Federal Democratic Republic of Ethiopia

Growth and Transformation Plan Il (GTP II)
(2015/162019/20)

Volume |I: Main Text

National Planning Commission
May, 2016
Addis Ababa



Table of Contents

Title Page No.
TaADIE OFf CONTENTS.....ciiiiiiiiiiie et rmm et e e e e e e emme e e e e e e e e e e e anes L.
IS Ao ) o U = T S iv
LISt OF ACTONYIMIS .ttt e e e e e e e e e e e e et e e e e e e e e e e e e e e et e e et e e e e e e eeeeeeeeeeeeeeees v
[ (=] £= o TSP PPPPPPPPPPPPPPPPRY IX
T a1 g0 [ Tox (o o RO PP P PP PPPPPPPPPPRRTIN 1
Y = G I OO UP PR TUPRIPRPPPRPPY 4

PERFORMANCE UNDER THE FIRST GROWTH AND TRANSFORMATION PLAN (GTPI) ...4

[. MacroeCoNOMIC PeITOMMANCE. .........uiiiiiiiiiiiiii ittt r e e e e e enasenees 5
1.1. Economic Growth and Poverty REAUCHION.............uuuiiiiiiiiieiiiiieiceeeeee e 5
1.2. PriCe DEVEIOPIMENL. ... .ttt e e e e s e e e e e e s e e e e e s e e e e e e e e e eann 9
1.3. FAscal Policy and PUBIC FINGNCE.........ooiiiiieeecee e 9
1.4. SaviNg and INVESTMENL.........ooiiiiiiiiiii e e e e e e e et e e e e e annneee s 12
1.5. External Resource Mobilization and Management..............ccoooiiecceiiiiiiiiiiiiieeereeeeeeeeeee, 13
Y 0T LY =T A o] oY PP 14
1.7. Merchandize EXport and IMPQALL.............oooooiiiiiiiiii e e e e 15
1.8. Private Sector deVEeIOPMEIL. .......coiiiiiiii e 18
[1. ECONOIMIC SECLOIS ... ettt ettt oo e et e e e e e e e e e e e e et ettt e e ettt et et e e e e e e e e e e e e s ema s 24
2.1. Agricultural DEVEIOPIMENL. .....c.coiiiiiiiiii ettt e e e eas 24
2.2. Industrial DEVEIOPIMENL........uuiiiiiiiiiiieeeeeee et 28
PG TR I - To [T TP PP R PPPPPPP 32
2.4, MINING ..o e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e aaaaa 33
P T O o 1 11 10T 1o o PO PP PPP PP 34
2.6. Urban Development and HOUSING. .........uuuiiiiieiiiieiiieee ettt e e e e 35
[11. ECONOMIC INFTASIIUCTUIE ..eiiiiiiiiiiiiiiieieeeee ettt e e e e e e e e e e e e e e e eeee s 37
3.1, ROAA INfrASIIUCTULE ... e e es 37
3.2. Railway INfraStrUCLULE. ........couiiiiiii i e e e e e et s s e s e e e e e e e e e eeaeaaa e e eeeeeeeennes 37
3.3, TelECOMMUNICALION. ... ..tiiiiiee ittt e e e e e e e e e e e e e e e st e e e e eeeaans 37
3.4, ENErgy INfrASIIUCTULR........eeiiiieiiitee ittt e e e e e eeeeeeeas 38
3.5. Information and Communication TECNNOIAGY............ovruriiiiiiiiiiiiiiiee e 38



3.6. Potable Water Supply and Irrigation Development..............oooooeoiceeiiiviiiiiiiiiieeeeeeeeeeeee 39

T A I = 111 oo o PP 40

[V. Social SeCtor deVEIOPMENL........uu i erer e e e e e 42
I =0 [T ot (o] o PP PP PP PPPPUPPP 42
4.2, HEAIN. ... e B

V. Capacity Building and Good GOVEIMANCE............ccevvvviiiiieeeeiieiiieeeeeeeeviniiine e e e e e sesinneeeeeesennenn. 4D
5.1. Implementation Capacity BUIlAING ..........cooiiiiiiiiiiiiee e 45

5.2. GO0 GOVEIMANCE. .....eeieeiiiittieeee e s ettt e e e e e s e e e e e e s aseee e e e e e s s s sbb e e e e e e e e aannrre e e e e e e e annrenes a7

V1. Building the DemMOCTALIC SYSTEIML........uuuuiiiiiiii e e e e e e e e e e e e e e e e e e e e e e e e e eme e e e e eeeeeeeeeeeeeees 52
6.1. Strengthening Public Participation...............ceeeviiiiiiii e 52

6.2. Building ancEnhancing National CONSENSUS..........cuiiiiiiiiiiiiieeiieeeeeeeeeeeee s 53

6.3. Strengthening Multi Party DemocCratiC SYSLEML.......cccccciciiuiiriiiiiiiiiiiineeee e e e e e e 53

O Y =T - PP PP PPPPP S PPPPPRPRPP 54

VII. CrOSS CULLING SECLOIS. ....eiiiiiiiiiiiiieiieeee ettt et e e e e e e e e e e e e e e e e e e e e e e e e e e e s amreeeeeeeeeees 55
7.1. Women, Children and YOULIL.......coeuniiii e e e e e e e raa s 55

7.2. Science and TECNNOIOGY. .......ccciiieiit e e e e e e e e e e e e e e e e e e e e s s e e e s e e e e s sesaannnes 57

052 TR o 10 o P 59

7.4. Social Welfare and Labour AffaILS.........cooiiioiiiieei e 59

7.5. CURUIE @Nd TOUISIIL.....eiiiiiiiiiii e ettt e e et e e e e e e e e e e s e s ssnnnnneeeeeeesnnrnnd 60

7.6. Population and DeVEIOPMEINL ........ciiiiiiiiiii et e e e e e 61

7.7. Environment and Climate Change..........uueiveviiiiiiiiiiiiieeeeee e 6.1
VIII. Monitoring and Evaluation System Of GTPI ........uuiiiiiiiiic e 63
IX. Strengths and Challenges encountereth implementing GTPI..........c.oviiiiiiiiiiiiiiin e 65
9.1. Strengths, Best Practices and LESSONS DIAWN..........cvvviiiiiiieeiiieee e 65

S O = [T oo = OO PPPPPPPPN 67

X SUMIMINY. .ttt e e ettt ettt oottt et e e e e e et et eee b sme et e b e e e e e e et e eeebba e e e emee 70
Y o I | PP PPRRPPPPPT 75
THE SECOND GROWTH AND TRANSFORMATION PLAN (GTPI) oo 75
I. Basis, Departures, Objectives and StrategiPillars of GTP Il ........ccccccceiiiiiiiiiiiiiieeiieeeeee .. 16
1.1. Basis of the Second Growth and Transformation.Plan............ccccccuvveiiiiiiiiiiiiecee e 16

1.2. Major Departures of the Second Growth and Transformation Plan (GTRI)................... 78

1.3. ObJECHVES OFf GT PRI ...t e e e e rrenes 80



1.4, Pillars Strat@OIES......cciiiuiiiiiiee ettt e et e e e e et e e e e s s n e e e e e e s anrrnreeeeean 81

1.5. Selected GTPIl macroeconomic, social and economic development.targets................. 93
[1. MACIOBCONOIMIC PIAN........iiiiiiiiiii ittt e e e e e e e e as 98
2.1. Macroeconomic POlICY ODJECHVES........ccciviiiieiie e 98
2.2. ECONOMIC GIOWLN....cciiiiiii ittt e e 99
2.3, STUCTUIAl CRANGE. ... .. et e e e e e e e e e e e e e e e e aannes 102
2.4. Merchandize and Service Exports, Imports and Balance of.Trade..............cccccveeeenns 105
2.5 Ensuring MacroeconomiC StabiliLy............cooriiiiiiiieeiiiieeee e 106
T or= | I oo ] o3 Y 2SR PPPPRRSR 107
2.7. Monetary Policy and Financial Industry Development.........ccccccceeeeeeeeee e 110
2.8. SaVviNg and INVESIMENL.........ccccciii e e e e e e e e e e e e e e e e e e e e e e e e s s e s e e ae s s annnes 111
2.9. Employment ahPoverty REAUCTION. ..........coiiiiiiiiiee e 113
[Il. Financing the Plan (FiNancial Plan)..............ueiiiiiiiiiiiiiiie e 115
3.1. Budgetary FINanCing Plan............uueeiiiiiiiiiieiiiiieee et 115
3.2. Sources of ofbudget Financing and Requirement for Investment Finance................... 116
V. Economic Development SECLOr Plan.........ccoooio i e e e e e eaaanns 120
4.1. Agriculture and Rural Transformation............ccooiieiieieieeiiiiie e 120
4.2. ManufaCturing INAUSTIY . ........uuiiiiiee et e e e s s e e e e e e e ane 135
4.3, MINING SECLQL. .....ci ittt ee ettt e e s et e e e e e s st e et e e e e e e b b e e e e e e e e nansbbrneeeeeaanes 150
4.4, CONSIIUCHON INAUSTIY......uuuiiiiiiiiiiiiiiee e e e e e e e e e e e e e e e e e e e e e e e s e e e e s e e e s s e esaaaeanranaeraraereeeees 153
4.5. Urban Development and HOUSING............ooooiiiii it e e e e 157
G I = Vo [T PRSP P PP U PPPPPPPRPPPPRIN 162
4.7, CUIUIE @Nd TOUFISIIL....eeeieiiiiiiiiiee e e ettt ettt e e e e e e e e e e b b e e e e e e s asnrnnreeeeeeaannes 166
V. ECONOMIC INFTASTIUCTUIE .....oiiiiiiiiiiiiiiiiiieie et e e e e e e e e ame e e 169
5.1. Integrated Transport and LOQIStICS SEIVICES...........ooiiiiiiiiiieccceeee e 171
5.2. Expansion and Ensuring the Qualities of Road Infrastructure Development............... 173
5.3. Expansion and Ensuring the Qualities of Railways Infrastructure......................ccooee 174
ST N | I = 1 L] o T U 175
5.5. Maitime TranSPOIT SEIVICES ........uuuiiiiieeiiiiieete et e e st e e e e et e e e e e s anabaeereae s 177
5.6. Expanding Energy Infrastructure and Ensuring its Quality.............cccccceeiiiiiiiiieeeennnns 177
5.7 Ensure Digital Infrastructure Expansion and itS QUality............cccuvvereiiiniiiiiineenniiiiee, 180
5.8. Potable Water Supply and Irrigation Development (GTRIL)..........ccoovviiiiiieniiiiiiiiineen. 181



VI. Human Development and Technolgy Capacity Building.............covvvviiiiiiiiiiiicics 185

6.1. Education and Training.........coeeeeiiiiiiiiiieeeessiie e e e e e e e 185
6.2. Health Sector DeVEIOPMENL........uuiiiiiiieiieieeee e e e 189
6.3. Science and Technology DevelopmMENL........ccvvviiiiiiieiieee e 192
VII. Developmental Good Governance and Building Democratic System..........cccooooeeevvvvvvveennn. 195
7.1. Ensuring Good Governance and Building Developmental Political Econamy.............. 195
7.2. BUildiNg DEMOCIALIC SYSTEIML.......eeiiieiiiiiiiiie ettt s e e e s e e e e e aanes 203
V1. CrOSS CULLING ISSUEBS. ... .uuvuiiiiiiiiiniiiniteitsies s ame e e e et e e e e e e e e e e e et e e eeeeeesemsnnnsnnnnnes 208
8.1. Women and YOouth EMPOWEIMENL.........uuuiiiiiiiiiiiiceeeieeeeee e e 208
8.2. Environment and Climate Resilient Green ECONOMY..........cccooeecunnrnniininiiinrreeeeeeeeeeess 211
e TG Y 0 L0 Y =T ! U 216
8.4. Strengthening social welfare and SECUIILY...........ccouiiiiiiieieeiiiiee e 216
8.5. LaADOUN ATTAIIS......eiieeiie ettt e e e e e e e e e e s e e e e e e e nnrenes 218
8.6. Popilation and DeVEIOPMENT ISSUES.........uuuuiriiiiiiiiiiiiirieereeeeereeeeereeeeeeeeaaeee e e e e s e ee s sasaeaanns 219
IX. Opportunities and TRIEALS...........uuuiii i e e e e e e e e eaataa s amerees 221
0.1, OPPOIUNILIES. ..ceiiiieiie e e e e e e e e e e e e e e e e e aeaaaeaaaaaaaaeeeeeasaassaaannnanen 221
9.2, TRIEALS/ RISKS. ... .. eieiiiee ittt e e e e e e e e e e e e e e aaneees 222
9.3. RiK ManagemMeNt SIrAtEOIES ......cciiiurireieee e ettt e e et e et e e e e e e e e e nneees 222
X. Monitoring and Evaluation System Of GTP Il.........oooiiiiiiiiiiiiiiiiiieie e 224

List of Figures
Figure 1.1 GDP Growth by Major Economic Sectors (2009/22014/15)..........ccccceeeeeennn... 5

Figure 1.2 Percentage share of GDP by major economic Sector (%)..........ccceeeeeeeeeeerieenns 8
Figure 1.3 Domestic revenue, expenditure and deficit @Ratio to GDP@CMP (%)....111
Figure 1.4 Gross Domestic Saving and Investment as a Ratio to GDP @ CMP......... 133
Figure 1.5 Export and import of goods and services as a share of GDP @ cmp (%)..177

List of Tables
Table 1.1  SeleCtedGTPIT TaArgelS.......uuuuiiiiiiiiiiiiiiiii ettt 94

Table2.1 GDP growth rate under base case scenario (in %) valued at 2010/11 price99
Table2.2 GDP growth rate under high case growth scenario (i) .......ccccceeeeevrvnnnnnn. 102



Table 2.3
Table 2.4

Table 2.5
Table 2.6
Table 2.7
Table 2.8
Table 2.9

Table 3.1

Table 3.2
Table 3.3
Table 3.4

Table 3.5

Table 3.6

Table 3.7

AGOA
AMDAR
APRs
AWOS
AWS
AWS
BA
BDS
CBE
CCC
CMP

Share of major economic sectors in GDP under base scenatio %)........... 103

GDP6s share of some major economic

Projection of merchandi se )ex.p.o.r.t.104
Projected share ofmerchandise export in GDP i1 %) ......coooeeevvviviiiiiiiiiiiees 104
Government Revenueand Expenditure Projection (in billion birr)
Government Revenueand Expenditure as a ratio to Nominal GDP (n %)..109
Total consumption expenditure, investment and resource gap as a Ratio to
GDP @ CMP... ittt teeet ettt eens e e e e e s st e e e e e e s rnnne e 112
Percentage Distribution of projected capital expenditure requirements

by major socioeconomic SECLOrEN %0) ..ccooveeeeeeeiiiiiiiieeeeee e 115

Total Sources of Finance, (in million ETB unless otherwise specified)....116

Percentage Distribution of Finance Sources in totdfinance (n %) ............. 116
Sectoral Allocation of Domestic Credit, in million ETB unless otherwise
5] 0L 1 =0 SR 117
Percentage Distributions of projected domestic Creditallocation in total
(o (o] [=TS] (ol @ (=T 1 () I PPPRRPPPRPN 117
Distribution of Demand and Supply of Foreign Exchange by Economic
sector (IN MIllIoN USD) .......oooiiiiiii e 118
Demand and Supply of ForeigrExchange (Percent Share in total)........... 1183

List of Acronyms
Africa Growth and Opportunity Act
Aircraft Meteorological Data Relay
Annual Progress Reports
Automated Weather Observing System
Aviation Weather Service
Automatic Weather Stations System
Bachelor of Art
Business Development Services
Commercial Bank of Ethiopia
Community Care Coalitions
Current Market Price

secto

arri

ng



CO,
COoC
COe
CPR
CRGE
CSA
DBE
EA
EBA
EIO
ENALCO
ERA
ETB
EU
FDI
FTA
Gbs
GDP
GDS
GEF
GER
GERD
GHE
GHG
GIS
GTS
GTP
GTPI
GTPI
GVA
GW
GWH
Ha
HDI
HEPP
HICES
HIV/ADIS
HoPR
ICAD
ICT

Carbon Dioxide

Certificate of Competence

Carbon Dioxide Emission

Contraceptive Prevalence Rate

Climate Resilient Green Economy

Central Statistical Agency

Development Bank of Ethiopia

Ethiopian Airlines

Everything but Arm

Ethiopian Institute of the Ombudsman

Ethiopian National Logistics Coordination Council
Ethiopian Road Authority

Ethiopian Birr

EuropearUnion

Foreign Direct Investment

Free Trading Area

Gigabytes

Gross Domestic Product

Gross Domestic Saving

Global Environment Facility

Gross Enrolment Rate

Grand Ethiopian Renaissance Dam

Greenhouse Gas Emissions

Green House Gas

Geographical Information System

Global Telecommunications System

Growth and Transformation Plan

The First Growth and Transformation Plan

The Second Growth and Transformation Plan
Gross Value Added

Giga Watt

Giga Watt per Hour

Hectare

Human Development Index

Hydro Electric Power Project

Household Income Consumption Expenditure Survey
Human Immune Virus/Acquired Immune Deficiency Syndrome
House of Peoples Representative

Innovative Contractors for Advanced Dimensions
Information and Communication Technology

Vi



IFMIS
ISO

IT

KG
KILM
KM
KM?
KV
KWH
I/c/d
LNG
LRT
LTO
MZ

MA
MDGs
M&E
MFls
Min/qt
MIn/number
MMR
MTEC
MSME
MW
NBE
NER
NGOs
NPC
NSDS
NSDS I
NWP
PHD
PSD
PV
Qt/ha
REDD"
ROW
SADIS
SARPs
SDG

Integrated Financial Information Management Systems
International Organization for Standardization
Information Technology

Kilo Gram

Key Indicators of Labour Market

Kilo Meter

Square Kilo Meter

Kilo Volt

Kilo Watt per Hour

Litter Consumption per Day

Liguefied Natural Gas

Light Rail Transit

Logistics Transformation Office

Meter Square

Master of Art

Millennium Development Goals

Monitoring and Evaluation

Micro Finance Institutions

Million per Quintal

In Million Number

Maternal Mortality Rate

Metal and Engineering Corporation

Micro, Small and Medium Enterprise

Mega Watt

National Bank of Ethiopia

Net Enrolment Rate

Non-Governmental Organizations

National Planning Commission

National Statistical Development Strategy

The Second National Statistical Development Strategy Two
Numerical Weather Prediction

Doctor of Philosophy

Private Sector Development

Photovoltaic

Quintal per Hectare

Reducing Emissions from Deforestation and Forest Degradation
Right of Way

Satellite Distribution System for Information relating to Air Navigation
Standard®\nd Recommended Practices

Sustainable Development Goals

vii



SMEs Small and Medium Enterprises
SMS/IVR Short Message Service/ Interactive Voice Response

Sqg. KM SquareKilo Meter
SSA Sub Saharan Africa
SSB Services Selection Boar

Thndnumber In Thousand Number

Thnd/tons  Thousand per Ton

TVET Technical and Vocational Education and Training

UFW Urban Fault Waters

US5CMR Under 5 Child Mortality Rate

UNESCO  United Nations Educational, Scientific and Cultural Organization
USA United States of America

UsD United States Dollar

WTO World Trade Organization

viii



Preface

The first Growth and Transformation PIdGTPI) culminated with registering remarkable
achievement real GDP growth, infrastructure development, social development and capacity
building at all levels. During the implementation period of GTP |, public participatiuh
common development spirit and sense of ownership has been stimulate#kegnnatianal
development issues. Tlaehievements of the developmetariPat all levels through community
mobilization haveset the foundatiofor economic transformation andtbeount r yé6s Renai
journey To thisend during GTP | implementation peripdigrnificant achievements have been
registered indomesticsaving & investmentHowever, the gap between domestic saving and
investment habeen widening ithe country during GTP | implementation period. Similatiye

gap between merchandize export earningd merchandize import bill, thigade deficit has

been widening during GTPI implementation perio@he shareof merchandise importbill
financed bymerchandizeexport earmgs has been declining over the GTPI implementation
period Notwithstanding theencouraging achievements registd in the manufacturing sub
sector,performance hastill fallen short of the targets set in thdéaR. Despite thepromising
results witnessed in good governance, public satisfaction has not been realiesideas

The positive achievements o TP | andlesson dran from its implementatiohave beeraken

as inputin the formulation of theSecond @®wth and Transformation Rn (GTPIl). The
national vision;existing national and setoral policies, strategies and programs; performance
under GTPI; commitment to Sustainable Development Goals (SpP@nd regional and
international economic collaboration initiatives were the basis for the formulation the Second
Growth aml Transformation Plar(GTPII) through high level political leadership, public
participation & ownership. The formulation of the GTPII has also pasdedugh broad based
consultation processes with relevant stakeholders at both regional & fedelskdegarich its
content & forge national ownership of the Plan. Subsequently, the final version of the plan was
approved by theouncil of ministers endorsetle Parliament to guide developmeanhdeavours

in the countryduring the next five years, 2015/26819/20

The major objectivef GTP Il isto serve as a spring board towardalizing the national vision
of becoming a low middkencome country by 2025, througdustaining the rapid, broad based
and inclusiveeconomic growth, whiclaccelerategconome transformation and the journey
towardst h e ¢ oRenascengedtms, GTP Il is primarily considered to be an important
milestone towards realizing the national vision. In this context, during GA®II
implementation perigdeffective public partigationin a coordinated andtructuredmanner at
all levels iscritical to ensuring equitable development aimwl build developmental political
economy. As such, GTP Il will focus on ensuring rapid, sustainable & {rased growth
through enhancingproductivity of agriculture and manufacturing, proving quality of
production and stimulatingompetition in the economy.



The successful achievements of the fiessowth andTransformationPlan will be taken as an
additional input and developmental adi®$ are expected to be implemented with greater
commitment anddiligence across the country by addressing implementation bottlenecks
identified during GTP | implementation period andhrough coordinated and integrated
developmental mindet of develoment actors. It is my conviction thatwithci t i zens o
commitment and concertedforts, the objectives of GTP Il will besalized.

Yinagre Desie (Dr.)
With the rank of Minister, Commissioner,

National Planning Commission



Introduction

The first Growth and Transformation PI4GTP) was articulated through four overarching
objectives: (i) maintaining at least an averagal GDP growth rate of 11%er annum and
attaining the Millennium Development Godl¥IDGs) by 2014/15 (ii) expanding access and
ensuring the qualities of education and health sendodsichieve MDGs in the social secipr

(i) establishing conditions for sustainable nation Idhing through the creation of stable
denocratic and developmental statév) ensuring the sustainability of growth through
maintainingmacroeconomic stabilityfhese four overarching objectives were in turn cascaded in
to seven pillar strategies thait-across all socioeconomic sectors.

The formulation of the first Growth and Transformation Plan (GTP) was conducted through high
level political leadership. In order to render the formulation of the Plan mteally driven

with full national ownersip, a series of consultation forums at federal and regional levels were
conducted with relevant stakeholders and through them with the ultimettss and
beneficiaries: citizens. Subsequently, the final version of the first Growth and Transformation
Plan (2010/112014/15) was discussed and approved by the Council of Ministers followed by
discussions and endorsement by the Parliamaadt has been implemented across the nation
during the last five years.

As a basis for the formulation of the successom pkntitled the second Growth and
Transformation Plan (GTPII), the implementation of the first Growth and Transformation Plan
(GTPI) was assessed against the set objectives, strategic directions and key targets across
socioeconomic sectors. According to thssessment, remarkable achievements have been
recorded in real GDP growth ratmfrastructureand social development as well as in cross
cutting areas. In areas of capacity building and good governance, capacity buaifding
awareness raising activitiébmve been undertaken to empower the public and there by exercise
its rights to transparent, fair and equitable services at all levels. Moreover, in the course of
implementation of5TPI, it was made possible to mobilize public participation, create sesan
ownership, motivation and national consensus around key development issues of national
significance among the public and citizens at large across the nation. This would help in laying
the ground for building an organized and coordinated capacitgubsequent development
efforts.

On the other hand, there had been down side effects on the economy during implementation of
the Plan. Global economidosvdown and the volatile external environment had negatively
affected the Ethiopian economy especially during the first two yea@Te& implementation.

The volatile external environment coupled with the devaluation of the currency resulted in
domestic inflationey pressure largely driven by prices of fuel and food items. This was
overcome through concerted fiscal and monetary policy interventions complemented by
regulatory and stabilization measures undertaken by the Government. Such commendable
measures helpeteverse the impact of negative external environment on the economy and
brought down domestic inflation to single digits towards the latter yearsGoOPI

1



implementation. This helped maintain macroeconomic stability and sustain the rapid double digit
real GCP growth rate during the plan period.

With focus on key sectors that have significant bearing growth and structural
transformation, the assessment exercise onl@WMplementation has identified and thoroughly
evaluated sectors in whicthe set tagets were achieved, partially achieved and in those where
performance significantly fell short of the targets. The assessment exercise has also brought up
best practices, opportunities, challenges and constraints witnessed during implementation. The
lesons drawn have been used as isput the formulation of the second Growth and
Transformation PlanGTP1I- 2015/162019/20.

The second Growth and Transformation Plan (2022010/20) is considered to be an important
vehicle for Et h icoordingly, &ree Govermmert assaadevelepmental state is

fully committed to mobilize the necessary resources including capacity for implementation of the
Plan. Modernization in the development of the agriculture sector, expansion of industrial
development wih primary focus on light manufacturing, significant shift in export development

are at the core &TPIl. GTPIli s an i mportant milestone toward
becoming a lower middle income country by 2025.

The formulationof GTPII has @mssedhrough a series of broad lealsconsultation processes with
relevant stakeholders at regional and federal levels in a structured and coordinated manner to
enrich its contenand forge national ownership thfe Plan Subsequently, the final version thie

plan was approved by the Council of Ministers and endorsed by the Parliament as a blue print to
guide developmergndeavoum the country for the next five years, 2015/A@®19/20.

This Plan document is divided into two major parts. Parbritainsummary performance of

GTPI covering all socioeconomic sectors and serves as a springboard for the new Plan. This is
in turn divided in to ten chapters. The first four chapters cover performance of macroeconomic
sector, productive sectors, economic infragiite sectors and social sectors, respectively.
Chapter five outlines summary performance on capduitiding and good governancehile

chapter six outlines performance on public participation, strengthening democratic system and
building national consensus. Chapters 7 through 8 provide performance couttivgs sectors

and review of the monitring and evalutaion system of tam,p respectively. Chapter 9
provides review of strengths, weaknesses, challenges and bottelenecks witnessed in the course of
implementation of GTPlL.  Chapter ten outlines summary of major outcomes on the
implementation of GTPI, lessons drawn in the cme of implementation and issues to be taken

up iInGTPII.

Part Il, divided into ten chapters, preseB{EPIl and is structured as follows: The first chapter
presents the basis, objectives and pillar strategieSTd?ll. The next chapter, Chapter two,
presents macroeconomic development plan and policy gedide Chapter three presents
financing requirements and how the overall plan will be finar{isdncing the plan). Chapter

four and five present detailed economic sector plans and economic infragtrsettor plans,
respectively. Chapter six presents Human Resource and Technological Capacity Building sectors

2



Plan while chaptes 7 through 8 presergood governancand building democratic system and
crosscutting sectorgplans, respectively. Chapteine presents opportunities, challenges and
implementation risks and measures to address these risks. The last chapter presents the
monitoring and evaluation system®TPII.



PART I:
PERFORMANCE UNDER THE FIRST GROWTH AND
TRANSFORMATION PLAN (GTPI)
(201011-201415)



|. Macroeconomic Performance

1.1. Economic Growth and Poverty Reduction

The main macroeconomic policy objective GiTP | was achieving a rapid, sustainable and
broadbased economic growth through creating conducive macroeconomic environment.
Accordingly, the following major macroeconomic goals were set inlGT)RMMaintainingbroad

based anddouble digit economic growth within a stable macroeconomic environment, (ii)
Increasing the share of gross domestic saving (GDS) in GDP to 15 percent andr@asing

the share of export in GDP to 22.5 percent.

TheGTPIhad set a goal to sustain tlaoid growth performancesgisterediuring the last seven
consecutive years before 2010/20Built on the remarkable growth achievements of the
preceding seven years, real GDP growth averaged 10.1% per annum during the period of GTPI, a
one percentage pdishortfall from the base case scenario of 11 percent annual real GDP growth
target for the plan period. The growth performance during the GTPI period was built on the fast
and sustained growth achieved during the preceding 7 years. As a result, reab@DRigring

the last 12 years averaged 10.8 percent per annum. This is more than double the SSA average of
about 5 percent during the same period.

Most farmers, pastoralist, private sector, women and youth groups and other members of the
society experiened the sustaiad rapid and broad based growth of the country. This broad
basedandrapid economic growth performance during the plan pe26d0/112014/2015 has

in turn consolidated thaspiratios of individual citizens and the country in general ¢hieve

even better in the time ahead. Et hi opiads ach
global recognitionandhelpthe image of the countrfpr the better, as can be observed from the
increased inflow of FDI andtrong performanceafh e countryés first ever
international capital markets

Figure 1.1 GDP Growth by Major Economic Sectors (2009/12014/15)
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This rapid growth performance and its sustainabdigprimarily the result of the development
policies and strategies the Government has been pursuing during the last twe,decadd| as



the active participation of the public in the execution of these stratdgi@913/2014, for the

first time in the Istory of the countryits sovereign ratingvas assessed by three international
credit rating agencied heir assessment rephavewell recognized the broad based economic
growth and development performance of the country. Silyiltre assessmestlso confirmed

the sustainability and continuity of the rapid economic groarid development gainsf the
country. This global recognitionfrom independent rating agencibgas put the country in the
radar screen of international investors and thehsipedit to attract foreign investor3 his was
reflected bot h in the oversubscription of
increasing inflow of FDIOverall it hasstrengtheadthe confidenceoh he countryds i n
and tradgpotentials ad opportunitiesAll thesearein turnexpected taive additional impetus to
sustaining thelouble digitgrowthperformancehat has been unfolding during the last 12 years.

Annual average income per capita increased from 377 USD in 2009/2010 to 69byJSD
2014/15.By sustaimng the robustgrowth performance witnessed during the last five years
which in turnhelpedaccelerate income per capita growth, social development and environmental
protection and management capacity, the coustsgt torealize ts vision of becoming a lower
middle income country by 2025.

Over all, duringthe GTPI periad, Ethiopia has registered rapidroadbased andnclusive
economic growthhat has led to substantial decline in income povéitys rapid, inclusive and
broad based economic growth has raised income of the citizens withessedidnyficart
decline inincomepoverty over thesame period

The rapid inclusive and broatbased economic growth registered over the last 12 years has
generatd employment,increasedincome of households aneducedpoverty. Theresultant
decline in poverty over the period was witnessed in both food angoondnconsumption
poverty. According tothe analysis based on the 2004/05 household income consummpt
expenditure survey (HICES), a one percent economic growth contributed to 1.7 percent
reduction in poverty. This figure increased to 1.94 percent based on the 2010/11 household
consumption expenditure survey (HICES). These are indications that ecayromitb has been
strongly associated with a makdecline in poverty headcount.

Given the bulk of the rural population derives its livelihood from agriculture and povesty is

and large aural phenomenon, agriculalrgrowth has been a major driver ofygoty reduction

in Ethiopia. The proportion of the population living below the national poverty line fell from
38.7% in 2003/4 to 29.6% in 2010/11. This study clearly indicated that the proportion of the
population living in poverty has fallen in both aliand urban areas .By the end of 2Q54the
proportionof the population living below national poverty line was estimated to decline from
29.6 to 23.4 percent. This progress shows that the country is on track to achieve the target of
reducing incomeoverty by halfoy the end of 2014/15.



Besides economic growth, the implementation of the productive safety net program in rural areas
and thanvestments ifo essentiakocial servicethroughout the countryad contributed directly

and indirectly to poerty reduction. Different studies have indicatedt thmome inequality
measured byhe Gini Coefficient remainedow over thedecade ofapid growth.The national

Gini Coefficient remained close to 30% from 2004/05 to 2010/11.

