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Foreword

The main development agenda of the Ethiopian government is poverty eradication. All the
country’s development policies and strategies are, therefore, geared towards this end.
Effective implementation of these policies and strategies in an integrated and
comprehensive manner at various levels of government administration is key for
eradicating poverty and dependence on food aid in a shorter period of time. There is a wide
national consensus on the priority agenda of eradicating poverty and the policies and
strategies pursued to address such a development priority.

The Ministry of Finance and Economic Development is responsible for establishing a
system for the preparation and implementation of national development plans, and in
cooperation with the concerned organs, preparing the country’s economic and social
development plan as well as following up the implementation of the same when ratified.
The Ministry had accordingly coordinated the design and implementation of the
Sustainable Development and Poverty Reduction Program (SDPRP), which covered the
years 2002/03 - 2004/05) and A Plan for Accelerated and Sustained Development to End
Poverty (PASDEP), that ran from 2005/06 to 2009/10. During these plan periods
remarkable achievements of economic growth, social development and good governance
were registered. On the basis of the experiences gained thus far and the national vision, the
Growth and Transformation Plan (GTP) has been prepared with clear objectives and
targets through wide public participation at both the federal and regional levels. The
Council of Ministers and the House of People’s Representative have adopted the GTP as
the national planning document of the country for the period 2010/11 - 2014/15.

Implementation of the GTP requires huge resources and commitments. To this effect,
emphasis will be given to ensuring effective public participation in implementation and
monitoring of the plan, efficient and effective utilization of all available capacities of the
public, the government and the private sector as well as better coordination and
cooperation with the private sector and development partners. In this connection special
emphasis will be given to encourage citizens to increase their savings and to strengthen the
overall level of domestic savings for productive investment in GTP’s priority programs.

It is only when every citizen makes a concerted effort with commitment, and sense of
urgency to discharge his/her own responsibility, that the effective implementation of GTP
can be realized. This requires a fundamental change of thinking on the part of actors and
stakeholders, particularly citizens, professionals, investors and the leadership, with respect
to the implementation of the key directions envisaged in the GTP. In this regard,
preventing and controlling rent seeking attitude and behaviour, and nurturing
developmental initiatives are absolutely critical to realize the MDGs by 2015 and the
country’s vision by 2020-2023. Hence, we need to firmly stand in unison in this bold and
transformational journey of accomplishing the objectives of GTP so as to eradicate
dependence on food aid, reduce poverty and create a solid foundation for the renaissance of
Ethiopia.

Sufian Ahmed
Minister, Ministry of Finance and Economic Development
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Introduction

Achieving broad-based, accelerated and sustained economic growth so as to eradicate
poverty has been and is a key objective of the Government of Ethiopia. The government
has designed, and is implementing, strategies, policies and plans to guide and manage the
overall development of the country accordingly. The last five year development plan was
the Plan for Accelerated and Sustained Development to End Poverty (PASDEP). PASDEP
had a medium term development perspective and aimed, at a minimum, at achieving the
Millennium Development Goal (MDG) targets. During the PASDEP implementation
period, high and sustained economic growth and significant social and human development
results were realised. During the same period the economy grew on average at 11% per
annum. By sustaining the current economic growth over the next five year period, the
government aims to achieve the MDG targets by 2015, and its longer term vision of being
a middle income country by 2020-2023.

The government has formulated the five year Growth and Transformation Plan (GTP)
(2010/11-2014/15) to carry forward the important strategic directions pursued in the
PASDEP. The GTP envisages that, besides maintaining a fast growing economy, better
results will be realised in all sectors. In preparing the GTP the performance of the previous
development plans, and the lessons learned during their implementation, were taken into
account, within the context of the country’s development vision. Development of the GTP
has benefited from the many consultative meetings held at the Federal, Regional and local
levels with government bodies, private sector organisations, higher education institutions,
professional, women’s and youth associations, religious and civil society organisations,
opposition political parties and development partners. Many issues which are believed to
be important for achieving fundamental changes in economic growth, social development
and good governance and which will contribute to realising the objectives of the GTP are
raised and discussed in the consultations. These concerns are now adequately addressed in
the GTP. Issues that were raised and which needed greater elaboration or more emphasis
were addressed and are also presented in depth at the sector and sub sector levels described
in the GTP.

