n  the science and social science faculties 
directed a t  finding solutions t o  rural development problems. 
Additionally, it would also include assisting University pro- 
gram i n  public health, education and agriculture aimed 
specifically a t  rural  development problems. The Inst i tute of 
Development Research and the Inst i tute of Science Technology 
Research and ~velopment would also be candidates for increased 
AID assistance i n  order t o  help Ethiopian faculty and graduate 
student6 conduct research i n  rural  development fields. 

The design of the t o t a l  A I D  assistance effort, t o  
the University within the framework outlined i n  the AID 
assistance strategy section of th i s  DAP i s  t o  be worked out 
i n  l a t e  FY 1974 and early FY 1975 by an Overseas Maison 
Council Team i n  coordination with AID and the University. 
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3. Health Sector Assessmen@ 

a. IEG Objectives and FFYP Prwosals 

The FFYP strategy for  public health is related to achieving 
the overall  FFYP objectives of imprwing general welfare and 
achieving greater equity. Public health services i n  Ethiopia 
are  v4ry thinly distributed especially outside the two principal 
urban areas. The population/physician r a t i o  is  1:69,000 and 
the population hospital bed r a t i o  is 1:3,000. Seventy-five per- 
cent of the incidence of disease is preventable but is not being 
prevented. The combination of: general poverty, lack of access 
roads, lack of water, prevelance of numerous endemic diseases, 
v i r tua l  lack of knowledge of basic hygiene on the part  of most 
of the population, and shortage of trained manpower and of 
funds a l l  serve to  create a s i tuat ion where general improvement 
of public health i n  Ethiopia becomes an enormous and d i f f i c u l t  
task. The task is made more d i f f i c u l t  by long standing organi- 
zation and management problems i n  the Ministry of Public Health 
and i s  further complicated by the multiplicitp of organizations 
engaged i n  health ac t iv i t i e s  i n  Ethiopia. For example, the 
armed forces, the municipalities of Addis Ababa and Asmara, 
the Ministries of Public Health, Education, National Community 
Development and numerous private organizations have health and 
health-related programs scattered throughout the country. 
Coordination of these various health ac t iv i t i e s  appears to  
have been a v i r tua l ly  impossible task for  the MOPH. 

The basic thrust of the FFYP w i l l  be to  expand preventive 
(as opposed to curative) medicine i n  the rura l  areas. The 
principal preventive programs required include: 

1 )  environmental sanitation, especially provision ~f safe 
drinking water, 

2 )  immunization, 

3 ) health education, especially i n  hygiene, environmmt 
sanitation and childhood nutrit ion, 

4 )  early treatment and case finding of cer tain diseases: 
VD, TB, leprosy, 

5) selected special programs such as Malaria control 
through insecticide sprayings . 

;L/ 
See the report prepared by A I D  consultants: Edward B. Cross and Norman E. 
Holly, I1Review of the Health Sector of the Ethiopian Fourth Five Year Plan", 
U,S,A,I,D., December, 1973. 



The Basic Health Services (ENS) now reach perhaps 10-15% 
of the rura l  population. The goal i s  to expand those services 
t o  reach 30-35% of the population by 1979. Provincial 
hospitals are to  be upgraded and the i r  l inks with health 
centers and health s ta t ions are to  be strengthened. In  addition 
the number of rura l  health s ta t ions i s  t o  be doubled from 500 
t o  1,000 and the number of health centers increased from 114 t o  
134. The health s ta t ions are Tncreasingly to  be staffed by a 
new cadre of heal th  workers (health ass i s tan ts )  of whom 1,000 
are  to  be trained i n  preventive health over the next f ive  years. 
Decentralization of authority to the provincial and awraja 
level  i n i t i a t ed  under the TFYP is to be speeded up. The central  
ministry i n  Addis w i l l  r e t a in  responsibil i ty fo r  coordination 
and broad planning. Efforts w i l l  also be undertaken t o  study 
integration of the Special Services Programs (principally the 
Malaria Eradication Service) with the Basic Health Services. 

Other important components of the FFYP strategy i n  
public heal th  include: 

1 )  Programs to improve maternal and child health through 
malnutrition prevention, be t te r  immmization programs, 
be t te r  ante-natal care, training of t radi t ional  b i r t h  
attendants and more extensive provision of basic 
health services. 