The above mentioned welfaend poverty indicats are based on the analysistioé 2010/11
House Hold Consumption aritkpenditure Survey data sets. This survey has been conducted by
the Central Statistical Agency every five years since 1999/86. latest survey was the one
conduced in 2010/1whose findings served as a base line on povertiPl. The upcoming
2015/16 poverty analysis will help update #iationof povertyin Ethiopiaafter 2010/11The
development policies and strategies that resulted in the rapid redinctioverty have continued

to be executed even with greater effectiveness after 2010 beoland policythe agriculture

and rural developmenstrategy the industial development strategy, social development
programsthe productive safety net andfrastructure development programs thateegrowth

and pro-poor strategieshave continued to be implemented during GTP | period. Thus, the
poverty reduction is expected to haseenbeen accelerated during the period of GTFhe

Gini Coefficient isalso expected to have remained stable. This will be confirmed when the
outcome of the analysis based on the 2015/16 HICES is issued soon.

As noted aboveduringthe last 5 years (2010/42014/15, real GDP growth rate averaged 10.1
percent This overall eal GDPgrowth rate is accounted byriculture, services and industry
sectors with respective annual eage value added growth rate@6 percent, 10.8 percent and
20.2 percent, respectively. Thalue added of themanufacturing suisector(within industry

secto) registered an annual average growth cdt@4.6percent during the same period. During

the five years of GTPperiod, the share of agriculture, service and industry in GDP averaged
41.5 percent, 45.6 percent and 12.9 percent, respectively in 2009/2010 and 38.5 percent, 46.3
percent and 15.1 percent by 2014/Géspectively. Within the industry sector, thigareof the
manufacturing sectdn total GDPby 2014/15 remained below 5 percent. This showed that the
manufacturing base has remained very narrow d@ifBlimplementation period. The share of
construction industrgubsectoin GDP increased from 4 percemt 2009/10 to 8.5 percent by
2014/15. This showed that during the last five years (201201%/15) the construction sector

has been the major driver both in terms of growth and structural change within the industry
sector.

Despite therapid economicgrowth witnessedduring GTPI periodthere has been limitation in
terms of structural change. TI&ETPI envisagedhe agricultural sector abe major source of
growth and therebyo lay the foundation for rapid industrialization and economic structural
transfomation by developing the industry sector more rapidly thamagricultural sector.



Figure 1.2 : Percentage share of GDP by major economic sector (%)
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Overall although the registered economic transformation fagmculture to industry fell short

of the planned targetherehas been structural transformation from agricultural sector to the
servicesectorandwithin the industry and agriculture sectéinemselvesDuring the plan period,
priority has been given tihe manufacturing industry. However, the manufactuimdustryfell

short of theGTPI target both in terms of growthr@mance and structural chan@éne share of
manufacturing industry value added in GDP has remained low compared to the average for Sub
Saharan Africa (SSA) countries. The low level of private investimemianufacturinglow level

of promotion of entrepreneurship particularly amongyixeng,low level of job creation in rural
areasin nonfarm activitiesand low level of small and micrenterprises development in
manufacturingare the factordehindthe slow pace of structural transformatfoom agriculture

to manufacturing.

Economicstructural transformation is central for sustainable graamith developmentWithout
industrialzationand structural transformation, the journey towards the middle income economy
will not be feasible. e development of the manufacturing indussrgssetial to build national
technological capacity, industrial cdgéty, and creatéroad based job opportunity amdprove
income. In addition to thighe development of the manufacturimglustryhelps to improve the

total factor productivity andompetitivenessf the overall economyExperience from developed
countries showed that manufacturing industry development is the basis for sustainable growth of
agriculture and service sectors. ubhtte realization of thetransformation agenda calls for
conceted and coordinated effesramong key actors arldng-termleadership commitment.

In sum, despite the massipeogress madso far it is recognized that close tme fourth ofthe
populationstill lives under the poverty line. ldan memploymenstill remains very high and has
increasingly become problem of rural area®o. This indicates that unemployment and poverty
remain the major developmentehallengs of Ethiopia. Thusthe government has remained
committed to sustaining inclusive and gpoor development strategy during the coming years to
further scale up the poverty reduction and employment generation efforts. Utmost emphasis will
be given teengagehose sections of the society that have not yet benefited from the development
effort with focus on women and youth to render the development effort more inclusive.



1.2. Price Development

TheGTPIset a target to keep general inflation within single digit. However, inflation emerged as
a major macroeconomic challenge during the first two yeftise GTP period The 12 months
moving average general inflation rate increased to 18 percent in June 2011 and further to 33.7
percent in June 2012. The price increase was so high particularly irmB@itavasvery likely

to have adversely affected the wellbeing of people and efforts to promote private invektment.
addition toprudent macroeconomic policy measures (fiscal and monggangw trading reform
andprice stabilization interventions such as disition of basic commaodities like sugar, edible

oil and wheat to low incomkousehold$ave been carried out. Thus, pad¢ed stabilizedand

general inflation rate dropped to a single digit in 2013/14 and 201A4% result, the 12
months moving averaggeneral inflation rate declined to 8.1 percand further to 7.7 percent in
2013/14 and 2014/15, respectively. However, the government recognizes that the lasting solution
to a recurring inflation is to accelerate inclusive growth that creates decenbyemeplt
opportunities. To this end, improving the productivity sshallholderagriculture sector and
expanding investments inmanufacturing industries coupled witthe creation of decent
employment opportunitidsecomes crucial

1.3. Fiscal Policy and Publ Finance

During the past five years, fiscal policy has been aimed at scaling up tax revenue performance
through administration of effective tax policieand prioritizing allocaton of government
expenditurs to poverty oriented sectors and capitalestment. The objective of fiscal policy is
primarily aimed at ensuring macroeconomic stability for sustainable economic growth through
financing expendituemainly from tax revenues and maintaining budget deficit below 3% of
GDP. The role of fiscal pay goes beyond achieving maeeconomic objectives. It also plays a
role in shapingthe political economy of the countiy such a way that it is conducive for
inclusive development and productive investme@tse of the sources of rent seeking is the tax
system. Therefore, combating resgteking through strengthening the tax administration system
such that the political economy becomes moomducive for inclusive development and
structural economic transformatigcritical. Moreover, enhancing domestiesources through
increasedtax revenues meanthat Ethiopia can havgreater policy space, autonomy and
ownership in implementing its development strategy and itgriority programs.

As a result, duringthe past five years, encouraging results have begistered through
improving tax administration system, increasing domestic resource mobilization through tax
revenue generation and financing development from domestic revenue sources. Accordingly,
total domestic revenue increasexre than threefold durg the GTP | periodrom Birr 53.9

Billion in 2009/10 to Birr 186.6 Billion by the end of 2014/1B 2014/15,tax revenue
accounted for Birr 165 Billion(88.4%) of the total domestic revenue collected, wiile
remainingwas collectedrom nontax revene sources. During the GTperiod, tax revenue has



increasedrom Birr 43 Billion in 2009/10 to Birr 165 Billion by the end of 2014/1&dicating

an averaggrowthrate of 31percentper annum The increased tax performance has enabled the
country todecisively financeits development strategies includingega projects from domestic
revenue sourceglthough tax revenue has increased rapidly over the last five years, the increase
was not commensurate with the growth of nominal GDP. The target was to collect tax revenues
that amount to 15% of GDP by 2015, which itself was still lower than the avierd@DP ratio

for SSA countries. However the total tax revenues collected during 2015 amounted to only
13.3% of GDP. This clearly falls short of the GTP target andush lower than the average of

SSA countries. Thus it is recognized that Ethiopia hatremgthen its tax administration system

to ensure the collection of the potential revenue that the rapidly growing ecoiffensy

The taxadministration reform undertaketo enhance tarevenue and the transparency and
accountability of the taxation 9¢sn comprised of four majatrategies during th& TPl period.

The first strategy concerrstrengtheninghe institutional capacity of the taxation and customs
authorites at all level At the centreof this capacity development of the taxation and customs
offices is human resource capacity development both by building the technical tax administration
skills, and strengthening the integrity, motivation and commitment of tax officers and managers.
Thus, in this regard significant investment has been undertakthe development of the human
resources of the tax authorities. The secomtponent of théax administration reforrhas been
improving thetax information system anddvanced utilization of the tax information for
effective tax administratiorEthiopia has invested in modernizing its customs and domestic tax
systems over the past five years with resultant improvements in its tax information.

The GTR period has also seen a significant improvement in utilizing the resultant tax
information sgtems in the administration of custouhstiesand domestic taxes. However, the
reform still leaves much to be desired both in terms of modernizing further its tax information
systemsand also in utilizing the available tax information systems to admiristgoms and
taxation. The third strategyis public mobilization for moreransparent aneffective tax
administration in the countryExtensive public tax education and mobilizati@s well as
educationand mobilizationof taxpayershas been undertakeover the GTP | period with
resultant improvements in awareness and compliantsstax education and mobilization of

the public need to be strengthened further in order to enhance transparency, fairness and
effectiveness of tax administration in the oty.

Finally, law enforcement is also an importahément of the tax administration refopursued.

The government has taken visible measures during the GTP | period to enforce the laws across
all tax payers and thereby ensure compliance, fairnessudmaf law. For instancein 2013

higher officials andtheir collaboratorswere prosecutedn suspicion of corruption and rent
seeking in tax administratio® number of such prosecution and enforcement of the tax laws
have been undertaken bothfedleral and regional levels. Suehforcemenmeasures taketo
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combat corruption and rent seekiingtax administration, tax evading and avoidance, illegal and
contraband trading as well as over and under invoicing practices aretedaarony tothe

Goer nment 6s ful |l c o0 mmi chusee ai torruption aaddrdsee&isgsandt he r
thereby i mprove the governance sywgmstem of the

The expenditure side of the fiscal policy focused on allocating the majority afettemue
mobilized to povertyreducing prioritysectors anan following tight fiscal policy to maintain
budget deficit below 3%of GDP. The hudget allocation systemaimed atfully financing
recurrent expetiture from domestic revengeand increasinglycoveaing the capital spending
from domestic sources. Accordinglgf the total annuajovernmentexpenditure,on average
60% was allocated for capital investmenthile the remainingwas allocated to recurrent
expenditure during th&TP Iperiod. This showed th#lhe actual governmeudget allocation
was well aligned with the fiscal policypronouncement, leading tancreased -capital
accumulationlt is also worth noting that0% ofgovernmenexpenditure was disbursed pro-
growth and po-poor sectors asoads education health,agriculture and food securitgnd water
and sanitationl n a nut shell, t huelgetsaliocatioocdtiring tke GAR | Et hi
period indicated the strongommitmentof the governmento longterm development and
poverty eradication. This pattern of public spending with strong focus on dapéatment, pro
growth and prepoor sectors shoulde maintaineduntil the level of infrastructureand human
capability ofthe country reaches a critical mmim.

Figure 1.3 Domestic revenue, expenditure and deficit as a Ratio to GDP@CMP (%)
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The fiscal policy that has been implemented during Ghelpedto maintain inflation within
single digits. Accordingly, budget deficit w&ept below 3%of GDP by implementing tight
fiscal policy. Budget deficit was largely financed from external loan and grants as well as
through domestic bank borrowing that has had modest impact on inflation.

From Governmenexpendituremanagement side, are attention has beegiven by policy

makers to proper administration of allotted buddédwever it is recognized that with the
continuously growing size of thgpvernment budgeénhancing the efficiency and effectiveness
as well agranspareay andaccountability of tk public finance has far reaching implications on
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development and governance outcom&kerefore, ensuring efficienand effective public
finance utilization and eradicating corruption and reducing wastage of resources, prioritizing
budget allocation towards development and proper management of public financial resources
remain of highest priority and hencall for high level attention from policy makers. To this end,
strengtheningof public finance managementprocurement and propertgdministration and
monitoring systems needs to be given utmost priority.

1.4. Saving and Investment

Implementation of the growth and transformational plan required huge investirentajor
implementatiorchallenge washerefore related tmobilizing adeaiate reource to finance the

plan , The strategy devised focused ionreasing domestic saviggo as to provide the required
finances to deliver GTP. To realize the objective of boosting domestic saving, a host of reform
measuresvere undertakerduring the GTP | periadThe measures include: awareness creation
and community mobilizatioractivities, expanding financial institutions (banks) and services,
raising the minimum deposit ratestrengthening existing and introducing new saving
mobilization instruments such asaving for housing programRenaissance DanBond,
introducing private social security schemesragthening government employesgial security
schemeegtc.. Of course these measures have to be accompanied by rapid economicagrbwth
structur al economic transformation so as to
on rapid economic growth and structural change coupled with job creatiomdessl a critical
element othe strategy to enhance domestic savings for ¢fieedty of GTP goalsBesides these
measures allocating government expenditure @apital investment thataugmentscapital
accumulation has also helped in increasing domestic saiowprdingly, he share of gross
domestic saving in GDP increased frord Percent in 2009/10 to 21.8 percent in 2014/15.

At the same time, the share of gross domestic investment in GDP increased from 22.3 percent in
2009/10 to 39.3 percent by 2014/I5his domestic investment ratie believed to have made
significant contribution tahe rapid economic growthegistered during the planning periddis

very high investment rate is the result of both private and public investment spending. The role
of private investment has been encouraging including fhtaieo~DI. Over the lastfive yearsof

GTP | period a total of USD 7.2 billion net foreign direct investment inflow was registered.
Thus, sustaining such encouraging performanagoisg to be verymportant in the next five
yearsand beyondn deliveringGTP Il goals
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Figure 1.4 Gross Domestic Saving and Investment as a Ratio to GDP @ CMP
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Notwithstanding these positive developments with regard daving and investment, the
challeng remans in that a significant proportion ahe investment isstill financed through
foreign saving. As the widening savinginvestment gapconinues to be financed through
external sources it could become unsustainable. It coutmbt only compromise policy
sovereigty but alsocouldlead to accumulation afnsustainabléebt. Thussustaining the gains
made so far in enhancing domestic resource mobilization is criticaho®st household and
business savingsonsolidating themeasures undertaken so far is essenliiialine with this,
stabilizing inflation,public education and mobilization around domestic sayiegganding and
strengthening of saving instrumengnd services and accelerating economic growth and
expansion of job opportunityare all essential. To drmance government saving, efficient
allocationand effective utilizatiorof public resource, reducing wastage and making transparent
expenditure deservatmost attention.Enhancing the institutional capacity in public investment
management, project planniagd management, monitoring and evaluation of public projects are
found to be crucial foensuringutmostefficiency and effectiveness itne deliveryof mega
infrastructure projects. Thus, such efforts will be furttmrsolidateadluringthe GTPII period

1.5. External Resource Mobilization and Management

During the last five years, the government has strived to increase external resource mobilization
and disbursement, through improved project monitoring system and establishing data intensive
problem solving mechanisms. In view of this, external resource mobilization for implementing
development projects has been undertaken and encouraging results have been registered in
strengthening bilateral and multilateral cooperation for development. iDedast five years,
respectableamount of finance was mobilizedrom bilateral and multilateral development
partners.

Total External Resource Inflow: this is the sum of aid and loan disbursed afubtal aid and

loan commitment from different bilaterahd multilateral development partners in a given fiscal
year. During the past five years, a total of 19.7 billion USD was disbursed. This translates to a
disbursement of about USD 3.9 billion on average annually over the plan period.

External Loan Management: out of the total external resource inflows registededng the
GTP | period USD 16 billion was secureir different development programs in the form of
external loansOf this, USD 7.1 billion was central governmdaan USD 4.6 billion public
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enterprise§external loarwith governmet guarantee and USD 4.3 billiamithout government
guarantee. This indicates that on average USD 3.2 billion loans was disbursed annually. The data
also shows that aid per capita stood at about USD 37.1 per annawemage. This amount is

lower than the per capita aid received by other African countries that are at similar level of
development. Thus, most of development expenditure was financed through domestic revenue
sources. In the coming five years, increasingmdstic revenue and improving foreign
development finance inflow in a timely and predictable manner is of paramount importance to
improve aid effectiveness.

Foreign Debt Repayment During the past five yeara,total of USD 2.9 billion debt repayment
was effected in interest and principal paymentsidanstaken by thecentral governmengnd
public enterprises withnd withoutgovernment guarantdem different sources

During the plan period, foreign loamontracted by the government hasreagd However since

the economy has aldeeenexpanadng significantlyt he countryds capacity o
the debt situation hasemainedsustainable and healthy. According to the debt sustainability
analysisregularly undertakenEthiopiahas beeramong the countries with low level of debt
stress.The latest annuadlebt sustainability analysis conducted by IMF and World Bank also
indicates that the cTheugovernnyeftsemains bommiitedsussains t ai n ¢
this sustainable anbealty external debt with tight monitoringf developments in the area

Besides, the government remains committed allocate the borrowed moneyfor the
development ofnfrastructuraland energyprojects thaenhance th@roductve capacityof the

economy promoteexport and industrial development. Similattly,ensure effective utilization of

the external resourcesnproving project planning and management capacity to execute projects

on time and with the giveloudgetand quality will be given utmost emphasis

1.6. Monetary policy

During the GTP | period Et hi opi ads monetary policy continued
exchange rate stability thereby creating conducive macroeconomic environment that promotes rapid and
sustainable emomic growth. Despite inflationary challenges during the first two years of the GTP

period, the government succeededsiabilizinginflation throughout the last three years of the GTP |

period.

The monetary policy assumed a stable but slowly wieg)i velocity. Broadmoney has been
therefore assumed to grow on par with the growth rate of nominal GDP. Minimum deposit rate
was set to be slightly higher or equal to the average annual rate of inflation. The policy has also
given emphasis to maintaining an adequate levéreign reserveswith regards to maintain

the balance between the existing money supply and inflation, money supply increased by an
average of 29 percent per annum, while nominal GDP grew by 27.2 percent on average during
the last five years. The fivgear performance shows that the money supply and the nominal
GDP expanded at a closely similar growth rate, which is consistent with the target. The
government set the minimum interest rate for deposits at 5 percent over the past five years.
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Inflation wasa challenge during the first two years@TP | period. The Government has taken
tight monetary and fiscal policy measures to counter the adverse effects and maintain inflation
within a single digit but the real interest rate dropped within the negatnoty.

During the plan period, the nominal exchange rate deprddigté.7 percent and has reached
20.1 Birr/USD by the end of 2014/15. The measure taken in the foreign exchange market has
helped to stabilize the external sector. As a result, theeffsdtive exchange ratef Birr has
remained above zero and this has helped in relative terms to expand the export sector.

The Government wiltontinue to take the necessary meastawards strengthening competitive

and healthy financial institution. Not only the number of bank branches has increased but also
improvements have been witnessed in operational efficiency as well as coverage during the past
five years. Theotal number ofbanks increased from 15 to 19 and tb&al number ofbank
branchedas increased 18,868 in 2014/15rom 680 in 2009/10As a resultthe population to

bank branch ratio declined from 113,235 per branch in 2009/10 to 30,334 per branch by the end
of the plan period, signifying rapid expansion of accessamking servicesSimilarly, the
number of micro finance institution@VFIs) branches also expanded during the same period,
increasing tdl,593 by 2014/15yom 1,034 in 2009/10. As a resulhe numbeof clients served

by MFIs reached about 4.3 million by the end of 2014/15, compared to 2.43 million in 2009/10.

1.7. Merchandize Export and Import

1.7.1. Merchandize Export

To generate more reliable and sustainable foreign exchange that the country fieadsdthe

rapid economic growth, infrastructure development, privatastrialinvestment, and reduce the

C 0 Unt penpdesce ahexternal resourc83,P | had set a t@et to bring about a shift in the
export sector. To realize this, it was planned to increase foreign exchange earnings from
merchandize export from 2 billion USD in 2009/10 to 6.5 billion USD in 2014Th® actual
achievement fell short of the target amekrage performanda terms of export earnings from
merchandise exporttood at USD 3.1 billioper annunduring the plan period. It was planned

to generate on average 783.3, 481.0 and 200.3 million USD tlienmajorexportitems of

coffee, oil seedsral cereals, respectively. But, the performance stood at only 61.4 percent, 64.3
percent and 42.4 percent of the planned target, respectitvelgs alsoplanned to generate on
average 356.2, 371.6, 514.2 and 1,572.2 million USD from exports of flowdss &od
vegetables, live animals and meat products, and textile and garment respectively while the
performance stood at only 54.0 percent, 11.5 percent, 48.2 percent and 5.7 percent of the planned
target, respectively.

Although some agricultural and mancfiaring export commodities showed a modest increase,
overall performance fell short of the planned target. For instance, volume of coffee exported stood
ata record200,000 ton for the first time during the plan period. But still its performance did not
exceed one third of the planned target. Similarly, it was planned to increase foreign exchange
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earnings from flower export by more than 50 percent. However, performance has lagged behind
the target. It was also planned to increase foreign exchange eaandhfgsoaden the export base
through expanding manufacturing exports. It was planned to earn 1 billion USD from textile and
garment, 500 million USD from leather and leather products and more than 660 million USD
from sugar by the end of the plan periochaitgh, the performance remained far below the
planned target. The lag in the implementation of sugar projects was one of the major factors
behind the weak performance of merchandize export during the plan feoioéof the Sugar
projects are now commening production and this coupled with othen-going investment
projects in the manufacturing sub sector will help boost merchandize export earnings in the years
to come.

Export items such as flower, fruits and vegetables, coffee, sesame and cerealsnaaithe
exportable commodities of the agriculture sector. During the plan period, performance of these
sub sectors fell short of the planned targets. In addition, owing to shortage of investment land,
inputs, electricity; weak trade and custom servicesiffaidns, regulations, weak administrative

and logistics support and monitoring system; the production capacity and the investment flow to
the manufacturing sub sector was not sufficient and the performance of the existing
manufacturing industries was alg@ak in terms of volume and quality during the same period.
Emphasis will be given to revamping the merchandize export sector given its crucial role through
boosting and sustaining overall economic growth and development. Hence, efforts will be made
so ago bring a significant shift in export performance during the Grriod.

During the first 2 years of GTPimplementation period, the performancetioé export sector

was encouragindargelyas a result of global increase in price of export comneditiowever,

since 2012/ 13, i nt ermaptexportrcammodiiesiive lean dexliningEt hi o p
particularly that of coffee and gold. On the supply side, short falls in volume of gxpuaited
diversification and inability to export new manufactured products were the major faetonsl

the weak performance of the merchandise export sect@iven that Ethiopia has no or very

limited control on the global market, the focus goingviand should largely be on addressing the

supply side factors of limited productive capacity, limited diversification of the economy, low

level of structural change and industrial development.
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Figure 1.5: Export and import of goods and services as a share of GDP @ cmp (%)
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As a result, import bill coverage of export earnings has been declining and stood at below 20
percent on average during GTP | implementation per@ekr the past five years, the weak
performance of thexport sector was the main constraint in ensuring reliableadaduate supply

of foreign exchangeequired for imported capital goodsind services that are essential for
industrialization, infrastructure development and technological upgrading. The wéatknaace

of merchandise export earnings has addsedts a bea:
dependenc®n external savingdn other words the expodector need$o be transformed to

sustainthe rapid economic growth and s$leé foundation for structurgconomictransformation.

Thisin turn calls forposition the transformation of tlreerchandize expogector at theentreof

theGTPII.

1.7.2. Merchandise Import

With regard to merchandise impogpods worth12.19billion USD were imported on average

per annum during GTP. Of this, capital goodsccounted for 34.9 percenthile fuel, semi
finished goods, raw materials, and other goods accounteti7f8mercent, 16.2 percent, 1.4
percent and 1.8 percent respediiveOf the total import value of capital goods (4.25 billion
USD); industrial goods accounted for 73 percent while the rematongtitutedimports of
transport and agricultural goodsiring the same perio€onsumer goods on average accounted

for 28.3 pecent of total import value during the planning periotde share of durable and ron
durable consumer goods import in the value of total merchandize import stood at 19.2 percent
and 9.1 percent, respectively.

1.7.3. The balance of trade

The trade balanceepresents the difference between the value of merchandize szpolrt
merchandize impost During theGTP | implementation period, trade balance has been widening

owing to the weak performance of exports aggravated by the fall in international commodity
prices. The bul k of Et hi opiads merchandi ze e
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trade balance has wideshfrom 6.3 billion USD in 2009/10 to 13.4 billion USD in 2014/15.
Thus, during the same period, import coverage of export earnings hameddémm 24.2 percent

in 2009/10 to 18.9 percent in 2014/15. This indicates that import coverage of export earnings has
been oradecliningtrendon average during the last five years.

1.7.4. The overall balance of payments

During GTP | period efforts had been exerted to increase the source of foreign exchange
earningsCurrentaccount deficihas widened from 1.2 billion USD in 2009/10 to 8 billion USD

in 2014/15.0n the other hand, the balance of capital account surplus has increasediitam 2

USD in 2009/10 to 7 billion USD in 2014/1%he overall balance of payment has registered a
deficit of 521.4 million USDby 201415. The overall balance of payment showed a deficit of
521.4 million USD by 2014/15 from a surplus of 316.6 million US2009/10.

1.8. Private sector development

The GTP | accorded due attention to the drivinte of the private sector in the@aomy
Accordingly, the government continued to ensuring macroeconomic stability in order to enhance
the conducivenvestment climate for developmental private investors. The privatization program
was pushed forward hyansferring government owned garment and textile as well as beverage
industries to the private sector. The investment cgderevised to encourage rther private

sector investmerduring GTP period. During the last five years, capacity building program for
private manufacturing industry sector, such as twinning programenchmarking,kizen,
industrial input supply, skill development progmsiave been implemented. Moreovethe
government invested in the developmentnofustrial parks for transfeto the private investors

with utmost transparency and accountability.

With regard to privatization of publicly owned enterprises, atotal of 44 public eterprises
including their branches have been transferred to the private sector durinigp@i®dthrough
different privatization modalities including joint venture approaches

Domestic private investment during the GTH period a total 0f22,097 domestic investors
with a total capital of 212.74 billion binvas registered with an investment licenaerossall
regionalstatesand cityadministration Of these, 186 projects with a total capital of birr 4 billion
were underconstruction,while 262 projects with a total capital of birr 3.948 billim@came
operationalduring the GTP | periadTlhis clearly shows that the majority pfivate investment
projects thatregistered with the federal and regional investment commission did not translate
into actual investments on the grour@ut of 123 operational domestic private investment
projects which got investment license from regjo88 projectsare engaged in the service
sectors while 21 projects in the manufacturing sector and 14 projects ricudtgre sector.
Similarly, out of 59 projectthat were under construction in the regio?8 projects are engaged

in service sector, 24 in agriculture and 7 in manufacturing industry sectors. This shows that the
majority of thedomestic private investemt underconstructionand those thathave become
operationahre engaged ithe services sector thamthe manufacturinghdustry.
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With regard to Foreign Direct Investment (FDI): FDI has increased in terms of number of
projects as well as amount of capital registered in the past five years. Accordingly, net foreign
direct investment inflow increased from USD 1.2 billion in 2010/11 to USD 2 bilign
2014/15. Overall, a total of USD Z .billion net foreigndirect investment inflow has been
registered during the last five years.

The source of theofeigndirectinvestnents is diverseBut Turkey, Peoples Republic of China,
India in that ordewerethe top three investoiia terms of tle amount of capital invested in the
economy In terms of number of proje¢tBeopleRepublic of China, India, and Turkey in that
order constitute the top three investors in the countiyring the plan periad

The economic diplomacyof the country contribted to attracting foreign direct investment and
enhancing the participation of tikhiopiandiaspora in investment activitiés the country The

Cc 0 u n trote ynbregional and international fon has been enhanced. Bilateral relations with
neighbouringcountriesand other African countriegelations with permanent members of the
United Nations Security Council, the European Union and EU member countries, Middle East,
Asia and Oceania has been strengthened during the IGp&iod Promotion workwas
undertaken through internationally recognized news channels, print media, television and others
to attract foreign direct investment aethance gositive imageof the countryamong the
international community. In addition, efforts have been made to sh&remation through
various community groups and institutions based in the country.

Attracting investment fronoverseas especiallgig companies has shown a promising trend.
However,greaterattentionwill be given to attractingigh quality and high impacforeign direct
investment in the future. Market identification for home made products has been undertaken.
However, there hae beenconstrainton the supply side in terms of quantity and quality as well
as value additions. There has been short falls pplging the required amount that meet
minimum export quality standards. With regard to diaspora participatimvestment and other
development activitiesf the country efforts have been made to work closely with the diaspora
community. So far promisng results have been achieved through strengthening structured
participation of the diaspora community. In order to further encourage the participation of the
diaspora in investment and development activities, efforts need to be intensified to retach out
the diaspora communityore extensivelguring the period o&TPIl and beyond.

1.8.1. Productivity and Competitiveness in Private sector

The role of the private sector in driving sustained growth, and creating jobs is indispensable.
Addressing the botthecks related to productivity, quality and competitiveness is critical to
enable theprivate sector tdully utilize opportunities available for sustainable development and
transformation.An attemptis made hereto assess productivity and competitiessof the
economy for agriculture and manufacturing industry sectors.

Accordingto theanalysis conducted based on data fitCentral Statistical AgencfCSA),
land productivity of the major crogssincreased during GTPperiod. Average productivity of
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major crops by smallholder farmers for the main season increased from 15.7 quintal per hectare
in 2009/10 to 21.5 in 2014/1Bwverageproductivity of major crops by smallholder farmers was
estimated at 19.2 quintal per hectare for the plan perbathis 99 percent of the planned target
(19.4 quintals per hectare).

Average productivity growth of selected cereals such as miefebarley and wheat for the last

12 years (2003/04 2014/15) stood at 6.2, 5.8, 4.8 and 5.4 peraespectively. On the other

hand, growth of cultivated area with these cereals averaged 4, 4.3, 1.5 and 4.4 percent
respectively. Likewise, growth of production of these cereals averaged 101761 and 10
percentrespectively. This shows that theimaource of increase in production of these cereals

is land productivity growth rather than expansion of cultivated area.

The average productivity growth of selected pulse crops such as chick peas, filed peas and
Haricot beans for the last 32ars stood at 7.9, 6.1, and 5.5 percessgpectivelyduring the same
period Similarly, the growth of cultivated area with these puisgppsaveraged 4.4, 3.2 and 5.1
percentrespectively. The growth ratd productionof these selected pulseopsaveilged 12.6,

9.5 and 7.4 percent, respectivelfis shows again that tmeain source of increase imqaluction
growth for pulses waproductivity gains rather than expansion of cultivated ataaaddition,
average productivity growth of selected oilseedshsas linseed, Niger seed and sun flower for
the period 2003/062014/15 stood at 8.3, 6.6 and 2.5 perceaspectively. The growth of
cultivated area with oilseedrops averaged 2.1, 1.2 and 15.9 percent while average annual
production growth stood at IQ 8.5 and 17.4 percent, respectivefythis case, too, the main
source of increase in production of oil seed crops is productivity growth, albeit low compared to
productivity levels of cereal crops.

Although the productivity of major crops has increhskere are differences in the productivity
gains. Theproductivity of pulses and oilseedsmained relativelyower. Given that pulses and

oil seeds are important agricultural exports, such a low level of productivity has been a factor for
the short fallin export earnings during the plan peridtdalso indicates the limit in the progress
made in commercializing smallholder agriculture during the planning péflogs, enhancing

the productivity of these crops need togdeenutmost emphasis during tETP Il period.

Generally agricultural (both crop and livestogkpductivity growthis important in boosting
industrial competitivenessccelerating structural transformatias well as reducing poverty

To this end, full and effective implementatiohthe existing productivity enhancing strategies,
like consolidating thequality and coverage of agricultural extension service delivery,
accelerating technological learning through strengthening social networking of farmers
strengthening effective agriltural research, and implementing scientific agricultural input
utilization are critical.

According to World Bank report (2014), value added per worker from 1999 to 2013 in the
productive sectorgagiculture and manufacturing) showed modest improventémt instance,
agriculture sector value added per worker increased from Birr 5,100 in 1999 to Birr 7,700 in
2013. In the case of manufacturimglustry value added per worker rose from Birr 7,200 to Birr
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13,200. This improvement wasainly due to the pragtivity gainsbetween 2005 and 20,18s
productivity growth in both agriculture and manufacturing accelerated only after 28@&al
averagegrowthin value added per worker in agriculture sector wrly 0.6 percent while nearly
zero in manufacturingector from 1999 to 2003n contrast, annual average value added per
worker growthbetween 2005 and 20@@s 5 percentn agriculture sectoand 8 percenin
manufacturingndustry This coincides with the period when the Ethiopian economy shifted to a
higher growth path (2004).