The Growth and Transformation Plan’s main objectives, strategies and targets are clearly
set out in the document. During the GTP period special emphasis will be given to
agricultural and rural development, industry, infrastructure, social and human
development, good governance and democratization. The GTP takes into account two
alternative economic growth scenarios: a base case and a high case. The base case scenario
assumes that the previous five year’s average annual GDP growth rate will be maintained.
The high case scenario assumes that the GDP and the Agricultural Value Added achieved
in 2009/10 will double by the end of the GTP period, 2014/15.

Development programs that will be implemented in the GTP five year period will have a
strong focus on improving the quality of public services provided. Thus special emphasis
is given to investments in infrastructure and in the social and human development sectors.
It is clear that implementation of the GTP will require mobilisation of considerable
financial and human resources, especially for infrastructure development. For this reason,
mobilisation of domestic financial and human resources, as well as improvements in
domestic savings are considered to be critical.



One of the distinguishing characteristics of the GTP preparation process from the previous
development plans preparation was that, a high level macro economic team was
established with the responsibility of guiding the overall preparation process.
Implementing agencies from the federal up to the regional and local levels have
participated in the planning process through their functional linkages with their respective
federal institutions. Wide and extensive consultations that are led by senior government
officials were held with stakeholders and the public at large both at federal and regional
levels. In addition, large media coverage was accorded to the draft GTP, which contributed
to raise the public awareness and participation in the process.

During the planning process, strong commitments. and participation of the private sector,
development partners, civil society organizations and the public at large are demonstrated
at all levels. It has been demonstrated in the consultation forums and the media that there is
a strong national consensus and enthusiasm among citizens with regard to GTP and its role
in eradicating poverty once and for all.

The plan preparation and approval process has been conducted based on a pre determined
time schedule, which is summarised as follows.

September-October/2009: Based on the initial directions from the government, the plan
preparation Generic Guideline, incorporating general directions, main objectives, economic
growth targets and indicators, was prepared by the Ministry of Finance and Economic
Development and circulated to Federal implementing agencies.

November-December/2009: Briefings on the initial ideas and the Generic Guideline were
given to senior government officials and directors so that a common understanding was
created as to the content and preparation processes of GTP. A circular calling for the
preparation of the GTP was then distributed to all concerned federal and regional
government institutions.

February-May/2010: Based on the Generic Guideline, preliminary draft plans of key
sectors (Agriculture and Rural development, Industrial Development, Education, Health,
and Good Governance & Capacity Building etc.) were submitted to MoFED.

June 2010: Based on the macroeconomic framework and preliminary draft sector plans
submitted to MoFED, the draft consolidated GTP was prepared and submitted to the high
level Macro Economic Team. The Macro Economic Team in turn reviewed and provided
feedback on the draft consolidated GTP and its constituent key sector plans.

July 2010: The first draft of the GTP was prepared as per the comments and directions
provided by the Macro Economic Team. Discussion paper focusing on major achievements
of PASDEP, objectives, strategic pillars and main targets of the GTP was prepared and
distributed to the pertinent regional and federal bodies who participated in the consultation
forums. At the same time, a preliminary draft of English version of the GTP document was
prepared.

August - September 2010: Country wide consultation forums were conducted on the draft
plan to refine the draft further, and create awareness among citizens, actors and
stakeholders so as to encourage their active participation not only in the preparation of the
plan but also in the subsequent implementation of the GTP. The participants in the
consultations include civil servants and government officials, elected people’s
representatives at different levels, representatives from universities and professional
associations, the private sector, associations of women, youth and the disabled, civil
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society organizations, development partners and opposition political parties. Many useful
comments and suggestions were received during the consultations. All consultations were
led by senior government officials both at the regional and federal levels while the final
federal level consultations were headed by the Prime Minister.

October 2010: Further refinements on the draft GTP document and checking for its
internal consistency were completed by incorporating the comments and feedbacks from
the regional and federal consultations.

November 2010: The GTP document was then submitted to the Council of Ministers,
which then endorsed it together with comments and directions to be included in the final
plan. After a five day debate by the House of People’s Representatives, the document was
endorsed with motion of thanks as the Official National Plan of the country for 2010/11 to
2014/15.

The GTP is presented in ten chapters. Chapter | presents the progress and achievements of
the PASDEP. Chapter 2 contains the objectives and strategies of the five-year Growth and
Transformation Plan (2010/11-2014/15). Chapter 3 provides the macroeconomic
framework for the GTP and Chapter 4 describes the costs of and financing for the GTP.
Chapter 5 describes the strategic directions, objectives and targets for the four main
economic sectors: agriculture and rural development, industry and trade, mining and
infrastructure. Chapter 6 describes the strategic directions, objectives and targets for the
two main social sectors: education and training, and health. Chapter 7 describes strategic
directions, objectives and targets for good governance and capacity building. Chapter 8
presents strategic directions, objectives and targets for nine cross cutting sectors. Chapter 9
describes the opportunities, risks and challenges in implementing the GTP. Chapter 10
presents the monitoring and evaluation framework of the GTP.



