
. DOCUMENT OF INTERNATIONAL MONETARY FUND 
AND NOT FOR PUBLIC USE 

9 ,%, (3 ‘; 7 c, ,Y’ ,=. 1 L e ‘S 
l v:or31’1 .c--1 ZCI CI I 

SM/83/77 

CONTAINS CONFIDENTIAL 
INFORMATION 

May 12, 1983 

To: Members of the Executive Board 

From: The Secretary 

Subject: Ethiopia - Staff Report for the 1983 Article IV Consultation 

Attached for consideration by the Executive Directors is the 
staff report for the 1933 Article IV consultation with Ethiopia. A 
draft decision appears on page 22. This subject will be brought to the 
agenda for discussion on a date to be announced. 

If Executive Directors have technical or factual questions 
relating to this paper prior to the Board discussion, they should contact 
Mr. Callender (ext. 73397) or Mr. Scheuer (ext. 73768). 

Att: (1) 

Other Distribution: 
Department Heads 



CONTAINS CONFIDENTIAL 
INFORMATION 

I.NTERNATIONAL MONETARY FUND 

ETHIOPIA 

Staff Report for the 1983 Article IV Consultation 

Prepared by the Staff Representatives for the 
1983 Consultation with Ethiopia 

Approved by J.B. Zulu and S. Kanesa-Thasan 

May 11, 1983 

I. Introduction 

A Fund mission visited Addis Ababa during the period March 1-16, 1983 
to conduct the Article IV consultation discussions with Ethiopia. The 
Ethiopian representatives included Mr. Abebe Kebed, Minister of Domestic 
Trade; Mr. Tadesse Gebre-Kidan, Governor of the National Rank of Ethiopia; 
Mrs. Desta Bishaw, Permanent Secretary, Ministry of Finance; Mr. Mersie 
Ejigu, Head of Planning and Development, Central Planning Supreme Council; 
and other senior officials of ministries and agencies concerned with 
economic and financial matters. The staff team consisted of Messrs. 
C.V. Callender (head-AFL), D. Scheuer (AFR), Z. Ebrahim-zadeh (AFR), A. 
Feltenstein (FAD), E. van der Mensbrugghe (ETR), and Mrs. D. Heflin 
(secretary-AFR). 

The Executive Board approved a stand-by arrangement with Ethiopia in 
May 1981 In support of an eighteen-month program for a total amount of 
SDR 67.5 million, equivalent to 125 per cent of quota (Table 1). The staff 
paper on thr 1982 consultation discussions and review of stand-by arrange- 
ment was discussed by the Executive Board on June 11, 1982 (EBS/82/83 
and SM/82/99). 

The World Bank has continued its operations in Ethiopia but has made 
no new loan commitments since Junr 1982, pending a satisfactory conclusion 
of negotiations on the remaining outstanding claims of the previously 
foreign-owned nationalized businesses. Considerable progress has recently 
been made in these negotiations, and agreement has been reached with the 
owners of all the major nationalized industries with the exception of the 
Fuji Spinning Company of Japan and Mitchell Cotts of the United Kingdom. 
Negotiations with these two companies are continuing. 

Ethiopia continues t” avail itself of the transitional arrangements 
of Article XIV. A summary of Ethiopia’s relations with the Fund and a 
table of World Bank loans and IDA credits are shown in Appendices I and II. 
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Table 1. Ethiopia: Schedule of Purchases 
Hay 1, 1981-June 30, 1982 

(In millions of SDRs and as per cent of quota) 11 

By end 
of 

period 

Purchases Fund holdings as 
of which: Total per cent of quota 

Enlarged access Fund Tranche 
Total resources holdings 21 Total - holdings and 

including en- 
larged resources 31 - 

1981 
May-July 42.60 41 6.886 128.50 238.0 138.0 
September 11.75 71 6.409 140.25 259.7 159.7 
December 11.75 >I 6.409 152.00 281.5 181.5 

1982 

March 11.75 51 6.409 163.75 303.2 203.2 
June 11.75 If 6.410 175.50 325.0 225.0 

Source: nata provfded by the Treasurer’s Department. 

11 SDR - Br 2.3817 at end-June 1981. 
21 There were no repurchases during the period May 1, L981-June 30, 1982. 
21 Excluding purchases under the ccapensatory financing facility. 
41 This reflects purchases of SDR 4.10 million under the reserve tranche, 

SDR 20.50 million under the stand-by arrangement (approximately equal to the 
first credit tranche plus 12.5 per cent of quota), and SDR 18.00 million under 
the caopensatory financing facility. 

11 Reflects purchases under the stand-by arrangment at least six weeks 
after campletion of the quarter for which performance criteria have t” be observed. 
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11. Background to the Discussi”“s 

In the aftermath of the 1974 revolution, Ethiopia underwent a diffi- 
cult period of wars and major institutional changes. These disruptions 
adversely affected Ethiopia’s economic performance and financial situation. 
However, by the end of 1978 most institutional changes were completed and 
a better control over the security situation was achieved. Through the 
newly established central planning system, the Government initiated a 
program of econanic recovery. Following this initiative and helped by 
better harvests, there was an annual average rate of growth in real GDP of 
5.4 per cent during the mo-year period 1978179 and 1979180, and an increase 
in gross fixed investment from 7.5 per cent of GDP in 1977178 to 10.1 per 
cent in 1979180. In addition, there was a reductton in the external current 
account deficit from 5.3 per cent of GDP to 4.6 per cent, an increase in 
gross domestic savings from 1.9 per cent to 4.8 per cent, and a reduction in 
the overall budgetary deficit to GDP ratio from 6.0 per cent to 4.5 per cent 
(Table 2). All this was achieved despite an overall 12 per cent deterioration 
in the external terms of trade during 1978179-1979180, which mainly reflected 
a fall in coffee export prices and rising import prices. However , concurrent 
with these developments there were recurrent small deficits in the balance 
of payments, and gross foreign reserves declined from Br 578 million 
(SDR 225 million) in June 1978, equivalent to 5.7 months’ imports, to 
Br 535 million (SDR 195 million) in June 1980, equivalent to 4.3 months’ 
imports. 

The financial program supported by the stand-by arrangement with the 
Fund, which began in January 1981, aimed at further strengthening the balance 
of payments situation by containing the overall budgetary deficit, improving 
the domestic savings performance, and reducing and reallocating investment 
expenditure. The program covered the second half of 1980181 and the whole 
of fiscal 1981182. IJ For the central government budget, financial policies 
were adopted to limit the growth in current expenditure so as to achieve 
current budget surpluses during the fiscal years L980/81 and 1981182. 
These included the removal of petroleum price subsidies and the increase 
by SO-60 per cent in the retail prices of those products. Increases 1 n 
capital outlays were to ix limited to 6 per cent in 1980181 and 14 per 
cent in 1981l82, and the overall budgetary deficits to 4 per cent and 5.6 per 
cent of GDP. As part of the performance criteria, expansion in total 
net domestic credit and net credit to the Government were limited to an 
annual rate of 20 per cent and 13 per cent of beginning rmney stock 
in the first half of 1981, and 25 per cent and 19 per cent in the fiscal 
year 1981182. These measures were expected to contribute toward limiting 
the balance of payments deficit to SDR 115 million (3.3 per cent of GDP) 
in 1980/81 and to about SDR 67 million (1.6 per cent of GDP) in 1981182. 
The ratios of the external current account deficit to GDP were, however, 
projected to rise in the two years, reflecting an increased inflow of 
concessionary capital. 