On the other hand, according to the same World Bank study, the employment elasticity of the
high productivity service sectors was found to be low. Ty bebecausesomeservice sectors

have a tendencyo employ modern technolgg capital goods and machinery. Thresitails
striking a balance between productivity growth and employment expanEwen more
important implication that can be derived from this is that development of manufacturing
industry is indispensable not only fdriving rapid economic growth and structural change but
also for massive job creatiofaking this fact into consideration isnportant during the
formulation GTHII.

Import dependenceof the manufacturing industry may give some indications abtsut
conpetitiveness and possible strategiesimproveits competitivenessBased on the annual
large and medium scale manufacturing sample suo¥ahe CSA tires andplastic products,
machinery and equipment, vehicles, basic metal products, chemicals andath@oducts and
paper and printing products\vebeen found to be highly impodependent subectors On the
other hand, it is worth noting that import dependency ratio has shown a declining trend in all
these sub sectors. For instance, import dependexticy of tires and plastic products declined
from 95 percent in 2008/09 to 85 percent in 2012/13. Machiaedequipmentand vehicles
import dependency ratio declined from 94 percent topéitentand from 94 percent to 41
percentin the same period, respectivelihile these trends are encouraging signs of successful
import substitutions, measures shoube taken still to further promote efficient import
substitution of manufacturinduringthe GTP 1 period.

1.8.2 Transformation of the Domestic Private Sector

One of the key objectives of GTP | was enabling the manufacturing industry to play a more
pronounced role in the national econonifze strategy pursue to this effect was to promote the
development of a competitive domestic private sector including through unleashing the positive
externalities of FDI. Although, encouraging results Ve been registerecthus far the
participationof thedomestic private sectam the manufacturing industrgmaindow.

Thedistribution of domestic private investmeaattross sectors shows thveetll above 50 percent

of domestic private investment projects that commenced production and service delivery (bot
terms of invested capital and number of projeet® engaged inthe service sectors. This
indicates that domestic private investment has been lopsided more towards the service sectors
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such as remg of machinery, real estate, trade and other sesutesectors. Domestic private
investment irtheagriculture sector also was as low as in the manufacturing sector.

The concentration oflomestic private investment in the service secamgears to be mainly

driven by shorterm profit maximization through taking advantage of market failures and
government incentive schemeather thanthrough enhancingtheir productivity, quality and
competitiveness. Thi s s trundevslopneegt andntransfornhatioa ¢ o u
agendaThus, it has todaddressed durirthpe GTPI periodand beyond. Overall, the following

factors could be attributed to the existing Iparticipationof domestic private investment in the
productive sectors, particularly, in the manufacturystry.

i) Although entreprengial andlong-termdevelopmental mind set of the private sedtas
been improving, it stilleaves much to be desired and hemeeds to be further enhanced;

i) Ease of entry into theervice sectoas itrequiresrelativelylower level of startup capital,
technical anamanagerial capabilitthan that of the manufacturing sector

iii) The payback periodof capital in the service secttends to beshorter than that in the
productive secta@r(manufacturing and agriculture) and the risk attached with investment
in the service sector is aldower as compared to those in the productive sector
(manufacturing and agriculture);

iv) Despite orgoing efforts to shift the balance in investment fromdeevice sector to the
productive secta private investment is stitoncentrated ithe service sector owing to
weak administration of thanvestment incentive schemesnd hence inability to
effectively utilize the incentives to promote the developn@nihe productive sectors
more than others.

Besides, most domestic private invesiack the industriaknowledge technical and managerial
skillsand experiencain operatingargemanufacturingndustries. Furthermore, domestic private
investors laclka culture of working in partnership and to fight rent seekers engaged in supply of
input and transaction activities, in enhancing thegaourskill, knowledge and productivity, and

in research and development activities. Owing teelfi@ctors, participgon of domestic private
investors in productive sectgrgarticularly in manufacturing sectonas been limited. As a
result, the transformation momentum of the economy and creation of decent job oppoitunities
manufacturingrave been siw.

During GTPI i mpl ementation period, the Government
trained human power in order to fulfil demand forskilled labour and accelerate the
manufacturing industryés devel opment as well

domestic private investors. However, efficiency, productivity, competitiveness, technological
and working system have been limited by the low level of skill and efficienbym&n power

This problemis reflected in the form ofveakbusiness organization and managemieefficient
marketing system, low quality and productivityjmited research and development, low
technological capacity and weak entrepreneurial skilomestic manufacturing firms
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Overall, efforts will be madeuwting GTP Il period to transform thedomestic privatesector
particularly with regards to their role in the development of the manufacturing industry by
addressingts internal and external binding constraints. Furthermore, efforts will algeéed

to improving the key challenges faced in service delivery such as supply of investment land,
electricity, shortage of input and finance, etc. Cognizant of this situation, durindl@€Rod

the domestic privateector willbe accorded the emphasis it dgserto increases contribution

to economic growthjpb creationstructural transformatioandindustrial development
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Il. Economic Sectois

GTP | had given a special emphasis to economic sectors that have significant bearing on
sustainable development and structural transformation of the economy. This primarily refers to
the development of agriculture and industry sectors (productive sectbesperformance of
theseeconomic sectors during the period of AT® presented in the sections below.

2.1. Agricultural Development

In GTP I, it was clearly indicated that the agricultural sector would continue to be the main
source of economic growth. In turn, within agriculture, the bulk of the grewethld originate

from smallholder farmeragriculture Private commercial farmers engagedimiy in horticulture
werealso expected to complement the production from smallholder farmers. Efforts have been
made to implement strategies to improve productivity of smallholder farmers by disseminating
effective technologies throughe scaling up séitegy, to conserve natural resources and improve
irrigations, and to bring about a shift from subsistence agriculture to production of high value
agricultural productsTheseresulted inan averageeal agricultural GDP growth rate of 6.6% per
annum during the plan implementation peridtis growth rate i€onsideredo be high by any
measureand enabled the sector to remain a key driver of the national economic grearitthe
relative weight of griculture in the overall economydowever, the achievemesitill fell short

by 1.4 percentage posxtompared to the 8% annual average growth tangéfTP1. In terms of
structural change, the share of agriculture and allied activities in overall GIR wtood at
about 42% at the beginning of the plan (2009/10) dedlito nearly 39% by the end 2014/15

Crop and livestock subsectors accounted for 27.4% and 7.9% respeotimile theresidual

was accountetbr by forestry and fishing. The declinetime share of agriculture is an indication

of structural shift from agriculture iadustryand service sectors has been alreadyted

The total production ofmajor crops by smallholder farmers during theher season(main
season) increased from 180 million quintals in 2009/10 to 270.3 million quinge?914/15.

This amounts to 90 million quintals of additional production of major crops during the plan
period. The performance of major crops has been the major cdotrifouoverall growth in
agriculture and allied activities during the plan period given its relative importance in crop
production and agriculture at large. The performance of major crops has surpassed the target set
in the base case swio which enablk the countryto become food sef$ufficient at national

level. This is considered to be one of thestsignificant achievements of tH&TP period In
addition, job-creation and productive safety net programs are implemented across the country to
improvethe purchasing power tibuseholdsaind thereby translate the increased food production
into sustained food security at all levels.

Despite efforts made t@wommercialize andtransform agriculture from subsistence crop
production to production of high vaucrops, performance has been bekxpectations. For
instancegcoffee produced by smallholder farmeras420 thousand tons (40.4% of the target set
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in the plan)in 2014/15 Theamountof coffee produed by smallholder farmerg 2014/15vas
only60.8%0 f  Gfive year average target of 690.6 thousand tones. Production of horticulture,
industrial crops, and spices increased from 1,281.8, 629.7 and 182.2 thousand tons in 2009/10 to
1,463.32, 1,561 and 337.85 thousand tons respechy&l(14/15.

The mgor factor for the short fall in achieving the planned level of agricultural productivity is

related to the coverage and quality of implementation of the agricultural extension system. The
coverage and quality of the agricultural extension system wasquldarbe scaled up via mainly

social learningamongcommunity development grougpsé agr i cul t ur al .dhevel opn
target set in the high cageowth scenario would have been realized had the scaling up strategy
beenfully implemented within the &mework of weHlfunctioning agriculture development army.

Looking forward,thereforeimplementation of the full package of the scaling up stratéghe

agricultural extension systemill be a determining factomi increasing furtheproductionof

smallhdder farmersand bringng aboutcommercialization anttansformation fronsubsistence

farmingto high value crop production.

The supply of improved inputs that help increase agriculjpr@diuction and productivithas
expanded significantly during the GTP | period, but still falls short of the target setder to
transform smallholder agriculture. The amountfetilizer supplied in 2014/15 waa record

1.201 million quintals but this was only72.2% of the targt set for the year. The supply of
improved seedwas onlyl.514 million quintalswhich accounted for abod2% of the target set

for 2014/15.Some of thdactors attributed for the low level of supply of improved seaddude

the rejection oflsome impreed seeds produced in a number of multiplication farms owing to
poor qualityand thefailure to collect all improved seeds produced by smallholder farmers.
Besides, there were also limitations in carrying out multiplication of improved seeds through
irrigation coupled with préarvest losses on farms owing to erratic rains.

Improving effectiveness of agricultural extension system was an important strategy pursued to
improve agricultural production and productivity during the plan period. Accordingly, the
number of agricultural extension beneficiaries has increased from 5.1 million in 2009/10 to 13.95
million farmersby the end of the plan perioehhich is 95% of the target set for 2014/15.
Although the number of beneficiaries from the agricultural extensygstem has increaseits
effectiveness in terms of bett@atcomeas measured bypcreased productivitgainsneeds to be
enhancedthrough the communitdriven scaling up of the dissemination of the modern
agricultural technologies and farming practices

Apart from scaling up the dissemination of available technologies and farming practices, GTP |
also gave due emphasis to development of new technolddiegarget was tdevelop 534 full
package technologiesn the fields of crop, livestock, soiand waér and agricultural
mechanizatiomy 2014/15. The accomplishment was estimated &bP& of the target.
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Horticultureis one of the sub sectors of agriculture twas givendue attentionn the Plan. The
development of horticulturplaystwo critical roles in the economyforeign exchange earnings

and employment generation. Horticulture, particularly cut flowers hasd®ercess stories and

there was expectation that this will be sustained during the plan period. A significant shift has
been envisaged duag the plan period through scaling thge best practicesn the horticulture
industry Targets were set to produce 5859.1 stalks of flower, 559.8 thousand tons of vegetables,
and 404.6 thousand tons of fryitseespectivelyby the end of the plan perioddowever
performance stood at 12.7% for flower, 23.7% for vegetables, and 4.3% for fruits by the end of
2014/15.

It was planned to generate 1.5 billion USD by 2014/15 from the export of flowers, vegetables
and fruits but only 249.7 million USDor 16.6% ofthe targetvascollected during the reference
period The horticulture industry still employees a large numbdaledurthe majority of which

are women. But given its potential, the employment opportunities created theesvis much to

be desired The major factors for the poor performance of the subsector were difficulties in
supplyng land requiredfor development of horticulture, concentration of market destinations
and inability to diversify exponnarket and limitation in supplying the requiredpiats. Despite
these experiences, there is still huge demand for investment in the horticulture industry. Given
the potential of the sector in generating foreign exchange and job opportunities, addhessing
bottlenecks facing the horticulture industryery critical and will be taken up in the upcoming
plan (GTPII).

Horticulture development: In addition to smallholder agriculture ahdrticulturedevelopment,
GTP | also envisaged to promote the development of commercial mechanized faimeitgsic
principle of mechanized commercial farming is that it exclusively relies on hitbarttlized

and unoccupied land for farming, environmental conservation or wildlife conservation. The key
objective of commercial farms development is boosting pheduction of industrial raw
materialsfor domestic industrial developmeand exportable good# was planned to develop
and transfem total of2.3 million hectare of landor the development of commercial farming
during the GTP | periadHowever only 840 thousand hectares of land was developed and
transferred to investors by the end of the plan period. This fell short of the tamgsigoyficant
margin. This is identified as one of the factors that contributed to the short failge in
performanceof agriculture during GTRP period Looking forward, thee o u n pateptialis the
development of commercial farmiritas to be effectivelynleashedor development through
strengtheningland administration systenrecruiting high quality and high impact private
investment, amplifying transparency and accountability in the se&ohancement of
environmental protection system and provision of quality infrastructure services.

Pastoral development: with regard to pastoral developmeityo drategic directionswere
pursued to transform the sects stated in the plan. The first strategic direction pursued was
further enhancing the outcome from livestock development in line with the pastoral livelihood
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system and then enable the pastorabsisefit from the outcomes of the development process.
Accordingly, efforts have been made to expand prevemtimnted livestock health system, to
improve the supply of water and pasture and strengthening the livestockintpsiystem.The

second strateg direction pursued to promote the development of the pastoral community to
ensure sustainabteansformation of thdéivelihood in pastoral areas was encouragmtuntary

based and irrigatiorcentred sedentary agricultural development. Looking forwardrthfer
emphasis will be given to ensure the benefits to the pastoralists building on the achievements
gained so far and through enhancuajuntarysedentary farming (crop farming) practices.

Livestock development: various strategies were undertaken with regard to livestock
development during the GTPplriod throughoutthe country. Accordingly, the proportion of
hybrid/improved cattle increased from 10.37% at the beginning of the plan period to id.53%
2014/15,while the number ofmproved hybrid cattle increased from 390,078 to 902,390 in the
same period. The number of hybrid milking cows has increased from 140,428 at the beginning of
the plan t0297,788 by 2014/15Although quite a number of activities have been undertaken
during te plan period to enhance livestock productivity, the performance of the sub sector fell
far short of the target set for GTPhencea lot more needs to be done to reattzepotentialof

the livestock suisectorin the upcoming plan (GTR) period

Natural resources conservation and developmentthe accomplishments with regards to
natural resources conservation and development actigteslentified as one of the success
stories in agricultureand environmentectos during the last five years. Bermance has
surpassed targets by a significant margin in the area of natural resource conservation and
management. Community based watershed developments that improved water, soil and
biological resources surpassed the target set in the Plan. Thraablesuredegradedands

have been rehabilitated; community based watersheds infrastructures that prevent soil loss and
enhance water percolation have been constructed over andthbtargets set. Accordingly, the

area of land closed for rehabilitatiancreased from 3.2 million hectare in 2009/10 to 10.9
million hectare by 2014/18Community based watershed infrastructure developraepanded

to 20.2 million hectare during the plan period. Besides, area of denuded lands rehabilitated being
covered bymultipurpose trees increased from 6.1 million hectare in 2009/10 to 16.2 million
hectare by 2014/15. Along with the natural resources conservatioastimated 2.34 million
hectares of land isevelopedthrough small scale irrigations schentksing theplan period.
Thesegood lessons could be scaled up and replicated to other sectors in the upcoming Plan
(GTPII)

Food security: another important dimension of the Plan in the development of the agriculture
sectorconcernamproving the food security situation in the country. To this effect, efforts have
been made to ensure food security through enabling chronically food insecure households
participate in productive safety net program and household asset building to phepgi@und

for a smooth transition to speed up their graduation. It has been planned to benefit 7.7 million
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households through the productive safety net program during the plan period. By the end of the
plan period, 778,572 households who are believdthe ensured their food security graduated
from the program.

Disaster prevention and preparednessno additional capacity have been created in building
stocks of emergency food grain reserve apart from maintaining the stock at 405,000 metric tons
which is equal to the level at the beginning of the plan (2009/10). A number of factors have
contributed to the stagnation in the stock of food grain reserve. These itittutime taken to

draft thepolicy directionwith regardto administratiorof food secutly reserve, the need for the
amendment of the regulation for the establishment of the Emergency Food Security Reserve
Administration Agency and budget constraints for the purchase of food dralesant actions

have been taken recently through #reactnent of the necessary regulations by toeincil of
ministers. Hence the challenges encountered during GTP | in this regard are addressed paving
the way for an effective disaster prevention and preparedness system.

Overall, when the performance of theiaglture sector igudged againsits relative importance

in overall GDP The 6.6% annual average growtdte that the agricultural sector registered
during GTP lis considered to be remarkapkdthoughit fell short by 1.4 percentage points
compared to the 8% annual average growth tasfi¢he Plan Period. The major attributive
factors for short fall in performance are related to the limitations in implementation of the scaling
up strategy coupled with host of other factors pertaining ¢ballenges with regards to input
supply and output marketing, challenges related to leadership, as vedtitadgnal, skill and
knowledge gapsf farmers.

2.2. Industrial Development

During thelast five years, thendustry sectorGDP {alue added has witnessed an annual
average growthate of 20% which shows that the target set for the sector was almost achieved.
Within the industrysector medium and large scale manufacturimglustries value added
registered avage growth rate of 19.2% per annamd micro and small industriesgistered an
average growth rate of 4.1per annum At the end of thg@lan period, the share of the industry
sectorin overall GDP has reached 15.1% (manufacturing 4.8%, construction 8&étjc and

water 1.0% and mining 0.8%). However, this performance fell short of the 18.8% target set to be
achieved by the end of the plan period. This indic#éites challenges to bring about rapid
structural transformation in the econonne growthperformance of the manufacturing industry

in particular which is a key indicator of the degree of structural transformation in the economy,
was lower than the target for tpéan period. The poor growth performance of micro and small
scale manufacturingndustriesand delay in the implementation of largeanufacturingprojects

were the major contributors to the slow growth in the overall manufacturing sdtter.
performance also indicates that the industry sector growth has been largely driven by the
congruction subsector.
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In GTP I, emphasis has been given to micro and small enterglesetopmentThe significant

role of micro and small enterprises for job creation, entrepreneurship expansion and industrial
development has been clearly indicated. @niifying the bottlenecks, strategies were designed

to expand micro and small enterprisgsvelopment To this end, rent seekingpw level of
entrepreneurial competendpw technology and skiltapability, as well as finance and market
related problemshave been the major challenges of micro and small enterprises.
Notwithstanding these challenges, enterprises have been expanding and jobs have been created
across the countryin areas where there was encouraging performageepreneurshjpand
smallscale trading and investment activities have expanded, leading to revitalizing of local
economies and reduction of unemployment.

However,the implementation othe micro and small scale enterprises developnsérategies

has to be consolidated in order to unleash the potential of the sector in revitalizing local
economic development, nurturirentrepreneurshipnd addressing unemployment and poverty
over the coming planning periadbslence, new enterprises should be ermged to engage
mainly in manufacturing industry. Furthermore, it requires fully implementing the strategic
directions set out in order to improve entrepresiprattitude, productivity and competitiveness

of these enterpriseBy addresmg the aforementined issugssmall scale manufacturing
enterprisesn particular would play their roles asivers for industrial development and source

of quality and sustainable jobs.

GTP | has also givermphasis for the development of large and medium scalaufactuing
industries. In this respect, the strategic directions pursued were-egbartiustrialization which

is mainly to be undertaken by the active participation of the private sector. Thus, though the last
five years haveseenimprovementdn exportorienied industrial developmemompared to the
previous plan periods, trechievementsrestill far below the targets set in GTPIn 2014/15

the export earnings from manufacturing stood at USD 409 million which is only 22.5% of the
1.82 billion USD target sefor the final year olGTP I. The export earnings from the textile and
garment industrysubsector stood at USD 98.1 million which shows significant improvement
compared to the base year while it is far below the USD 1 billion target set for the #vad of
plan period. In this subsectot,was also set to create job opportunities for 40,000 citizens but
only 50% of the target was achieved. In addition, ttital export revenue of the leather and
leather products industmgver the GTP | periodotalled USD 596.2 million. In 2014/1%lone

the export revenue from this subsector stood at USD 131.6 mwibichis far lower than its

target but more than double the figure for the base Yymae(yeafigure of USD 56.4 millior).

During GTPI period, the agr processing industry sub sector registered USD 196 million export
earnings while creating job opportunities for 52,000 citizens. On the otherdanty the plan
period, USD 416.56 million was generated from the export of meat, milk and honey. The
pharmaceuticals industry has also registered USD 20.92 million in export earnings during the
plan period.
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Over all therefore theanalysis of thegperformance ofarge and medium scale manufacturing
industriesin terms of export earningdearly shows theinderachievement during the planning
period, but also thpotentialof the subsector as a source of expgrowthin the years ahead.

The first factor behind this performance of the medium and ksggde manufacturing industries
concernsthe short fall witnessed in attractirgglarge number ohew andhigh quality export
orientedprivateinvestmentsnto manufacturinglt was presumed that the ingtual development
targets set to broadening the existing narrow base of medium and large scale industries would be
achieved mainly through expanding new investments. In this regard, it is clearly stated that the
supply of investment land and infrastrueturand other supports need to be effective and
efficient. In terms of domestic investors, it has been identified that supports in terms of
management, technology and capital have vital role on top of the aforementioned incentives.

The second factor concerns the productivity and competitiveness of existing manufacturing
firms. Many manufacturingxport products were of lower value addedhjle others were less
diversified both in terms of product type and market destination. Stilesather manufacturing
expors were found to be very basic and of lowguality, fetching with lower prices and
becoming morevulnerable to global economic shocks as well as bargaining power of buyers.
The low level ofquality and productivityas well as empetitive capacity of existing domestic
firms in the global market is attributéd inefficient technologyse lack of competitivereliable

and quality domestic input (raw materials) supply, problems related to logistics for both import
and export, higtcost of transport, logisticxhallenges related to reliable supply of electricity,
and financial services. Besiddbkge limitedorganizational and managerial competency of these
companies has undermined the utilization of even the opportunitiasfbfind quota free access

to global markets such as AGOA (USA) and EBA (Elljangements

In additionto exportoriented industrial developmergignificant emphasisvas also given to
promoting efficientimport substitutiorindustrialization. Again thenajor driver was envisaged

to be the private sector, although public enterprises were also encouraged to selectively and
transparently invesn areas where the private sector is not investing but that are strategic for
structural transformationand building technological and industrial capabilithccordingly
remarkable achievement has been registeredport substitutionn the chemical sulsector and
particularly in the cement industtgrgely undertaken by the private sector during the planning
period. Due to the booming construction industry, the demand for cement was so high that the
country was forced to import a significant amount of cement from abroad. During the GTP |
period, the government set a clear target of fully substituting importednteand creating a
production capacity that can cater for the growing demand in the years ahead. Accordingly in
addition to enhancing thfavourableinvestment climatethe governmenaggressivily promoted
privateinvestment angrovided all roundegupportto those investing ithe sector. As a resylt

by 2012 fiscal year, domestic demand for cemeat met from local productiorwith the
commissioning oseveral veryargest cement plants in the country.

30



Import substitution in the metal and engineeringustdy was undertaken both by the private
sector and public enterprises with encouraging results both in terms of substituting imported
goods and building technological and industrial capabilities. Some fabrication and engineering
capacities in various indtries are created as a result of the public and private investméins

metal and engineeringndustry The sub sector has playesignificant role in terms of
substituting imported products, saving foreign exchange and building technological capacity.
Overall, the metal and engineering subsector has played an important role in terms of supplying
domestic inputs which can substitute imports, contributing to technology transfer, saving foreign
exchange and building technological capacity and broadengnigdiistrial base in the economy.
However, import substituting industries other than the jusb mentioned have not witnessed
significant change as expected and designed for import substitution. The main reasons for this
weak performance were the limitation in fully addressing shortcomings identified and other
factors outlined above.

In sum, thoughrapid and sustainable eaomic growth has been registered during the last five
years, the growth ofthe manufacturing industry which is fundamental for structural
transformatiorclearly needs to be accelerat@the share of manufacturing subsector to overall
GDP has remained belo®%, while the export shar of manufacturing subsector total
merchandizeexport has remained aabout 10% on averageThe performance of the
manufacturing industry in particular has fallen short of the target owing mainly to inadequate
new investment indw to the sub sector. The performance of existing manufacturing industries
was also constrained by supply host of factors. Therefore, in order to accelerate the growth of the
manufacturing industry, it is essential to address the bottlenecks relabedpmvision of well
developed working premises, provision of infrastructure and energy, trade and custom
facilitation, transport and logistics, power supply, credit access, technological and business
managemensupport particularly to domestic privatenfis, etc., which are currently impeding

the expansion of the manufacturing industry.

Just likethe export sectorthe development othe manufacturing industryr industrialization

and structural transformatias critical for sustaining the gains so fardarealizing the longerm

vision of the country, and hencalls fora stronger commitmentof theleadershipn the yeargo

come Industrializationis absolutelyd e ci si ve f or sustainabl e deve
renaissanceand it critically requires effective leadership and coordinated effort atyf
stakeholderslt requiresa concerted effort of the leadership to brirlgpat abig push inexport
orientedmedium and large scale manufacturing industry through fully implementing existing
stratgies articulated in the plan. In this respect, expanding the development of industrial parks is
crucial to address the constraints faced by both domestic and foreign investors that are related to
production and logistics which impede their productivity aaenpetitiveness. Thapproach
envisaged 9 the development of industrial parks so as to comprehensivelyeffedively
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address theonstraints of welbleveloped working premises, weléveloped infrastructurand
energy, tradeand custom$&cilitation, trade logisticsetc.

Although the significance of industrial paskas already highlighteth GTP |, thesuccess in the
developmenbf industrial parks hakeen limited mainly for capacity and experience limitations

The construction of a total of 9dnstrial parks was started by the government, private and/or
jointly between government arile private sectorThe parks have been enclosed and various
development activities have been undertaken duringlérgeriod. Of these, the construction of

the first phase of 2 industrial parks has betarted angartly completed, as a result buildings
which are readyor use have been rentéa private investors and these investors have already
started production. Parallel with industrial parks development necessary to ensure the
delivery of efficient and effective public services and suppudchanisms Appropriate
incentives need to be provided as quickly as possible in a transparent and accountable manner.
For domestic investors, support on effectivanagement, technological and business process
management need to be given through the respective specialized institutes established to support
industrial development. To build the capacity of these institutes, the existing twinning
arrangements need to lkeahanced ta higher level. It is also indispensable to accelerate the
industrial development by improving accéssreditto the private sector

Ethiopia has started implementing the Kaizen management philosophy since 2012/13 after
recognizing its importance for industrial transformatiohe pilot implementation of the Kaizen
philosophy in export oriented manufacturing firms proved that it isilpesso enable the
products of these firms to meet international standards and be competitive in the global market
by promptly eliminating their cumbersome and backward industrial culture. In the production
processsof strategic products such aggar anccement industries, significant and measurable
guality and productivity improvements have been registered whickam&dered asigns of
attitudinal changes. The implementation of the Kaizen management philosophy has also
witnessed a promising result the construction industry and human resource development
sectors. Trainings programs have been conducted for about 32,950 managers and employees
from 93 companies which have started implementing the kaizen philosophy. As a result, 3,590
kaizen developmenteams which are core to further initiate and sustain the productivity and
quality improvements have been formed. Benchmarking is also another tool believed to have
helped improve productivity, quality and competitiveneB®nce benchmarking has been
expermented in some domestic firms based on lessloaan from the experiences of various
countries.

2.3. Trade

Given the fact that the trade sector is very much interlinked with all productive sectors of the
economy, strategic directisnwere set and effog have been put to establish transparent,
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accessible and competie tradng system which could satisfy consumers, trading community
and developmental investors within a stable and fair marketing system.

A uniform and harmonized trade registration aiedrising system was establishadorder to

render the trading system transparent and fair, put in place an organized national information
system for the sector, protect consumer so ri
licensing servicesBasedon this, competitiveness has been improved indivmestic trading

market, while thelrade CompetitiomndCo n s u niPeotecdianAuthority has been established

to regulate the systenn order to bring fundamental change in the sector, trade registration and
licensing has been supported by modern information technology.

During theGTPI period, various activities have been undertaken to enable the counttiigoin

World Trade Organiz&an. A number of evaluative studies to gauge the implications of joining

the multilateral trading system are conducted, while several other documents are prepared as part
of the accession proced3teparation of Initial Goods Offer is prepared and thedWorking

Party Meeting has taken place. As part of promoting trade to accelerate economic growth and
structural change, research works were undertakésetdify market opportunitieand ensure
effective use of existing market opportunitiésoreover trade negotiations with selected market
destinations, signingof trade agreementand organizing regional trade negotiations and
conferences have also been carrieddoming the GTP | periad

During the last five yeard,899 primary markets have been argad and established throughout

the countryin order to render the marketing system modern, efficient, transparent grahéhir
enable the determination pfices through competitivenarket forcesdemand and supplyThis

is expected to fairly benefiroducersby enabling thenearn better prices for their products and
there by speed up agricultural transformation. Activities related to establishing and starting
electronics marketing system and modernizing the existing marketing system have been also
undertaken during the plannm.

Despite theseencouraging achievementsof the sector, rent seekingoehaviours slow
performance in supporting the trade registration and licensing system with technology,
limitations in the use of market opportunities fully and effectively and ndedeloped market
centresand poor infrastructure for marke¢ntreshaveremained constraininghallenges of the
sector. Besides, there were also short falls in bringing products under the modern marketing
system, inability to continuously supply produetisreasonable price and quality, inability to
supply products at the right time and competitive price due to poorly developed logistics, weak
market expansion and linkagesthe country. Thesehallenges need to be addresse@ TP 1.

2.4. Mining

During GTPI period, the focus of the mineral sector was to create conducive environment for the
sectorbés contribution to the countryés over al
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generation and dissemination of basic -ge®nce and mineratxploration information for
investment promotion and expansion, especially to theafgrigector. In line with thidasic
geoscience mapping coverage gaaleof 1:250,000) increased from 34% in 2009/10 to 680
2014/15. Geological mapping coveragecnmeased from 51% to 82.4% in the same period.
Similarly, hydregeological mapping as well as the gearard study expanded from 42.@¥d
9.6% to 79.0%and 29% in the same period, respectively. Delineation of potential areas of
industrial and metallic mimals exploration and evaluation (at scale of 1:50,000), increased from
48 to73 in the plan period.

Overall, during the five years @TP | implementation, about USD 2.62 billiomas generated
from minerals exported by different companies amtisanalminers. Moreover, to increase
productionandproductivity of artisanal miners, training on improved mining technigsapply
of modern equipment, training on environmental conservatiomnd marketing have been
provided. To economically empower artisanal miseincluding women the government
provided support in organizing operators intaning cooperativesand micro and small
enterprises These actions havexpanded theemployment opportunities in the sec¢t@and
improved earnings dartisanal miners

2.5.Construction

An efficient and effectiveconstruction industrgan enhancaational competitiveness ancdeate
enormous employment opportunitid3uring the GTPI period the construction industry on
average grew &8.7%per annum, pushings share in GP to risefrom 4% in 2009/10 to 8.5 %
by 2014/15.

Moreover, measures werendertaken to build the capacity of the sector and to increase the
contribution of the sector in the national economy. This includes the launching of the Ethiopian
Construction Indstry Development policy framework, the establishment and operationalization
of the Ethiopian Construction Management Institute and the preparation and implementation of
Construction Industry Strategic Reform program. It was also planned to increasentber rod
domesticcontractors and consultants in the indugtrgt are internationally competitiie 20

and 10respectively by the end of the GTP | period. The accomplishment exceeded the target and
by the end of 2014/15, and there are riwdomestic construction contractaad 35domestic
construction consultants that are considered as internationally competitive

During the plan period, low level of capacity and weak performance of contractors and
consultants as well as the prevalenceeoit seekindhasbeenidentified as the major challenges

of the industry. These challenges have caused delays in implementation of construction projects
and incur additional construction cost. Moreover, this has had negative bearings on the supply
side of he economy through both consumption and exports. It also affects the competitiveness
and the critical role of the sector on industrial and infrastructure development.

34



2.6. Urban Development and Housing

Urban areas areentresof economic developmenihe population of urban areas has been
increasing from time to time and as a result, the demand for economic and social services has
risen.Moreover the demand for employment opportunitytbgyouths has increased.