CHAPTER 1.
ACHIEVEMENTS AND CHALLENGES UNDER PASDEP

The development policies and strategies pursued during the three year Sustainable
Development and Poverty Reduction Program (SDPRP) (2002/03-2004/05), together with
the vision expressed in and achievements realised by the SDPRP, were the foundation for
the design of the PASDEP. The PASDEP was implemented during the five year period
2005/06-2009/10. It was prepared based on MDG targets and the government’s vision for
Ethiopia’s development. Its main objectives were ensuring accelerated, sustained and
broad based economic development as well as preparing the ground for the full
achievement of Ethiopia’s MDG targets by 2015. To achieve these objectives the PASDEP
was built on eight strategic pillars. These were

1. Building all-inclusive implementation capacity,

2. A massive push to accelerate economic growth,

3. Creating the balance between economic development and population growth,
4.  Unleashing the potentials of Ethiopia's women,

5.  Strengthening the infrastructural backbone of the country,

6.  Strengthening human resource development,

7.  Managing risk and volatility, and

8.  Creating employment opportunities.

Based on these strategic pillars, two alternative economic growth scenarios were
considered. In the base case scenario, it was considered that to achieve the MDGs an
average economic growth rate of 7% per annum was necessary. For the high case scenario,
which aimed beyond achievement of MDGs targets, a 10% annual average economic
growth target was set so as to lay the foundation for the realization of the development
vision of the country.

1.1. MACROECONOMIC PERFORMANCE

The Ethiopian economy has shifted to a higher growth trajectory since 2003/04. This has
been sustained, and during the last five years, overall real GDP has grown rapidly at an
average of 11% per annum (See Table 1. and Figure 1. below.). Agriculture, Industry and
Services have registered an average annual growth rate of 8.4%. 10% and 14.6%.
respectively.

Table 1. Growth in Gross Domestic Product and Main Sectors Share as Percent of
GDP
Sector Average growth target planed | Average growth achieved | Percentage share of
(2005/06-2009/10) (2005/06-2009/10) Real GDP (2009/10)
Base Case High Case
Real GDP 7.0 10.0 11.0 100
Agriculture 6.0 6.4 8.4 41.6
Industry 11.0 18.0 10.0 12.9
Services 7.0 10.3 14.6 45.5




Table 1 above illustrates that, with the exception of the industrial sector, the over all and
sectoral performances achieved were well above the targets set in both the base case and
high case scenarios. This has been particularly pronounced in the service sector. Although
the growth rate in the industrial sector is below the planned target, the sector achieved a
significant average growth rate.

Figure 1. GDP Growth by Economic Sector (%)
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The contribution (percentage share) of each of the three sectors (agriculture, industry and
service) to overall GDP at the end of the plan period was 41.6%, 12.9% and 45.5%,
respectively (See Figure 2).

Figure 2. Percentage share of GDP by Economic Sector
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The planned targets were 43.9%. 16.5% and 39.6% for agriculture, industry and services
respectively. The actual shares were not as planned, as services achieved a higher, and
industry a lower share of GDP than planned. In terms of structural change the PASDEP
assumed that a decline in the agricultural sector’s share of GDP would be taken up by the
industrial sector. However, underperformance of the industrial sector was more than
compensated by increased growth in the service sector, indicating that the structural shift
was not, as yet, in the desired direction.

From the demand side, GDP at current market prices has increased by about 29.6 percent
per annum during the PASDEP period. At the same time, gross capital formation, total
exports and total imports, registered an annual average growth rate of 28.3, 27.1% and
27.6% respectively.

Table 2. Percentage Share of Aggregate Consumption & Savings to GDP @CMP

Item 2004/05 | 2005/06 | 2006/07 | 2007/08 | 2008/09 | 2009/10
Total Consumption 94.1 95.4 91.3 94.8 93.6 94.4
Gross Capital Formation 23.8 25.2 22.1 224 22.7 223
Exports of Goods and Services 15.1 13.8 12.7 11.4 10.5 13.6
Imports of Goods and Services 35.5 36.5 32 30.8 28.7 33
Resource Balance -20.4 -22.7 -19.3 -19.4 -18.2 -19.3
Gross Domestic Saving 5.9 4.6 8.7 53 6.7 5.5

Owing to the increased pent up consumption demand, the domestic saving rate remained
lower than the PASDEP target. The domestic saving rate was 5.9% at the beginning of the
PASDEP period and remained at 5.5% in 2009/10. Likewise, consumption remained at
much the same level throughout the PASDEP period leaving no room for growth in saving.
This suggests that greater efforts are needed to increase the rate of domestic saving in order
to meet the growing investment needs of the country.