11 Fiscal year 1s from July 7-July 6. - 
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Table 2. Ethiopia: Selected Eco”omic a* FLnanc~al Indlearora. 1978/?9-1982/83 

(Fiscal year endfag July 6) 

___- 

1979/80 1980/81 1981/82 
Program AcGz1 Program 

1982/83 
Actual em,. 

5.5 6.2 3.2 5.0 2.5 4.8 
1.9 4.9 1.8 6.1 2 .o 2.6 

12.5 10.0 1.9 10.0 -7.3 10.1 

31.8 
20.3 
12.5 
-3.7 

9.1 
19.8 

-11.5 -13.1 
9.9 0.9 
1.2 -1.6 

12.3 8.1 
-1 .o -6.6 

-29.0 -24.1 

. . . -4.8 

. . . 4.0 

3.5 -6.7 11.1 
9.0 9.5 9.6 
8.5 a.4 10.1 
6.4 -7.0 13.3 
0.9 12.0 11.2 

-10.0 1.1 -4.3 

0.8 

-0.3 

. . . -14.2 . . . 

. . . -12.8 . . . 

L3.4 11.8 
20.0 0.2 4.2 

6.5 4.8 4.8 
15.4 8.6 15.9 

28.4 

5.7 
13.4 

12.4 10.3 

11.0 6.6 
-5.3 -1 .o 

24.9 14.1 18.6 

19.0 3.5 13.7 
16.6 10.2 1.6 

(I” per cent Of GDP) 

0.1 

-4.5 
-5.2 

2.4 
1.7 

10.1 
4.8 

-3.1 
-4.6 

0.3 0.9 0.2 

-4.0 -4.1 -5.6 
. . . -5.1 . . . 
2.5 1.6 2.3 
1.2 1.5 3.0 

10.7 10.2 11.8 
3.0 4.0 4.0 

-5.8 -4.4 -5.4 
-7.3 -5.8 -7.4 

1.4 -0.1 

-4.9 -7.2 
-6.0 -8.7 

0.4 3.2 
5.0 2.8 

10.7 11.2 
2.6 3.5 

-5.6 -5.0 
-7.1 -6.9 

18.2 18.6 20.2 23.3 25.3 26.2 
5.8 5.6 7.1 5.7 11.7 12.4 
2.5 2.6 3.2 2.5 5.4 5.9 

(Annual percentage change unless 
otherwise specified) 

(In millions of SDRs unless otherwise specified) 

-31 .o -115.0 -47.5 -91.6 53.2 -85.4 

11.4 . . . 10.4 10.7 17.7 12.1 
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Ethiopia observed all the performance criteria and purchased the 
SIX 67.5 million from the Fund in accordance with the agreed phasing. 
The budgetary target for the program period was achieved and there was 
a turnaround in the balance of payments from a large deficit of SDR 31 
million in 1979/80 to a SDR 53 million surplus in 1981/M. The overal 1 
inflation rate, as measured by the Addis Ababa retail price index, was 
lower than programed. However, the growth in real GDP was lower than 
originally envisaged. 

In 1980/81 the current budget surplus, though small, was three times 
the program estimate and the overall budgetary deficit was within the 
program target of 4.1 per cent OF GDP (Table 2). The overall balance of 
payments deficit (1.4 per cent OF GDP) and the external current account 
deficit (5.8 per cent of GDP) were substantially lower than envisaged 
under the program (3.3 per cent and 7.3 per cent, respectively). This 
was due to a smaller trade deficit than originally envisaged, reflecting 
lower import payments as a result of tighter credit policies and the 
emphasis on reducing stocks of imported goods. Both total net domestic 
credit and net credit to the Government were lower than the program 
ceilings (Table 3). 

Table 3. Ethiopia: Indicators of Performance Under the Program 

(Iii millions of bfrr) 

1981 

Net domestic credit Net credit to Government 
program Actual Program Actual 

June 2935.0 2829.8 1198.8 1107.9 
September 3148.0 2931.2 1316.8 1217.1 
December 3368.0 2866.8 1376.8 1065.5 

19 82 

?lacch 3587.0 2987.6 1406.8 1040.5 
June 3667 .O 3125.1 1426.8 1180.9 

SOUl-Ce: Data provided by the Ethiopian authorities. 
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As discussed below, in 1981/82 both the budgetary and balance of pay- 
ments objectives were achieved and credit expansion was kept well below 
the program Ceilings. 

1. Developments in 1981182 

After averaging 5.4 per cent during 1978179 to 1979/80, the growth 
in Ethiopia’s real GDP fell to 3.2 per cent in 1980/81 and to 2.5 per cent 
in 1981/82, canpared with a target growth rate of 5 per cent for the 
program. Gross fixed investment rose slightly, but domestic savings 
declined from 4.8 per cent in 1979180 to 4 per cent of GDP in 1980/81 and 
2.6 per cent in 1981/82, reflecting in part a decline in the contribution 
of public sector enterprises. The decline in the overall growth rate was 
reflected in all sectors of the economy. Agricultural output grew by only 
2 per cent in 1981/82, coopared with 2.4 per cent in 1980/81, due to poor 
weather conditions, inadequate incentives, and marketing difficulties. 
Production of major cereal crops increased by 3.4 per cent, with 26 per 
cent of the increase attributable to the state farms. Production of export 
crops increased modestly. Coffee productton remained unchanged from the 
previous year, partly reflecting the drought in the Harerge region, but 
output of pulses grew significantly. Industrial output increased by 
3.4 per cent in 1981182, compared with a” increase of 4.1 per cent in 
1980/81. The slower growth reflected partly capacity constraints in a 
number of import-substituting industries, such as processed foods and tex- 
tiles, marketing difficulties in some export-oriented industries, such as 
shoes and leather products, and shortages of domestically produced raw mate- 
rials in others. Output in the construction sector, which accounts for 60 per 
cent of gross investment, declined by 2.6 per cent, due mainly to short- 
ages of building material, the breakdown of machinery in the cement industry, 
and delays in project implementation. 

Co”s”mer prices, as measured by the Addis Ababa retail price index, 
rose by 7.3 per cent in 1981/82, compared with 1.9 per cent in the previous 
pat-. The increase mainly reflected increases in food prices, household 
items, and transport costs. The effect of the drought on the supply of 
domestic foodstuffs, the removal of subsidies on petroleum products, and 
inexperienced marketing and distributton organisations were factors con- 
tributing to the increase in consumer prices. 