During the plan perioda strategic frarework document of the sector was prepared to ensure
urbancentresself-administration and fulpublic participation in speeding up local development
and to build urban developmental good governance system. Besidessivetraining was
conducted on diffient urban development related topics/issiegartnership with different
universities

With regard to urban land management, policies and strategwesbeen prepareahd issued by

the government. Besides, by way of putting the revised lease prodanrab effect, it was
planned to transfer 750 urbaentresinto the lease system. In terms of performance, 781 urban
centresare now being governed biye leasesystem. In addition, UrbaGadastreSurveying Act

and urban land tenure approval and registration rules and regulations were approved.

The development of small towstould be guided in accordance with urban plaentable them
utilize their limited land resources efficiently. Hence, itsyglanned to prepare urban plan/map
for 750 small townsbut the achievemenstood at 907CQut of this 844 towns were supported
and supervised to implement their respective ldihis helped to improve land development
and administration system and théxe mitigate rent seeking and ut#izcarce land resources
efficiently.

Moreover, the ofgoing housing development program in Addis Ab#rgetedto build 150,

000 housing units during the five years plan period. Accordirigig,190housing units were
constructed under different housing programs. The housmgr@gm has also registered
impressive resudtin terms of job creation. In this regard, it was planned to create 200,000 job
opportunities through the housing development and other related prBjec#l5,900 jobs were
created. In general, the overall performance of the housing program was gimgpespecially

in benefitting the low and middle income citizens as well as women. The prbgsabeeralso
playing an important role in distributing equitallealthamong the citizens.

Regarding urban infrastructure development program, on the Hatkie mle of urbarcentres

for social and economic growth, more attentibas beengiven to the expansion and
development of integrated urban infrastructure, simultaneously to generate job opportunities and
create small scale enterprises. In line witls thinder urban infrastructure development project
across regions, it was planned to construct 3738.3km csbine road during the period. As a
result 3769.58 km cobblstone roads were constructed. Moreover, it was also planned to
construct 9 industrialzones but only 2 industrial zones were constructedlid waste
management and Climate Resilient Green City Development strategic document that help to
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guide and implement the clean and green city development through community mobilization was
also prepad. Although, the achievemeihtas beerencouraging, the infrastructure sector in its
nature requires strong implementation strategy, integrated systehugefihance. Therefore, it

is vital to examine the challenges faced and improve the performaGddin.

Moreover, some of the challenges and limitations identified in the sector which called for further
attentions in GTPIl period are poor project management (planning, implementation, follow up
and contract managememhonitoring and evaluation cagacity limitation, lack of integration

and finance, technology gap, shortage of power sugptiservice, rent seeking practice, and
lack of good governance. Thus, since the political economy in wrb@inesand construction
sector are dominated by renekang attitude and practices, it is crucial to keep up thgaing
struggle against rent seekibhghaviour
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I1l. Economiclnfrastructure

One of the keyeatures of the first Gravth and Transformation Plan was tgecial focugjiven

to infrastructure development. Large scale energy, transport and telecommunication
infrastructure development programs wamneluded in the plan. The plan also identified the
envisaged challengesmdpossible measures to address them.

3.1 Road Infrastructure

During theGTP1 period, the federal and regional road network has increased from 48,880 km
2010to 63,604 km (with a net increase of 14,804 km2015 In addition to this, 46,810 kial-
weatherworedaroads have been constructed. Aesult, the total roadetwork of the country

has more than doubled during the GTP | period reachirj414 km by the end of the plan
period. As a result, the proportion of rukalbelesconnected to alveather roads increased from
39% in 2009/10 to 76%y 2014/15 and the average time required to reach the nearest all
weather roads declined from 3.7 hours to 1.7 hours.

3.2 Railway Infrastructure

Railway infrastructure development has been one of the major departures in infrastructure
developmenprojects included irGTP I. Owing to financialimitations; priority has beermgiven

to the construction of the Addis Ababgibouti railway project and the Addis Ababa City Light

Rail Transit (LRT) project. By the end of the plan period, 89 percent of the total construction
work of the Addis Abab#®jibouti railway line was completel. The Addis Ababa Light Rail
Transit (LRT) projectwith a total length of 34 Kmis completed anchas already become
operationadduring the planning perioBesides, Preparatory works have already been completed
for AwashWoldiya and MekeleWoldiyaHara Gebeyacorridors in which performance so far
stood at 14ercentand 13 percent, respectively.

3.3. Telecommunication

Huge investment has been made so actpirethe latest technologgnd expand theervices

in the telecom sector. As a result, acdaby and quality of telecommunication services have
improved. With regard to accessibility, the numbecustomers oéll kinds of telecom services
increased from 7.7 million in 2009/10 to 39.8 million by 2014/15. During the same jpi@od
number of nobile subscribers increased from 6.7 million in 200941.88.8 million by 2014/15.

The share of rurdtebeleswith accesgo telecom services (within 5km radius) increased to 97%
by 2014/15 from 62.1% in 2009/10. The other significant achievement in the telecom sector,
during GTPI period is the introduction of 3.75G and 4G intermetworkswith the capacity to
provideservices to 60 milliowustomers
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3.4. Energy Infrastructure

In order to support the efferto accelerate rapid and sustainable growth, it was planned to
increase the power generating capacity of the country from 2000MW in 2009/10 to 8000MW by
the end of the plan period. In terms axlivery, total electricity geneting capacity reached
4,180MW by 2014/15 and the average performance of all power projects stood at 52%. The
Grand Ethiopian Renaissance Dam (GERD) (6000 MW), Gilgel Gibe IIl HEPP (1870 MW) and
wind power projects were the distinctive featuresGatPl. Fincha Amertinesthydroelectric
power projectAshegoda and Adama | wind power projects are some of the projects which have
become operational during the ATeriod. Besides,among the oigoing power projecighe

GERD Project and Genale 112%4 MW) havebeen completed 40%nd 65%, respectively.On

the other hand, problems of service delivery, delay in rehabilitation of old lines, lengthy
institutional reforms are some of thproblemsobserved in the power sector that deserve
proper attention ilGTPII.

During GTPlimplementation period, the total length of power transmission line incréased
11,440 km in 2009/1Q0 16,018 km (against the target 17,000 KM) in 2014/15. The
additional newly constructed transmission Wm&s4,578 km.

During the plarperiod, 40,929km power distribution lines were constructed (against the target
of 132,000Km). Consequently, the total length of power distributiors has increased from
126,038km in 2009/10 t0166967 km by 2014/15. As a result, electricity service cage
increased from 41% 2009/10to 60%in 2014/15 In 2009/10, about 2.03 million customers
accessedlectricity service. This figurencreasedo 2.31million in 2014/15.

During the GTP period, 8.875 million biomass stoves were distributed (against the ¢dérget
9.415million), a total 0f11,618 biogas plants have been constructed (against target of 26,000
biogas plants) and 2.032million solar technologies have beerbdtstli (against target of 3.16
million).

With respect to biofuel land information, it was planned to identify 23 million hectares of land
for Biofuel development. Thyud 6.6 million hectares of land is partly plantaeddbeing planted

with biodiesel seeds such datrofa and caster, etc. Regarding the construction of blending
facilities at fuel stationandthe supply of biofuel products, eight facilities were planned to be
constructed and four facilities (50% of the plaave been constructed. As a result, 77.38 million
litres of ethanol was produced and earned 51.8million USBouA41million USD has been
saved through the production of 5@ndlion litres of ethanol and blending it with Benzene.

3.5. Information and Communication Technology

Information and Communication Technology (IG3nhelp to increase productivity, enhance
competitiveness of the economy, access timely informatiguiblic, create job opportunity and

38



generate foreign exchange earningscordingly, during the plan periodhe major strategic
directions were to enhance the information communication technology infrastructure and human
development, utilize ICT in government administration, industry development and private
sector developmentlCT equpment producing industries va started to emerge in the
economy, whilea number ofCT service providing enterprises have already become operational
in the ICT Park constructed in Addis Ababdn the coming few years, thessmerging
enterprisesire expeted tocreate wide rangsof job opportunities and enhance the export mix

of the country.

On the other hand, durigTP | period, 47 government offices benefited from the ICT services.
To enable the community benefit from ICT services, G&ntreshave beenestablished by
Federal OfficesIn addition,19 community Radio Stations and 230 Public Information Desks
have beerestablishedluring the plan periadlo improve access and quality of education and
health services, 18 and 22 I&Upported education arwealth servicedhave been provided
respectively. Thus, 125 informational electronic services and 152 transactional electronics
services have been developed (against targets of 392&nduring the plan period)ikewise,

wider application ofe-government, ommerce, dearning, €library, mobile banking and
others havenabled tomprovethe quality and efficiencyf public and private services

3.6. Potable Water Supply and Irrigation Development

During the GTP | period, developmenand expansion of reliable water supplies to ruaad
urban areas were undertaken. AccordingGTP | standardnational potable water supply
coverageaecorded was 84%, with rural coverage being 82% and urban 91% in 2QG4/R5
standardrural 15 I/c/d within 1.5km radius, urban 20 I/c/d, within 0.5 km radius). However,
accordingGTP Il standard (rural25 l/c/d within 1km radius, Urban: based on demand
categories of 100, 80, 60, 5@&nd 40 I/c/d from the highest to the lowest level, respectively
therural, urban and national levefater supply coverage weestimatedas59%, 51%and58%
respectively.

Over the last five years (2010/42014/15),it was planned to undertaKeasibility studies and
designworks on 746,335 hectares large and medium scale irrigation schenmfgshievements

stood at857,933ha which exceeded the planned target by about 15 perPeming the same

period, construction works on 658,348 of irrigation schemesvas planned bubnly 283,408
hectares wadevelopedGiventhec ount r y 6 s i r and tgeautgéenbneed foamuciagn t i a |
dependencen rain fed agicultural development systemsfforts need to be made to expand
irrigation during the period of GTR and beyond

! Based on the size of population the ranking of the townd axel-I, greater than 1,000,00Devel-11, 100,000
1,000,000ievel-lll , 50,000100,000;Level-IV, 20,000850,000 and evel-V, less than 20,000 populations.
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On the other hand, the cdury 6 s h y d r @toeerpge hastinaréased fnom 85% to 89.5%
during the plan periodt was also planned to increase 1,135 Meteorological Stations to 1,200 as
well assatellite receiving statiorfsom two to eleverandin both casethe targets have been met
(100%). Similarly, Aitomatic Weather Stations System (AWS83reased from 37 to 140n

order to deliver quality Aeronautical Meteorology Services to the aviation industry, the number
of aeronautical meteorology stations has besred from 2 to 6 both at international and
domesticairports.

3.7. Transport

The Government has been allocating huge investment to expand transport infrastructure and
transport service delivery. Transport infrastructwentributes toaccelerating growth and
transformation by enhancing the efficient use of transport infrastructure, by reducing
transportation cost and thereby improving competitiveness. To this end, the major strategic
directions pursued iGTP I include enhancing the cagity of managemenand human resource

in the transport subector and rendering the transport system efficketordingly, during GTP

| period, total distance covered by buses increased fa®@ Km in 2009/10 to 10283 Km

by 2014/15 The number of pssengers transported increased from148.1 million to 394 million
The number of deaths (due to car accident) per 10,000 vehicles decreased from 70 deaths per
10,000to 60 during the same period. Although the volume of transport services has increased
significantly, moreneeds to be done to improve quality of services and safety by strengthening
modern transport and traffic management information system and coggdsicidies related to

traffic accident during the period GTPII.

With regard to sea andMaritime services, the share afnerchandizeargo imports and exports
capacity ofMojo and Samara dry ports increased from 12 percent in 2009/10 to 85 percent by
2014/15. Overall, cargo import transported through multimodal transport system has increased
from 2 percent in 2009/10 to 35 percent by 2014/15. To strengthen dry ports sendaes)ad

dry ports have been constructed. One of the major accomplishments that deserve mention here is
the purchase afargoships which enhanced the capacity of the maritime transport services.

With regard to air transport service, the Ethiopian AirlinegEAL) hasbeen delivering an

exemplary performanc® other public enterprises and more so at both national and continental
levels. During the GTPperiod, the EA has purchased additional airplanes and it has become
owner of Dreamliner airplanes which neskEthiopia the first country in the continent of Africa

to own a dream liner. It has also increased the number of domestic and international flight
destinations. These have enabled the Ethiopian Airlines to satisfy the needs of clients, to enhance
servie export earnings and to make the service b

Thep a s s e segt@ovigios , which stood at 15 billion in 2009/Mill increased to 32 billion
seats by 2014/15. During the same period, the number of internagionad s e flighe r s 6
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destinations increased from 58 to 90 and the number of domestic flight destinations increased
from 16 to 19. The Universal Safety Security Audompliance level of the Ietnational Civil
Aviation Organization has shown marginaldecline from 70 percent in 2009/10 to 6@&fcent

by 2014/15. The number of accidents per 10,000 flights declined from 30 in 2009/10 to 5 by
2014/15.

Overall, during the GTP | period, concertedfforts have been devoted to infrastructure
development with the aim afproving delivery of infrastructure services to citizemsking the
economy more competitive and creatingavourable conditions for sustaining our future
developmentendeavours Attempts have been made to reduce the envisaged and potential
challenges and their down side effects. However, owing to limited capacity to address the
challenges, the achievements made in the plan period were limited. As asesude delivery,
particularly in the area of electricity and telecom services were not met as expected. Despite
efforts made in the transport sabctor, owing to limited capacity in terms of finance and project
management, the has been short falls satisfyingdemands for avide range of serviee

Thus, huge efforts need to beadeto address the major challenges facing the sectottlyfirs
increase savings, export and domestic productive and construction capduify the finance
required forinfrastructure programs. The other challenge in the sector is limited capacity in
projectplanning and managemsiricluding in preconstruction and plan preparation), study and
design, procurement and contract administration, monitoring and controkactoat and
consultancy capacity, etc. Although, there has been significant progress made in increasing
domesticcapacity in this area, there is still a big gap compared to the edoeapacity. Thus, it

calls for significantly enhancingroject implemerdtion capacity, desigrcapacity building
programand implementing the same effectively.

The other important area is the capacity of enterpriseadministering huge infrastructure
projects Despite efforts made to enhance the capaditthese enterprises, owing ém-going
restructuring in the institutions andnited building capacity of the telecom and electricity
enterprises, theervice needsf the people in terms of quality, accessibility and reliability has

not been met. It jgherefore necessary to strengthéme institutional capability ofhesepublic
enterprises to enable them become competitive in terms of price, quality and coverage as well as
to enable them administer infrastructdeselopmenteffectively.
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IV . Social ®ctor development
4.1 Education

The goal ofthe educational sector plan was to raise the quality of educatioccarslidate the
expansion of theducation service coverage. As a resulthafconcerted effort®f the public

and the governmenpre-primary education enrolment rate has increased from 4.8 percent in
2009/10to 39 percent by 2014/1%vhile the primary education net enrolment rate (NER) has
increased from 82.9 percent to 96.9 percent during the same period. Primary school garity ind
betweenfemaleand male has reached 0.93{dy the end of the first growth and transformation
plan period. Similarly, it was planned to increase the gross enrolment rate (GER) of secondary
education first cycle (grade-B0) from 39.7 percent in 2009/10 62 percent by 2014/15.
However, the achievememtas only40.5 percent. Hence, to enhance the coverage of general
secondey education,additional secondary schools need lbe constructedwhile also making
concerted efforts to improve the completion ratf primary education and thereby also of the
student population promoted to join secondary educaBmnificant progress has been achieved

in the preparatory secondary education (gradel2)lduring the period under review
Accordingly, the grosenrolmentrate (GER) has increased from 6 percent in 2009/10 to 11.2
percent by 2014/15. The primary education special needsgmrolment rate (GER) has
increased from 2.1 percent in 2009/10 to 4.4 percent by 2014/15. Similarly, semg@ment

rate of functional adult education has increased from 36 percent in 2009/10 to 74.4 percent by
2014/15.

To improve the quality of education, lBost of activities have been carried out teacher’'s
development program, curriculum improvemesthool improvement andexpansion and
improvement of information and communication technology. As a result, the share of qualified
teachers of primary education (grad8&)lhas increased from 38.4 percent in 2009/10 to 71.37
percenty 2014/15 and the share of qualified teacldrsecondary education has increased from
77.4 percent in 2009/10 to 87.3 percent during the same period. On the other hand, primary
education (48) completion rate has increased from 47.8 percent in 2009/10 to 52.18 percent by
2014/15. Howevertherehasbeena critical problem in reducing repetition and dropout rates.
Therefore,factors behindhesegenerallyhigh student dropout and repetition sateave to be
investigated and addressauaringthe second growth and transformation plan period.

To expandhe coverage of TVET and higher education, du@Id® | period extensive work has

been undertaken. As a result, the intake rate of TVET capacity has increased. In addition,
professional competence assessment has been conducted extensively and 632 occupational
standards were classified. However, quality andvegleeof the TVET systenarestill crucial

issues thatall for concerteckfforts to bring basic improvement duririge GTPIl  period. In

addition, efforts should be made to resdive flawed perception towards TVEhd adressthe
rentseeking problemm the subsector.
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During the GTH period, huge public resourcbavebeen allocated to expand higher education.
Accordingly, undergraduate enrolment in regular programboth public and private higher
education institutions has increased from 207 (ptlic 190.043, private 17,136) in 2009/10 to
418,738 (public 375416 private 43,323)by 2014/15. In the same period, the overall
undergraduate enrolment in all programs (regular, evening, summer and distance) of higher
education institutions has incsssl from 420,387 to 753244. Enrolmentin postgraduate
program (both public and private institutions) has increased from 14,272 in 2009/10 to 33,915 by
2014/15. The share of female students in undergraduate program has increased from 29 percent
in 2009/10 to 32 percent by 2014/15 while thershaf female students in the postgraduate
program reached 19 percent by the end of 2014/15

To enhane the relevance of higher educatidim the needs of theountry 70 percent of
undergraduate students were enrolled in Science and Technology prograt@ peccent of
them were enrolled in engineering and technology progfdmisis well in line withthe policy
objective of the governmenHowever, to improvejuality of education farther, the @oing
higher education quality improvemeptogram needs tbe fully implemented. In addition, to

link the higher education and training systems with development activities to keep up with
technology development, thmomentum to strengtheexisting linkage of university with
industriesneed to be continued

4.2 Health

Remarkable results have been achieved in health sector duri@theperiod. Ethiopia has
become exemplary in meeting the MDGs ahead of tinthaermealth sector. Health posts and
health centreswere constructed in accordance to tiaionalstandard in all areas in order to
make essential health services accessibldl taitizens. Based on this, 38,000 health extension
workers have been deployed all over the country. -leN@l and highly qualified health
professionals have been trained alegloyedacross the country Accordingly, primary health

care service coverage hasreased t®8 percent by 2014/19.0 translate these investments in
health infrastructure and health personmed better health outcomegxtensive community
mobilizaion and engagement was unleashed to ensanemunity ownershipof the health
system. Similarly, ContraceptivePrevalence Rate (CPR) has increased from 15 percent in
2009/10 to 42 percentty 2014/15 and deliveries attended by skilled health personnel has
increased from 16.8 percent in 2009/10 to 60.7 percent by 2014/15. Similarly postnatal care
coverage has increased from 36.3 percent in 2009/10 to 90 percent by 2014/15. Regarding
improvement of maternal and child health, under five mortality rate has dedrdeom
204/1000 in 1989/90 to 64/1000 by 2014/%Hhile maternal mortality ratio has decreased from
1400/100000 in 1989/90 to 420/100000 by 2014/15. These achievements have been the result of
community engagement and particularly the participation of @ogroupshealth improvement,
disease prevention, primary treatment, and secanomic changes. Regarding to development
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of curative health infrastructures and expansion of services, hospitals were constructed, and
various reform$&iave been underwatp improve thehospitalservice delivery.

Not with standing Ethiopia’s achievement of the MDGs, maternal and child mortalgyarate

still high. Thus, during theGTP Il period, the orgoing effors need tobe continued with an
increased momentum to fughimprove on the progress made so @oncerted andaordinated

effort should be exerted to improve the quality of primary heeétle delivery and hospital
treatment services. In this regard, it is necessary to expand health infrasfrdetgloghuman
resource,improve health institutions, leadership capacity and working system, to strengthen
pharmaceutical supply and logistics management, and to build community engagement and
ownership. Finally, it is planned to develop sustainable financingraysh order to realize this,

the health insurancepolicy already enacted by the governmesttould be implemented.
Although the health insurance proclamatiwas beerapprovedand the responsible institution
establishedthe social health insurancgystemcould not be effecteduring the GTP | period.

Thus, it is important to give special attention for the implementation of the social health
insurance system and for the improvement of quality health service delivery during the period of
GTPII.
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V. Capacity Building and Good Governance
5.1.Implementation Capacity Building

During GTPI period, measures thhelpedstrengthen the efficiency and effectiveness of public
institution and ensure good governance had been undertakbnencouragingpositive
outcomes. The keyguiding principle of capacity building activities were: ensuring
developmental politicadconomy an@chievingthe development and good governaoa&omes

of GTP L Accordingly, capacity building activities were undertaken in order to enhance the
implementing capacity of politicdleadership civil service and the justice sectdExtensive
training programswere undertakemo build the capacity of the political leadership workiat
differentlevelsof responsibilitiesA series of long term and short term capacity building training
programson government policies and strategisswell as on technical courses were undertaken
in orderto build the capacity of middle level managem@snwell as the stafif civil service and

the justice sector.

During the GTP | period, as part of strengthening the implementation capacity of the civil
service and justice sector, 3,955 (2,890 males and 1065 females) in BA degree, 4,885 (4,171
malesand 714 females) in MA degree, and 24 civil servantshid Begree were trained and
graduated from the Ethiopian Civil Service University. In addition, more than 800 professionals
graduated wittma s t degre® & urban planning, tax administration, fediéism, leadership and

good governancand were deployed to strengthen some key civil service institutgmslarly,

in order to build the capacity of the federal, regional and local leagdlamentarians irall

regional statesyoredasand municipal maagement bodies; a series of training programs were
conducted tenhancehe overall competenc&nowledge and skillef councillors In addition,

in order to strengthen the civil serviceso or
university graduates were recruited and short induction trainings were conducted for those
professionals. Although these series of capacitydimg programs broughéboutremarkable
improvements in implementation capacity of the civil service and justice sector, the past
performance indicates that further efforts are needed to ensure the supremacy of the
developmental political economy and amhing the planned development and good governance
targets.

Ownership of thelevdopmentalandgood governancagenda ultimately rests with the citizens

of Ethiopia. The determining actors and forces of executing the GTP are also the.clizane

in addition to building the implementation capacity of the government sector, extensive capacity
building programs of the public at large were conducted during the plan pekmmhrdingly,

wide ranging public consultationgere conductedontinuously throughat the planning period

on themesrelated tothe co u n t long @rsd mediunterm vision, government policies and
strategies, and othexgendas with the objective of nurturing and consolidating motivation and
commitment among all section of the public fordagerm development and transformation of
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the country Hence various capacity buildingrqgramsaimed at strengtheningll rounded
capacity of farmers/pastoralists, private sectors, and other community groups were conducted.
Several training programs wedesigned and implemented in order to improve skill, efficiency

and leadership capacity of farmers/pastoralists, micro and small scale enterprise operators and
the private sector at largéAs a result qualitative shifts are being observed in improved
motivation and commitment for loAgrm development among the different actors of the public.

Not only has the selhiwareness of the public on the significance of commitment for the long
term vision of thecountry improved, buthe wider publichas also started to oppose and
challengebackward attitudeand practices | i ke rent seeking t
term developmentand democratizatioambition. The success of the country thus far and the
continuouspublic engagementtaking place in the counttyaveimprove d ci t i zensd asf¢
confidence andselfreliance for ensuring nationaldevelopment and prosperitys avell as
improving their ndividual welfare. Trust around the strategies andowvigs well as on the rules

and regulations of the country is being solidified as can be observed from the increased and more
active participation of citizens in variousconomicand political spheres. This gain in the
capacity of the public at large shouloe consolidated further in order to unleash the
transformativepotential of the social capital. However,it is recognised thatentseekingand

weak social capitalstill remain keychallengs in ensuring accelerateddevelopmentand
deepeninggood governanceand democratizatiorBuilding onthe achievements durinGTP |
implementation utmost emphasis will be given to address gapshis regard to enhance
developmentaindgood governanceutcomes during TP 1l period.

Besides, orgoing activites such as improving theganizationaktructure and working system
of governmentnstitutionsand increasing change communication were carriediaing GTPI
period. Efforts have been made improve the reorganizational andstitutional working
systans as they were consideredhportant to ensure effectiveness, transway and
accountabilitywithin theworking system of the government.

Based on theaforementionedneasures takeran effective system has been putplace that
fosteredan active and organizeaghrticipation of the public in development apdblic service
deliveryall the wayfrom planning tamplementatiorand monitoring of progres3he organized
participation of the public imural communities in allimensions has rehed at an advanced
stage There has been a good start in urban communities for effective participation based on
lessons drawn from rural commueg Hence, inGTP I, focus will be made téurtherenhance

the achievements in public participation in russkas and is expected strengthenpublic
participation in urban areas.

Overall, duringGTP | period, capacity improvements boththre governmenand the public at

large havebeen witnessed across all developmdintensions The achievementsegisteed in
economic and social development during the last five years indicates the extent to which the
capacity of thegovernmentind the public has improved. Despite these achievements, additional

46



efforts need to be waged to furttetrengthen andeepen implementation capacity at all levels.
Clearly, the execution of GTP Il requires even more vigorous implementation capacity of the
government and the public at largéence during GTPII period,the objective should be to
build an implementation apacitythat ensures a political economy that is conducive for-long
term developmenaind transformatignproductive investments and deepening of sustainable
governance and democratizations systenmsother words, the institutional capacity should be
ableto address theentseekingpolitical economy and ensure the hegemony of a developmental
political economy essential forto ensuing sustainable developmengood governance
democratic systenirhus, emphasis should be given@iAP Il that the political ladership and

the civil servant strive in an integrated manner with the public to bring about fundamental
change inmplementatiorcapacity and ensimg good governance.

5.2. Good Governance

During GTPI period, it was planned toring about a significarghift in good governancgist
like in socioeconomidevelopment. It isinderstoodhatthefirst and foremost principle of good
governances ensuing public participation In order tofosteran effectivemplementation othe
development and good govercaragenda sustainably atirebyensurean equitable benefit of
the public from the resultant outcomegoncerted efforts were made tgromote direct
participation of the public imnorganised manner in the developmeantl governancprocesss
The orgaized publicmobilizationin the developmenand governancerocesss has playeca
significant role intacklingrent seekingcreatingconduciveenvironment for economic and social
development an@nhancing transparencggccountabilityand fairness in the delivery of public
services. To strengthen direct public participaticiurther in the development and good
governance processes in a sustainable marmesystemhas beenestablished whereby
communities, masbased organization angbrofessional associatiorere regularly engaged in
the decision making processes at all levels

A public participation strategy was developed and put in place in order to strengthen public
engagement whergovernmentoffices are required teegularly hold consultative forumswith

the publicin decision making, development and governance plannmpglementation and
monitoring of progresses Every government office is now required to identéfigd engage
sustainably relevant community gnqus, civic society ormgnizations or the private sectgaublic

wing) before it makes any major decisiosseries of awareness creation and capacity building
forums were conducted at federal and regional level to enhance the participation of the public in
the planning andmplementation process through identifying the public wings in federal and
regional government institutions. The working systenstrengthen the&apacityof the public

wing so as to esuretheir effective participation in the planning and implementaticocpss was
designed and implementedll government offices are now also required to establish sustainable
platforms for public engagement with encouraging results in several fidkla.result o more
effective directparticipation of rural communés in their local affairs, publiownership ofthe
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developmentand governanc@rocesss is of a higher standard in rural areasn contrast,
although the participation stiegy was designed and implemented in urban commundagthe
progress still leas much to be desireBven inrural communites the progress achievelgias to
be taken to the next levels there are still serious governance challenges in rianad
administration justice system andther administrative aspect§he problem of governance is
still widespreadncluding in rural community groups wheggass rootpublic mobilizationis
relativelywell establishedMalpracticesand governance problenase still prevalenin land use
andadministration justice servie, andpublic service deliveries in government institutiomfius
public mobilization for effectivehigher quality and sustainable communigrticipationwill
continue to be central to the upcoming strategy of the cour@P II.

In addition, duringthe plan period, due attention was given to further strengthen the
developmental political econonaymed atdismantling renseeking political economyzirst and
foremost the sectors that are highly vulnerable toseaking practices are identified@stoms

and taxadministrationsystem, land management system, government financerandrement
system,trading system, and key infrastructure service provisiofiisen strategies to ensure
transparency and accountability, rule of law, as well efficiencyedfectiveness in these fields
were designedlhese strategies were then deployed to shape the political economy in such a way
that it supports the developmental and democratization vision obtlrery.

In order to improve thgovernance ofax andcustomsadministrationmeasures that strengthen
the tax information systemvere taken, while massivevarenesgreation public education on
taxation and community engagement were also undertaken. Investments and reforms that build
the institutional capady of the tax and customs authorities at all lewetse implemented. In
line with this, in order to address rent seeking and corruption in the tax syséasures were
taken including filing court cases for investigation on higher officials, businessamet their
collaborators for their involvement in tax evasiomufl andcontrabandrade The decisive step
that was takein 2012/13 in particulataking higher tax officials and other collaborators to the
court clearly demonstrates the commitment a# tiovernment in fighting corruptiomcluding
against itscorrupt officials andoureaucratsHowever,rentseeking and governance problems
still continue to be recurringhallenges in custonand tax administration

In order to delawith rentseeking and ensure good governance, the legal framework to
implement transparent and accountabke well asmodern landadministrationinformation
system ¢adastrgwas preparedexecuting bodies wererganized to support the implementation
of the systemTraining and capacity building programs welesignedand conducted for land
management professionals. As a restite cadastralland administration system under
establishment in some towns including in Addis Abdhaaddition, particularly irAddis Ababa

city Administration andother towns, effectiveactions weretaken to mitigate illegal land
grabbing In line with the urbanland administratiorreform (in 86 towns), 95 perceof the
357,744 residential plots of land without legal certificatrelegally registered andjiven title
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deedsAlthough such measuréeglped to decrease the resgieking and bad governance practices
in urban land administrationsying to various limitations during implementation of talastre
system, urban lanadninistration remainsulnerable to rerseeking and malpractices.

Clear strategies were likewise taken to improve the governarg@/efnment financial system,
government budgetpublic procurement and contraedministration during GTP. IHence,
creating efficient, effective, transparent and accountable government financial system was
among the strategic directiompursued during the plan perioffarious reform programsf
system development and human resource capacity buidéng designed ananplemented in

the area of auditing, governmentaccounting, program budgetingublic procurement and
property administrationand IFMIS. Extensive training on the basic of public financial
management and itpolicy and governance implications were given bmth the political
leadership and civil servants. Performabesedprogram budgeting was designed dudy
adopted irthe federal government since 2011/12.