2 )  Establishing a health education program i n  which the 
ministries of Health and Education cooperate t o  
t r a in  school teachers i n  the principles of basic 
health so tha t  health education can become a more 
important pa r t  of the school curriculum. 

3 )  Programs to improve nutr i t ion by expanding the ac t iv i t i e s  
of the Ethiopian Nutrition Ins t i tu t e  . 

L) Program t o  improve environmental health conditions 
through demonstrations i n  rura l  areas of how to  
maintain safe  water supplies and of proper sewage 
disposal. ' 

5 )  Programs aimed a t  better control of communicable diseases 
through improved sanitation, bet ter  irnnunig ation sys tem, 
health education and more extensive early diagnosis 
programs fo r  VD, leprosy, malaria and trachoma. 



6) Continuance of an anti-malarial (control) program 
and expanding the capability of Malaria Eradication 
Service (MES) f ie ld  personnel to  detect and report 
other major cormrmnicable diseases. 

7) Programs to improve the collection and analysis of 
health and v i t a l  s t a t i s t i c s .  

b. Constraints to Achieving the IM; Pronosals, 

(1) Administration and Mamower 

The IEG and, i n  particular,  the MOPH w i l l  have con- 
siderable diff icul ty i n  managing the implementation of a 
substantially enlarged effort .  The lack of administrative 
capability i s  largely due to a continuing dearth of high level  
trained manpower as tlmanagersll of the health system, and is a 
principal constraint in effecting improvements i n  the health 
sector. I t  wi l l  undoubtedly be an even greater constraint 
during a period of attempted rapid expansion of basic health 
services. Until there are more qualified planners and managers 
the current ineffective management and administrative system 
wil l  continue to u t i l i z e  ~ Q t U U 8  inefficiently. 

Considerable emphasis wil l  be placed upon increasing 
the sapacity of health training inst i tut ions to  turn out the 
numbers of trained personnel required to  s taf f  the expanded 
f ac i l i t i e s  . Currently these training inst i tut ions are as 
follows : 

Faculty of Medicine, HSIU, Gondar Public Health College, 
eight schools of nursing, f i f teen  schools for dressers, 
one school for assis tant  pharmacists and two midwifery 
schools . 

HSIU has a current annual output of 18 doctors which 
w i l l  grow during the FFYP period to  40, and eventually to  65-75 
per year. The other institutions, during the 1973-75 period 
w i l l  turn out an estimated 17 pharmacists, 43 health officers,  
35 community nurses, 25 sanitarians, 116 nurses, 230 dressers 
(80 advanced and 150 elementary) and 20 laboratory technicians. 
In addition to these personnel being trained in-country, about 
80 doctors w i l l  return from training abroad during the FFYP 
period. A new category of health personnel is also to  be 



developed during the Flan period t o  help s taf f  the health stations. 
Aboct 1,000 of these IfHealth Assistantsff wil l  receive training i n  
preventive medicine and sanitation a t  the Gondar Public Health 
College 'or a t  one or more of ee new training f ac i l i t i e s  to be 
bu i l t  during the FFYP period. 

(2)  Infrastructure 

If the majoriw of the population of Ethiopia is to  be 
reached by even the most basic health benefits the basic health 
delivery system is going t o  have to  be rigorously designed to  
deliver these benefits a t  the lowest possible cost. The system 
w i l l  have to be reinforced a t  the center to provide bet ter  
overall planning and coordination, and w i l l  have to be bolstered 
a t  the provincial and awraja levels i n  order to improve imple- 
menta t ion. 

There is  a general consensus tha t  the current 500 health 
stations and 110 health centers have not been properly supported 
or  util ized, and consequently have not provided adequate health 
services to  the communities they now serve. Without a consider- 
able improvement i n  the delivery system i t s e l f  i n  order to 
optimize its function within the severe budgetary l i m i t s  i n  which 
it wi l l  operate, the health goals of the FFYP have l i t t l e  hope 
of success. In addition, the public w i l l  probably continue to 
demand increased curative as opposed to preventive health services, 
and thw an educative component is a prerequisite for  a successful 
preventive health program. 

The m e  of improvements required would include bet ter  
vert ical  and horizontal integration among the central and f i e ld  
units of the BHS and between the BHS and the specialized health 
services such as the proposed Communicable Disease control 
se rv ice ,u  the Ethiopian Nutrition Inst i tute ,  and the Division 
of S ta t i s t i c s  and resolution of the preventive/curative dilema. 