The overall budgetary deficit as a proportton of GDP increased from 
4.1 per cent In 1980/81 to 4.9 per cent I” 1981182, but remained well 
below the program estimate of 5.6 per cent of GDP. There was a slowdown 
in the growth of revenues from the high levels of the preceding three 
years to less than 5 per cent in 1981/82. Receipts from income and profits 
taxes rose by nearly 11 per cent, reflecting the intensification of the 
Government’s efforts to collect tax arrears. Domestic excise and sales 
tax revenues and receipts from export taxes rose by less than 3 per cent, 
while import duties declined. Nontax revenue rose by 9 per cent. Total 
expenditure increased by nearly 9 per cent (Table 4). Reflecting the 
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Table 4. Ethinpla: Summary of Central Government Finance, 
1970/79-1982/83 

Actual Estimates 
Fiscal Year Ended July 6 1978179 1979/80 1980/81 1981182 1982183 

Ethiopian Fiscal Year 1971 1972 1973 1974 1975 

(In millions of bin) 

Revenue 
Of which: COf fee surtax 

Current expendtture 
Current surplus or 

def tci t (-) 

Capttal expenditure l/ 
overall deficit C-J 

External borrowing (net) 
Loans and credits 
Repayments 

Domestic financing (net) 
Banking system (net) 
Pension cmmfssion and 

other 

1,375.3 1,559.7 1.738.6 1.821.6 1,909.3 
(203.4) (275.9) (147.6) (159.7) (178) 

-1,281.9 -1,548.O -1,658.J -1,692.4 -1,917.l 

93.4 11.7 79.9 129.2 y -7.0 

-332.9 -389.3 -438.2 -584.8 -722.1 
-239.5 -377.6 -358.3 -455.6 -729.9 

164.4 142.3 127.8 460.7 278.9 
(179.4) (158.3) (142.7) (478.7) (300.0) 
(-15.0) (-16.0) (-14.9) (-18.0) (-21.1) 

75.1 235.3 230.5 -5.1 451 .o 
(62.4) (199.3) (142.0) (40.4) (315.0) 

(12.7) (36.0) (88.5) (-45.5) (136.0) 

source: Data provided by the Ministry of Finance. 

L/ Net OF imputed value of external grants in kind. 
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continuation of the tight expenditure control measures and the elimination 
of subsidies on petroleum products, current expenditure rose by only 2 per 
cent, and the current surplus rose sharply to 1.4 per cent of GDP, compared 
with 0.9 per cent of GDP in 1980/81. Despite an increase in capital expend- 
iture by nearly 34 per cent, the overall budgetary deficit t” GDP ratio 
was contained at a somewhat lower level than in the program. Unlike the 
previous year, when mire than half of the overall deficit was financed by 
the domestic banking system, in 1981/82 the deficit was completely covered 
by net external borrowing and the Government took the opportunity to make 
a small net repayment to the nonbank sector. Co”aequently, net credit to 
the Government r~ae by less than 7 per cent, and total “et domestic credit 
by only 10 per cent, well below the ceilings indicated in the financial 
pt?3gr~tlk. Broad !mney expanded by 11 per cent. 

The external current account deficit (goods, services, and private 
transfers) increased by 30 per cent in 1980/81 to 7 per cent of GDP, aome- 
what leas the” the program estimate (Table 5). The main reaa”n for the 
increase in the current account deficit was the widening of the trade 
bah"ClZ. Marginally lower export prices combined with lower volume led to 
a decline of 7 per cent in the total value of exports. Imports increased 
by nearly 10 per cent, mainly on account of an increase in volume. The 
increase in imports was associated, as anticipated, with increased capital 
inflOW. Net services increased marginally, but private transfers rose 
markedly. The deterioration in the current account was mre than offset 
by a sharp increase in net capital inflows, which resulted in a balance of 
payments surplus of Br 125 million. Net foreign assets of the banking 
system rose to Br 370 million at the end of June 1982. Gross foreign 
reserves ware SDR 338 million, which was equivalent to 5.8 months of 
1981/82 imports. 

2. Developments in 1982183 

economic developments in 1982/83 appear to be mixed. Although real 
GDP is estimated to increase moderately, both the budgetary performance 
ard the overall balance of payments situation are expected to deteriorate. 
Real GDP growth is estimated to increase to 4.8 per cent in 1982/83, and 
investment to 11.2 per cent of GDP, while domestic savings is estimated to 
rise only to 3.5 per cent of GDP. 

Agricultural output is estimated to increase by about 3 per cent, 
mainly on account of a larger output OF domestic food crops; the latter 
registered higher yields as a result of improved seed, a greater supply of 
inputs, and better agricultural techniques. Output of export crops is not 
estimated to change significantly. Coffee output and exports are expected 
to rise modestly, but, with lower world market prices, the incomes of coffee 
producers are estimated to fall. output In the industrial sector is esti- 
mated to increase by 5 per cent in real terms aa a result of the expansion 
of some plants and increased availability of domestic and imported inputs. 
With the improvement in maintenance and the consequent increase 1” 
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l Tahk 5. EthlOpia: Summary Balance of Payments and !4ediurTrrm Projections 11 

(In millions of.SDRs) -. _. 

PrO”isiO”al Projected 
1979180 1980/81 1981182 1982/83 1983/84 1984185. .1985/86 

-180.6 
364.5 2, 

(234.5) 
(120.1) 
-545.1 

20.5 

15.3 

-144.8 

46.0 

68.7 
(94.4) 

(-14.7) 
(-11.0) 

-4.6 - 

3.7 - 

_- 
- 

-31.0 

19.8 

2.69 

-241.8 -351.1 - - 
328.2 133.0 

(201.8) 202.8 
(126.4) 135.2 
-570.0 -h98.1 

27.1 31.3 - - 

19.7 39.8 - - 

-195.0 -280.0 -- 

47.7 59.4 

83.2 232.6 -- 
(105.5) (244.5) 
(-17.5) (-28.6) 

(-4.8) (16.7) 

-9.7 22.3 
- 

3.8 s 

22.4 41 14.8 -- - 

-47.5 53.2 - - 

-24.1 1.1 

2.60 2.35 

-396 -412 
3i 31 m 

(212)- (227) 
(166) (182) 
-707 -821 

44 - 

44 - 

-308 - 

E 

138 
(iv) 
(-35) 

(-4) 

48 

53 - 

-311 - 

97 

159 181 207 
(55) (z?) (rn, 
(-41) (-5o)y (-55) 

C-9) (-11) (-13) 

- 
- 

- 

II 

-86 - 

- 
- 

- 
- 

- 
- 

-55 - 

-4.3 1.0 

2.26 2.27 

-417 -437 
Tc 485 

(245) (265) 
(200) (220) 
-862 -922 

55 59 - 

55 - 57 

-307 -321 - 

106 114 - - 

-- - 
; ., -. 

- __ 
- 

-- - 
- 

-20 _- 

2.0 3.0 

2.27 2.27 

sources: National Sank of Ethiopia; Mlnistr‘y of Finance; and staff eseimares 

11 Fiscal year data cover year ended July 6 vhere available. otherwise June 30. 
zf includes SDR 9.9 million of nonmonetary Sold. 
31 Includes SDR 13 milllon of nonmonetary Sold. 
$'I Includes a profit of SDR 18.8 million from the sale of &8,43@ ounces of gold. 
31 Blrr per SDR (average for period). 
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operating time in the cement industry, and an increase in the supply of 
building materials, the construction sector is expected to show a strong 
i-C?COWry. 

Consumer prices for the first six months of 1982183 rose by nearly 
6 per cent and are expected to increase by more than 10 per cent over 
the entire year. Most of the increase stems from higher food prices. 
The recent slow growth in output of domestic foodstuffs relative to the 
increase in demand, particularly in the urban areas, has contributed to 
higher food prices. Given the Government’s objective of making food 
available at a reasonable cost, recent increases in farm-gate prices 
have been limited and have proved insufficient to generate adequate 
increases in supply. 