A centralised procurement agency callbed Public Procurement and Property Disposal Service
was establishedat federal level so as to undertake the prexwant of strategic items and
common user items fopublic bodiesSuch an approach is meant to improve the governance of
public procurement, ensure economy, efficiency, effectiveness, transpareh@ccountability

of public procurementlt helps to prevent corruptiomnd malpracticesand rapidly take
rectifying measures when irregularities arise in the procurement procésseeate awareness
among the public on the amouartd priorityof govenment budget allocationstrengthen public
participation inexecutionof the budgetand enhanc&anspareay and accountability in public
financial management and the delivery of basmvises financial transparency and
accountability (FTA) program was designed and implementdtdroughout the country
Accordingly, a series of awarenesscreaton and public education on public financial
managemenprograms were conducteWeredabudgets and the standards of public services
were posted on public noticeodérds and disclosed using different communication mediums.
Different kinds of transparency and accountability directives, manuals and templates were
prepared and distributeth addition, social accountability prografBSAP 2)was implemented

in various Weedas with the objective of actively engaging communities in the governance of the
delivery of basic public serviceIhese have helped strengthemommunity engagement and
thereby contributed to better governancepoblic finance and expendituras well as the
delivery of essential public services

However,it is recognised that the governance of public finance and procurement systems has to
be strengthened further in light of the significance of the public sector in the ecoBeweyal
governmenprocuementsstill lack quality and timely deliverie®ublic project management and
contract administration systerage still posing dauntinghallenges toour developmerambition
andefforts. It is recognised that leadersiipmmitmentis central inmprovingtransparency and
accountability and hence alsogombaing malpractices irpublic financial management, public
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procurementgovernment project management and contract administrdiounally important in
transforming the governance of public financialnmgement system is an organised and active
engagement of communitieat all levels Hence further deepening the egoing public
participationprograns coupled with the necessary reform measures will be given due attention
in the upcoming development strgye

The justice system plays a crucial role not only in fostering good governance, but also for
deepeninghe democratization process. Cognisant of this, various programs were designed and
implemented specially with regards to the establishment of coordinated system in combating
crimes at al | |l evel s and i mprovi Mhpsesefoumset yo s
aimed atenhaning the effectiveness of the justice sector andbing the major actors of justice
sector conduct transparent, efficient and reliable services. As the justice sector is one of the
vulnerable sectors to malpracticasd bad gowmance the justice sector reform program was
designed and implemented. The justice system reform pragcnded building the capacity of

the human resource of the justice sector by hiring waithed professionalwith the objective
strengthening thefrt to ensure good governance. In order to ensure human rights as it is
enshrined in the constitution, a national human rights action plan was developed and
implemented. Moreover, the criminal justice administrataystemhas beerrevised These
reforms in the justice sector have delivered concrete outcomes during the plan eeaaf. the
outcomes concerns the improvement in the accessibility and efficienttye glistice service
deliverysystem during the GTP | periobh order to ensure the supreryaf the law and justice

a series of justice and lega¢searchworks and amendments have been made in harmonized
manner with the constitutionSpecifically the consistency of policy and legal drafts with
constitutional provisionsvere systematically cheked so as to ensure justice and rule of law in

the country. h accordance witlthe constitutionsignificant progress has been made in protecting
the autonomy and independence of the judicipayticularly from the executivayhile at the

same time ascertaining their accountability according to the constitution

Although there have been encouragiaghievementsn the justice sector, further work is
required to improve governance in the sector. A key factor is related tbhdhenges associated

with mind-set, technical competen@and professional discipline of the personnel in the sector
Because of corruption and malpracticélse justice systemsometimes becomesnable to
guarantedhe supremacy of lawfairness anaorrectjudgment in accordance with the laim
addition to expanding justice service deliveries, ¢herdination of the variougistice service
deliveringinstitutionsat lower levels oadministrativetiers need to be strengthendd. spite of

the marked progss made in terms of improving access, efficiency and effectivengsstiog

still access to the justice system has to be taken even closer to the communities at the lower
administrative tiers using different mechanisifisus,during GTP 1, dueattention will be given

to improving access to efficient, effective, transparent and accountable justice services and
supremacy of lawby strengthening the implementation of the justice system reform programs
and justice sector capacity building programs
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Despite the wellstructured public participation mechanisnand reform tools, challenges
persistedduring theimplementationof the civil service reform programs to ensure efficient,
effective and transparent government service delivery system. nsekawe been drawn from
these challenges. Thus, in order to achtewvgibleprogress in good governance, dur@gP Il
period, it is important to implement thgublic mobilization and engagement strateghapge
army building strategyandthe civil servce reformtools more effectively It is also important to
bring abouta markedshift in attitudes or mind-setsand skillsof the leadershipndmiddle level

civil servantsthat matches the ambitions stated in the vision and the GTP of the country. A
performance based accountability mechanism should be put in place also for the leadership and
the civil service system in generalhe ongoing civil service and justice sect@formscoupled

with an organizedcitizen® participation in all government sectors ¢snsidered to ben
effective strategy tdealwith rentseekingand bad governance

Moreover, &orts have been made to combat corruption throsigangtheninghe institutional
capacity of the Ethics and Artorruption Commission. Several capacity building activities
including enhancing the attitudes of the staffs of @menmissiorwere undertaken. Continus
awareness creation and traigprograms have been conducted for various community groups to
ensure zero tolerance to corruption and corrupt practices among the citizens. ®UArg
period,registrationof theas®ts of governmenobfficials was carried out. During the same period,
efforts were made to combat malpractices and corruption through conducting assessment studies
particularly in governmeninstitutions government enterprises and otlestitutions thatare
carrying outgovernment procurementand administration tax and reenue collection and
justice administration Implementationmonitoring and evaluation activities were conducted on
those sectors for which the assessment study was undertaken. Training on ethics-and anti
corruption was conductefbr millions of citizensfrom various community groups to enhance
theirawarenes$or zero tolerance to corrupti@nd thereby play their respective roles in fighting
corruption and malpracticesAwareness creation education on ethasd corruptionwas
delivered to the public usindifferent communicationmediums In addition, a series of legal
measures were taken on individualdo breached laws and regulations including filing
corruption charges on business men, RevenueCaistomsAuthority higher officials and their
collaborators.In order to sstainingthe progressn combating corruption and malpractidésis

far, focus will be given to further strengthen the capacity of the Ethics and@artiuption
Commission and createonduciveenvironment for theparticipation ofthe publicin building
ethicalsociey that rejects andombats corruptian
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VI. Building the Democratic System

Building the democratic system is equally important as advancing the development agenda of the
country. Accordingly, in order to further strengthen building the democratic system during the
implementation of GTP, various activities have been carried out including strengthening public
participation, multiparty system, national consensus and enhancingicaph the media. In

line with this, the following major activities have been undertaken during the per@uFrf.

6.1. Strengthening Public Rrticipation

In addition to direct public participation, indirect public participation through election of
representatives isrucial for building a democratic system. Theerall capacity of the resultant

councils of representatives &b be continuouslyenhanced in order for them to pléyeir

effective role in deepening tldemocratizatiorprocessAccordingly, \ariouscapacity building
programswere carried out tenhancehe capacity of localregionalandfederal levelcouncils

In 2013 and in 2015, theountry had conducteduccessful local, and national and regional
elections respectively. Bsed on the outcomesf the elections,the hous e s o f peorf
representative®r councilsestablishedat various levels werdn line with the mandates and

missions of the coundlthe capacity of thélouseof PeopleRepresentativedHoPR) in public

policy making andoverseeindhe executive bodies has been strengthened from time to time. The
counci | has been building its capacity in ord
context and development stage intmsideratiorio ensure thabversight of the executive bodies

should be implemented based on principles, commitment and in a balanced approach. Similarly,

in order to achieve their missions, thenal woreda andkebelecouncils hae been engaged

building their capacity and inipmentation performances have improved. In order to build the
capacity of local andvoredacouncils across all regions, a capacity building trainirgg@ams

have been conducted fddoredaand municipal leaderships thangeheir attitude and enhance

knowledge and skills. Thus, based dhe achievementsvitnessed to further enhance
implementation capacity of the councitkieemphasis will begiven intheGTPII.

Strengthening the capacity ofstitutionsaccountable to theélouseof PeoplesRepresentatives
(HoPR), i.e,; the Institute of the Ombudsman, the Human Rights Commission and Office of the
Auditor General play an important rake strengtheimg the democratic systenithere have been
improvements that these institutions contributed tdwdhe realization of their missions as per

the constitution, such as folleup and curb maladministration against the citizens, investigate
the human rights abuses, audit the government budget and report to the HOPR, and give
recommendations for rectifitan. Hence, these democratic institutions need to be further
strengthened to play their role in strengthenthg democratic system and enhance their
credibility.

As the public are the&ey playerin building the developmental democratisystem, direct
organized participation of the publeas promoted widelgluring the period olGTP I. Direct
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participation of the public playevital rolein achievng rapiddevelopment and good governance

and ensung equitable distribution of resultantbenefis to citizens. Moreover, conducive
environment has been laid down to enhance the participation of the different community groups,
professional and civic associations. Due attentions has been given in particular to enhance the
participation of women and youth asg&tions, professional associations and the private sectors

and strengthen their management, working system and leadership. A series of capacity building

and monitoring activities were carried out to support the charities to enable them contribute their
part in the countryds devel opment and by opera
charities and societies lain GTP Il the promotion ofdirect organized participation of the

public will be given due attentioto further strengthen the ehecratic system.

6.2. Building and Enhancing National @nsensus

GTP | envisaged the promotion oftional consensuaround fundamental national agendas

order to deepen theiemocrasation procesand accel er at e t hevisionofal i z at
RenaissanceAs a result national consensus has been solidified around many fundamental
national agendadt is understood now that strongational consensus has beestablished

around the keyrovisionsof the constitution, theignificance ofthe fight against poverty and
accelerahg broadbaseddevelopment, ensuring sustainable peace, respecting diversity, positive
image building and expansion of social and infrastructure developr@dedrly, consensus
aroundthesefundamental issuewill contribute for sustainable and stable democrsygtem

The gains in building a national consensus will further be consolidated.

6.3. Strengthening Multi Party Democratic §stem

During the GTH period, cleasstrategiesvere laid outfor further strengthening theaulti-party
democratic system. The firstrategic directiorwas aimed at creating a conducive environment
for multi-party democraticsystem . The national consensus bwih major national agendas

had contributed positivelyof strengthening multiparty democratic systerhe constitutional

rights for asemblyhave guaranteecconducive environment for strengthengalrticipation of
massbasedcivic organizationsand professional associationBhe proliferation of such civic
associations during the GTP | period have served as learning platforms for political activism,
which in turn is thought to have positivatpntributedto enhancinghe multi-party democratic
systemof the country The government has also provided capaditylding supports and
platforms for their participation in the political and economic processes of the cowBuich
capacity building suppastwere essential for the civic organizatiohs enable them carry out
their duties in strengthening the myputy democratic system. Legal system has been put in
place that enables democratic participation of all legal political parties in the political system. As
a result, theravereabout70 legally registered political parties in the courgtyhe end of GTP |
period The government had conducted all round discussuith the opposition political parties

on key issues of nationalignificance The government has carried out its responsibilities
ensuing free, fair and democratic elections conducted dutivegGTPI period. The successful
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conduct of the 2015 national electioraisestimonyto this. Emphasiswill be given inGTP1I to
sustain the positive result in strengthening the apatty democratic system.

6.4. Media

The media is another institution that plagwital role to further strengthen the democratic
system. Hence, it was planned to strengthen the capacity of the media, expand its accessibility
and ensure the rightd citizensfor access teoeliable sourcef information for the public. Thus,
during the plan period, the media sector has been streegtagm result of the activities carried

out to build the capacity of the media through staffing with professionals, supported with
technologies and legal framevks, and improving its organizational structure and working
system. The media has been carrying out its duties and responsibilities in broadcasting timely
and reliable information to the publithe media has also played a positive role in deepening the
national consensus on major agendas of national significiredso played its vital role during

the 2015 election through creating awareness among the public about the ageadageting
political parties anghrovidingmediaaccess tgolitical partiesn accordance to the election law.
Besides, the media playadignificant role in the image buildingf the country

Although the media contributed its part for improved national consensus, strengthening
democratic system and image building as a whbkrgetare still capacity gaps in its accessibility,
modernization and competence. Herdiee emphasis need to be giterstrengtherthe capacity

of the media andcommunication toplay their vital roles for building and strengtheninthe
democraticsystem.
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VII. Cross Cutting Sectors
7.1 Women, Children and Youth

The main strategiesn GTP | with regard to women and youttere strengthening women and

youth associations and organizations, increasing their participation egondy in the
development and good governamu®cessesas well as asuring coordinatioramongthese

women and youtlassociations andther actors in the development and political processes of the
country Based on thisthe mainstreamg of women and youth agendamsall sectorsvasto be

closely monitored with consequeatcountability. Accordingly, during the last five years,
women and youth organizations all levels havewitnessedgrowth in terms of expaned
memberkip, strengthened organizationedpacity andeadership The last five years have also

seen the strengthening tie participationof women and youth n t he countryds
development and political affairs.

However, thecapacityof these organizationsas not yet reachetthe desired leveih terms of
memberkip, as well as organizational and leadership capabBiggides, differencdsave been
observed on the strength and participation of women and youth organizations from place to place
and sector to sectoFor instance hHe organized partipation of women and youtlgroups at
grassroots levah rural areass more visible, which enabled these sections of the commianity

play a leading role for instance in promoting participatory agricultural development and equity in
their villages. The gnificance ofparticipation of womergroups in promoting maternal and

child health, enhancing the quality and equity of primary health care delivery, as well as
strengthening accountability in the health sector is now a widely documented experience
througlout the country. There are also extensive good practices conceimngctive
participation of vamen and youth organizations in urban areas in job creatrsiness
promotion and other urban program$hesesuccessful practices @ffective participatia of

women and youth need to be scaledtlmpughout the country and to all sectors. Women and
youth account for the dominant majority of the entire population in Ethiopia. Hence their
participation and influence has to be more visible and commensuratéheit sizeIn light of

this, women and youthaveto consolidate tHeorganizations to play their due share and thereby
also protect their interest3hey are expected tplay a moreinfluentialrolei n t he countr
development and pitical procesgoing forward

During GTP | period, effors were madeo coordinatethe mobilization ofwomen and youth
organizationsvith the development and governance prograngogérnmental bodieJhis was

first and foremost accomplished by effectively mainstregmwmen and youth agendas in the
national development and governance strategy of the courntrg GTP |. Regional and local
governments have also followed suit in mainstreaming women and youth issues in their
development plansThe progress made in mairedming women and youth agendas in all
socioeconomicsectorshas therefore been very encouraging. Howevetrthis coordination in
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planning and strategizing needed to be matched by a similar degree of coordination in
implementation and monitoring stages. Gpiforward therefore effective coordination of all
actors should be established tnansparently monitoring implementation and ensuring
accountabilityfor failing on ones responsibilities

In GTP I, bold measures weumdertakerto ensue equity inthe distribution of economic and
social gains tavomen and youtlacross all sectors. In this section, only the performances of the
maj or sectors are presented. Wi t hts 8.6 gikiand t o i
women were organizetd engageandberefit from agriculture andhon-agriculturalactivities. A

total of 11.11million women(2 million female headed households and 9.11million women in
both households) have been given larsg rightcertificates. In addition, 3.4 million women
benefitedfrom access taalternative energy and other different relevant technolpgidsch
reducel their work load Owing to an incrase in the participation of womernn the industry
sector,women unemploymerttasdeclinedand incomehasimprovedfor many women during

the plan period With regard to micro and small business development sectors, 1.13 million
women were organized and benefifedm trade and related activitie®.2 million women in
small and micro enterprises and 1.8 million wonfienm self-help associationsDuring GTP |,

6.62 million women and 80,148 women organizations benefited diarass to bettaredit and
saving services.Overall women accessed aboRtbillion birr in loars to carry out different
businessactivities and saad 2.82 billion birrowing to the favourableconditions created to
enhance their saving culture.

Likewise wide ranges of activitieBave been undertaken to improsguity in social services to
womenduring the plan periadMeasures to addresbsiacleghat hindeed girlsdparticipation in
educaibn were undertaken, while different programs were implementedufiport female
studentsto strengthen their participation in education. As a result, women's participation
educatiorat all levels has shown maarkable progresseading to substantial narrowing dowh
gender disparity icluding in higher educationTo eradicate harmful traditional practices and
physical violenceagainstwvomen, a strategy on prevention and eradication of harmful traditional
pradiceshas beemmplementedBy undertaking activitiethatenhance awareness aattitudnal
and behaviourathangs in the socief, increasng womerd participation in education and by
strengthening theenforcenent of the relevant laws, incidences offemale circumcision,
abduction, and early marriapave beemeduced significantly.

Although the aforementioned activities wenedertakerto ensure economic and social benefits

of women during the past five years, there are still challengesatad br redoubling of efforts

during the GTP Il period. Accessand quality of agricultural extension service provided to
womenneeds to be further improved to transform the lives of rural women. Limited supply of
farming and agricultural processing technologiesh a t mi ni mi ze womenos
infringement ofland useright of somefemale headed households in some areas, and inadequate
supply of credit service especially for poor wonae alsochallengesobserved duringsTP |

56



and hence require due attentionrgpforward In addition, school drop out of female students,
unsatisfactory academic performancesahefemale students at higheducationalnstitutions,
unconducive environmermtf learning institutions to female studerasid prevalence oharmful
traditional practicesuch asarly marriagegircumcision,violenceagainstwomen etc areissues
that deservattention during the next plan peridthus it is planned toaisegood performances
achieved so far to a higher level andutly addresghe observed bottleneskluring theGTP I
period.

Wo men6s p anmleadecshipwaag also promoted during GTPHe proportion of women

with parliament seat, in judiciary and political leadershiml executive body afederal level

reached 2B percent, 20.6 percent, 9.2 percemispectively. Although, thishowsa progress

from previous periodswomen's participation in leadership still consideredto be low

Leadership commitment at all levels to empower wotodrigher leadership positigns still a

major challenge. On the other hand, teeel of strengthof women's organizatianitself is a
contributing factor to the low level of participation of women in political and public service
leadership positionsThus, during thesTP Il period, die emphasis will be given to enhance
womends participation i n |backwhaeattudinap problems a | | I
observedicrossvarious bodies.

During GTP1 period, 5.5 million youths participated in micro and small scale inegenerating

programs.Also, 2.4 million youth have been engagingnd benefitedrom agriculture sector

while 2.43 million youth werengagedn and benefitedrom non-agricultural inome generating
activities. The total number of youtlentresestablisheadeached 2284#bllowing the construction

of additional 1684&entresn 553woredasduring the plan period. Thesentregprovided various

services to 11.4 million youth. During GTPencouraging activities wenendertaken aimed at
benefiting the youthHowever, the social and economic challenfgeshg urban and rural youth
are stillhuge Thus, during theGTP II, conceted effort will be maae to fully implement the

youthdevelopment prograsto raisetheir social and economic benefitsa higher level.

With regard to enhancing childrenvgelfare awareness creation activities were given to 15.7

million members of various sections of the society to ensure social beokefitdildren and

prevent them from harmful traditional practices and violence. DUBMg |, 10652 childret s

councils and clubs were strengthened and 2.96 million children were given awareness about their
rights. Support and carsvere providedto 4.9 million vulnerable childrethrough community

based centreB8esides598, 000 chil drends families were enc
activities.

7.2. Science and Technology

Although there were challenges in the implementation process of sciedceechnology
development plarstrategic directions have beenrsuedand implemented in order to achieve
the targets set in the plan. With regard to innovation system management, awareness raising
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trainings on policies and strategies have been given eévaml stakeholders and communities
using different mass media in order to help them solicit, select, inapdradopt science and
technological innovations. In addition, agriculture, industry, andtdibnoloy sectors were
identified and agreements hacken signed with relevant bilaterdlodies and are under
implementation. In order to facilitate ghtransfer of technology, dratechnology transfer
strategy and regulation was prepared in 2012A& ordinglyvalue adding data and information
on technolgies have been organized and rilstted to users during th@ TPl implementation
period.

With regard to human resource developmpuablic universities are admitting 70 percent of their
students in science and technology. This is expected to entiamcwtional research and
technologycapacity of the country in accordance with its level development. To sustain, the
promotion of the70:30 admission polic of higher educational institutions, study is being
undertaken to analyse tdemand and supplr science and technology accordance wittthe
countryods devel opment needs.

One of the wuseful applications of science and
the technology used &radicate the tsetse fliasd thereby improve agriculturptoductivity. In

orderto eradicate the tsetse flies and trypanosomiasis from the country through sterilization of

the tsetse flies, it waslanned to reduce the incideniog 90-95 percent and tolear25,000 sq.

km. area from tsetse fly. The target vitalyy achieved

With regard to protection and development of intellectual property, it was planned to increase the
storage and distribution profile of patent documents. Accordingly, the storage profile for patent
documents and information has increasedhf@0 million items in 2009/10 to 31.56 million by
2014/15.

With respect to radiation protection and safety, radiation and nuclear disaster preparedness and
responsive organizationos establ i shment and
implemenation periods of5TP 1. In addition to this, radiation and nuclear saf@hd protection

draft nationakction plan was prepared in consultation with World Nuclear Energy Organization.
During thefive yearsof GTPI, inspection wasnade on 2005 instituttoacrosglifferent sectors

such ashealth, industry and constition where radioactive agentse located and radio
activities are taking place. Based on the result of the inspedtid®9 institutions that meet the
standards set have been licensed afatethave ben made to redugadiation.

With regard to national accreditation, it was planned to accredit 60 national and international
responsive institutions while a total of 42 laboratories were accredited of which 6 and 11
laboratories were accredd in 2012/13 and 2013/1respectively. In addition, it was planned to
increase the first level ethanol coverage from 10 percent in 2009/100 to 75 fgré&iv/15

while achievement has reached 64 percent by the end of the plan period
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7.3. Sport

In addition togovernmeni supportto the sectormaking sport a public agendand masses
basedis critical to ensure the sustainability of sport developmerthe country In this regard,

during GTP 1 period, sport councils, sport federations, prominent sport organizations and public
organizations organized at different levels played vital roleréate a public base for sport
developmentExecutive bodies at all levels have provided support whées to be continued

in GTP Il. Parallel to this, promising activities have been under taken in implemeuig
training projecs and trainingof sports professions arekperts through expansion efpor t s 6
academies and othgport facilities. On the otihdiand, the participation of adolescents and youth
has been enhanced through the effort made to expand sport education and training programs.

7.4. Social Welfare and Labour Affairs

With regard to Social welfare, the major strategic directionpursued were creating
opportunities forthe disabled, the elderly and vulnerable population groups to participate and
equitablybenefit from the political, economic and social activities of the country and to increase
citizenos soci al s €hag) to iensyre tseehendditfor epersons wehr a g e .
disabilities from physical rehabilitation services, three new physical rehabiliegmneswere
established. Similarlyseven existingcentreswere equipped and strengthened with equipment
and raw materials ere all of them have beg@movidingservices. Regarding establishment of a
system forhe ef f ect i v e n eastsity, gdrvicet deleery sstanddrds foé ghysical
rehabilitation and for the elderly, and guideline for National Coordinating Comnidttene
convention of the Rights of Persons with Disabilities were prepared and implemented
accordingly. In addition, Social Protection Policy was prepared and ratified by the government
and the National action plan for elderly persons was revised.

Social security services whialsed to be providednly for government organization employees

is now being provided for private organization employees as well. It was planned to provide
social welfare serees to 1,530,606 citizenscéordingly, the servte was provided to 1,632,607
citizens. Although significant efforts have been made to accomplish the objectives of the plan,
the serviceshave not beeradequate to ensure the benefit for persons with disabilities and
coverage and accessibility of sociatarity for citizens. Thus, all stakeholders should work hard
to bring long lasting solutions.

With regard to the labour Affairs, the major strategic directionmirsued weréo establish a
national labour market information systemto balance the supplynd demand of human
resourcs, expand employment services, enhancenitodng of working environmentand
expand social dialogue servicédccordingly, it was planned to collect and organize dat& on
selected keyabourmarket information indicatonshile the achievement stood at 9 indicators.

59



It is well known that a healthy and stable employee and employer relationship is vital to ensure
industrial peace and in turn for industrial development expansion and realiadtmictural
transformation Thus, strengthening institutional capadtyead of timas fundamental. In line
with this, a number of activities werandertakenduring the plan period. It was planned to
resolve 75 percent of the job dialogue and 85 percent of the dialogue was tesbhoegh
agreement. National Occupational Health and SaRslicy and Strategywere ratified and
Employment Policy and Strategy was commentedti®/council of ministers and is the
process to be ratified. International Labour Organization AgreemanbBiul44 was ratified by
the House of PeopkRepresentative The amendments of employer and employee as well as
overseeemployment proclamations aie the process of being finalize@wo regulations (one
new and one amendment) and five guidelines (tveav rand three amendments) were
implemented. In additign employer and employee affairdevelopment program was
implemented.

7.5. Culture and Tourism

In GTP I, it was set to enhance the contribution of the sector for the smmaomic
development and democratization process of the country through conserving and developing
cultural diversity, historical and natural heritages and continuously promoting them worldwide.

With regard to cultural development, the cultural values of 5 nations and nationalities have been
studied, published and distributed. Duritige plan period, 2 heritages were registered in the

world cultural heritage sites and 5 heritages were recorddd NNESCOG0s tent ati ve
heritage centre At national level, 323 immovable and 6863 movable heritages have been
registered. It was also planned to collect 300,000 printed angbnmaed data resources and

704,371 printed and neprinted data resourcesere collected by the end of the plan period.
Besides, protection has been given to 85,221 information heritages.

During GTP | period efforts have beemadeto realize goals set so as to develop the tourism
sector. To this end, national tourism transfation council, tourism board and tourism
organization have been established and have become functional. Marketing and promotional
activities have been widely carried out to enable both domestic and foreign tourists visit the
countryo6s t o wasils brdematb imprave tservice delavery related to tourism,
supervision and certification activities have been undertaken as per the plan and this has helped
improve servie provision. Criteria have beeeveloped to establish rankings for hotels across
the country and accordingly 206 hotels have been graded in Addis Ababa and Oromia regional
state. It was planned to increase the number of tourists to 1million and existing data shows that
780,000 tourists have visited the counifize tourism sector hasuwtributedto foreign currency
generation and employment creation.
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7.6. Population and Development

The main goal of population policy of Ethiopia iskialancethe rate of population growth with
economic growtho ensurethat the level of welfare of the population is maximized over time.
Results registered in relatiom population is not limited to the performanbaingGTPI period,
ratherthey are cumulative achievemestace the launching of the polic8ince the amjption of

the population policy in 1993significant achievements have been registereditin regards to
population growth, modern contraceptive use, total fertility rate, neonatal riyoréédi, maternal
mortality rateand average life expectandynplementation of ppulation programs&nd action
plans are Heeved to have made significacbntributon for these achievements.

The 2013Mini Demographic and Health Surveindicatedthat family planning service users
among married women in tiechild bearing agehasincreased to 42 perceiy 2014/15
showing the sengtheningf the provision of family planning services through expansiotihef

health extension program# addition, to implement the policy in an integrated mantier
national populatioraction plan has been developed and distributed to various implementing
partners and technical support has been provided for regions in the preparation of the action plan
as well as different activities whichelped raise the awarass of the people have been
undertaken.

The lack of timely and standard problemented researchworks on population and
development that serve as policy inpwtgaklinkage between federal and regional population
and development implementing partnersl ameak monitoring and evaluation framework for
population issuebave beemajor challenges faced duri&TP | period.

7.7. Environment and Climate Change

During theGTPI period,the Climate Resilient Green Economy (CRGE) strategy was formulated
to embark on building green economyseries of consultations at all levels had been conducted
before the strategywas approved. To implement the CRGE, new institutions and/or
organizationaktructures have been put in place since th&y. among these is the establishment
of the Ministry of Environment and Climate Chande oversee and coordinate the
implementation of the CRGE strategy.

Formulating and effectively implementing environmentahtsigies and laws are essential to
accelerate the process of building climate resilient green economy. In this context, it was planned

to prepare 14 environmental conservation systems and 15 were prepared by the end of the plan
period. In addition, Ethiopi6 s CRGE i mp | e m2014/1®)t status repprewas 0/ 1 1
produced.

With regard to forest development, it was planned to prepare Management Plan and Maps on
815,300ha forest lands and performance stood at 5.1 million hectare by the end of 2014/15.
Besides, through improved systems of protection and conservation measures, forest coverage of
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the country increased from 13.0 million ha in 2010/11 to 15.93 million ha by the end of 2014/15.
Multi-purpose trees planting target was 16.2 million hectare and penice stood at 15.5
million hectare by the end of plan period. Moreover, to rehabilitate degraded areas, it was
planned to cover 10.21 million hectare. Accordingly, 13.4 million hectare was demarcated and
rehabilitated.

With regard to CRGE implementatioone of the prioritieshas beento mobilize adequate
resources, which would assist environmental developers. In this context, financial resources have
been mobilized from various donors. About Birr 4.6 million, from thé" &nd 6™ Global
Environment Facility (GEF), USD 7.5 milliorand 27.23 million has been mobilized
respectively. On the other hand, from six sec¢tab®ut 48 projects were submitted for CRGE
facility fund, of which 43 were accepted with USD 23.0 million outteng they are currently
under implementation. In addition, to facilitate £®ading in the country, REDDNational
Secretariat was established with USD 13.5 million grants from the Norwegian Government.
Similarly, for Oromia Pilot Forest Developmesmid Protection project, about USD 50.0 million

and for capacity building in the other regions USD 9.0 million was obtained from the
Government of Norway.

Leadership commitmentaew organizationabrrangementsactive participation of communities;
conducive polices strategies, actieplans; strong working relationship with relevant
stakeholders, communitiesd implementing agencies were opportunities witnessed during the
plan period. However, limited implementation capacity as well as inadequate adaptation
promotion of Green Technology Packages have remained challenges in the course of
implementationwhich need to be taken and addresseGTPII.
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VIII. Monitoring and Evaluation System of GTPI

8.1.Federal Level
During the implementation period &&TP I, Annual Progress Reports (APRs) have been
prepared and approved by the government. Consultative forums have also been organized at
federal and regional levels with representatives of the private sector, development partners, civil
society organizationggligious organizations, youth and women forums andgaxernmental
organizations to discuss on the progresses achieved. Hence, lessons and experiences have been
drawn from these consultations and used as an input for the next develagrmdentours
Furthermore, assessments were undertaken on the growth and transformation progress reports on
the forums organized by the government and development partners. The feedbacks gained from
these assessments were used as inputs for subsequent activities.

To guidethemacraeconomy in a transparent and accountable manner and based on the national
monitoring system and the fiygear National Statistical Development Strategy (NSDS), price
data have been regularly updated and used as input for policy decisiolesthe fiscal and
monetary policiesvere closely monitored. The macroeconomic management also focused on
closly following the performance and challenges in éxportsectorof the country Ensuring

the consistency of the implementation of integrated pdipiaacial system at all levels and close
monitoring on the macreconomic performance of the country have also been carriethase

have, therefore, enabled to take appropriate measures as needed and help maintain stable macro
economyconducive for rag and shared broadly growtiver the plan implementation period.

8.2.Sectoral level
Using annual plans which are prepared based on the five year Growth and Transformation Plan,
sector ministries have conducted monitoring and follow up of various devetb@uoevities.
The annual performance reports of different sector ministries have been submitted to the
government after intensive review consultations with various stakeholders at different levels.
The Annual Progress Reports (APRs) which were predayeskctor ministries have been used
as inpus for the preparation of the national wmal Progress Reports G&TP I. In order to
strengthen the national monitoring and evaluation system, enhancing the capacity of the planning
and monitoring units of these sector ministries in relation to data management, development plan
preparation and monitoring and evaluation iste@ssential in the upcoming plan period and
beyond.

8.3.Survey and Census Data

The implementation ofGTP | has been monitored and evaluated based on survey and
administrative data/information sources. Administrative data are obtained in the fornor$ rep
from sector ministries while survey/census data are generated by the Central Statistical Agency
through field surveys and census. To this end, during Gpériod, survey/census data have
been collected by the Central Statistical Agency and used agpanfor the preparation of
progress reports. In addition, performance reports from sector executive bodies which were
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prepared based on administrative data and field visits were also used as input for the preparation
of annwal national progress reportd GTP I. Overal, during the implementation od&TP I,
strong political leadership and support have been given for the implementation eproggss.
As shown in the performance reports of the various sectors, the major targets of the plan have

been achaved.
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IX. Strengths and Challengesencountered in implementing GTR

GTPI has been implemented in the last five years (201R0111/15) across the country with all

the supports anengagement of political leadership as well as aciive organized participation

of citizens. In the process of implementing the plan, encouraging achievements have been
registeredwhile challenges weralsofaced. The strengths and challenges witneasedessons
drawnduring the implementation of the plarebriefly outlinedbelow.