To reach significantly more of the rural poor, the 
BHS must reach out from the health stations since even these 
most elementary extensions of the MOPH are, by necessity, 
located in the larger towns and villages of the nation's 103 
awrajas--those which are serviced by scnne form of road. 

JJ 
In  addition a number of private missicmary health f a c i l i t i e s  provide 
training primsriw for their am s taf f  needs. 

2l 
To be canposed of a Communicable Disease Control Board and a CDC 
department to be established during the FFYP. 



Three-fourtha of a l l  rura l  Ethiopians l i ve  more than a half-day 
walk from a road. In Ethiopia, perhaps more than i n  any other 
African oountry, the rugged topography acts as a severe constraint 
on the development of a low-cost health delivery system which 
can effectively bring preventive medicine to significant numbers 
of the people. During the heavy rains, even what limited access 
now exists is considerably curtailed. 

c. The Role of Familv Planning i n  the FFYP 

!t'here'is no o f f i c ia l  government family planning policy i n  
Ethiopia. In part, th is  is because the IEG is not convinced 
that  investments i n  population control would yield substantial 
resul ts  a t  this  stage of Ethiopian health education and comuni- 
catians development. There is no widely held conviction i n  the 
sociew that the current population growth presents a r ea l  
problem. There also has been a social and pol i t ica l  reluctance 
to discuss F'P concepts openly or make them a public issue. 

There is  no interference, however, i n  FP ac t iv i t ies  (ei ther  
by the IEG or the Coptic Church) that  are commercial or privately 
supported, health or research oriented, conducted primarily i n  
urban areas, and are not too highly publicized. The "private 
supportft c r i t e r i a  has significantly changed i n  the l a s t  two 
years with more and more government f a c i l i t i e s  and workers 
unobtrusively taking par t  i n  F'P services and education. 

Under the rubrics of ItFamily Guidancett and ItMaternal and 
Child Healthtf a limited but significant s t a r t  has been made 
i n  disseminating family planning information i n  various parts 
of the country. This is  slowly being institutionalized i n  the 
curricula of numerous training ins ti tutions ( education, health, 
social) i n  the country. The number of health cl inics offering 
family planning services on a regular basis has now reached 
107, up from 65 i n  1973 and 47 i n  1972. Most of these are s t i l l  
in urban meas. There is a growing number of urban educated 
women and men regulating their f e r t i l i t y  through I1modern 
techniquenft, and a larger number of women terminating unwanted 
pregnancies by means of abortions (complications arising from 
abortions is the fourth leading cause of hospitalization i n  
Ethiopia), but the vast majority s t i l l  lack either the motiva- 
t ion or the information necessary to regulate their  f e r t i l i t y .  
The Ethiopian Family Guidance Association (FGI~) (af f i l ia ted  
with the Haile Selassie I Foundatinn) is  the only Ethiopian 
organization devoted specifically to FP/POP. It provides 
FP services through private and government urban hospitals 
and cl inics  and is planning with MOPH to expand these services to 



include more of the governmentls rural cl inics  over the next 
three to f ive years. While other mn-government organizatians 
such as the Ethiopian Wanen's Welfare Association and the 
YWCA have undertaken useful studies leading to improved data, 
the overriding need i n  the FP/POP sector w i l l  be for trained 
manpower i n  the building process. There are a t  present fewer 
than 10 Ethiopians trained i n  any aspect of FP/POP. 

The MOPH has recently been providing (unofficially) family 
planning services on a sIpall scale as part  of the Maternal and 
Child IIealth program (MCH) of the BIESI. Should the decision be 
made t o  do so off ic ia l ly  and on a wider scale, it might presage 
inclusion of FP i n  an effective national program. 

d. Other Donor A s s i s w e  

Numerous donors, public and private, currently provide 
manpower assistance to Ethiopia i n  health. U N D P / ~ ~ O  w i l l  
continue t o  provide health planners i n  the hM)PH and w i l l  also 
provide technical assistance i n  comunicable disease control, 
research, and i n  strengthening the central laboratories. In- 
countq  training of medical personnel is assisted not only by 
UNDP,%~D but also by UNICEF, France, the FRG, the Netherlands, 
 swede^ and the UK. In  addition, the smallpox eradication 
program has been assisted by the US Action/~eace Corps and by 
Japmese volunteers. The UK, UNICEF and the FRG have been 
providing personnel and commodities for  leprosy programs and 
Switzerland is assisting i n  yellow fever control. 