Figure 3. Percentage Share of Aggregate Consumption and Savings to GDP @CMP
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A number of policy and administrative measures were taken to improve domestic tax
revenue collections during the PASDEP period. These included strengthening the capacity
of tax collection agencies. expanding the tax identification number system throughout the
country, strengthening the value added tax system, increasing tax compliance and taking
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stringent legal measures against tax evasion. As a result, domestic revenue achieved an
annual average growth rate of 26% surpassing the PASDEP target of 20%. However,
domestic revenues as a share of GDP has marginally declined during the same period. As
Table 3 below illustrates, total revenue as a share of GDP fell from 18.9% to 17.3% over
the plan period, with domestic revenue marginally falling from 14.6% to 14.0% over the
same period.

Table 3. Percentage Share of Revenue, Expenditure and Deficit to GDP @CMP

Items 2004/05 | 2005/06 | 2006/07 | 2007/08 | 2008/09 | 2009/10
Total Revenue Including Grants 18.9 17.7 17.1 16.0 16.3 173
Domestic Revenue 14.6 14.8 12.7 12.0 12.0 14.0
Tax Revenue 11.6 10.8 10.1 9.6 8.6 11.3
Non-tax Revenue 3 4.1 2.6 2.4 3.3 2.8
Grants 4.3 2.8 44 4.0 4.3 3.2
Total Expenditure 23.5 224 20.7 18.9 172 18.6
Recurrent Expenditure 12.6 11.6 10.0 9.2 8.1 8.4
o/w Defence 2.7 23 1.7 1.4 1.2 1.0
Capital Expenditure 10.9 10.7 10.7 9.7 9.1 10.3
Poverty Oriented expenditures 13.2 13.4 13.0 12.1 10.8 12.4
Expenditure Deficit including Grants -4.4 -4.7 -3.6 -2.9 -0.9 -1.3
Deficit Financing 4.2 4.7 3.6 29 0.9 1.3
External net 2.2 1.1 1.1 1.0 0.9 1.1
Domestic net 33 2.1 3.6 2.6 -0.1 0.5

Figure 4. Percentage Share of Revenue, Expenditure and Deficit to GDP @CMP
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On the expenditure side, the government has been prudent in its fiscal management by
closely monitoring revenue performance and adjusting its spending in line with its
development priorities during the PASDEP period. In 2004/05 the share of total and
poverty oriented expenditures as a percent of GDP were 23.5% and 13.2%, respectively.
By 2009/10 the figures for each expenditure item are 18.6% and 12.4%. Further, the



proportion of budget deficit, including grants, to GDP had declined from 4.2% in 2004/05
to 1.3% by the end of 2009/10.

Although, exports have increased during the PASDEP period, the trade balance did not
improve as desired. The trade deficit widened during the period because of a significant
increase in imports, an increase necessary to sustain the high economic growth levels
achieved. (See Table 4 and Figure 5)

Table 4. Import and Export trade share of GDP (%)

Item 2004/05 | 2005/06 | 2006/07 | 2007/08 | 2008/09 2009/10 | Average
Export {merchandise) 6.9 6.6 6.1 55 4.5 4.0 5.4
Import {merchandise) 29.5 30.3 26.3 25.5 23.8 233 26.1
Trade balance -22.6 -23.7 -20.2 -20.1 -20.0 -19.3 -20.9

Figure 5. Export and Import Growth (%)
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In terms of monetary policy, the main objective was to achieve and maintain price and
exchange rate stability. During the last five years the government has taken measures that
curb inflationary pressures and increase the country's foreign exchange reserves. Fiscal and
monetary policy measures as well as administrative ones were used to reduce inflation to
single digit. For example, the National Bank raised the commercial banks’ reserve
requirement first from 5% to 10% and then to 15% of net deposits, and raised the
minimum deposit rate from 3% to 4%.