9.1. Strengths, Best Practices anddessondrawn

a) Results achieved and capacitiebuilt through planning and implementation of grand
projects and technological adoption

GTP | was uniqgue in that ienvisaged the implementatiaf a number of grand projects with
national and regional significance such as The Grand Renaissance Dam Project, Railway
Projecs, Sugar Development projects, elthese development projects have markedly shifted
the delivery of infrastructure and induatroutcomes, but equally important is that they were
also used adearning vehicles to enhance the institutional and technological capability of
Ethiopia in the delivery of such project§hese projects are now under different stages of
completion. This by itself hatiuge national significance, becomireg source of national
motivation, inspiration, aspiration armbmmitmentfor Ethiopians Encouraging results have
been recorded through cepolitical leadership and supports of the governmentediedtive
mobilization andparticipation of citizens. These results are believed to augment the capacity of
the country for future developmetmigsidesduilding the image of the country

b) Sustainablke and rapid economic growth through stable macro economy

Despite the complex national and international economic conditions, rapid economic growth has
been registered during the past five yedrgrew on average at 10.1 percent per annum, which is
aboutdouble the growth rate registered by its peers in the wdrlee growth was broad based

and inclusive in the sense that it was translated into better human development oultisnes.
growth performance hasnabled tosustainrapid growthover the last 12years within a stable
macraeeconomic environment. This hitherotguccessful growth achievemestprimarily the
outcomes ohationalpolicies, strategies and programs that have been concretized and sharpened
over the yeardt is also the result of sharetsion and resultant participation of the wider public

on all fronts.

This rapid economic growth was largely achieved under a stable macroecammanment
Macroeconomic policies werelosdy monitored throughout the planning period to ensure
conducive macroeconomic environment for acceleraad inclusive growth The mlicy
measures taken to stabilize the macro economy under complex national and international
economic situations were by and large effectiviest, administrative and prudenis€al and
monetary policy measures takeluring GTP | helped stabilise the prevailingnflationary
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pressuresinflation thathad been increasing fast during the first two years of the plan geasd
in particular stabilised as a result of the effectivesuees takerSecondpriority sectors such as
key infrastructural and productive sector projects and expate accorded priorities in terms
of access to foreign currency and domestic crethtird, during the plan period, external
resources were moluked tofinancekey infrastructural projects such as railway prqjedtile
also concerted efforts were made to attract high quality FDI into export oriented light
manufacturingFourth,as a result of the measures taken to stabilize prices of t@simodities
the econont gains were protected from being deraileg duch unanticipated shosk The
prudence exhibited by the Government in macroeconomic management during Gds$
commendable and was considered to be one ilmp@tea of strengtbf the GTP | periodworth
noting.

c) Organised Community mobilization (developmental army framework for effective
delivery, equity and accountability
The agricultural practiceandtechnologiesof successfuliode) farmers vere spread to other
farmers using the scaling up strategy, which involves deploying successful farnseygptut
their peers organised into development groups (developmental agffgjts were made in the
agriculture sector to bring the productivitytble majority of smallholder farmers to the level of
the productivity of model farmers through the developmental army framework in the agricultural
extension system. Thus, there are areas that have registered good performance through
developmental armies trop production and small scale irrigation, and the knowledge and skills
developed in scaling up best practices at regional at Zdfmakda, Kebeland Developmental
Team levels. This is one important area of strength thasriedzk scaled up during GTl.

Similarly, achievements were made and results have been registered in natural resources
conservation through structured and organized mobilizatidhe public with the understanding

and consent of the people thereby indicating the possibilityttain further accelerated
developments. Therefore, the lessons gained from the developmensspoairing GTR
implementation is also another important area of strengMobilising and organising
communities not only to scale up successes and thesdivgrdresults, but also to ensure equity

and accountability is one of the lessons that will be further consolidated to sustain the gains thus
far.

d) New Investment Inflows and Additional Capacities Gained in Industrial Sector

Developmental activities were undertaken especially to increase the inflow ofpmeate
investments in the industl sector. However, achievements in this regard fell short of the target
by a significant margin. Lessshave been drawn from the manufacing sector export through
expanding private investment. As a starting pamatjonal capacity has been built especially in
metal and engineering industrin particulay cement production capacity has been created
through participation of private sectorin order to satisfy domestic demand. Hence,
developmental activities have been undertaken to supply import substituting items, to contribute
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for technological transfer, to save foreign currencies, and to expand the base of the industrial
sector. In addition, to address bottlenecks of the sector, which include lack of access to land for
industrial development, the Industriédarks Development Rygram has been launched in
different cities to establish industricilities with infrastructures anamproved public services
delivery. To lead and support this prograanlegal framework has been already developed. The
capacitygained in this processillvserve as a spring board for the planmedustrial expansion
duringGTPIIl and beyond

9.2. Challenges

Although achevements were registered durigTP | through provision of coordinated
leadership to devepmental forces and structur@articipaton of the people, challenges have
alsobeenexperiencedluring the implementatioprocessInflation was a major challenge during

the first two years ofmplementationof the plan with direct bearing on macro stability and
competitiveness of the export sector and on cost of ligingitizens. In addition, shortage of
foreign exchange was also another bottleneck encountered owing to limited performance of
meichandize export eaimgs duringthe lasttwo yearsof GTP | Besides, the productive sector

was not competitive enough in terms of quantity and the required type and quality of the product
to the export market, growing industries, andhdstic consumptions. Moreovenacroecaomic
management has been challenging owing to the global market crisis as well as decline in
international prices of export commodities suchcaffee and gold and increase @il price
increase.Overall the institutional and structural bottlenecks o #tconomy were challenges
during implementation c&6TPI. The major challenges are highlighted below

a) Implementation Capacity Limitations
During theperiodof GTP 1, there were limitations in implementation capacity at different levels
to achieve the tagets set for different sectors. These limitations relate to prpjanoning and
management p{anning, implementation and monitoring and contract administration);
coordinating, changing the attitudes, motivating, organizing and training of implemendieg bo
to increase agricultural productivity as per the target. Problems related to logistics ands custom
services that are highly linked with the export sector, which in turn influenced the investment
and trade sectors negatively. Though efforts made teemgnt the civil service reform program
are massive and huge, the capacity problems of institutions are not yet addressed. Therefore,
efforts made to build the civil service with capable, motivated skilfll and efficienthuman
powerhas to be strengthened.

b) Rent Seeking and Governance Problems
Problems of governance and rent seeking have affected the timely provision of social and
economic services in line with the target set. This has in turn adversely affected the achievement
of sacial and economic developmental objectives as planned across different sectors. The reform
undertaken in the trade system which edat creating transparency and competitiveness were
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not fully implemented across the country. Hence, rendering the exgcdrsand domestic

market competitive and transpateand enable equitably bengbi¢ople from growth outcomes

need to be given the emphasis it deserves. Therefore, sustaining the results achieved so far and
fighting rent seekinghouldnot be compromiseat any time.

c) Inflation
Inflation was a threat for the macro economy of the country particularly during the first two
years (2010/11 and 2011/12) G P I. Inflation picked up sharply during the first two years of
GTP I. Prudent fiscal and monetary policyeasures taken by the government has helped in
bringing downinflation to single digits. In addition, basic commodities (sugar, vegetable/edible
oil, and wheat) have been imported and distributed to low income commuatisebsidized
prices and trade cedprepared and issued in order to support and render the trade sector
competitive. As a result of these measures, inflation was managed and brought down to single
digit in 2013/14. To avoid threats of inflation and ensure stable macroeconomic environment
increasing agricultural pductivity, expanding growth aihanufacturing industry and utilizing
capacities created in different sectors so far effectively and efficiently to ensure sustainable
supply need to be given due emphasis.

d) Imbalance between aggregate supply and aggregate demand

Deteriorating trade balance was one indicator in respect to this challenge. The big challenge
encountered durin@TPI implementation period has been worsening of trade deficit owing to
underperformace of the export sector. Foreign exchange earned from the export commodities
during the last five years covered only 26% of the cost of imported commodities. The main
reason for the poor performance has been a decline in global market price of exportit@mamo

like coffee and gold, and productive capacity limitations to render export commodities
competitive in terms of quantity, quality, type and price in the global market. Thus, to boost the
export tradethe mineral subsector needs to be further stitadl@o diversify our export base
along with agricultural products by adding value, monitor and support investors so that they can
add valueso export commoditiegather than exporting primary goods.

The other indicator of the observed imbalance betwggregate demand and aggregate supply

is the gap between saving and investment. During the peri@d Bf implementation domestic

saving has increased from 9.5% in 2009/10 to 22.5% by 2014/15. During the same period, the
share of total investment in GDPdiacreasedrom 22.3% t038.9%. This indicates that thyap
between investment and saving is widening during the same period. Although the results
registered ingross domesticnvestment during the last five years has been encouraging, it has
been largelycovered through foreign saving than domestic saving. Therefore, it is worth noting
that mobilization of domestic saving has been inadequate and shortage of finance was the main
challenges in implementatianf the Plan.
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e) Infrastructure Facility

Infrastricture plays a key role to supply quality transportation services, communication and
power that are needed to accelerate economic growth while rendering the economy competitive.
Ethiopia is cognisant of the significance of investing in infrastructure aewdyefor structural
transformation, and has shown strong commitment to sustain investments in thelrsectar

to supply adequate infrastructural facilities, development activities were undertaken during the
lastfive years and positive results have been achieved. However, there are still challenges in the
supply of quality infrastructures like power, logistic services, etc. Addressing the problem of
supplying strategic infrastructures through close monitoring andosupdl help unleash the
development potential through increasing productivity without incurring additional investment
costs. Besides, to utilize scarce resources efficiently and effectively and to increase product
guality and productivity, and to ensutempetitiveness in product type, quality, and prae

going efforts such as the kaizen and benchmarking willl tede strengthened during GTIP

and beyond

f) Financial resources limitations
Efforts in areas ofax reforms and implementing thextadministration systerhave been under
way during GTP implementationto augment domestic revenue and mobilize foreign financial
resources, and positive achievements have been made. However, there have been challenges to
timely secure foreign finances wehi in turn has had adverse impact on the smooth
implementation of development projects. Thus, through enhanced capacity of domestic revenue
generation and improved inflow of external resources, emphasis will be given to timely provision
of financial resowes.

Measures have been taken at each stage to address challenges encountered during the
implementationof the plan. These measures helped in sustaining the rapid economic growth.
GTPII will be built on the strengths witnessed and will be informed bydssons drawn from

the weaknesses and challenges.

69



X. Summary

Th@TPI( 20102011417 4 bajaest t o aremcnmiaeashge real GDP growth rate of

11.2 % andherebysust ain the rapid economic growth re
year s -Z 2O 9 /B @rpwth rate wasxpected to beot only rapid but also brodshsed
andinclusive An ambitious target of double digit growth was set taking into considere

unleashed potential of organised and mobilised public, antbthenitment and determinatiaf

the governmentto provide the necessary leadership for the realization of accelerated; broad
based and inclusive economic growth

During the GTP | formulationprocessseries of consultationsere conducted at different level
and the plan gained full support and commitment from citizens. Subsequently, it was approved
and endorsed darst Growth and Transformation Pla@TPI) of the countryspanningthe five
year period of 2010/22014/15 The participatory processf the formulation ofGTP I helped
forge deepernational consenses on major development issyewhich in turn stimulated
mobilization and organisedpublic participationin its execution Integrated active public
participations indevelopment good governance and democation processes have greatly
contributed to the achievementhafld results which pavedthe journey towardeenaissancand
transformationof the country The accomplishments so far have also contributedntme
building and capacity developmerdf the country In sum the achievementsluring the GTH
period have alaid strong foundation for the formulation of the Second Growth and
Transformation PlafGTPII).

Looking at the performance of the overall economy during the last five yearp pl y si de
GDP gr owt h ratper a2t age @q@riloOwGMP r at e i s acco.l
agricul tturye, anidndsvehivalh e pgeyeat6é . 6 0. 2% and 10.
respedtuwirvelgy t heTbiamearn@eiohdd basednogeowthlanwa o u
t he-Salhlaran average growth registered during

years -22D0831%) , real GDP growth rate wawer age:
accompaniinevde swtinmehn & nemplacmysmeomt genevahgosat aAdas
citizens has i mproved. This is reflected in t

2009/ 10 to USD 691 Biyowvihsi oenndofofe s2sOetndtlidad. pu
expanded ®A&A®sal utesupoveran 2n6a.s9 % eicn i 2@HMO0 /fIrl t c
23. H%2014/ 15. Al t hough, promising i mpr ovemen
reduction, stil!]l a |l arge number of people |iwv
the aalPpnadaded gr owth sluastadainded t hrough accel er
agr i caunmanmrud acturing sectors.

Nowi t hstanding tdhf@§ R atchheireev ermemaisned chall enge
attention in the upcoming TRpre.r i as p intoa tnuec hg
has been f or tohkctormuicntgu rianl tterraamssf or mati on of t he
agriculture, Il ndustry and services stood at 3
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2014/ 15. Wi t hi n tthhee mamduuf sascetgutragrer@gh assu,br egi st er
average growth rate of 14. 6 daioev e@DDRRhBHPetdan

durihg same period. Thi s was mai nl ygnmhetdtiruinbut e
scale industries. On t hes eoctthoerr hhaasn db, e etnh et hceo ni
industrial GDP growth. As a result, the share

during the same period.

Dur iGAé&per,i opdhembhygcbi ve of tbensueadmestocfihancingof wa s
government expenditure throughcreasing tax revenue andaintaining sustainable budget
deficit compatible with stable macroeconomic environment. The significance of this objective
goes beyondhe macroeconomic realm and has had significant bearing on the political economy
of the countryHence measures &irengthen the tax systeme&me taken not only to enhance
revenue but also tonitigate rent seekingAccordingly, measures to imprevtax audt and
information systemsawareness creation campaigns on rights and obligations of customers,
enhanement ofthe capacity of tax institutions in terms lmfimanpower and logistics aspects
were undertaken. This has helped enhance revenue geneestican be observed from the
increase irgovernmentax revenue from Birr 43 billion in 2009/10 to Birr 165 billion by the end

of 2014/15 This implies that thennual average growth rate t#x revenue wa81 percent
during the planning periodrhe sharef tax revenue in GDP averaged 13.3 percent during the
same periodThis is lower tharthe planned target of 15% on average for the peric@Td? I.

Thus, tax administration programmes aimed at enhancing domestic revenue cobection
consolidation neetb be further strengthened during the perioGoP 1.

It is well known that rapidly growing economies in general at their initial stage of development
tend to import more than they export. Hence, the balance of payment tends to be a major
constraint fordevelopnent Accordingly, during the perio@ TP, it was planned to narrow the

trade deficit mainly through increasing exportable as well as import substitution. However,
during the five year§&TP | period, the percentage of merchandize imports finabgeexport
earnings heae been decliningandstood at below 20 percent by the end of 2014/15. As such, the
countrybés trade deficit widened from USD 6. 3
Hence, to narrow down the trade deficit concertedomstineed to be takdn expand export
earnings and promote efficient import substitution

To increase productioand productivity in cropsand livestock sub sectors, various activities
related to improved technology dissemination; natural resource management and utilization;
disaster prevention and preparedness; agricultural marketing systethgrivate sector
participation have been undertakduring GTP | Accordingly, the productivity of major crops

has increased from 15.7 quintal per hectare in 2009/10 to 21.5 quintal per hectare by the end of
2014/15. As a resyltotal production of major crops by small holder farmers during the main
(Mehe) season has increased from 180 million quintal in 2009/10 to 270 million quintal by
2014/15. The performance in terms of both produdiiodproductivity registered showed that

the base case scenario of the plan has been met. This, in turn, indi@atesdhseHsufficiency
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has been met at national level. Moreover, to enhance the purchasing power ahdunddan
consumers, jobs creation activities have b@eomoted However, in the upcoming plan,
emphasis should also be given to increasingscding up of the productivity of small holder
farmers and speed gpmmercialization anthe transition to production of high value crops.

In GTP I, one of the priorities of the agricultural sector was expandmdjencouraging the
development of private camercial farming. Accordingly, support has been provided to
horticulture and floriculture farming. However, owing to capacity limitation specifically in
supply of sufficient landand shortages of necessary logistical inputs; performance fell short of
the phn by a significant margin. Encouraging new investors to start production timely, attracting
new investors into the sector, strengthening execanaimonitoring capacity are measures that
need to be taken to stimulate the performance of private operatbessector.

To enable pastoralists as well as those engaged in mixed farming benefit from development,
measures related to indigenous animal disease preveatidrcontrol; waterand pasture
development and strengthening marketing systems have beertaket. Moreover, to ensure
sustained benefits to pastoralists, they have been encowagetipportetb lead sedentary life

on voluntary basis by developing irrigatiorrrfang systems. To this effect, beneficiary focused
livestock development need tce bgiven utmost emphasis in all developmemdeavours
pertaining to pastoralists and semi pastoralists.

The industrial sector, especially the manufacturingsadior, beingmallandat aninfant stage,

has performed better than other sectors du@ii@ | implementation. Its share in GDP has also
increased in relative terms. Duri@@TP I, particular emphasis was given to the promotion of
micro and small enterprises as well as supporting expansion of mec@indlarge scale
industriesHowever the performace of the manufacturing sectbias fallen below the targets set

in the plan. To increase the quangtydquality of exportable and simultaneously expand import
substituting industries, high priority has been accodinecessary support actions have also
beentakenfor investment expansion in the manufacturing sector. To this effect, encouraging
achievements have been registered, specifically in strategic products, such asroetaésand
engineering. Overall, theegformance of the industrial sector has been well below the target.
Thus, speeding up industrial parks development at both federal and regional levels, astnalcting
encouraging potential investors (including local investafsjjuality and high impacin the
sector neesito be given utmost emphasis@TPII.

The launching of mega infrastructure development projects such as the GERD, wind power
projects rail way and sugar development projects and otaersome of thegrominent features

of GTP 1. Although, most of these projects are still under implementation, overall, positive and
encouraging results have been achieved in terms of motivating the pigihig, hopes and
aspiration of citizens. The results achieved so far have contributed to image beilgiagsion

of investmentand tourism development of the countfhe development programs have also
served as important sources of capacity building and tdatpy transfer Notwithstandingthese
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achievements, constraints related to project planaimgjmanagement, inadequate consulting
servicesandlimited finance for projects have remained challenges during implementation of the
plan. However, it is worth niotg that important lessons have been drawn from the challenges
faced during implementation d&TP |I. Moreover, as the sector is more susceptible to rent
seeking attitudes, poor accessibilagd quality of services had been significantly reflected in
servce delivery. Overallto strengthen good governance, capacity of implementation, follow up
andmonitoring activities need to be priorities of the sector in the upcoming plan.

With regard to education, the focus was to ensuring accessibility, attain Mb@@&lepquality
educationand contribute to sustainable socioeconomic development through genetta¢ing

required knowledgandskills. Accordingly, positive results have been registered specifically in
ensuring universal acce$s primary education.Some gality improvements have also been
registered, although achievemefdht short of the planned target, primarily owing to fadure

to effectively and comprehensively execttie educational qualitymprovementackages at all

levels In this context,emhasi s need to be given to teacher s
sufficient supplyof text books, civic education, setting examinateomd school administration,
andinformation technologyAt the centre of all these packages is ascertajpifgic ownership

and leadership of the school system through promoting organised compantitipation.

The major priorities in the health sector @iIrP | were prevention focused expansiand
improvement of qualityand accessibility of health services to achieve MDGs. Accordingly,
health coverage has reached 94% which nearly conftonMDG target. Moreover, active
participation of the community supported by Heath Extension Packagiise organized Heath
Development Amy have helped improve maternal headthd reducing infant mortality. To
further improve primary health caand hospital services that include, especially, expanding
health infrastructures, human resources development, health management, drugasdpply
administration as well as increasing community partiojpatieed to be priority areas the
years to come

With regard to capacity buildingndensuring good governance, establishing strong, transparent
government institutions at all levels; strengthgnaorruption preventiomnd control systems;
establishing modern, transparemtd accountable land administration as well as public finance
management systems; modemg tax administration&nd making the justie systemsmore
accessibletransparenandaccountabldave beerpriorities duringGTP . To this effect, for top
managers and civil servants, continuous professional capacity enhancement trainings have been
provided at all levels. Strategy has also been formulated to develop Transformatiorairmy
through this establishing, orgaimg, awareness creation activities have been undertaken.
Besides, to effectively implement the strategic directions pursued to attain the set goals,
emphasis has been given to strengthening public service Transformatonparallel with
establishing Developmental Army at all levels.
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To deepen the democradtion processes in the country, a host of activities have been
undertaken. Accordingly, activities have been undertaken to building the capacities of
democratic instutions;strengtheninghe legislativebodies in ratifying lawsndmonitoring the
executive organ and conduct of capacity enhancement training programs. Strong emphasis has
been given to develop good governance and expanding and empowering communities loath to
corruption at all levels. In connection with ethics and loath to corruptivaremess creation
training has also been giveand educational materialgdistributed. Moreover, property
registration and disclosure of assets of higher governmeéatted officials as well as public
servants hee been undertakerirheseactionswill also be given attention during the period of
GTPII.

With regard to womends andsaving seivices lmavepheew@avided n t |,
through establishing micro and small enterprseda s soci at i ons . andyoutough w
organkations, skills ehancement trainingndawareness creation activities have been conducted

mainly in the areas of harmful traditional practices and social norms. The participation of women

in decision making specifically in the legislative, judicianyd executive bodies Ilsaexpanded
andstrengt hened. To further strengthen women?os
benefits, integrated and well organized awareness creation and capacity development
interventions need to be pursueddmPI.

In sum, progress made, lessainawn and experience gained dur@gP | will serve as a strong
foundation for sustaining growth, accelerate poverty reduction and its ultimate eradication given
government commitment, visionary leadership, organized public participation and ownership of
the development plan.
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PART Il
THE SECOND GROWTH AND TRANSFORMATION PLAN (GTPII)
(2015/16-2019/20)
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|. Basis, Departures, Objectives and Strategic Pillars d&TP |1
1.1. Basis of the Second Growth and Transformation Plan

It is necessary from the outset to indicate the key issues that serve as basis in shaping the
contents and articulating the objectives and target3Td? |I. This helps to follow whether the

plan is realistic and is implementalto achieve thetated targtsand to monitor and evaluate

the expected results. Therefore, as a vehicl
becoming lower middle income country by 2025, the Second Growth and Transformation Pla
(GTPI) is built on Sectoral glicies, strategies and programs, lessons drawnfrom the
implementation of GTR and the posR015 sustainable development goals (SDGSs). It has also

taken into account globahdregional economic situations with direct or indirect bearings on the
Ethiopian economy.

A) The National Vision

The main basis o6TPIli s t he <count r ya&lewervriddléinoome dountryiye ¢ o me
2025. In the coming 10 years, Ethiopia's vision is to reach the level of lower firiddiae

countries where democragayood governancand ®cial justiceare maintained through people's
participation. The realization of this vision calls for creating competitive, productive and
inclusive economy in all its aspects. This vision serves as a candle of hope indicating the long
term paths of the country towargsosperity and development. Therefore, every aspects of the
plan emanate from this vision of becoming lower middle income country by 2025.

B) Existing Sectorial Policies and Strategies

The development policies and strategies pursued during I@F® thebasis for this plan, too.

The country has already articulated a wide range of macroeconomic and sector policies and
strategies where their outcomes have been tested and refined through challenges faced and
successes gained in the previous years. Thesagso#ind strategies are caleied as blue prints
through which the vision of the country is to be realized.

The programs and plans that were prepared and implemented during the last two decades have
been based on these sectorial policies and stratéigiesd, these policies have contributed for
poverty reduction anduelled the growth accelerations resulting in a double digit economic
growth which the country has attained since 20B%P Il as the first five year phase of the
development blue print toelosome a lower middle income country, bases its foundation on these
policies and strategies.

C) Lessons drawn fromGTP | Implementation

The achievements of the first GTP, lessons drawn from its achievement, and challenges faced
during its implementatiorare used as input$n the preparation of the second Growth and
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Transformation Plan. In addition, economic and social development projects commenced during
the first GTP and still under construction are also considered as the bases of the plan.

D) The Post-2015 Sustainable Developmemigendas

The post2015 sustainable development godalee Common African Position (CAP) on Post
2015 Development AgendAgenda2063of Africa, andthe Addis Ababa Action Agendaave

been embraced and their integration in to the national plans, policies and strategies is well
underway. This presents a unique opportunity for integrating and mainstreepmnciples of
sustainable developmemgoals and the tenets ofgAnda 2063of Africa into policies and
programs to articulate the national priorities, opportunities and challenges to the pursuit of
economic structural transformation. Therefore, domesticating these international and regional
agendain to the national policiestrategies and development priorities is considered as a basis
for GTPII.

E) Global and Regional Economic Situations

The world economy has become increasirtygamic therefore, considerintpe impactof such
trendson the national economy is vitafolatility in the demand angbrice of export goods are
making global economy very dynamic and are creating various impacts on the economy of
developingcountries. Thus predicting andanalysingthe impact of these economic situations on

the domestic economy and integrating the results with the development plan policies, programs
and targets is taken as a basis for the plan.

In the previous years, economic growth has been acceleratinthamggowth momentum is
expected taemainhigh in the coming years. On the other hand, competition in the globalized
markets is becoming stiffer. To sustain this growth acceleration and to cope up with strong
competition, the countryieed to enhance its bargang power and prepare the ground for
accession to WTO membership and continental free trade and economic zones. For this, WTO
accession negotiations are consgdein the drafting of the plariThus, the essencd these
negotiations and copingiechanismare examined and designed well in the formulation of the
plan.

During the next five years, enhancing and utilizithgg competitive advantages to sustain
economic growth and to ensure efficienttggpation in the world economyill be given utmost
emphass. In relation to these premises, improving the productive and competitive capacity of
the economy, particularly, developing the manufacturing capacity, increasing the
competitiveness of export products and enabling emerging sectors to compete at, nationa
continental and global level; and utilizing quota and tdré€ trade opportunities are taken as a
basis for the plan.
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1.2. Major Departures of the Second Growth and Transformation Plaf{GTPII)

The GTP Il (2015/162019/20) has been formulated to carry forward the basis, objectives and
strategic directions d&TP 1. The achievementgined challenges facednd lessons drawn from
theimplementatiorof GTP | werethe bases for the formulation ofGTPII. Nevetheless, GTRI

has its own distinguishing faaes including the following:

i) In GTP Il period, agriculture will remain the main driver of the rapid and inclusive
economic growth and development. It is also expected to be the main source of growth
for the modern productive sectors. Therefore, besides promoting the productivity and
guality of staple food crops production, special attention will also be given to high value
crops,industral inputs andexport commoditiesTo this endrrigation based agriculte,
horticulture fruits and vegetablesiyestock and fisheries developmemill be promoted
Designing and providing support schemes to small holder farmers where peasants and
pastoralists are the main actors in the production process; and facilitatjomt
participation of educategoungfarmers and private investors in the sector are strategic
directions that will be pursued during the plan period. To this end, addressing constraints
entrenched in the agricultural development and marketing systéhisgevgiven utmost
emphasis and priority.

i) A new vision has been set to render the country a leader in light manufactufifigca
and one of the leaders in overall manufactughgpally. The vision on manufacturing
sector is set to sustain the ramdonomic growth registered over the past 12 years.
Similarly, during GTPII, especial emphasis will also be given to the development of
export orientednanufacturingndustry, with the objective ofransformingthe structure
of the economyto enabk the cauntry to achieve the vision of becoming lower middle
income status by 2025.

i) Cl ear targets are set to reach the econol
increased efficiency, and particular attention is given to the quality, productivity and
compeitiveness of the agricultural, manufacturing and modern tradable service sectors.
For this, the implementation of kaizen and benchmarlaontst which started durinGTP
| will be strengthened and scaled up.

iv) Emphasis is given to redressing macroeconomitzaiances (aggregate demesugpply)
which aims to sustain the higher economic growth registered so far within a stable
macroeconomic framework duri@TPIl. In this regard, the imbalances created mainly
have two dimensions. These arevestmentsaving gapsand deterioration of trade
balance as import growth surpassed export growth. Thus, clear targets are set to mobilize
domestic resources and aggressively pursue the efforts of domestic resource mobilization,
and rigorous efforts will be made to promote @tpthroughincreased investment in
expanding productive capacityincreased productivity gains, quality and better
competition in the external markets
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v) Strategic policy framework is formulated which aims to properly manage and administer
the construction industry and development projects with enhanced potgacing and
management capacity in the sector. Particular attemgigiven to proper managenteri
the construction and development of mega public projects, such as dams, roads, irrigation
developments, etc. to ensure their completion within the spedifregl standardand
allocated resources duri@rP11.

vi) Particular attention is given teustaimble urban development that aims to suppibe
growth and transformation agendae€lunfolding rapid urbanizatiowill be guided and
managedto unlock its potential foindustrialisation, economigrowth and structural
transformation of the economy duri@GyPII.

vii) In GTP Il, due emphasis will be given tthe promotion ofdomestic privatesector
developmentin the manufacturingindustry. This initiative will be enhanced and
supported throughengaging the private sector in continuous dialogue with the
governmentproviding predictable incentive packages such as guidance and provision of
institutional and regulatory support, access to crettt

Domestic private sector transformation wile pursued through carefully designed
strategies A milestone strategy that will be implemented to transform the domestic
private sector is througbromoting existinggmall manufacturingenterpriseso grow and
transition to medium and largealemanufactiring enterprisedy providingall rounded
support and and nurturing their entrepreneurship and business management capabilities
Supporting and enhancing the capacity and capability of local construction industry
enterprises to encourage them produchg construction inputs and using locally
produced inputs; and value addition to support import substitution is the strategic
direction to be pursued during GTIPto ensurethe transformationof the domestic
private sectarln addition, investors involvenh the service sector (wholesale trade and
other business) will be encouraged and provided with incentive packages (provision of
land, logistics, credit, etcfp invest in manufacturingo as tocatalysevibrant private

sector development (PSD). Furthemmoparticular attention will be given to create the
linkages between local and foreign enterprises to facilitate knowledge and technology
transfer, and to ensure the sustainability of growth through accelerated economic
structural transformation.

viii) Due emplasis will alsobe givento human capital capacity developm supported by
technology andnnovation to sustain the rapid economic growth registered during the
preceding years. In this regard, particular emphasis will be given to ascertaining quality
and access to social services such as education and health thereby creating educated,
healthy, competentmotivated and innovative work force. This human resource
capabilities development will be further consolidated by the lessons learned and
experience gaed so far; and new technologies development and transfer to improve the
quality of service delivery and to enhance the workforce skills and national capacity
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development to build human capital. These integrated human capital enhancing efforts
are envisiong to speeding up and creating spring board for economic structural
transformation.

ixX) Major emphasis is given to building a climate resilient green economy in the context of
sustainable development and realizing the vision of becoming a lower rmddtee
country by 2025. In this regard, Ethiopia is pioneer in formulating and implementing the
climate resilient green economy strategy. Accordingly, enhanced efforts will be made in
areas of improving crop and livestock productivity to ensure food security throug
reducing emissions; protecting foresaad reafforestation includingcarbon stocks;
expanding electricity generation from renewable sources of energy; arfildggimg to
energy efficient technologies in transport, industry aadstructionduring GTP I
period.

x) While undertaking the above mentioned tasks during the plan period, transforming
currently dominant rent seeking political economy e¢asure the hegemony of
developmentalpolitical economyis a top priority. In this regard, on the one hand,
through providing quality supports to strengthening developmental attitudes, and on the
other hand, by draining the root sources of rent seeking, controlling corruption and lack
of good governance; the supremacy of developmental political economy will be
ascetained. To realize thigrganised, informednd direct participation of the public will
be mobilised Il n addition, enabling environment
involvement with a sense of ownership, in activities that concern strengthening
dewelopmentamind-set

The aforementioned unique features GITP Il will be elaborated within the framework of the
objectives, strategic pillaracross the respective macroeconomic sextorial plans discussed
below.