Canprehensive data on wages are not available for the entire economy. 
The Central Government’s wage bill rose by 13 per cent in 1982/83 compared 
with 3 per cent in 1981/82. The increase reflects partly an expansion 
in employment and partly wage increases. For civil servants earning lower 
than Br 600 per month and employees of public enterprises earning below 
Br 650 per month, wage increases are limited to a maximum of 7 per cent. 
For those receiving larger salaries, wage increases are much smaller. 

The budgetary situation is estimated to deteriorate further in 
1982/83 and the overall budgetary deficit as a proportion of GDP is esti- 
mated to increase to 7.3 per cent. According to revised estimates, revenue 
is expected to increase at about the same rate (4.8 per cent) as the previous 
year, mainly on account of larger receipts from export duties, export 
taxes, and excise and sales taxes. Current expenditure IS estimated to 
rise by 13 per cent, mainly due to increases in employment and materials. 
Capital expenditure is estimated to rise by 24 per cent on account of the 
provision of equity finance for some public enterprises. This is aimed at 
improving the debt-equity ratio of these enterprises, thereby strengthening 
their financial structure. The larger overall deficit, unlike the previous 

year, will be financed mainly from domestic sources, with 43 per cent from 
the banking system. 

Monetary and credit developments in 1982183 reflect the Government’s 
recourse to the banking system to finance the large budgetary deficit. 
In order to provide additional equity finance for the public enterprises, 
the Government issued a proclamation providing for the sale of bonds by 
the Treasury to the National Bank and the Canmercial Bank. This resulted 
in a considerable expansion in domestic credit. During the first six 
months of the fiscal year (July to December 1982) net domestic credit rose 
at an annual rate of nearly 16 per cent; net credit to the Government 
expanded at a” annual rate of 34 per cent, while claims on other sectors 
rose by less than 6 per cent. Net foreign assets fell sharply in the 

first half of 1982/83. Reflecting these developments, broad money grew 
slightly. For the entire fiscal year total net domestic credit is expected 
to expand by 14 per cent; net credit to the Government is expected to 
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increase by 27 per cent and credit to the other sectors by 6 per cent. 
No change in net foreign assets is expected in the second half of the 
fiscal year. Accordingly, broad money is expected to grow by nearly 
8 per cent. 

Despite an increase of 8.3 per cent in the trade deficit, the external 
current account deficit is estimated to decline from 7.1 per cent of GDP 
in 1981182 to 6.9 per cent in 1982183. Exports are provisionally estimated 
to increase by 11 per cent on account of a rise in noncoffee exports. 
Improvements in quality and processing, as well as the Government’s strong 
encouragement of private traders (starting from the beginning of 1983) to 
participate actively in export trade, account for this favorable development. 
Imports are provisionally estimated to grow by about 10 per cent in nominal 
terms. Net capital inflows are estimated to be lower than in the previous 
year, with the result that the overall balance of payments is estimated to 
swing sharply into defictt of SDR 86 million in 1982/83. Gross foreign 
reserves are expected to decline to SDR 266 million at the end of June 
1983, which is equivalent to 4.0 months of 1982/83 imports. 

Unlike mixt developing countries, Ethiopia does not have to meet 
onerous amortization payments, due to the low level of external assistance 
it receives and the concessionary nature of such assistance. During the 
five-year period ended June 1982, Ethiopia’s outstanding public debt 
increased on an average of only lJS$lOO million per annum (Table 6). As a 
percentage of GDP, external debt constituted only 22 per cent in June 
1982. This reflects the policy of the Ethiopian authorities to rely mainly 
on concessionary loans. Thus, the debt service ratio has remained relatively 
low, although it increased from 7 per cent in 1980/81 to 12 per cent in 
1981/82. Projections for the next few years indicate an average debt 
service ratio of 14 per cent excluding repurchases to the Fund, and 17 per 
cent including repurchases. 

11t. Report on the Discussions 

The Ethiopian Government is currently preparing a Ten-Year Perspective 
Plan covering the period 1983/84-1992193. Within the general framework 
of the Ten-Year Plan, the Government has prepared a draft public sector 
investment program for the three-year period 1983184-1985186, outlining 
the general objectives, strategies, sectoral priorities, investment 
targets, and proposed financing. 

The program alms at growth rates in real GDP of 6 per cent in 1983184, 
6.5 per cent in 1984185, and 6.5 per cent in 1985186. It envisages total 
investment at 1981/82 prices of about Br 6,309 million, compared with 
Br 3,400 million in the previous three years, with 21 per cent allocated 
to mining, power, and water development, 20 per cent to transport and 
c*mm”“1cati0*s, 19 per cent to industry, 15 per cent to agriculture, 10 per 
cent to construction, housing, and urban development, and the remainder 
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Table 6. Ethiopia: Medium-Term Debt Scenario 

(In millions of SDRe) 

19 81/ 82 1982/83 1983184 Ll 1984185 If 1985186 J 1986187 Lf 

Debt service payments 

a. Payments on existing debt 53.5 66.6 71.9 78.1 77.7 69.6 
Interest (24.9) (31.9) (30.7) (28.5) (23.2) (19.8) 
Amortization 2/ (28.6) (34.7) (41.2) (50.2) (54.5) (49.8) 

b. IMF (:::, 21.1 26.9 37.2 39.5 17.3 
Charges (9.8) (8.9) (7.3) (4.9) (2.5) 
Repurchases -- (11.3) (18.0) (29.9) (34.6) (14.8) 

c. Payments on new borrowing Jf . . . . . . (E, 13.7 22.0 31.3 
Interest ( 

I:::; (I:; 
(13.7) (22.0) (31.3) 

Amortization c--j (--I (--) (--I 

d. Total (a + c) 53.5 66.6 77.9 92.4 99.7 100.9 
Interest (24.9) (31.9) (36.9) (42.2) (45.2) (51. 
Amort ization (28.6) (34.7) (41 .O) (50.2) (54.5) 9 (49.8 

e. Total debt service pay- 
ments/exports of goods 
and nonfactor services 11.7 12.4 13.7 14.9 14.7 13.6 

External debt outstanding 860 1,049 1,209 1,400 1,620 1,878 

External debt/GDP 22.2 23.7 25.8 28.2 29.7 31.3 

Sources: National Bank of Ethiopia; Ministry of Finance; IMF Treasurer’s Department; 
and staff estimates. 

11 Assumes Br 2.27 = SDR 1. 
2/ Excludes IMP repurchases. 
3/ Assumes average interest rate of 3 per cent, 4 years grace period, and maturity 

of 20 years. The terms assumed are somewhat less favorable than those experienced in recent 
years. 

l 
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to trade, tourism, and education. About 46 per cent of the total invest- 
ment is expected to be financed from domestic sources and the remainder 
From external sources. 

The staff representattves reviewed the program targets for investment, 
savings, the balance of payments, and the hudget. They pointed out that, on 
the basis of historical data, the investment target appeared t” be ambitious 
and that it relied heavily on external financing for its implementation. 
Moreover, the expectations with respect to capital inflows were overly 
optimistic and, as a result, there was a risk of an acceleration of infla- 
tion and pressures on the exchange rate. Therefore, the discussions focused 
on the economic and financial policies to be followed in the medium term, 
particularly those affecting domestic production and exports, budgetary 
performance, the mobillzation of domestic financial savings, and external 
debt management . 