1.2. PERFORMANCE OF ECONOMIC AND SOCIAL SECTORS

1.2.1. Agriculture and Rural Development

Crop production: In 2004/05 the total land covered by the three main crops was 9.8 min
ha, by 2009/10 this area had increased to 11.25 mIn ha. Total output increased from 119.1
min qts in 2004/05 to 191 miIn gts in 2009/10. Average productivity of these crops
increased from 12.1 qt/ha in 2004/05 to 17 qt/ha in 2009/10. To realize these increases in
production and productivity it was planned under PASDEP to supply 820,000 tons of
chemical fertilizers. The actual amount supplied was 830,000 tons.

Horticulture development: It was planned to develop 419.000 ha of fruit and vegetables
by 2010. The achievement at the end of the plan year was 152,600 ha. Besides, it was
planned to produce 27.2 min gts and the achievement was 12.8 mln qgts.

Coffee development: It was planned to increase coffee production to 419.610 tons by
2009/10. In the event 341,000 tons was produced, 81.3% of the target.

Livestock production: The PASDEP target was to increase meat production to 837,000
tons; but only 605,000 tons of meat was produced, 72.3% of the planned target. The target
was to increase milk production to 3.391 min tons: and 96.2% of the planned target was
achieved with 3.261 mlIn tons of milk produced in 2009/10.

In terms of animal health services, it was planned that the number of veterinary clinics
would be increased to 3,600; the achievement was 2,275, 63.2% of the target. The target
for livestock vaccine was to supply 289 min doses in 2009/10; supply achieved was 96 min
doses, 33% of the target. PASDEP aimed to increase the number of pastoralist and farmer
trainees on basic veterinary service delivery to 3,000 and 4,144 trainees (138%) completed
this training by the end of 2009/10.

Agricultural extension services: during PASDEP it was planned to train 51,101 graduates
in the fields of plant, animal and natural resource sciences and cooperatives development
to support the agricultural extension services, at agricultural and vocational training
colleges. At the end of the plan period 52,023 graduates had completed training in these
areas. During the PASDEP period, it was planned to increase the number of minimum
package trainees to 10.39 mlin; the achievement was 12.7 min. Although the aim was to
increase the share of women trainees to 30% of the total, the percentage realised was
18.5%. It was planned to increase household family package trainees to 4.5 min by the end
of the plan period and the achievement was 5.4 min, which is higher than the planned
target by 12.5%

It was planned to increase the number of farmers training centres to 18,000; the number
actually increased by 9,265 centres, 51.5% of the target. The necessary equipments were
also supplied for these newly built training centres.

Agricultural research: Encouraging results have been achieved in agricultural research in
the three agro-ecological zones on crop, livestock, soil and water conservation, forest
development and agricultural extension practices. Some 409 new seed technologies have
been issued in crop development: 99 new breads in livestock and 91 different research
outputs were developed on soil and water conservation works.

Natural resource development and utilization: Land right certificates were issued to
12.6 min rural household heads; 185% above the target of 6.8 mIn household heads. It was
planned to develop 58,750 hectares by establishing 470,000 water harvesting schemes and
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small irrigation systems; by the end of the plan period 122.430 hectares of land were
developed by these means. During the PASDEP period, 853, 000 ha of land serviced by
small scale irrigation systems was developed well in excess of the target of 487,000 ha.

Land rehabilitated by water and soil conservation: The area of land rehabilitated by
water and soil conservation works during PASDEP was increased from 0.82 min ha in
2004/05 to 3.77 mln ha in 2009/10. With regard to forest conservation and management,
the country’s forest coverage was increased to 8.8 min ha from 4.1 mlIn in 2004/05. And at
the end of the plan period the country’s forest coverage reached 6.1 min ha.

Food security and safety net programs: Food security interventions aimed to resettle
161,108 voluntary households of which 91,317 (56.68%) households were resettled. As of
2009/10 a cumulative of 286,920 households were food secure in resettlement areas.
Productive safety net programs benefited 730,494 beneficiaries of the targeted 1.5mlin. In
290 woredas the number of farmers and pastoralists who were food insecure and needed
assistance was 7.1 miIn in 2009/10.

Forest conservation and management: The country’s forest coverage was increased to
8.8 miIn ha from 4.1 min. And at the end of the plan period the country’s forest coverage
was 6.058 min ha.

Agricultural market: 830,000 tons of fertilizer was supplied during the plan against the
target of 820,000 tons. The Ethiopian Seed Enterprise and other improved seed suppliers
supplied 527,779 qt (doesn’t include the supply by the regions) of improved seeds, against
the target of 1.8 min qt.