1.3. Objectivesof GTPII

The overarching objective @ TP Il is to sustain the accelerated growth and estalaisipring
board for economic structural transformation and thereby realizing the national vision of
becoming a lower middiencomecountry by 2025. To this enTP Il has set out the following
specific objectives:

i) Achieve an annual average real GDP growth rate of 11 percent witable macroeconomic
environmen@ndtherebycontribuet owar ds t he realization of Et
lower middle incomecountry by 2025 while pursuing comprehensive measures towards
narrowing the savinghvestment gap and bridging the widening trade deficit.

i) Develop the domestic engineering and fabrication capacity and improve productivity, quality,
and competitiveness othe domestic productive sectors (agriculture and manufacturing
industries) to speed up structural transformation;
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iii) Further solidify the orgoing public mobilizationand organised participatiadio ensue the
public become both owners and beneficiaries frewetbpment outcomes.

iv) Deepenthe hegemony ofdevelopmental political economy by strengthening a stable
democratic developmental state

1.4. Pillars Strategies

The pillar strategiesfoGTPIl are built on that ofGTP | complemented by additional pillar
strategies that serve as foundation for sectorial plans. Therefore, in ordgathieve the
objectives of GTRI set out above, the following [br strategies will be pursued.

i) Sustain the rapidbroad based and equitabkconomic growth and development
witnessé during the last decade;

i) lncrease the productive capacity and ef fi
possibility frontier through concurrently improving quality, productivity and
competitiveness of produeg sectors (agriculture and manufacturing industries);

iii) Speed up andatalysetransformation of the domestic private sector and render them a
capable development force;

iv) Build the capacity of the domestic construction industry, bridge critical infrastructure
gaps with particular focus on ensuring the quality of infrastructure services through
strengthening the implementation capacity of the construction sector;

v) Properly manage and administer thegming rapid urbanization to unlock its potential
for sustainng growth and structural transformation of the economy;

vi) Accelerate human development and technological capacity building and ensure its
sustainability;

vii) Establish democratic and developmental good governance through enhancing
implementation capacity of thmublic sector and mobilization of public participation;

viii) Promote women and youth empowerment, ensure their participation in the development
process and enable them equitably benefit from the outcomes of development;

ix) Build climate resilient green economy

1.4.1. Sustain the rapid, broad based and equitable economic growth and development
witnessed during the last decade.

Ethiopia hasbeen registemg robust economic growth that have resulted in a growth
acceleration, signifant rise in real per capita GDdhd a dramatic drop in the national poverty
and unemployment rate. Nonmonetary dimensions ofletig have also improved, including
in the rural areas. Based on the Human Development Index (HDI), Ethiapibeen successful
in translating economic grotvtinto higher living standards for its citizens, and consistently
maintainng fair distribution of income.

In the next five yearghe aim isto sustain the growth acceleration and to make the economic
growth even more inclusive and equitable. The rapidoeomic growth should sustain and
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broaden the availability and accessibility of quality economic and social infrastrydbares
accompanied by poverty reduction and significant improvement of the living standard of the
citizens through generating employmepportunity In other words the growth acceleration

should continue to baclusive andthereby contribute to eal i zat i on nediumt he c o
termvision of becoming a lower middle income country where social justice and equity prevalil

During GTP | period,agriculture and particularly smallholder agriculture will remain the single
most important source of economic growth. Given still its importance in the overall economy,
high rate of agricultural growth has feeaching positive implications facceleratedinclusive

and equitable economic growth in terms of increasimgome and accelerating poverty
reduction. High agricultural growtland rural developmerdiso helps avoid the creation of
unplanned urbanizatiowith growing population living inlsm areas. During GTR period, in

order to achieve this rapid agricultural growth with positive economy wide linkages, it is
necessary to engage smallholder farmers and integrating edyocatthdfarmers with private
investors that are large enough to adopt new technologies and produce significant marketable
surpluses. Public and private investments in road, electricity and telecommunications are also
needed to reduce marketing costs with posgpiél overeffects on growth of rural market towns

and secondary cities. The transformation of the sector will be accelerated as it is the source of
income for majority of the population of the country, and its rapid growth is crucial to ensure
shared growh and equity, poverty eradication and improved living standards

During the plan periodaccelerategyrowth ofthe manufacturingndustrywill also bea crucial
strategyto support the growth acceleration. But the envisaged rapid industrializixti@has
even other equally crucial objectives: create jobs and improve income, promote export
development, improve the competitiveness of the econamyyell asenhance technological
capability and skills developmenin other words, industrialization is cotsred as a crucial
strategy to promotstructural transformation of the economy so thatcountry can sustain its
growth acceleration to achieve its medienm vision of becoming a lower middle income
economy During the next nlifDrelafiendornsanufadiiting sectprisdod s v i
become a light manufacturing hub in Africa. This visiait play a significant role in creating an
inclusive growth expediting economic transformatigngenerating employmentincreasing
income earningandexpanding export earnings

In general, to ensure sustainable, equitable and inclusive growth, the economy is projected to
grow at 11 percent per annum during GITPAnd therapid economigrowth primarily driven

by agriculture but supported by industrial and service sedrexpected to generate
employment opportunities and enhance sectorial integration and linkages. To this effect, large
number of MSME will be established, alabourintensivelarge scale manufacturing industries

are expected to flourish.
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1.4. 2. l ncrease the productive capacity and
possibility frontier through concurrently improving quality, productivity and
competitiveness of produtive sectors (agriculture and manufacturing industries).

According to existing studies, the productive sectors of the economguamntly operating
below potential production capacity. Factors of productwe not efficiently utilized in the
production process. The technical efficiency and technological progress of the economy is
believed to be at a low level. To reach the production possibility frontier of the economy from
this low level, enhancing efficient allocation and utilization of resourcesanstnse of urgency

is crucial.Different subsectors within agriculture and manufacturing industry (main productive
sectors) will be given utmost emphaisighis regard

To renderthe agricultural sector efficient amhable itreach its production posdiby frontier,
enhancing the productivity of smallholder farms (the main source of growth in the sector) will be
given priority. Besides, in production of strategic food crops, enhancing productivity and quality
in the horticultural, livestock, and agrltwral products destined for industry input and export
diversification will be given utmost emphasis. The competitiveness, quality and productivity
enhancement schemes in the agricultural sector will be facilitated through proper development
and dissemin@n of available technologies; implementing extension system according to the
direction sated; that is, the scaling up of best practices of model smallholder farmers with in the
developmental army framework; and tackling the challenges which constragmedHievement

of potential production capacity, and improving the efficiency of the sebtoreover, for
farmers operating along the existing production possibility fronmiew appropriate technologies

and farming practices will be delivered in ordebting about technological progress.

The country is also operating below potential capacity in manufacturing industry in general and
in those producing main bodies and spare parts in particular. To enhance productivity and
competitiveness of the sectoncato enable the sector raise its production capacittheéo
production possibility frontierappropriate technologies should be developed, adapted and
diffused; desigrdevelopment and fabrication skills will be promoted during the plan period; the
existing as well as new industries should be provided with the necessary support on technology
utilization, productivity, quality leadership capacity and competitiveness, dis asethe
institutions to meet the necessary quality to cope up with challenges. In addition, large
involvement by domestic private sector and selected foreign direct investment needs to be
promoted to accelerate the productivity of the sector througprthasion of different incentive
packages. Education and research institutionsersities, technical and vocational colleges, and
specialised institutethat are believed to have major contribution for the achievement of the
above mentioned missions Wwibe provided with sufficient capacity enhancement support.
Similarly, the kaizen philosophy will further be promoted to enhance and improve quality,
productivity and competitiveness in all prioritized industries as well as export sector. Parallel
with this, benchmarking practices will also be implemented as a means of ensuring quality,
productivity and competitiveness in the productive sectbh®e capacity of the specialised
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industrial institutes will further be strengthened using different strategiksling through the
orntgoing twining arrangementTechnical and personnel support will also be sought from
countries that have best experiences and achievements in these areas.

1.4.3. Speed up and catalyze transformation of the domestic private sector arehder them
a capable development force.

Et hi opiads private sector i's at i t with bothf ant
internal and externaproblens that call for solutions through a continuous public private
dialogue. Concerted and vigar® effort is needed to transform the sector to enable it play a
leading role in the economy. Its development is essential to attain inclusive and sustainable
development; enhance social, physical and institutional capital; foster technological transfer and
innovation; generate jobs; and to build productive and competitive economy. However, the
transformation of the private sector into a dynamic, vibrant and competitive developmental force
requires a somewhat long lead time to address the challenges pacephe ground for iteke

off.

The private sector development and transformation agenda will be implemented through well
designed strategie®Vhile providing support selectively for those enterprises patrticipating in the
productive (agriculture and manufacturing) and ICT sectors, transparent and predictable
incentive packages will be designed and provided to encourage and attiaattitipation of

new private enterprises in priority areas of the above mentioned sectors. Iredhisl,
coordinated and concerted efforts will Ipeade to addressthe constraints that hider the
development othe domestiqorivate sector, particularly problems related to management and
leadership skills, technology and finartbeoughappropriateinterventions In addition to these,
creating conducive environment that encouragetnershipof domestic and foreigmrivate
investors ighe otherarm of strategyto be implemented. These efforts will be vitakteengthen

the capacity of domestic privasector through management skill development and technology
transfer.

In GTP Il implementation period, in line with the above mentioned private sector development
strategies, multtrack approaches will be pursued to transform dbenestic private sector.
Firstly, small manufacturingenterprises will be nurtured and supported for their transition to
medium and lage-scale manufacturingenterprises. Secondlgonducive environment will be
created to ensure thabnstruction companiesvest in the manufacturingndustry In this
regard, domestic investors in the construcioirsector will be encouraged to establish their
own manufacturingfirms that produce constructiomaterialsfor their own projects andfor

supply to the rest of theconany. Third, strategic directions will be pursued to redirect and
encourage trade and service enterprises to shift their investment to the manufacturing sector for
sustained growth and economic structural transformation. Integrated implementation of these
strategies is expected to bring acatalysethe transformation of thdomestic private sector in
theyearsto come
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1.4.4. Build the capacity of the domestic construction industry, bridge critical
infrastructure gaps with particular focus on ensuring the quality of infrastructure services
through strengthening the implementation capacity of the constructiomndustry .

Infrastructure investment is necessary for a country to industrialize and to create competitive and
productive economy. From a developmemrspective, infrastructure offers two benefits: it
raises productivity and reduces the cost of private production, and it has a significant effect on
the incomes and welfare of the poor by reducingscés access markets, raising returns on
existing asss, facilitating human capital accumulation, and facilitating agglomeration
economies and the dissemination of knowledgesell-designed infrastructure econorofyscale
reduces costs of trade and is thus central to specialization and the efficient iprodnct
consumption of goods and services. It is a vital ingredient to economic growth and development,
which is the key to raising living standards. In this regtre,government has made significant
stride to expand the economic infrastructure and setiencouraging results during the Ksb

decade However, infrastructure deficit is still a challengend hence GTP Il accords due
attention to infrastructure development

GTP Il has also articulated the strategiequired to address thehallengesenvisaged in the
delivery d infrastructural developmenttirst, the infrastructure developmeprogramsdemand
huge financial resources both in the fornfakignexchange and domestarrency. The public
sector faces budget constraints and so can balgxpected to fundomeproportion ofthe
investmentswhile the domestic private sector is still not very resilient to make up this finance
gap. Second although efforts have been made to build the capacity otdhstruction and
engineering industrythere is still inadequate domestic capacity in this setttodeliver the
infrastructure projectddence the country may need to rely on foreign capacity in designing and
building mega projects in the short and mediiemm. Finally, the management of the
infrastructure projects after their completion to make sure that they render services efficiently
and effectively requires institutional transformation.

During theperiod of GTP I, drategiesare devisedo tackle the problems that the infrastructure
devdopment faces. For further expansion of infrastructure development, strengths and
challenges of the last five years has to be taken into consideration to inform the current programs
and directionsFirst, to address financial constraints, the focus isrdeashinghe potentials of
domesticsourcesin the form of tax revenue amtbmestic saving mobilizations. The focus on
export development is meant to support the financing of the rapid economic growth including
infrastructure development. In addition,iei#nt import substitutiorof goods and services will

be encouraged talleviate the foreign currencshortagesof the country A comprehensive
capacity building and transformation program of the domestic construction industry will be
drafted and implenmed to address the challenge of limited project planning, management and
delivery capacity in the country. Private domestic construcfions and consulting and
engineering firms will be supported to enhance their technical capacity and their compesgive

in the marketThe lack of qualifiechuman powewill be addressed through promoting science
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and technology education in universities and colleges. Moreewbgncing project financing

and management capagitypromoting knowledge and technologyansformation in the
infrastructur al sector are essenti al tasks to
creating productive and competitive econoriifie role of the private sector in infrastructure
development will also be strengthened dgriGTPII implementation period. Foreign investors

will also be highly encouraged to invest in the sector so as to benefit from knowledge and
technology transfer. Besidgyblic private partnership will be pursued in selected infrastructure
to harness témology and financial potentials speed up the progress of the sedtmally, the
undergoing institutional reform in the utility and infrastructure companies will be consolidated
with the objective of transforming them into entities teticiently and effectively support the
accelerated growth and transformation agenda of the country.

Overall infrastructure developments will be aggressively expanded throughout the country
during the next five years. This development is envisioned to have pagilivever effects in
attracting investment, creating market opportunities, reducing transaction costs, enhancing
competitiveness and strengthening regional economic integration. The infrastructure dimension
of the post 2015 development agenda (SDGs) esiaternalized in this plan.

The expansion of public and private investment in the infrastructure sector has created conducive
environment for the construoh boom that has been witnessedha country during the last
several years. The Government irii@ various programs to enhance the capacity of the sector
and to create eompetentonstructionndustry For this, the government has already formulated
construction policy frame work to guide the development of the industitiough the
construction mdustry is growing and contributirfgr the development o¥arious dimensions of

the economy, it is constrained by problems; such as, lack of implementation capacity,
integration, developing adequate local capacity, and mobilizing adequate resousressimoft
finance, equipment and human resources; low technological base; gaps in effectiveness and
international competitiveness; gaps in increasing the sbfarevork opportunities for local
contractors and consultants and in applying environmentallydfgieproducts and practices;
improper utilization of resources; inefficiency in harmonizing the different laws and regulations
governing the construction industry. The construction industry has aed still is highly
susceptible corruption. This is alsnenf the majorchallenges

The cumulative result of these problems has impeded the productivity and competitiveness of the
productive sectors of the economy.ushon the one hand, promoting competitiveness using the
increased effective demand in the straction sector as an opportunity; on the other hand,
creating developmental investors will be given due consideration during the IGEPod. In

sum, improving construction project management and providing skillethn powemwith the
required numbeandskill profile are strategic directions that will be pursued du@GidP 1.
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1.4.5. Properly manage and administer the ogoing rapid urbanization to unlock its
potential for sustaining growth and structural transformation of the economy.

The rate of urbanization in Ethiopia, compared with the average for sub Saharan Africa, is still
low. However, existing cities, new urban areas that emerged as a result of uabidnd
agricultural development are expanding rapidly. Thigidaurbanization requireso be well
planned in order to unleasie opportunitiesit brings to support the growth acceleration,
industrialization and structural change of #sonomy. If this urban growth is not managed and
guided through properly prepareurban plans, itcould become counterproductiveo the
development effost of the country

If the anticipated rapid urbanizationnst guided by a welérticulated medium and long term
urban development plait, could result in an urban structure thaflaved in design, and will

also be accompanied by a host of problems, such as unemployment and underemployment, a
burgeoning informal sector, deteriorating infrastructure and service delivery capacity,
overcrowding, environmental degradation, and an abotgsing shortage. If the ajoing
urbanization is not managed properly, such artaordinated urbanization will increase costs
associated with addressing socetonomic and environmental problelaading todiversion of
economic resources to mitigatlkeese problemsin addition, reactively managed urbanization
could result in missedpportunity to use urbanization as an engine for economic grawth,
create disparity between urban and rural quality and availability of social facilitigeneral

sudh cities would not be able to support the envisioned transformation agenda through
facilitating andstrengthening ruralirban linkages.

To address the challenges that will be posed by rapid urbanization, creating the correct hierarchy
and spatial configation of attractive and viable urbaantreghat provide conditionfavourable

for economic growth is needed. Urban areas if planned well can efficiently distribute and
agglomerate compatible economic activity, create attractive communities in whiicte,toide
resources more efficiently and do so through improving connectivity between places and
increasing their attraction to the commer@avironment. For this, durinGTP II, urbancentres

will be effectively managed to enable them actastresfor capital,labourand talent, provide
equitable opportunities for its citizens and acts as an engine of growth for economic
development. In additiorgtrategic planning of urbaoentreswill be carried outto develop an
effective and wetfunctioning urban system: high density areas, miregjhbourhoodshigh
capacity public transport and smarter, more efficient buildings and utilities.

During theperiod of GTP II, the development and planning of urbareaswill be aligned with

the national strategies of the country. The urban development activities should stimulate and
drive economic growth, low carbon emissions and poverty reducBesides embedding
liveability into cities, through clean and decetnests, sustainably planted areas and open spaces
contributes to the green cities components of the Climate Resilient Green Economy strategy.
Furthermore, urban areas with compatible land use plans will be proposed that can act as
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agricultural processinguins and serve more rural locations, including acting as bases for
emerging national businesses and micro, small and meslzed enterprise@MSMES). Urban

areas are also designed to bring together different emerging sectors and industries through
allocaton of urban lands to build edoendly industrial parks facilitating the identification of
linkages and economies of scale that comes with agglomeration. They are also able to leverage
greater trade influence and build access to regional and internahaniets through increased
density of industry and economic activity.

To sum up, the national policies and strategies; such as, building resilient green economy,
boosting manufacturing sector through clustering and industry park development, inclusive

growth and structural transformation, employment generation and poverty reduction, women and

youth packages and urban agriculture growth strategies, housing and other social and physical
infrastructure provisions, democratization and good governance, resmalgiéization and

public participation will be implemented in line with urbanization directions of the country.

1.4.6 Acceleratesustainablehuman development and technological capacity building.

Sustainable economic growth and transformation demands a healthy workforce equipped with
the knowledge and skills to be highly productive andj¢éoerate innovations indenologies,
processes, products, and services. For this, the development of humaceesmpabilities is
crucial to ensure broad based growth through improving the incomecbhiding the
marginalized sections of the society by enabling them to participate in economic activities. The
development of human resource capabilities will besrlimked with proper technological
development and utilization. This in turn depends on producing skillestanpowerthat can

easily familiarize and utilize technological developments properly. Thus, ensuring quality and
accessible education and healthrvees and augmenting the innovation skills through
encouragingResearch an®evelopmeniR&D) activities in the public and private sectors are
needed to develop the human resource capabilities.

To turn the growinglabourforce of the country intanimportant driver ofindustrialization and
econonic growthand tomaximise orthe population dividend of the nation, education and skill
development play a significant role. To this end, ensuring universal primary education, boosting
secondary and tertiagnroiments improving the qualityand relevancef education increasing

the scientific and technological orientation of the education system and aligning it to the needs of
the economy, developing vocational, technical, and polytechnic educatiosy@malting orthe

job training and continuing education are major strategic areas that will be given emphasis.
Private and public sector enterprises, government and other educationaleanchrasstitutions

will work in a coordinated manner to designitiag programs that match the skill demands of

the economy and to produbamanpowerwith practical skills.

The other element that will be given greater consideration to enhance the productitigy of
labourforce is health. In line with thighe primay focus would remain on rendering high quality
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preventiveprimary health care services for all. In additi@urative and rehabilitative health
services of sufficient quality will be delivered and expandHie use ofhealthcareservices
shouldnot exposehe uses to financial hardshipand hence the social and community based
health insurance systems will be expandadaddition, quality and safety will also be observed

as key issues in establishing and delivering accessible, effective and respoakivesystems

aiming at providing humanentred equitable and high quality health care for all that results
improvements in health and productivity of the society in general and the work force i
particular. Therefore, durinGTP I, expansion of healtfacilities, enhancing the capacities of
health care professionals, increasing water and sanitation coverage will be carried out to produce
a healthy and productive work force.

The other main area that will be given particular attention in terms of engdnaiman resource
capabilities is technology development. Incentive packages will be provided to encourage
research and development both in the public and private sectors to augment technology
innovation and invention capabilities. Research institutionsufaaturing industries and service
delivery institutions will become technology hubs where intensive researches are conducted and
new inventions are produced to address productivity, quality, competitiveness and
entepreneurial constraints of tipeoductive sectors.

In GTP Il special focus will also be given to aligning technological transformation with the
development stages of the country; establishing and supporting institutions that innovate and
invent technology and conduct research and developmedigenous knowledge and
experience, particularly in areas like agricultural development, traditional medicine and
treatment; and for promoting knowledge and skill to copy, adopt, utilize and manage technology
transformation. To this end, the governmeiiit facilitate and provide financial, technical and
management support for proper functioning, and stringent monitoring and evaluation will be
employed for the proper implementation of science and innovation policy and strategy.

1.4.7. Establish democraticand good governance through enhancing implementation
capacity of the public sector and mobilization of public participation

Ethiopia has registered impressive economic and social development over ttveopestade

through effective implementation okisting polices and strategies. Activities under taken to
mobilize the public in an organized manner have shown so far encouraging results. However, the
hitherto assessment of outcomes on good governance irsditatehere is yet a lot to be done
judgedagainst the plan and public expectasidRobust activities shid be undertaken to ensure

the supremacy of developmental gagmlrernance through active engagement and participation

of the public at large. Therefore, participatory, coordinated and cohactrities will be
implemented to deepen and strengthen the good governance agend&eéu@n@ll period.

Corruption and rent seeking are identified as the main impediments to overalesoommic
development. Hence, strengthening implementationatigpeat all levels of government structure
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through effective implementation of existing policies and strategies to eliminate these short
comings will be pursued during the next five years. Similarly, major emphasis will also be given
to strengthening theedelopmental leadership and enhancing capacity of the civil service at all
levels aimed at facilitating and strengthening stable democratic and developmental state that
enables sustaining shared prosperity @avetalldevelopment in the country.

In pursuing public sector reform programs, particular attention will be given for the full
implementationand deepeningof the reform process and creation of platform to render it
become organizational culture. In this regard, the focus will be on radically improving the tax
and land administration, public procuremeptiblic financial management, project contract
administraton, combating corruption and rent seeking, and strengthening and nurturing reforms
being implemented in trade competitiveness.

The government will make efforts to improving tax administration system supported by modern
information system whereby the incormed property of the tax payer is well determined, legally
recognized and protected. Custom activities are strengthened and automated to facilitate equally
competitive environment for developmental investors. In additica pfisash register machines

in recordingtransactionsvill be reinforced.

Spearhead modern and effective urban land development administration, which enables to
register and fully account for urban land and the real properties on the land, to record and
ascertain property right claimsnahe land,andto protect illegal occupation of land will be
further implemented using modern land management information systems. Based on this
information, systems that ensure proper allocation and utilization of land througlegkupply

will be desgned and implementedRarticular attention will be given to income registration,
property and land administration systems to promote accountability and transparency for shared
prosperity. Citizens National Identification number will be prepared in thefivexyears. Other

vital event statisticsMarriage Birth, Death etc) systems are also to be developedsifiP I

period.

Similarly, duringGTP 1l period, concerted efforts will be made to enhance the implementation
capacity of the public sector, mdibing public participation, promoting, and building a
democratic culture. To this effect, t he House
of Federation, the National Electoral Board and its branch offibe€thiopian Human Rights
Commisson, Institute of the Ombudsmarfederal Audit and educational and research
institutions will work closely to discharge on their mandates in their respective area of
competence dr effective implementation anddeepening the democratic culture and
developmatal good governance.

During theGTP Il period, particular attention will be given to strengthening the legislative and
oversight capacity of federal and regional councils. Due emphasis will also be gireda
and Kebelecouncils to increase public gigipation and democratization process. Furthermore,
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coordinated and rigorous effort will be made to sustain and strengthen federalism and promote
mutual understanding among nations nationalities and peoples of Ethiopia that ensure the
aspiration of builthg one economic and political community witlardiederal system. Similarly,
emphasis will be given to developing tolerance and shared values, deepen secularism and
equality of religion, eliminate extremism that deters the progress of developmental good
governance and harm stable democratic federal system of the country.

Massive public mobilization will be made through schools, religious organizations, different
government organizations, research institutions, civil societies and professional asscamations
public and privatéMediasto further deepen and strength@ational consensus aimed at ensuring
one economic and political community. Consultations and debates will be conducted among
political parties including those that do not have parliamentaayss@ the parliament, to
facilitate their contribution to the development and democratization process of the country.
Similarly media, both print and electronic, will organize consultation plagevitih government
thereby their role in the strengtheniagd realization of democracy and good governance will be
ascertained.

On the other hand, durif@TP Il period, supportive activities will be undertaken to enhance the

role of civil societies charitiesand professional associationsdimengtherthe demaratization

and developmerytrocesss In this regardfavourablecondition will be created to encourage the
participation of professionassociationscharitiesand civil societies, particularlynassbased
organization ofyouth, women and developmental nvest or sé associati ons
professional andhassbased associations will be capacitated to promote their contribution to the
overall development, good governance and democratization process of the nation.

1.4.8. Promote women and youthempowerment, ensure their participation in the
development processnd equity in the developmentoutcomes.

In developing countries like Ethiopia, women famaltitude ofchallenges such as, poverty and
unemployment, illiteracy and inequality in education, heavy workload, unequal division of
labour, unequal power relationships alrited participation in leadership amgcisionmaking.

To circumvent these challeng&3TP Il envisagestrengtheninghe empowerment of womeso
asto ensure their active participation the political, social and economiprocesseshat are
taking place in the countryrhe onrgoing schemes dfredit and marketingupports to women
entrepreneurand businessewill be strengthenedo promote the economic empowerment of
women All public developmentprogramswill be desigred in such a way that they engage
women and ensut@eir equity in theoutcomeof suchprograms. In addition, emphasis will also
be given tomore effective execution afomen and youth packages and for their integrations to
facilitate all round engagementwbmenandyouth

During GTP I, the political empowerment of women will be effectday establishing
mechanisms for women's equal participation and equitable representation at all levels of the
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political process and public life in society critical element in this endeavour is promoting
women organizations thatticulateand advanc&vomend soncernsneedsandpriority agendas,

and that influence public policies and action&.well-established empowering tool is education,

and hence GTP Il aims to take the achievements in girls and women education thus far to the
next level. Thusvomens potentialwill be unleashedhrough education, skill development and
employment,which in turn will be ofparamount importancen the elimination of poverty,
illiteracy and ill health among women. In addition, the empowerment of women will be achieved
through adopting appropriate measures to improve women's ability to earn income beyond
traditional occupations, achieve economic-selfance,ensure equal rights in land use and asset
ownership,and ensure women's equal access tdaheurmarket and social security systems.
Furthermore,GTP Il aims toeliminate violence and harmful traditional practices including
female genitalmutilation early marriage and childbearing, gentlased violence, forced
marriage, wife inheritancestc. The measures to be taken towards this end include public
education and veareness creatiomprograms, public mobilization and particularly women
engagemenin the fights against such practices, awdft enforcement ofegal measures for
criminal practices against women. In sum, all round effai be made tofurther empower
womenduring theGTP 1l period.

The empowerment of the youth during GTP Il willrpuwe largely similar strategies as those
described for women above. Youth organizatiaill be promoted and capacitated to influence

public policies and action§heyout hés al | round capacity wil/
them participate in organized manner in the democratization, good governance, social and
cultural development endeavours of the country thereby benefiting from the achievements of
these developmeractivities. The youth as adevelopment and democrafiarce will further be
economically empowered througlguippng themwith the necessarknowledge and skills that

enable them to productively engagethie economyThe planned investments in improvitige

quality of Hgher education institutionand TVET will unleash the potential of theuthsby
improving their technical and practical knowledge and skill in science, technology and
innovations. Thissmpowers the youth arehables them to contribute tioe productivity of the
economy.The onrgoing strategies of job creation and entrepreneurship programs will further be
consolidated to address the unemployment challenges among the youth and thereby to enhance
the economic empowerment of the youth. Ineyal, youth and women agendas incorporated in

the post2015 development agendas and Agenda 2063 are appropriately mainstreamed in GTP 1.

1.4.9. Building climate resilient green economy

Climate and development are strongly interlinked. VideBignedpolicies in these areas can
make growth and climate objectives compatible and mutually reinforcing in both the short and
medium term. In the long term, if climate change is not tackled, growth itselbavidt risk.
Ethiopia is currently in a very stromgpsition of having very low emissions per capita, huge
renewable heat and electricity resources and the oppiyrtio address climate riskstonthe

short term that result from owtated fossil fuel technology and seek clean and renewable
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alternatives. T Government has recognizits and plays a leang role in driving theclimate
resilientgreen economy agenda.

Somestudies indicate that by 2050 the temperature of the cooatig increase in the range of

1.7 to 2.1degree Celsiugnless appropriate itigation measures are takerhis incidencevould
aggravate food insecurity, spread transmitted diseases in the form of epidemic, and cause
degradation of land resources and destruction of infrastructurestclionvent this challenge

line with the vision of the country Ethiopia designedhe climate resilient green economy
(CRGE) strategy andhas beenimplemening it with strong commitmentEncouraging results

have been gainedhus farin generating energy from renewable sources, as well as in
participatory and communitpasednatural resource conservation aoasin developmentThe
community based natural resource conservation and development progragia havecreated
opportunites for ruralyouth and womerto engage in high value agriculturahd agreforestry
businessctivities.GTP Il envisions to carrgn the execution of these effective elements of the
CRGE strategy.Duringthe GTP I period, reducing greenhouse gas emission through enhanced
crop and livestock production that improve fassturity and income of farmers and pastoralists;
natural resource development, forest protection and reforestation programs, haateen
economic and ecological advantages of forests; expanding electricity power generation from
renewable sources of engripr domestic and regional markets; leapfrogging to modern and
energy efficient technologies in transport, industry and constructions are the basic strategies of
building climate resiliengreeneconomy

In building green economy, the green economy agemdhk be rigorously mainstreasd in

macro and sector plans, programs and pragjects will beregularlymonitored and evaluad to

ensure accountability at all level®rganized and integrated efforts will be exerted to build
strong institutions that can realize the green economy objectives of the country, mobilize
resources to finance the green economy programs and projects and that can strengthen and
facilitate publc private partnership and internatioreoperationon the agenda. In addition,
research institutions thavork on green economy will be promoted whereby knowledge and
technology transfer is facilitated.