1. Production policies 

In accordance with the longer-term objective of attaining self- 
sufficiency in food production, increasing agricultural output, and 
increasing the share of industrial output in total production, the public 
sector investment program places heavy emphasts on agricultural and 
industrial development. Indeed, a large portion of the investment 
allocated to power and water development and to transportation is designed 
to improve the productive capacity in the agricultural and industrial 
SeCtOrS. 

In the agricultural sector the focus has been on the organlzation 
of farmers on 3 voluntary basis into producers’ and service cooperatives 
with a view to providing the organizational framework for improving infra- 
structure, providing inputs to farmers, and improving marketing effficiency. 
In addition, while the acreage under cultivation by state farms is not 
expected to expand rapidly, greater emphasis is being placed on improved 
management and agricultural practices, and yields are expected to increase 
substantially. 

The results so Far have been mixed. The m”vement from peasants’ 
associations into cooperatives has been slower than anticipated, and output 
on some of the state farms in rain-fed areas has been adversely affected 
by drought. Although output and yields on state farms in irrigated areas 
have been increasing, and the average yields for the major cereal crops are 
currently above the national average, they are not yet sufficiently high 
t” make the operations of the state farms profitable. 

The Ethiopian authorities plan to continue their policy of encouraging 
the formation of producers’ and service cooperatives. These cooperatives 
are intended to serve as vehicles for providing inputs, extension services, 
and credit to farmers cultivating small plots scattered “ver wide areas. 
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In order to reduce the dependence on rainfall, irrigated agriculture is 
being encouraged. Lorrcost projects to divert water from rivers and other 
irrigation supply and distribution systems are being constructed. 

In the medium term, greater emphasis will be placed on improving pro- 
ductivity. Improvements in harvesting techniques could play an important 
role in increasis yields. Losses due to improper handling and inadequate 
storage are presently estimated at 20 to 30 per cent of output. It is 
possible to reduce this loss by half through the use of animal driven 
or mechanized harvesters and by providing better storage facilities. 
Other measures designed to improve yields include the expansion of the 
program for seed multiplication and dissemination and the establishment 
of a farmers’ multi-purpose training “enter. The latter, by providing 
agricultural training to Farmers, is expected to make a significant czn- 
tribution to an improvement in agricultural practices. 

The Government intends to expand the acreage under cultivation by 
state farms, though at a much slower rate than in the past. Greater care 
will be taken with respect to crop selection to ensure that the crop 
is well suited to the particular area, and emphasis will be placed on 
irrigated farming. The Awash Valley irrigated project will be expanded at 
a rate of about 2,500 hectares a year, and additional projects are being 
developed. Priority will be given to the cultivation of export crops such 
as coffee, tea, cotton, pulses, oil seeds, sugarcane, spices, vegetables, 
and fruits. 

In view of the recent slow growth in agricultural output, particularly 
of domestic foodstuffs, the Government has decided to reexamine its grain 
pricing and marketing policies. To this end, a special study financed by 
the World Bank is heing undertaken to investigate ways to stimulate grain 
production and improve marketing. The study will take into account recent 
developments in the costs of inputs, the prices of items in the farmers’ 
consumption basket, and the impact of increased prices for grains on the 
cost of living. The study is expected to be completed shortly and will be 
used as a basis for future government action. The staff representatives 
said that adjustments in prices by the Agricultural Marketing Corporation 
(AMC) to reflect increased costs of production have been slow and generally 
inadequate, and marketing prohlems (including transportation) have hindered 
the efficient collection and distribution of domestic foodstuffs. Therefore, 
action in these areas should be expedited. 

The Government’s plans for the livestock sector include the improvement 
of the quality of both beef and dairy cattle through crossbreeding and an 
increase in sheep production through the provision of better veterinary 
services and genetic and institutional improvements. 

In recent years industrial expansion has been hampered by lack of 
capacity, shortages of local raw nateri318, and, in the case of shoes and 
leather goods, weakness in foreign markets and deterioration in price 
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competitiveness. I” order to overcome these problems and increase output, 
investments in import-substituting industries will be geared to increasing 
production of basic consumer goods, such as sugar, textiles, edible oil, arad 
processed cereal products, and intermediate goods, such as cement and 
building materials, jute bags, paper bags, and metal products. With respect 
to the export-oriented indljstries, priority will be given to improved 
processing of hides and skins, production OF shoes and other leather goods, 
ad soluble cof Fee, and the prcxnotion of handicrafts such as weaving, 
metal and leather products, and pottery and woodwork. In addition, a more 
aggressive export strategy to obtain new markets will be adopted. 

2. Domestic policies 

The Government will need to mobillze a larger amount of domestic 
resources if Its medium-term investment goal is to be attained. Policies 
aimed at achieving budgetary savings through revenue-raising or expenditure- 
restraining measures will need to be implemented, and greater efforts made 
to mobilize domestic savings through the banking system or through the 
issue of domestic public debt instruments. 

During 198?/83 government fiscal policy was characterized by a lack 
of any new measures to improve revenues. At the same time, there was, to 
a certain extent, a loss of control a,ver current expenditures, as wages 
and operating expenses rose by almost 14 per cent. Fiscal policy con- 
tinued to emphasize raising the level of capital expenditures, mainly in 
the area of economic rather than social development. As a result, the 
overall fiscal deficit rose and was financed, to a large extent, by 
recourse to the domestic banking system, with corresponding inflationary 
preSS”rl?. 

The Government is aware of the need to increase revenues, and some 
revenue-raising measures have already been proposed but have not yet been 
implemented. Some are expected to be implemented in fiscal 1983/84. Tax 
administration will be simplified. The corporate income tax, which is 
currently paid annually on the basis of the previous year’s income, will 
be paid quarterly, based on the estimated current year’s income. This 
is intended t” smooth out the fluctuations in the Government’s cash flow 
and enable more efficient expenditure planning. In addition, proposals 
for a reform of the indirect tax system, with a view to both simplifying 
these taxes and adjusting selected tax rates, are expected to be imple- 
mented in the near Future. The number of indirect tax rates will be 
reduced to four rates of 0, 15, 25, and 35 per cent, to be levied upon all 
goods, both foreign and domestic, according to their classification as 
luxury or essential ttems, and specific taxes will be changed to an ad 
valarem basis. This package of measures is expected to increase revenue 
by about 8 per cent annually, but this amount could increase substantially 
if proposals to raise the sales tax rates and increase their coverage are 
implemented. Proposals have also been submitted to improve the assessment 
of agricultural incomes and related tax collections. Farmers with annual 
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incomes below Br 600 pay Br 10 as Income tax and Br 10 as land-use 
tax, while fanners with incanes over Br 600 are expected to pay taxes 
on the excess. However, very few farmers report incomes in excess of 
Br 600, and proper assessment under the existing system is difficult. 
If the proposals are approved, the yield From this source is expected 
t” wpand pari pass” with the extension of producer cooperatives. 