During the FFYP period, UNICEF, the FRG, I taly,  Sweden 
and ~ c t i ~ n / P e a c e  Corps are all expected to  provide considerable 
assistance i n  the expansion of the Basic Health Services t o  the 
rural areas. 

Mare than 28 foreign religious and other non-government 
organizations operate health fac i l i t i e s  primarily i n  the rural  
areas. These groups administer 33 hospitsls and 139 h?alth 
s t a t i ~ n s ,  serving an estimated 1.5 million rural Ethiopians. 
In addition these groups s taf f  and administer many other MOPH 
fac i l i t i e s  i n  the rural areas. There is not expected to  be 
any major expansion of mission or FIG0 health f a c i l i t i e s  during 
the FFYP period, except for the Project Hope program a t  the 
former Kagnew Base i n  Asmara. 

e. The A I D  Assistance Pro~sag! 

Certain key sub-sectors within the overall health sector 
warrant AID support to the extent that  they might otherwise 
serve to impede achievement of the I E G 1 s  and A I D ' S  broad rural  
development objectives: increased and more equitably d i s  tri- 
buted income, and increased employment i n  the rural areas. 



Family planning and maternal and child health programs 
which might eventually help reduce Ethiopia's very high r a t e  
of population growth (estimated a t  2.4%) w i l l  be supported 
to the extent tha t  the IEG requests assistance or dccedes to 
requests of AID assistance from or through non-governmental 
organizations. Malaria, which continues to  be the number one 
health threat i n  rura l  Ethiopia and which clearly affects  
agricultural produc t i v i w ,  w i l l  continue t o  receive US ass is  t- 
ance during the FFYP period. In addition AID w i l l  help l ink  
Ethiopia in to  the international research ef for t s  i n  health 
now underway i n  several developing countries. 

(1) Familv Planning 

USAID w i l l  continue t o  l ink  Ethiopian ins t i tu t ions  
and individuals interested i n  FP/POP with s u r c e s  of experience 
and f'unds which can respond to and develop these in teres t .  
This is important for  two reasons; f i r s t ,  it is imperative 
to the legitirnization of FP/POP i n  Ethiopia tha t  as m a n y  
interest ,  groups as possible, i n  every segment of society, be 
developed; secondly, even small investments a t  t h i s  stage 
w i l l  build the experience and factual  data which can change 
o f f i c i a l  policy over time, and develop the human resources 
and ins t i tu t ions  necessary fo r  a national program. 

F i r s t ,  AID w i l l  continue support to  IPPF t o  enable 
f u l l  funding fo r  the Ethiopian Family Guidance Association's 
ac t iv i t ies .  Continued AID support for  a variety of FP/POP pro- 
grams is also essent ial  i n  linking Ethiopian in teres ts  with 
international experience and resources. These range from 
supporting the UNFPA ( ~ f r i c a n / ~ t h i o ~ i a n  Census), the UN 
specialized agencies, t o  private US organizations. (FPIA, 
Johns Hopkins University, Pathfinder, World Education, Popula- 
t ion  Council, Down State  New York, and Meharry College are a 
few of the AID-assisted resources presently being used i n  
Ethiopia . ) 

Second, AID has expressed willingness t o  consider 
providing appropriate assistance to enable the IEG to add 
family plcurnln[; Lo the MCH component of the Basic Health 
Services. The I E G  has thusfar been unwilling to  accept FP/POP 
as  a major program i n  i t s  own right.  AID has been unwilling 
to  l ink it to  generalized BHS expansion for  p u r p ~ e  of AID 
support. Although MOPH has frequently stated informally t o  
AID i t s  in te res t  i n  A I D  assistance i n  FP/POP, there has been 
no formal IEG request t o  AID because it has thus f a r  been 
linked to  generalized expansion i n  BHS which, for different  
reasons, has been unacceptable to the IEG Central Ministry and 
to AID. 



Third, it may well be possible t o  add an FP/POP 
component t o  several of A D ' S  on-going projects which, because 
of the specific nature of the area o r  vehicle involved (ADA, 
Malaria, HSIU, NFE), would enable AID to properly delimit 
resource requirements for  purposes of selective AID support. 