Agricultural cooperatives: In 2005/06 there were 20,437 cooperatives with a capital of
ETB 822 mlIn and 3,642,602 members. By the end of 2009/10 the number of cooperatives
was 33,636, their capital had increased to 1 bln birr and their membership had grown to
5.899,761. Moreover, 212 cooperative unions with 3,826 member cooperatives and a total
capital of ETB 185,472,337 were established during the plan period.

Agricultural exports: The revenue generated from flower exports increased from USD
12.6 mIn in 2004/05 to USD 170 miIn in 2009/10. In the same period, the revenue
generated from fruit and vegetable exports increased from USD 14.07 mIn to USD 31.7.
357.000 live animals were exported, a substantial increase on the target of 213,000.
319,647 tons of coffee was exported against the target of 323,000 tons. Overall, 1,225,000
tons of agricultural goods generating USD 1.55 bln were exported in the plan period
against targets of 1,183,000 tons and USD 1.517 bln, respectively.

1.2.2. Trade and Industry Development

The Trade Sector

With regard to trade regulation, a trade registration and licensing system was introduced
throughout the country, from federal to kebele levels. Generally, measures were taken to
ensure competitive trade practices and protect consumers from unfair trade practices.
During the PASDEP period a lot has been done in the process of trade partnerships and
negotiations to make the country benefit more and hence create new market opportunities
and increase foreign direct investment flow. The preparation for the WTO accession
process was finalized. Negotiations were conducted to strengthen regional trade
partnerships (Inter-Governmental Authority on Development, Sana’a Forum, The Common
Market for Eastern and Southern Africa (COMESA) and the COMESA-East African
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Community-Southern African Development Community Tripartite). In addition Economic
Partnership Agreement (EPA) was reached with the European Union.

The Industry Sector

During the PASDEP period support was given to micro, small, medium and large scale
industries and, particularly, to industries that used agricultural inputs and were capable of
generating foreign exchange.

Micro and small scale enterprise development: As a part of PASDEP, the government
took a number of initiatives to promote and expand micro and small enterprise
development in different regions and city administrations. The PASDEP target was to
create 1.5 million new job opportunities in the sub-sector which was more or less fully
achieved during the plan period. Substantial support was provided including increased
supply of credit, training, provision of production and market facilities, technology support
and provision of small enterprise information services.

Textile and garment industries: During the PASDEP period textile and garment
industries were expected to generate export earnings of USD 500 min. At the end of the
plan period, the sub sector had, however, only generated export revenues amounting to
USD 21.8 min, far lower than the target. The low level of development of the sub-sector at
the start of the PASDEP period is one of the main reasons for this under performance.
There is a clear need to increase efforts and potential to improve performance of the textile
and garment industries.

It was planned during PASDEP to attract investment in new industrial factories worth USD
1.6 bln. As a result a number of investments were made, facilities developed and
production contributing to exports commenced. These included: 2 weaving factories with a
production capacity of 10,500 tons per annum; 3 factories with a production capacity of
16.5 min metres of garments per annum: and, 10 sewing factories with an annual
production capacity of 9.3 min items of clothing. Those investments that, at the end of the
plan period, had made investments, initiated projects and, in some cases, commenced
production included: 4 factories with a production capacity of 8,225 ton trade per annum; 3
factories with the production capacity of 255 mIn metre garments per annum; 3 factories
producing 33 mIn metres of processed garments: and 1 factory with a production capacity
of 10 miIn items of clothing. Those investments that had finalised the preparation and
started the investment process included: 5 weaving factories with a total capacity of 84,875
tons per annum; 4 factories with annual production of 61 mln metre gray garments:; 4
factories producing processed garments of 113 min metres; and 2 factories with a
production capacity of over 21.6 min items of clothing. Other investors showed interest
and pre investment processes are underway.

Leather and leather products: Leather and leather products (shoes and other leather
products) were expected to generate USD 221 mln in export earnings. In the event USD
75.73 miIn was earned by the end of 2009/10. It was planned to upgrade 74 unfinished
leather processing factories to production of finished leather products but, in the event only
11 factories were upgraded, produced shoes and exported during the planning period:
14.9% of the target. As part of government’s efforts to develop capacity, the Leather
Industry Technology Institute offered training in a 10+3 diploma and 1 year certificate
diploma program levels and also some tailor made training courses on leather processing,
shoe and leather products making technologies based on customers” requests.