The Ethiopian authorities have, up until 1981182, exerted firm control 
Over expenditure and will need to reassert such control in the Future. 
There is considerable pressure to increase expenditure on investment in 
the productive sector, and there may be increasing resort to domestic bank 
financing for this purpose. The staff representatives pointed out that 
the ensuing expansion in domestic liquidity could have an adverse impact 
on the balance of payments and prices. Although it is possible that this 
increased liquidity may eventually be matched by increased output from 
projects currently being undertaken, it is unlikely that these effects 
vi11 be felt within the next three years, give” the gestation period of 
most projects. Continuous recourse to large amounts of bank Financing, 
as occurred during 1982/83, is not sustainable. Therefore, the authorities 
should continue to restrain credit expansion to a level consistent with 
the balance of payments objective. 

Public enterprises have, in the past, contributed significantly to 
budgetary revenue. However, in the past two years their contribution to 
revenue has declined. One of the reasons has been delays in the adjustment 
of the prices of their products. The staff representatives suggested that 
the delay in adjustment of prices should be reduced and that efforts to 
improve management, increase productivity, and control costs should be 
intensified. The recent measures to reduce the debt/equity ratios of some 
public enterprises should enable them to increase their operating surplus 
by reducing amortization payments, but the Government should also be prepared, 
as in the case of some of the state farms, to reappraise the performance 
of individual public enterprises and, if their operations are unprofitable, 
to Liquidate them. 

The staff representatives pointed out that, while Loan rates of interest 
were positive, deposit rates were slightly negative, and there was only a 
small differential between short- and Long-term deposft rates. ?foreove r , 
to the extent that the authorities would be continuing to rely on domestic 
bank financing to cover a sizable part of future budgetary deficits, it 
would be important to Limit the size OF central bank financing and rely 
more on financial savings mobilized through the deposit money banks. To 
ensure that deposit money banks are able to meet this need, as well as the 
expected growth in the demand For, credit of the nongovernment sectors, 
the staff representatives suggested that an increase in interest rates 
would be appropriate. The Ethiopian representatives replied that, in the 
present circumstances, only a sizable increase in interest rates, to 
about 20 per cent, would have any appreciable effect. Instead, their 
First priority is to extend commercial bank branches to the rural areas to 
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tap the incomes of farmers. They will also consider developing suitable 
debt instruments for sale to the nonbank private sector. In the context 
of developing such debt instruments, they will be seeking technical assis- 
tance fran the Fund. 

Regarding the provision of credit to finance agricultural development, 
the Ethiopian representatives said that at present the Agricultural Invest- 
ment and Development Bank (AIDB) was primarily responsible for financing 
the credit needs of the peasants’ associations and producers’ cooperattves. 
If the demand for credit from those groups rises considerably, the Canmercial 
Bank will be allowed to participate in financing their needs. The represen- 
tatives added that credit in kind, through fertilizers and pesticides, was 
also provided by the Ministry of Finance and by the AIDB through the AMC. 

3. External prospects and policies 

In assessing the medium-term balance of payments prospects for Ethiopia, 
the staff took into account the Government’s objective of maintaining 
resemes at a level ‘equivalent to three months’ imports, the likely growth 
of export 6, and availability of foreign resources. Imports were then derived 
as a residual. Taking into consideration the trend in capital inflows over 
the past five years,‘the level of committed but as yet undisbursed foreign 
aid, and the authorities’ assessment of likely disbursements of such aid as 
well as disbursements From negotiations now under way, and projected increases 
in debt repayments,!net inflows of capital and public transfers are forecast 
to increase by 14 pe; cent annually between 1982183 and 1985/86. This 
rate of increase isI lower than that indicated in the Goverwent’s draft 
public sector inves‘tment program. 

Under present exchange rate policies, the value of exports is projected 
to increase at an annual rate of 8 per cent. Export volume is projected 

to rise by about 5 per cent annually, with most of the increase coming from 
noncof fee exports. This reflects the Government’s policy of export 
diversification, particularly expansion of output of cotton, vegetables and 
fruits, and pulses from the state farms, and the enhanced role of private 
traders in exporting cattle, pulses, and oilseeds. The U.S. dollar export 
price index is forecast to rise by about 3 per cent annually, which reflects 
higher average prices for coffee (with the growth of sales of washed coffee), 
and improvements in the quality of hides and skins and other leather products. 

Based on the above forecasts for increases in foreign assistance and 
exports, and projected moderate increases in the surpluses on net services 
and private transfers, it was estimated that the growth of total imports 
would have to be restrained to about 6 per cent annually, roughly 2 per 
cent in real terms. Within this overall increase in total imports, the 
increase in capital goods imports, reflecting the antictpated rise in net 
inflows of foreign aid. is expected to account for a major share. The 
overall increase in other imports is expected to be modest as the share 
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of oil imports is expected to decline From 22 per cent in 1982183 to 
19 per cent in 1985/86, mainly as a result of Falling oil prices and 
energy conservation, and the share of other non-oil imports is expected 
to decline fran 43 per cent to 39 per cent, reflecting the Government’s 
policies of expenditure control and import substitution. 

The Ethiopian representatives agreed that, in view of their objective 
to maintain gross reserves at a level equivalent to three months of imports, 
any further increase in imports to accelerate their investment program 
would require a mOre rapid expansion of exports and higher net capital 
inflows. They stressed their commitment to expanding and diversifying 
exports and cited policies under way to increase the proportion OF 
washed coffee in total exports, to improve the quality of hides and skins, 
and increase exports of shoes and other leather products, pulses, oilseed 
cake, cotton, sugar, Fruits and vegetables, and Livestock products. 
At the same time, the Government’s policy of import substitution was ex- 
pected to save foreign exchange spent on consumer and,intermediate goods, 
with the result that the proportion of capital goods i,” total imports 
would increase. 

With respect to mobilization of foreign resource& the representatives 
indicated that Ethiopia’s debt service ratio is still’rrelatively low and 
that there was some room to increase its external indebtedness. However , 
they stressed that they would continue to try to obtaic external resources 
only on concessionary terms. The flow of resources tdJEthiopia, par- 
ticularly from the World Bank, had been impeded by complications arising 
froa the compensation issue For nationalized foreign enterprises, but, now 
that negotiations for the settlement of most of these $laims have been 

satisfactorily completed, they expected the volume of external aid to 
increase. The recent proclamation on joint ventures, outlining the terms 
and conditions under which foreign capital can participate in investment, 
should also enhance the climate For private foreign investment in Ethiopia. 
Consequently, the inflow of capital may exceed the amounts indicated in 
Table 5 and thereby support a higher level of imports and investment than 
currently envisaged. 

The birr is pegged to the L1.S. dollar. Between January 1975 and 
December 1982, based on changes in the consumer price index, Ethiopia’s 
import-weighted real effective exchange rate appreciated against the 
currencies of her major industrialized trading partners by 37.5 per cent 
(Chart 1). On account of the strength of the U.S. dollar, the birr 
effectively appreciated in real terms by 13 per cent during Fiscal year 
1981/82. Vespite the marked appreciation, the average annual increase in 
the volume of noncoffee exports during the period 1977/78-i982183 was 
8 per cent. In this context, and given the fact that imports were tightly 
controlled through a system of licensing and geared to the country’s 
investment program, the Ethiopian representatives were not convinced that 
a devaluation would result in an improvement in the balance of payments. 
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l 
Gtven the development requirements, the demand for imports is highly 
inelastic. Also, in their view, exports have mantfested low price respon- 
siveness. On these grounds, therefore, the representatives did not think 
that a depreciation of the birr was prudent at this time. They emphasized 
that the present system OF administered prices, of which the exchange rate 

was sonly one element, had served them well so far, and that any changes in 
the system had to be considered withi~n the general framework of prices and 
incanes policies. 