Lastly, the time has come in  Ethiopia t o  u t i l i ze  the 
established Special Population Activities Fund to  selectively 
respond t o  small requests for  FP/POP assistance. The decrease i n  
RPO/Accra funds f ~ r  th i s  purpose, the large project orientation 
of most intermediaries, the increasing opportunities to implement 
AID strategy with very small grants, the increasing amount of 
time required t o  help process these small requests through U.S. 
intermdi-ies and the IEG1s  willingness t o  allow Ethiopian 
organizations t o  quietly study and experimnt with medical/social/ 
educational programs i n s t h i s  f ield,  a l l  point t o  t h i s  need. The 
SPA Fund w i l l  be used to supplement the primary intermediary 
strategy where f lexib i l i ty ,  time and po l i t i ca l  acceptance allow. 
%search, studies and small Ethiopian operational programs w i l l  be 
considered f o r  SPA Fund support, along with training f o r  longer- 
term human resources developmnt i n  FP/POP. 

(2)  Malaria Control 

A D ' S  principal resource transfers t o  the health sector 
over the Plan period w i l l  continue (as they have i n  recent years) 
to support the I E G ' s  malaria control program being conducted by 
the Malaria Eradication Service. Malaria continues t o  be the most 
serious disease problem in Ethiopia and as such s t i l l  serves as 
a c r i t i c a l  impediment to  the expansion and developmnt of agri- 
culture within the country. About 50% of the t o t a l  population 
is exposed t o  malaria and 7% of the land area is malarious. 
W i t h  the upcoming DIG programs to  r ese t t l e  large numbers of 
people i n  relat ively unpopulated, f e r t i l e  lands which are now 
malarious (programs which AID w i l l  be assisting through the agri- 
culture sector) and with population growing a t  2.4%) the percent- 
age of a l l  Ethiopians who are a t  r i s k  f r o m  malaria w i l l  grow 
from the current 50% level  to 60% by 1980. The Malaria Eradica- 
t ion  Service plans to provide services to  cover approximately 
11 million people by 1979 out of an estimated 18-20 million who, 
by then, dl1 be residing i n  malarious and potentially malarious 
zones. 

In view of the fac t  that AID'S assistance t o  the 
malaria program i s  possibly more closely related t o  AID1s 
overall  objective of reaching out to the rura l  poor than any 
other single program in  Ethiopia, AID w i l l  continue supporting 
the program through 1979. To date AID has comit ted $23 
million t o  the malaria control effort .  Recent loans have 
covered 100% of foreign exchange costs and a decreasing 



share of local  costs. From the 1969 level of 50% of local 
coet financing, the percentage decreased to 40% in FY 1973 
and w i l l  drop to 9% i n  FY 1975. AID currently plans t o  
provide gradually reduced local  cost financing through the 
FFYP period. 

AID'S objectives i n  malaria assistance wlll increas- 
ingly be to: 

- ass is t  the MES to maintain i ts  current high level 
of capability t o  control malaria in  its current 
and planned geographical coverage areas ; 

- ass i s t  the MES, acknowledged as one of the IEG1s 
mst ef f ic ient  f i e l d  organizations, t o  explore ways 
of expanding its contribution to Ethiopia's rural 
people through provision of preventive health, sani- 
tation and hygiene as part of i ts  package of inputs. 
Eventually, the MES would l ikely be able to provide 
diagnostic and preventative services for  diseases other 
than malaria. This process wodd pave the way for  
eventual integration of h4ES into the BHS program, 
probably i n  the next plan period. 

- sssist i n  the research o r  applied research ef for t  to 
permit achievement of eradication in  Ethiopia -- an 
objective now unachievable given the level of resources 
anci technology available. 

Total AID resource flows into malaria over the period 
would average about US$3 million per year. 

There i s  currently considerable research underway in  
maw parts  of the world on health problems and alternative 
methods of dealing with these health problems which might 
prove of considerable benefit to Ethiopia. A n  excellent 
example is the Delivery and Evaluation of Integrated Delivery 
Services fo r  health/nutrition/family planning (DEIDS) project 
now underway i n  Nigeria and several other countries. A I D 1 s  
abgective w i l l  be to  t i e  Ethiopia mre closely into these 
international research efforts  and networks i n  order t o  increase 
Ethiopian awareness of and receptivity to  new approaches i n  
health delivery systems. 