Sugar: During the PASDEP period, sugar industry development works included a
feasibility study, irrigation and road works, sugar cane plantation development, housing
development, construction and expansion of factories, and production of sugar and ethanol.
It was planned to finalize the establishment of two new sugar factories in Wonji and
Tenedaho and sugar factory expansion works in Metehara and Fincha. However, in Wonji,
Tendaho and Fincha the percentage completion during the plan was 30%. 25% and 40%,
respectively. It was planned to establish a new sugar factory capable of crushing 8,000 tons
of sugar cane per day and. in this case, the target has been fully achieved. Investment
licenses have been granted to plant sugar cane on 20,000 ha of land and 7.200 ha of land
was planted. The existing three sugar factories were expected to produce 1,510,683 tons of
sugar and 39,697 m’ of ethanol. Actual production over the PASDEP period was 1,468,915
tons of sugar and 30,124 m® * ethanol.

Cement: The cement industry was expected to produce 4.7 min tons of cement per year.
However, the industry achieved an output of only 1.17 mIn tons of cement per annum. This
result suggests the need to increase the production and supply capacity of cement in order
to meet the needs of the fast growing construction industry.During the early years of
PASDEP implementation there was a dramatic increase in the gap between the demand for
and supply of cement. This put considerable pressure on the construction sector. To ease
the situation, short term and long term intervention plans were designed and implemented.
The short term intervention plan involved importation of cement and construction of small
scale cement industries. The long term plan involves development of new high capacity
cement producing factories. Implementation of this plan is being closely monitored.

Metal & metal engineering: In the metal and metal engineering industries preliminary
measures were taken to unleash their full potential contribution to the country’s
development efforts. To support exporting industries, spare parts were produced locally for
four textile and two leather industries. In addition, a system was put in place that allows the
production of spare parts locally for sugar and cement as well as other manufacturing
industries.

Training has been provided on non-destructive testing, funded by the International Atomic
Agency which also supported the purchase of equipment.

Chemical industries: During the PASDEP period, support was provided to chemical
industries producing inputs for leather and textile industries measures, to address the
challenges they were facing.

Pharmaceutical industries: A strategic plan was developed for pharmaceutical industries
to support producers of drugs and pharmaceutical equipment to allow them to import their
raw material and other inputs duty free. Steps were taken to ensure that government
procurement systems give precedence to local pharmaceutical companies so as to
encourage local industry. In some cases technical assistance and consultancy support was
also provided to pharmaceutical companies to fulfil international drug producing standards
and quality.

Agro-processing industries: During the PASDEP period, an investment proposal was
prepared for the government for agro-processing industries such as the sugar industry and
for development of rubber tree. As a result, 3 companies created partnerships with foreign
counterparts. 16 potential export projects have been designed and an assistance framework
developed to help some of the projects start investment; some are now in the preparation
process. Lastly, a master plan study for cereal, oil seed and coffee development has been
prepared.
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1.2.3. Mining

The mining sector realised some significant achievements during the PASDEP period.
These include extension of the coverage of country wide geological information, hydro-
geological mapping, geophysics (gravity) studies and engineering geology mapping from
38%, 27%, 65% and 6.9% in 2004/05 to 51%, 42%, 80% and 10% in 2009/10,
respectively. It was planned to identify and delineate 30 areas of mineral deposits, while 34
such areas were identified and delineated by the end of the planning period. Annual
investment in the mining sector increased from ETB 62 min in 2004/05 to ETB 12.7 bln in
2009/10. Revenue generated by the sector increased from ETB 20 min in 2004/05 to ETB
50.1 mln in 2009/10. Mining royalty revenues reached ETB 130 mln in 2009/10. Gold and
tantalum exports increased from 3,439 kg and 92.5 tons in 2004/05 to 3907 kg and 202
tons respectively in 2009/10.

During the plan period it was expected that 5,000 kg of gold, purchased by the National
Bank of Ethiopia from artisan miners, could be sold to foreign markets by the NBE. By the
end of 2009/10. 5250 kgs of gold had been purchased by the NBE and USD 129 min
received by NBE from sales. An additional USD 2 mIn was generated by sales of 4,500 kg
of gemstones to foreign markets.

1.2.4. Road Development

With regard to federal roads, the plan for the 2004/05-2009/10 period was to reinforce 852
km of roads, upgrade 4,039 km, construct 2,769 km and execute temporary or heavy
maintenance of 3,660 km of existing roads. Thus the plan was to construct or maintain a
total of 11320 kms of federal roads, and overall 96% of these PASDEP targets were
realised. In addition, 40 new federal roads were opened for traffic and more than 11,000
km of road length added to the existing network. As a result, the total road length increased
from 36.400 km in 2004/05 to 48.800 km in 2009/10. These figures exclude Woreda roads.
The proportion of roads assessed objectively as being in good condition increased from
64% in 2004/05 to 81% in 2009/10. The time taken, on average country-wide, to reach all
weather roads has decreased from 5.7 hours in 2004/05 to 3.7 hours in 2009/10. In general,
the performance of the road sector during the PASDEP period was remarkable.