The staff representatives replied that, in the present environment of 
scarce financial resources, both domestic and external, a depreciation of 
the birr would contribute materially toward achieving a sustainable current 
account balance in the medtum term and improve the prospects for overall 
growth. Devaluation would increase coffee producer prices, giving the 
farmers incentive for increasing marketing through official channels, and 
encouraging new investment to regenerate and improve coffee production 
capacity. Higher export tax revenue would also be generated, which can 
he mobiltzed to support export diversification and investment in import- 
substituting industries. The higher price of foreign exchange would also 
lead to improved efficiency of investment and better utilization of relative- 
ly cheap lahor resources. 

In 1977178, restrictions on current international payments and 
transfers were introduced when Pthfopia was Faced with rapidly declining 
reserves. Foreign exchange licenses were granted for only essential com- 
modities. Some relaxation of restrictions was later introduced with regard 
to the importation of certain items, such as baste consumer goods. Although 
gross official reserve have declined sharply since the last consultations. 
no new restrictions have been introduced and the authorities have continued 
to administer the existing restrictive system in a flexible manner to meet 
the country’s essential impart needs. The authorities intend to relax the 
existing restrictions as Ethiopia’s balance of payments situation Improves. 
Ethiopia does not currently have any bilateral payments arrangements. 
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Iv. Staff Appraisal and Proposed Decision 

After recovering fran the disruptions caused by the revolution and 
the major institutional changes instituted in its aftermath, Ethiopia’s 
econanic and financial situation weakened in 1980/81. The balance of 
payments situation improved after the introduction OF the Financial 
program in 1981/82, but the growth rate of real GDP declined and the 
overall budgetary deficit as a proportfon of GDP increased. Growth in 
real GDP is estfmated to recover in 1982183, but the balance of payments 
is estimated to swing into a considerable deficit and the overall budgetary 
deficit to increase further from 4.9 per cent of GDP in 1981182 to 7.2 per 
cent in 1982/83. Domestic savings as a percentage of GDP Is estimated 
to rtse slightly in 1982/83 but will he lower than in 1979/80-1980/81. 

In view of the recent slow growth in agricultural output, particu- 
larly of domestic food crops, the Government should take steps to provide 
price incentives to Farmers which will cover the cost of production, 
including the cost of the various inputs, and give them an adequate 
inCOme. The reorganization OF the agricultural sector, with its emphasis 
on producers’ and service cooperatives, may generate better agricultural 
practices, provide better and m3re widespread extension servtces and a 
larger supply of inputs, and ultimately result in higher yields in the 
medium term. But, without adequate price incentives, these efforts may 
not yield the desired results. The Government should also continue its 
pragmatic policy with respect to the state Farms, giving greater attention 
to the selection of crops for specific areas, intensifying efforts to 
increase productivity, and terminating the operations of unprofitable 
farms. 

There was a significant weakening in budgetary performance Ln 1982/83. 
In the past the Ethiopian authorities have succeeded in restricting 
expenditure to the available domestic and foreign resources and in avoid- 
ing any undue domestic credit expansion. The authorities have attributed 
the developments in 1982183 mainly to the provision of capital for some 
state enterprises, and have stated that they intend to adopt a cautious 
policy with respect to domestic bank Financing of the deficit. This policy 
should be strictly adhered to, as continued sharp increases in the overall 
budgetary deficit and greater recourse to the banking system would have an 
adverse impact on the balance of payments and on price developments. The 
Government has shown that it is aware of the problem and is considering 
implementing additional revenue measures in an effort to contain the over- 

all budgetary deficit. In addition, in view of the declining contribution 
OF the public enterprises to revenue, the Government should intensify its 
efforts to improve management, productivity, and profitability OF the 
enterprises and thereby increase their contribution to revenues. The staff 
feels that, in addition to the expansion of hank branches and the develop- 
ment of appropriate public debt instruments, adjustments in domestic 
interest rates could help to increase the contribution of domestic savings 
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to investment. Moreover, the Government should be prepared to reduce 
the level of investment over the medium term if disbursements of external 
resources fall below the levels expected in the three-year program. 

In view of the objective of the Ethiopian authorities to maintain 
gross reserves at a level equivalent to three months’ imports, a large 
public sector investment program would call for intensified efforts 
to strengthen fiscal and credit policies, to increase import substitution 
ard exports, and to obtain higher net capital inflows. The Government is 
already implementing policies in support of these objectives. The staff 
believes that such efforts would be strengthened by a more active exchange 
rate policy and the resulting mOre appropriate cost-price relationships. 
The proclamation on joint ventures, setting out the terms and conditions 
for foreign particiption in investment, and the progress wtth negotiations 
for the settlement of canpensation claims for nationalized foreign enter 
prises, should improve the climate For Foreign investment and for enhanced 
external support. Nevertheless, the authorities should pursue a more 
vigorous policy to mohilize external aid and private Foreign investment, 
and particularly to settle outstanding compensation claims. Ethiopia’s 
debt service payments, based on existing obligations, are still relatively 
low, and the staff supports the authorities’ preference to limit further 
borrowing only to those on concessional terms. It would also he important 
that such borrowing be used for productive purposes. 

Since 1978, Ethiopia has maintained restrictions on payments and 
transfers for most current .j.nternational transactions. Some de facto 
1iberalization of restrictions on certain imports was adopted in mid-1979. 
Despite the decline in reserves since the last consultations, no new 
restrictions have been introduced and the authorities have continued to 
administer the restrictive system in a flexible manner as Far as payments 
for essential imports are concerned, although For other transactions the 
exchange and trade systems remain highly restrictive; payments arrears 
have been avoided. The authorities intend to relax existing restrictions 
as Ethiopia’s balance of payments situation improves. The staff believes 
that the authorities should aim at renewed liheralization in the Forthcoming 
year. This would be facilitated by reinforced implementation of economic 
and financial policirs to strengthen the balance of payments and transfers, 
including a more Flexible use of exchange rate policy. In the meantime, 
the staff recommends approval of the restrictions on current payments, 
until the ccmplrtion of the next Article N consultation with Ethiopia 
or May 31, 1984, whichever is earlier. It is recommended that the next 
Article N consultation with Ethiopia be held on the standard 12-month 
cycle. 
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The Following draft decision is proposed For adoptton by the 

Executive Board: 

1. The Fund takes this decision relating to Ethiopia’s exchange 

measures subject to Article VIII, Section 2, and in concluding the 1983 

Article XIV consultation with Ethiopia, in the light of the 1983 Article IV 

consultation with Ethiopia conducted under Decision No. 5392-(77/63), 

adopted April 29, 1977 (Surveillance Over Exchange Rate Policies). 

2. Ethiopia continues to maintain restrictions on payments and 

transfers for most current international transactions as described in 

W/83/ . The Fund notes the intention of the authorities to relax the 

existing restrictions as the balance of payments situation improves. In 

the meantime, the Fund grants approval for the retention of the exchange 

restrictions subject to Article VIII, Section.:, until the canpletion of 

the next Article IV consultation with Ethiopia or May 31, 1984, whichever 

is earlier. 

, 



ETHIOPIA--Basic Data 

Area, population, and GDP per capita 

Area: 
P”p”lsti”n: 

Txal (mid-1983 estimate) 
Growth rate 

GDP per capita (1983): 

1978179 

Gross domestic product (GDP) 

GDP at current market 
prices 

Agriculture (per cent 
of tQta1) 

Manufacturing (per (cent 
of total) 

Dlstrlbution srrvlces 
(per cent OF total) 

GDP at constant 1960/61 
factor cost 

Government Finance 

7,961.j 

44.1 

5.9 

13.5 

4,221.7 

Revenues and cash 
grants 

rxprniii t ure 
1,375.Y 
1,614.8 

1.559.7 1,738.6 1.821.6 1,909.3 
l,937.3 ?,r)94.9 ?,277.2 2.639.2 

Cur rent (1,?~1.9) (1.548.0) (1,658.7) (l.fi92.4) (1.917.1) 
Capi ta1 (332.9) (389.3) (438.1) (534.8) (722.1) 

nvrralL deficit and 
E Lnanci rig 239.5 377.6 358.3 455.6 729.9 
External borrowing (net) (164.4) (142.3) ( 127.8) (460.7) (278.9) 
Domestk financing (net) (75.1) (235.3) (230.5) (-5.1) (451 .O) 

1.2 million square kilometers 

34.3 millton 
1.3 ,rent per 
SDR 129 (Br 291) 

1979/8@ 1980/81 1981182 1982183 11 - 
Fiscal year ended July 6 

(In millions of birr) 

8,469.q 8,8115.4 9,247.9 9.996.4 

44.0 44.0 43.3 42.1 

6.3 6.4 6.5 6.5 

13.8 14.2 14.4 14.2 

4,454.z 4,595.4 4,710.g 4,936.Z 

11 Provisional estimates. - 
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ETHIOPIA--Basic Data (continued) 

Money and credit (In millions of birr) 

Domestic credit 
claims on Govern- 

ment (net) 
Other credit 

Money and quasi-money 

2,085.O 2,612.l ?,R29.7 3,125.l 

(862.3) (968.1) (1,107.9) (1,180.9) 
(1.222.7) (1,644.2) (1,721.8) (1.944.2) 

1,859.3 2.332.2 2,377.7 2,643.7 

1978179 1979180 1980/81 1981182 
Fiscal year ended July 6 

Balance of payments 

Exports, F.o.h. 
Of which: coffee 

Imports, c.1.f. 

Trade hslancr 

Services (net) 
Private unrequltrd 

transfers 

Current account 
baldwe 

Official unrequited 
trams Fers 

Capital acCO”nt (net) 
Errors and cmi ssinns 
SDR allocations 

1979 1980 1981 1982 1982 
End of June End of Decembe; 

(In millions of SDRs) 

280.7 364.5 
(204.1) (234.5) 
-459.9 -545.1 

-179.2 -180.6 

15.9 70.5 

18.1 15.3 

-145.1 -144.8 

46.5 46.0 
4Q.3 6t3.6 
18.8 -4.5 

3.6 3.7 

328.2 
(201.8) 
-570.0 

-241.8 

27.1 

19.7 

-195.0 

47.7 

63.2 
-7.7 

3.R 

Revaluation of reserves -- -- 22.5 
Overall halanc? 

(deficit -) -35.9 -31.0 -47.5 __ __ 

Exchange rate (Br/SDR, 
period average) 2.5531 2.6934 2.5986 

338.0 391.3 

3,371.4 

(1,370.:) 
(2,OQl.O) 

2,639.5 

1982183 11 - 

(202.8) (212.0) 
-695.1 -787.5 

-351.1 -396.2 

31.3 44.4 

39.8 44.3 

-150.0 -307.5 

59.4 84.1 
231.5 13R.C 

22.4 -- 

4.1 
14.9 -- 

53.? -85.4 

2.3535 _..~ 7 7579 

11 Provisfon:ll estimates. - 

’ l 
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ETHIOPIA--Basic Data (concluded) 

1978179 1979180 1980/81 1981182 1982f83 11 

(In millions of SDRs) 

External public debt 
(end of period) 

Disbursed and out- 
standing 

Debt service pay- 
ments (including 
Fund charges) 

454.9 526.3 664.0 923.2 1,041.2 

24.2 26.1 31.5 53.5 66.1 

1979 1980 1981 1982 1983 

Gross official inter- 
national reserves 
(end of June) 

Dl?C. 

84.9 117.9 124.7 248.2 181.4 

11 Provisional estimates. - 
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ETHIOPIA--Relations with the Fund 
(As of !lsrch 31, 1983) 

Date of membership: 

Quota: 

December 27, 1945 

SDR 54 million (Ethiopia has 
consented to the increase of 
its quota under the etghth general 
review to SDR 70.6 million) 

status: 

Intervention currency and the rate: 

SDR/Locsl currency equivalent: 

Direct distribution of profits 
Frun Sold sales (July 1, 1976- 
July 31, 1980): 

Distribution: 

Article XIV 

‘Jss Br 1 = usso. 

SDR 1 = Br 2.2328 

USs4.27 million 

23,106.991 fine ounces In Four 
distributions 

Trust Fund loan disbursements: SDR 26.38 million 

Fund cur racy holdings : SDR 168.74 million (312.49 per 
cent of quota), of which 
SDR 47.25 million (87.50 per 
cent of quota) under cornpen- 
sstory financing and SDR 32.52 
mtllion under EAR (60.23 per 
cent of quota) 

SDR posit ion: 

Staff contacts 

Last Article N consultation 
and stand-by review: 

Hqldings of SDR 1.19 million’ 
(10.69 per cent of net cumula- 
tive allocation of SDR 11.16 
q il 11 on) 

February 28-March 13, 1982 
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- 27 - APPENDIX II 

ETHIOPIA: IBRD Loans and IDA Credits by Sector 

(As of January 31, 1983; in million of U.S. dollars) 

--__-- _-- --- ----- 

- 

Total Disbursed Undisbursed ------ -- --- 
Tnt al IBRD IDA Total IBRD IDA Tots1 IBRD IDA 

----- _---- 

Agriculture 

EducatZon 

192.57 _I! -- 

80.34 -- 

45.60 46.60 

175.57 

so.34 

118.46 -- 118.46 

54.46 -- 54.46 

46.60 44.60 -- 

10.80 lO.RO -- 

123.57 33.50 90.07 

15.00 4.00 11.00 

42.55 13.70 28.R5 

9.08 -- 9.08 

420.52 10’3.60 311.92 

57.11 -- 

25.88 -- 

-- -- 

57.11 

25.RS 

Power -- -- 

water Supply 

Roads 

-- -- -- -- 

12.13 -- 

Industry 

a Communicat fans 

Rehabili tat Ion 

Tot al 

10.98 A/10.80 

135.70 3.50 

44.33 4.00 

47.10 3/13.70 - 

10.00 -- 

567.62 105.60 

102.20 

40.33 

29.37 

10.00 

437.81 

29.33 -- 

.52 -- 

.92 -- 

125.89 -- 

12.13 

29.33 

.52 

.92 

125.89 

SOUlYe: Data provided by the World Bank. 

11 Includes US$lJ million canceled credit. 
?/ Includes Addis Ababs Water Grant and Sewerage (USS.18 million). 
2/ Includes US$4.03 million canceled crrdlt. 