1.2.5. Rail Network, Dry Port and Transport

Rail Network: For the development of the national rail network, a feasibility study was
conducted using latest satellite mapping technology for three rail corridors with a total
length of 2,359 kms. In addition socio-economic and environmental studies of the corridors
are underway.

Dry Port: The construction of the Mojo and Semera dry ports was completed. A bilateral
agreement was reached with the government of Djibouti for a joint freight service to
further facilitate export and import of commodities. A cargo terminal has been built
onl164,238 m® land made available by the government of Djibouti. The terminal has
commenced services and will ease the transit of export and import trade.

Road transport: During 2004/5-2009/10 a road safety council was established; on main
transport corridor areas with a record of high accident levels, traffic control was
strengthened; measures were taken to ensure that accident victims receive immediate
medical attention and a mass media public awareness campaign was conducted during the
plan period. As a result of these measures, deaths due to road traffic accidents decreased
from 104 in 2004/05 to 52 per 10,000 accidents at the end of the plan period. Private
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companies were contracted to ensure technical inspection of vehicles. Moreover to address
the transportation challenges facing the capital, Addis Ababa, the possibility of introducing
mass transport system has been explored.

Air Transport: A cargo terminal for storage of perishable agricultural products was
constructed at Bole International Airport and a master plan for the airport was prepared.
During PASDEP it was planned to construct new or expanded airports at seven locations.
At Jijiga, Humera and Assosa the air ports” runway construction is completed. At Jima,
Jinka, Kombolcha and Semera runway construction works are at different levels of
construction and pre-construction phases. Mekele and Bahir Dar airports are operating to
International Standards. The PASDEP strategy to increase the number of passengers and
the amount of cargo has resulted in an increase of 1.55 mln in 2004/05 to 3.128 min in
2009/10 of the former and 1.42 bln ton/kilometres in 2004/05 to 2.84 bln in 2009/10 of the
latter.

1.2.6. Telecommunications

During the PASDEP period the mobile telecommunications network capacity was
increased from 0.5 min users in 2005/06 to 25 min in 2009/10. The number of
telecommunication customers increased from 0.56 mln in 2004/05 to 6.5 miIn in 2009/10.
In the Universal Access Program, a CDMA wireless network which covers 90% of the
country has successfully been installed and the system enables voice and data service
availability to every kebele. The number of fixed line and mobile phone users was 0.62
min and 0.02 mln, respectively in 2004/05 and these increased to 1 mIn and 0.187 mln,
respectively in 2009/10. The percentage of the rural population with access (within 5
kilometres radius) to a telephone service increased from 13% in 2004/05 to 62.14% in
2009/10.

To connect the country’s main communication infrastructure, about 10,000 km of fibre
optic cable (with high level information transmission capacity) was installed and has
commenced rendering services. A National Network Operation Centre that enables the
central administration of the network was established and the capacity to control service
quality standard and management of service failure information was put in place.

1.2.7. Energy

The construction of new hydropower plants, including Tekeze, Gilgel Gibe Il and Tana
Belese plants, enhanced Ethiopia’s hydropower generating capacity. In 2004/05 the total
hydropower generation capacity country-wide was 714 MW. The PASDEP target was to
increase power generation capacity to 3,270 MW by the end of 2009/10. The power
generation capacity actually achieved was 2,000 MW at the end of 2009/10 amounting to
62% of the target. The total power generated in 2004/05 was 3,112 GWH. It was planned
to generate 10,907 GWH by the end of 2009/10, however, only 7.689 GWH (71%) was
generated. During the PASDEP period, to conserve electric energy, 4.6 mln energy saving
bulbs were distributed to customers. It was planned to increase power transmission lines
constructed from 8,380 km in 2004/05 to 14,792 km in 2009/10.The total power
transmission line constructed was 12,147 km in 2009/10, which is 82% accomplishment of
the PASDEP targets. It was also planned to increase power substation lines constructed
from 25,000 km in 2004/05 to 136,320 km in 2009/10. By the end of 2009/10, the total
power substation lines constructed were 126,038 km, 93% of the target.






















































































































































































































































































































