1.5. SelectedsTPII macroeconomic, social and ecomoic development targets

Selected macroeconomiegonomic and sociatievelopment targetachieved by the end of the
first Growth and Transformation Plan Implementation Period (2014/15) and projections
envisioned to be reached by the end of the Secondt@rand Transformation Plan (2019/20)
aredepicted in Table 1.elow.
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Table 1.1: Selected GTPIITargets

. Unit of | Baseline year| Plan targets
NG, | s leleet; measurement | (2014/15) (2019/203
1. Macroeconomic indicators
1.1 | The Macro Economy
Real GDP Growth Rate percent 10.2 11.00
Agriculture and Allied Sectors Growth rate percent 6.4 8.0
Industry Sector Growth rate percent 23.5 20
Manufacturing Growth rate percent 21.4 21.9
Service sector Growth rate percent 10.2 10
Per capita income@CMP Us dollar 691 1,177
Gross Domestic Investment as share of GDP percent 39.3 41.3
Gross Domestic Saving as share of GDP percent 21.8 29.6
Export of Goods and nonfactor Services ashare of GDP percent 9.7 20.6
Import of Goods and nonfactor Services as share of GDP percent 27.1 32.3
Resource gap as a share of GDP percent -17.4 -11.7
1.2 | public finance
Domestic Revenue as share of GDP @CMP percent 15.0 19.1
Tax Revenueas share of GDP @CMP percent 13.3 17.2
Total Expenditure as share of GDP @CMP percent 18.5 22.6
Capital Expenditure as share of GDP @CMP percent 9.4 13.4
Recurrent Expenditure as share of GDP @CMP percent 9.1 8.7
Total Poverty-oriented Expenditure as share of GDP percent 12.3 15.4
Budget Deficit as share of GDP (@Market Price) percent -2.5 -3.0
1.3 | Poverty and Welfare
Total Poverty Head count percent 23.4 16.7
1.4 | Population and development
Total Unemployment Rate percent 4.1 3.5
Urban unemployment rate percent 16.1 12.2
Total Dependency Ratio Per100 77 70
1.5 | Financial Sector
Number of Bank Branches Number 2868 5,736
Share of Kebeles launching micro finance institutions from total
percent 50
rural kebeles
1.6 Export
Manufacturing Export Revenue as share of GDP percent 0.6 3.0
Agricultural production Export Revenue as share of GDP percent 3.6 6.5
Manufacturing Export as share of Total Merchandise Export| percent 125 25 6
Value ' '
Merchandise Export as Share of GDP @ CMP percent 4.9 11.8
1.7 | Productivity, quality and competitiveness
labor force employed inagriculture and allied sectors Number 31,752,000 33,371,573
Share of agriculture and allied sectors employment from total percent 74 68
employment
Productivity per worker in the agricultural and allied sectors GVA/ worker 8437 11771
labor force employed in medium and manufacturing sector Number 380,000 757,600
Share of mediumand manufacturing sector employment from
total employment ° P percent ohe 2
Productivity per worker in medium and large scale GVA/worker 68.158 91,869

manufacturing sectors

% Growth rates are annual average rates for the period 202611520

% Estimate based on Growth Elasticity of poverty reduction
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Unit of

Baseline year

Plan targets

e, | Sesien Ineleio; measurement | (2014/15) (2019/20%
2. Agriculture and Rural Transformation
Share of Agriculture and allied Sectors to GDP percent 38.5 33.5
2.1 | Crop Production and Productivity
Major Crops Production Min/qt 270.3 406
Major Crops productivity gt/ha 21.5 27.3
Cane Productivity gt/ha 29.0 42.64
Cereals productivity gt/ha 21.1 31
Pulses productivity gt/ha 17.2 23
Qil seeds productivity gt/ha 9 12.7
Coffee productivity gt/ha 7.48 11.0
Coffee production 1000tons 420 1,045.05
2.2 | Natural Resource Conservation and Utilization
Area of Land Rehabilitated Min/ha 10.86 22.5
Area of Land developed with community based water shad({ Min/ha
development Program 12.162 41.35
Area of Land developed with modern small scale irrigation| Min/ha
schemes 2.3 4.1
2.3 | Food Security, Disaster Prevention and Preparedness
Food Reserve to enhancdisasterprevention capacity Thnd/tons 405 1,500
Farmers beneficiaries of productive safety net program Min/number 3.4 8.3
Household headed farmers that graduated from productive
Min/number
safety net program 0.049 1.0
2.4 | Agricultural Input Supply and Utilization
supply of Improved seeds Million quintal 1,873,778 3,559,924
supply of Chemical Fertilizers Metric/tons 1,223,309 2,062,106
2.5 | Agriculture extension service
Total number of farmers receivingextension service Thnd/number 10090 16776
Male headed farming households received extension servic{ Thnd/number 7,854 9,674
Female headed farming households received Extension Thnd/number
. 5,325
service 3,927
Total number of pastoralistsreceived extension service Thnd/number 510 892
Male headed pastoral households received extension servic| Thnd/number 308 502
Female headed pastoral households received Extension Thnd/number 267
service 153
Proportion of Rural women farmers who benefited from | percent 30
extension service. 20
2.6 Climate Resilient Green Economy Development
sha_re of prpjects/programs that passes through social an percent 100
environment impact assessment 100
Forest Coverage percent 15.5 20
Reduced GHG emission Min/Metric tons 147
3. Industry
Share of Industry in GDP percent 15.1 22.3
Share of Manufacturing industry in GDP percent 4.8 8.0
Share of Medium and Large scale Manufacturing industry in| percent
GDP 3.8 5.9
Employment opportunities created by medium and large Number
manufacturing industry 380,000 758,000
4 Infrastructure Development
4.1 Road
Length of all-weatherroads Km 110,414 220,000
Average time taken to reach all weather roads hour 1.7 0.8
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Unit of

Baseline year

Plan targets

e, | Sesien Ineleio; measurement | (2014/15) (2019/20%
Areas Further than 5 km from all-weather roads percent 33.6 13.5
Roads in acceptable (fair + good) condition percent 70 80
Ratio of Paved roads percent 13 16
Road density km/1000km2 100.4 200

km/1000populat 23
Road density ion 1.2 '

4.2 Energy
Electricity service coverage percent 60 90
Power generating capacity MW 4,180 17,347
Length of distribution lines construction Km 16,018 21,728
Customers with access to electric power service Min/number 2.31 6.955
Annual per capita electricity consumption GWS 86 1,269

4.3 | Telecommunication
Telephone density (Fixed Lines) percent 0.92 54.0
Telephone subscribers (Fixed Lines) MIn/number 0.837 104
Mobile telephone subscribers MIn/number 38.8 103.6
Internet service subscribers Min/number 9.4 56.0
Mobile telephone coverage percent 43.9 100
Broad band internet and data service subscribers Min/number 1.59 39.1
Narrow band internet and data service subscribers Min/number 8 16.9

4.4 | Water
Overall potable water supply coverage as per GTPII standards | percent 58 83
Rural potable water supply coverage as per GTPII standards percent 59 85
Urban Potable water supply coverage as per GTPII standards | percent 51 75
Area of land developed with large and medium irrigation| ha 658,340 954,000
schemes

4.5 | Transport and Logistics Service
Logistics performance index Number 2.59 3.07
Average time spent across borders for imported goods Day 40 3
Share of logisticsexpenditure in GDP percent 30 22
General cargo carried by multrmodal transport system| percent 35 20
coverage
Inland packed export goods freight vessels percent 7 100
Fatality rate per 10,000 vehicles Number 60 27

5 Urban development, Housing andConstruction
Jobs opportunity created through urban productive safety net| Number 717,114
program
Urban food insecure communities that get direct support Number 1,017,056
Urban residential houses constructed Number 174,190 750,000
Green areadevelopment and public recreation land utilization| percent 30
coverage
industrial parks Number 2 7

6 Construction industry
Improved and cost saving construction inputs and technologies| Number 30
Internationally competitive contractors Number 41 100
Internationally competitive consultants Number 35 50
Proportion of construction inputs supplied through domestic| percent 0 80
manufactures

7. Human Resource Development

7.1 | Education and Training
Pre-primary school gross enrollment rate percent 39 80
Net primary school(1-8) enrollment percent 96.9 100
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Primary school 1st cycle(14) gender diversity ratio percent 0.93 0.99
Secondary $hool 1st cycle(910) gross enroliment rate percent 40.5 79
Secondary Shool 2nd cycle(1112) gross enrollment rate percent 11.12 12
Primary school special need enrollment rate percent 4.4 15
Adult education participation rate percent 74.4 100
Share of 1st cycle(#4) primary school certified teachers percent 71.37 95
Share of 2nd cycle(8) primary school certified teachers percent 71.37 95
Primary school(1-8) completion rate percent 52.2 74
Share of 1st and 2nd cycle 22) high school certified teachers | percent 87.3 100
grade one dropout rate percent 18 5
Number of TVET trainees Number 238,584 606,142
Number of TVET institutions Number 1,329 1,778
Undergraduate program admission capacity Number 755,244 1,106,287
Proportion of Female students in under graduate program percent 32 45
7.2 | Health
Health service coverage percent 98 100
Under five mortality rate per 1000 live births Number 64 30
Infant mortality rate per 1000 live births Number 44 20
Maternal mortality rate per 100000 live births Number 420 199
Neonatal mortality rate per 1000 live births Number 28 10
Life expectancy Year 64 69
Contraceptive prevalence rate (CPR) percent 42 55
Deliveries attended by skilled health personnel percent 60.7 90
Stunting rate percent 40 26
Wasting rate percent 9 4.9
Pentavalent 3 vaccination coverage percent 94 98
Male and female headed households with access to improv{ percent
toilet facility coverage 28 82
HIV/AIDS incidence rate percent 0.03 0.01
Households using iodized salt coverage percent 15 80
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[I. Macroeconomic Plan
2.1 Macroeconomic Policy Objective

Major macroeconomic policy objectives GTPII are sustaiing rapidand inclusive economic
growth within a stable macroeconomic environmdntluding maintaininga stable and low
inflation, ensuring structural transformation in the econpoonsolidating the gains in human
development andeducing poverty and unemployment as well asenhancing the share of
investment analomesticsaving in GDP. Within these basic objectives, lenpentation of the
fiscal policy will be carried out so as teaintain sustainable level and financing of fisgeficit
through effective mobilization of domestic revenue, efficient utilization of resqueras
managing public debt within a stable macroeconomic environment.

During the GTP Il period, monetary and exchange rate policy will be implemented in a
framework toensure stablenflation and give economic units a long term perspective in a
manner constent with the objectives of increasing production and employment; and of ensuring
price stability by enhancing productivity and competitiveness of the economy. In addition, in
order to ensure structural transformation in the economy, reallocation afsfatproduction;
diversification, upgrading, and deepening of the production and export baskets; use of new
production methods and processes and different inputs; urbanization; and social transformation
will be pursued during the plan periddverall GTP I, built on the progress and achievements

of GTPI, is aimed at achieving the following macroeconomic objectives:

i) Maintaining doubledigit averageeconomic growthrate of 11 percent per annum
(base case scenario).
i) Ensure structural transformationtbe economy

iii) Maintaining Macroeconomic Stability

1 Keeping annual average inflation rate within single digit

1 Enhancing export competitiveness through creating conductive environment within a
stable foreign exchange regime

1 Maintaining budget deficit belo 3% of GDP on average

1 Increasing the share of domestic revenue in GDP to 19.1 percent by the end of the
plan period

iv) Increasing the share of gross domestic saving in GDP to 29.6 percent and by so doing
increasing the share of gross domestic investimme@®DP to 41.3 percent by the end
of the plan period
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2.2. Economic Growth

During the GTP Il period, it is projected that GDP will grow on average by 11 percent per
annum under the base case scenario. Albeit challenging, this level of growth is believed to be
attainable given the growth trend sustained during the last 12 years ending in 2014Hb.

level of sectors, average growth rate of the value added is projected to increase at 8 percent per
annum for agriculture, 20 percent for industry and 10.1 percent for sefVatae 2.1).

Table 2.1: GDP growth rate under base case scenario (in %alued at 2010/11 price

Average Base year Forecast Average
Performance
Sector 2010/11- 2015/16
Sola/is | 2014/15 | 2015/16| 2016/17| 2017/18| 2018/19| 2019/20| 502 2
Agriculture  and  allied 6.6 6.4 8.2 8.0 7.9 7.9 78 8.0
Activities
Industry 20.2 21.7 21.8 20.6 200 | 191 | 184 20.0
Manufacturing 14.7 15.8 20.2 21.3 220 | 227 | 234 21.9
Large and medium scale 19.2 203 200 | 213 | 218 | 226 | 234 | 218
Manufacturing
Small and micro 42 2.9 210 | 213 | 226 | 230 | 235 22.3
Manufacturing
Service 108 10.2 103 102 101 | 100 9.6 10.1
(Gc';rgff) Domestic  Produd 10.1 10.2 11.2 11.1 11.1 11.0 10.8 11.0

Base case growth scenario

According to the basease scenarjdhe economy iprojectedto increase at an annual average
rate of 11% over the plan period under the base case scértatrategies to be implemented

to support the growth during the plan period includmong otherscommercialization and
productivity growth of small holdergriculture, promotion of private investment in light
manufacturing andctive involvement of the private sector in thesralleconomy; enhancement

in the human resource capabilities; imEment inproductivity and efficiency and infrastructure
developmat. It is assumed also that the additional implementation capacity created over the last
five years of rapid growth will support bettenplementation ofthe economic policiesand
thereby also of the achievement of the growth target set under the basearzméo. @®bal
economic prospectwith thei ncr ease i n the numb elay credte afi wor | d
opportuni ty ordanic agriedltdracanmoddiegsand emerginglight manufacturing
products GTP Il therefore envisiorsustaining the radigrowth of GDP registered ovethe past

five years.

In terms of the sectoral composition of growth, all sectors of the economy are expected to
expand during the Plan period. The agriculture sector is projected to maintain its growth
momentum of 8% per anm supported by modernization in the food crop, livestock,
horticulture and industrial and export commodity subsectors. In line with this, emphasis will be
given to agricultural production and productivity growth through scalimdest practices of
modelfarmers and replicating treameto other farmers. In addition, farmers will be encouraged
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to engage themselves in the production of high value commaqditiele large scale commercial
farmingwill also be encouraged

Industry is projected to grow at anraial average rate 20 percent surpassing the growth rate of
all other sectors. This growth is to be realized through the projected 21.9 percent growth rate in
the manufacturingub sector; 31.6 percent in electric, gas and water; 15.4 percent growth in
corstruction; and 32.8 percent growth in mining. Investment in the industrial sector, especially
investments in the manufacturing sector, will be focusing on export promoting and import
substituting suisectors.

To achieve the main targets of the sectorustdal parks will be constructed in strategic
development corridors of the country during G€P Il period. These parks, with all necessary
social and infrastructure services and trade logistics facilities, are expected to create conducive
environment for boosting investments in the manufacturing sector and to promote export
processing to the higher lelv Moreover, comprehensive measures such as addressing financial
constraints through the regional lease financing institutions and the Development Bank of
Ethiopia; alleviating marketing and financial constraints of Small and Medium Enterprises
(SMEs); takling market access problems of SMEs through creating market linkage with local
industries; and i mproving the countryés capac
distribution will largely be undertaken to foster the growth, productivity @mdpetitiveness of

the sector during the plan period. On top of that, the electricity subsector of the economy is
expected to generate foreign currency.

The services sector is projectéal grow by 10.1 percent per annum during it@n period This

growth will be highly driven by the wholesale and retail trade and transport sub sectors. In
addition, the hotels and restaurants subsector is expected to expand further owing to the
envisaged increase in tourist arrivals and receipts, while improvements iasaleoand retail
traderelated activities is expected to boost the transport and storage subsector. Moreover, in
order to ensure service sectordéds devel opment,
strengthen linkage between the tourism and atketors, particularly with hotel, transportation

and financial institutions.

Parallel with examining the above mentioned enabling conditions for grawdiysingthreats

and risk factors for growth will be given due consideration. In this regard, upaitgid natural
disaster, like that of drought, is likely to be timajor threat for achieving theconomic growth
target. The share of agriculture GDP is still significant and the remaining sedborise(,
industry and servicsector$ growth is also irfluenced by theperformance othe agricultural
sector. Thus, to mitigate the potential negative effect and sustain the growth monigetum,
transformation of smallholder agriculture to become more resilient to such shocks is critical.
Thus the orgoing malernization of agriculture through the agricultural extension system and
scaling up strategy, promotion of irrigation and water harvesting technologies, sustainable
pastoral community development, and natural resource conservation and developmentsstrategie
will be consolidated. In additiorpuilding disaster prevention and management capacity will be
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given emphasis during the plan period. To this end, the government has targeted increasing the
national food stock and foreign exchange reserves in an ajgteopranner.

The planned 11 percent annual average real GDP growth rate under the base case scenario during
the plan paod is consideredtobeabasa | est one for the realizatio
development objectives. Firstly, it is cruci@lo r achieving the countryc
lower middle income country by 2025. For this, tta@id, inclusive and sharedyrowth has
increasednational consensus on the key development strategies, and thereby enthanced
motivation andcommitment ofthe publicto actively participat in the developmentprocess

which in turn gives momentum and energy to
becoming a lower middle income econan®econdly, such fast growth will help strengthen the

g 0 v e r n mpacity tddelivecnaore social services and expand economic infrastructures both

in terms of quantity and quality. Third, such fast and bitweskd growth plasa pivotal role in

alleviating poverty and in generating employment.

In general, thesource ofthe 11 percent annual average real GDP growth rate is expected to be
broadbased In addition,such broaebasedyrowth is expected to be accompaniedabygelerated
growth of the manufacturing industry realizing desirable economic structural transfornmigtion.

this end, the country has set a vision to become a leader in light manufacturing in Africa and
among the leading countries in tverld. In order to realize the national visidhe government

is determined to encourage and attract domestic and gf@aéign direct investment in the
manufacturing sector. Addressing the main challenges that impede growth in the manufacturing
sector; providing appropriate policy support; and strengthening the participation of investors in
the sector through predictalded transparenhcentiveschemesare the major strategic direction

to be pursued during the plan period to speed up growth and transformatiomatgtey

High case growth scenario

Although GTP Il is fully tuned by the base case scenario in which real GDP is projected to
increase at annual average rate of 11 percent as noted above, a high case growth scenario is also
considered. Under this scenario, the economy is planned to grow at annagkeavewth rate

of 12.2 percentThe basic assumption for the high case growth scenario is doubling major crop
production by scalinggp best practices of nargely bsaresalromer s 6
this, the agriculture sectaouldgrow at an anral average rate of 11.0 percent compared to that

of 8.0 percent under the base case growth scenariq.ihisn, is the outcome of the 16 percent
targeted growth rate in major crop productions, which has an estimated share of 40 percent of the
total vaue added of the agricultural sectom average Accordingly, without considering the
potential spill over effects of growth inmajor cropsproduction, the economy igrojectedto

grow at an annual average rate of 12.2 perdeatilé 2.2).
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Table 2.2: GDP growth rate under high case growth scenario (in percent)

Average Base Average annual
Performance |  year Projection growth rate
Sector 2010/1% 2014/15 | 2015/16 | 2016/17 | 2017/18 | 2018/19 | 2019/20 | 2015/162019/20
2014/15
Agriculture and Related 6.6 6.4 11.0 10.8 10.8 111 11.3 11.0
Activities
Industry 19.5 21.7 21.8 20.6 20.0 19.1 18.4 20.0
Manufacturing 14.7 15.8 20.2 21.3 22.0 22.7 23.4 21.9
Service 10.9 10.2 10.3 10.2 10.1 10.0 9.6 10.0
Gross Domestic Product (GDP) 10.1 10.2 12.4 12.3 12.3 12.3 12.0 12.2

2.3. Structural Change

Economic growthin Ethiopia hasso far beenrapid, broad based, ppoor and sustainable.
Despite the high and sustained growth, structural transformation has been slow. Structural
transformation idasicallycharacterized by reallocation of resources from low productivity to
high productivityeconomic activities

Recent trends indicate that the service sector has slowly taken over the lead from agriculture in
terms of its contribution to the gross domestieduct (GDP). During the plan period, the share

of manufacturing sector in GDP stagnated compared to the other sub sectors. Hence, bringing
about structural change of the economy will bekigobjective of GTP II. Structural change of

the economy is envisaged to be measured through two main indicators: (i) increasing the share of
manufacturingndustry in GDP; and (ii) increasing the share of export earnings in GDP. Overall,
these two signals are in turn presuntede realized largely through manufacturing expansion

and export diversification.

2.3.1.Increasing theshare of manufacturing industry in GDP

The assessment results ®TP | implementation lsowed that the share of agriculture in GDP
declined and the share of services sector has increased and surpassed that of agriculture in recent
years while the share of the industry sector showed only a modest increase (2 percentage point
over the base yealgrgely as a result of the expansion of the construatidastry The share of
manufacturingndustryin GDP has laggebehindthe GTP | target and is even considered to be

at a very low level compared to the SSA average.

By the end ofGTP Il period, manufacturing, which is expected to be the engine of the structural
transformation, is projected to grow at an annual average rate of 2WRBil&its share in GDP

is projected to pick up from 4.8 % in 2014/15 to 8.0 % by 20197B@ share othe industial
sector in generalill rise from 15.1 percent to 22.3 percehiring the same periodhe share of
agriculture in GDHs projected talecline from 38.5ercent to 33.5 percent, whillbe share of
services is projected to fall from 46.3 percent to 44.3 pe(Gatie 2.3).
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Table 2.3: Share of major economic sectors in GDP under base scenario in percent

Average Base

Sector Performance year Projection Average

2010/11- 2014/1 | 2015/16 | 2016/17 | 2017/18 | 2018/19 | 2019/20 2015/16-

2014/15 5 2019/20
AgricultureandRelated Activities 41.5 38.5 375 36.4 354 344 335 354
Industry 12.7 15.1 16.6 18.0 194 20.9 22.3 19.4
Manufacturing 4.3 4.8 5.2 5.7 6.2 6.9 8.0 6.3
Large and medium scale 3.1 3.7 4.0 4.4 4.8 5.3 5.9 4.9
Small and micro scale 1.2 1.1 1.2 1.3 14 1.6 1.8 14
Service 45.8 46.3 46.0 45.6 45.2 44.8 44.3 45.1
Gross Domestic Product (GDP) 100 100 100 100 100 100 100 100

During the coming decad#)e share of the manufacturing sector in GDP is expected to show a
fourfold increase from 4.8 % in 2014/15 to 18 % by 2025. For this to be redheeshunty has
envisioned to pursuexportorientedmanufacturingled industrializationOwing to the narra

base of the manufacturing sector, realization of the above vision requires a concerted effort of all
stakeholders participating in the sector. Thus, the government is determined to ensure a massive
expansion of investment andimprovement in productivity of manufacturing industry.
Accordingly, private investment in primarily export oriented light manufacturing will be
aggressively promotedn addition, the domesticprodudion of import itemsto saw foreign
exchange enhane value addition strengthening the metal and engineering industry and
enhancing technological transf@nd skill development variousindustrieswill be major areas

of endeavouduring theGTP Il period(Table 2.4)

Table24. GDPd6s share of s ceo®rsunderthe highgrowdhrscenarioc(in %)
Average Base year
Performance Projection Average
Sector 2010/11- 2014/15 | 2015/16 | 2016/17 | 2017/18 | 2018/19 | 2019/20 | 2015/16-
2014/15 2019/20
AgricultureandRelated Activities 41.5 39.1 38.6 38.1 37.6 37.2 36.9 37.7
Industry 12.7 15.1 16.6 18.0 19.4 20.9 22.3 19.4
Manufacturing 4.3 4.8 5.2 5.7 6.2 6.9 8.0 6.3
Service 45.8 46.3 46.0 45.6 45.2 44.8 44.3 45.1
Gross Domestic Product 100 100 100 100 100 100 100 100

Overall, with regard to structural changaccording to the base casesario Table 2.3), the

share of agricultural sector in GDP is projected to decline to 33.5 perc@0t.9/20, andurther
declineto 29.2 percent by 2025. On the other hand, the industry sector is expected to grow faster
than the remaining sectors and its share in GDP is expected to reach 22.3 percent by the end of
the plan period (2019/20) and further to 32 percent by 2025. The share of the service sector is
projected to decline slightly to 44.3 percent from its current lefvé6.3 percenin 2014/15.

Increasingthe share of merchandise exporin GDP

The second feature of the structural changexjsected to be manifested in increased role of
merchandise exports in the economyring GTP I period merchandize export &et to grow at

an annual average rate of 36.3 percent, and foreign exchange earnings from merchandize export
is expected to pick up from 3.1 billion USD about 13.9 billion dollargy the of the planning

period Of this, agricultural products, industriebmmodites and mining will have a share of
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USD 7.7billion, USD 4.2billion, andUSD 2 billion, respectivelyOn the other hand, import bill
is projected taeachat about half of the merchandise export earnings and is expected to grow
approximately atite same rate as GDP growirable 2.5).

Table 2.5: Projection of merchandise export earring(in million USD

ltems Base year Projection

2014/15 Performance 2015/16 2016/17 2017/18 2018/19 | 2019/20

Total Export Revenue 3,019.3 4,884.6 6,780.3 8,747.8 | 11,035.6 | 13,909.1

Agricultural product Exports 2,255.9 3,277.4 4,213.0 5,239.2 6,338.4 7,663.9
Regular agricultural products 1,978.9 2,907 3,738 4,556 5,441 6,481

Coffee 780.5 1,022.4 1,339.4 1,607.2 1,870.8 2,173.9

Oil seeds 510.1 904.5 1,134.2 1,413.3 1,710.0 | 2,048.6
Pulse 219.9 318.8 398.5 498.1 622.6 778.3
Vegetables and fruits 47.6 69.0 86.2 107.8 129.4 155.2
Cattle 148.5 267.3 337.9 425.7 534.7 673.8
Chat 272.4 324.7 441.6 504.3 572.9 650.8
Flower 203.1 260.0 339.0 440.3 571.1 742.4
Other Agricultural Commodities 73.9 110.7 136.2 242.4 326.8 440.8

Industrial commodity Exports 419.9 992.7 1,852.6 2,332.2 3,118.6 | 4,199.2

Manufacturing 377.1 864.6 1,313.6 1,801.3 2,5345 | 3,556.8
Leather and Leather products 131.6 206.6 272.7 368.1 505.0 706.5
Meat and Meat products 92.8 112.3 146.0 192.7 263.4 374.1
Textile andgarment 98.9 184.0 270.5 397.9 556.7 778.8
Sugar and Molasses 0.0 138.0 265.0 327.0 435.8 586.2
Food and beverage 215 25.7 44.3 88.6 154.3 268.0
Chemicals 18.9 27.5 49.8 62.9 81.1 101.3
Pharmaceuticals 2.7 29.6 54.8 69.0 89.2 111.4
Metals and engineering outputs 10.5 92.1 121.1 181.5 302.9 448.0
ElectricandElectronics products 0.2 48.9 89.4 113.6 146.0 182.4
Electricity 42.8 128.0 539.0 530.9 584.0 642.4

Mining export 345.73 500.35 780.75 1,049.91 | 1,470.39| 2,011.01

Overall, the share of merchandise export in GDP is expected to pick up from 4.9 % in 2014/15 to
11.8 %by 2019/20. Looking at the stdectors, the share of manufacturing goods export is
expected to pick up from 0.6 percent in 2014/15 to 3.0 pelnert019/2Q while the shargof

the agricultural commodities and mining exgoare expected to pick up from @.and 0.9
percent to 6.5 and 1.7 percamspetvely during the same period4ble 2.6).

Table 2.6: Projected share of merchandise export in GDP (%)

ltem Base year Projection
2014/15 Performance 2015/16 2016/17 | 2017/18 2018/19 2019/20
Total Merchandise Exports Revenue 4.9 7.0 8.5 9.7 10.7 11.8
Agricultural Commodity Exports 3.6 4.7 5.3 5.8 6.1 6.5
Regular agricultural Commodity 3.2 4.1 4.7 5.0 5.3 55
Flower 0.3 0.4 0.4 0.5 0.6 0.6
Other Agricultural Commodity 0.1 0.2 0.2 0.3 0.3 0.4
Industrial commodity Exports 0.7 1.4 2.3 2.6 3.0 3.6
Manufacturing 0.6 1.2 1.6 2.0 2.5 3.0
Electricity 0.1 0.2 0.7 0.6 0.6 0.5
Mining Export 0.6 0.9 0.9 1.3 15 1.7

The two basic rationales for the targeted increase in merchangtieg growthare (i) Emphasis

will be given to agricultural production and productivity growth in high value exportable
products; (i) Most of the manufactured value addition commodities are to be destined for export.
Taking these two rationales into consideration alaity export earnings from electric power,

the share of industrial products@DPis expected to pick up from 0.7 percent in 2014/15 to 3.6
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percentby 2019/20. The share of electricity exmot projected to pick up from 0.1 percent in
2014/15 to 0.5 pesent of GDPby 2019/20. The surplus for export is expected to be generated
from existing power plananddams that willcontribute to the national grid system duri@gP

Il period The mining sector is another source of foreign exchange earnings fromgerngties

and forthcoming new ones durinGTP Il period. Accordingly, the share of the mining sector
export is planned to pick up from 0.6 percehGDPin 2014/15 to 1.7 percebty 2019/20.

2.4. Merchandize andService Exports, Imports and Balance ofTrade

The export sector is expected to serve as a key driver for economic transformation through
expanding output, employment creat and technology transfer andtroduction of new

products. It broadens market opportunities through serving as outlets for local producers. It also
enables a country to better align its production to its comparative advantage by efficiently
utilizihngthe@unt r y 6 s f a cdndovertima ichprovingeearnirgs from exports make

it easier to finance investments to transfor
comparative advantage. Therefore, governments attach special entiplpagimoting the export

sector to enhancetsi role in the realization of rapideconomic growth and structural
transformation during the plan period.

Availability of foreign currency is a critical constraint in developmentleavouiin Ethiopia.

This is likely to e the case duringsTP Il period Promoting exports to raise the foreign
exchanganecessaryo meet import demand in terms of machinery and technology will be further
emphasized in the plan period. Thus,maximiseforeign exchangearnings efforts will be

made to exploithec ount ryés potenti al in all di mensi ons
of air transport and tourism will be enhanced during the plan period. For this, reinforcing the
existing management system and policy; improving institutional systems to rateetbe
development of the tourism industry emleashthe industr s p o aseasotrce afl foreign

exchange earnings; utilizing the existifigvourable environment (peace and security), the
countyobés positive i mage, I efficiendystd broaden thersaircea n d h
of foreign exchange earnings will be the strategic directions to be pursued during the plan period.

Export is also critical for sustainable economic growth and development by enhancing
competitiveness of the overall@wmy and expanding market opportunities. In the long run, it
leads toincreasedcompetitvenessin international markets, increases efficiency in production
and marketing, in the process showing other domestic producers the possibiigastrate ito

the global marketExport also exposes entrepreneurs to global tastes, standards, technologies,
and best practice providing opportunities for learning about new products, services, processes,
and technologies that they could introduce at home. Compefitonimports on the domestic
market also forces domestic firms to be more effici€hus, aggressively expanding the export
sector will be a key direction to be pursued during the plan period to ensure sustainable
economic growth and development.
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To berefit from the above mentioned opportunities of the export sector, aavtielilated policy
initiative will be implemented during the plan periothe basic strategies to be pursued to
promote the exporting capacity of the econoimgiude pursuing aexchange rate policy that
promoesexpors; providingmore efficient traddogistics and transpogervices energysupply,
supply of landmainly through industrial parks approadhrade and custonigcilitations and
priority supply of credit and foreigaxchangesTo provide the above mentioned trade logistics
and predictable policy incentives efficiently and effectively, the expansion of special economic
zones or specialized industrial pankgth the required infrastructure and streamlinmablic
procedues as well as fiscal and trade policy incentives to attract egpertted FDI and
domestic industrial investment, and clusters that provide the advantages of agglomeration will be
given utmost emphasis. To this end, the directions and supports providlee national export
coordinating committee need to be further strengthened.

During theGTP period it is planned to diversify and deepen the production and export baskets
in the economy. In this regard, the manufacturing products will play a significknin the

export sector. Special focus will be given labourintensive industrial products that take
advantage of the c ouiaboursgnd bw wagds duringthe plaa pariodd a n c e
These include leather, footwear, and other leather ptediextile and garment, agpoocessing,

and sugar and related products, etc. in agriculture the focuseispamsion of cut flower, fruits

and vegetables, improving both volume and quality of coffee, cereals and otlseradgimore
effectively implemening theagricultural strategiewith the aim of expanding and diversifying
expors to increa® the global market share and foreign exchange earnings. In addition, it is also
planned to broaden export base through expanding the mining sector; inctbasiogume of

gold being supplied by small and large companies; expanding newly emergmgacturing
agricultural and mining (potash and other) products, alongside increasing the traditional export
commodities.

In addition to the above mentioned poliagd administrative supports, enhancing production
capacity is required to promote export earnings. Thus, to enhance production capacity, increasing
both domestic and foreign direct investment in the manufacturing and horticultuseobs is

critical. Moreover, implementation of the existing support and technological packages will also
be aggressively pursued to increase agriculture and mining exports both in terms of volume and
quality.

2.5 Ensuring Macroeconomic Stability

Stable and low inflatiorcreates favourablemacroeconomic environment for rapslistained,
equitable and prpoor economic growth. In the coming five years, prudent fiscal and monetary
policieswill be pursued to keep inflation within single digit and ensure stable foreign egehan
rate. In this regard, during tH@TP Il period, average inflation is projected at 8 percent per
annum. To this effect, from the supply side, realization of @gecultual production and
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productivity targes is going to be criticaln light of the inceased agricultural productiofgod
security reserveamounting5 million ton by the end of this plaperiod will be maintained
through purchasing fromfarmers Third, the focuson import substitutn of basicindustral
products is expected contributeto price stabilization during the plan period.

On the demand side, monetary policy that ensures low and stable inflation will be implemented.
Measures will be taken to ensure that the base money growtmsstent with the inflation
target. he finance and banking industry will be capacitated to provide the finance necessary for
the implementation of manufacturing and other industry projects that will produce exportable
products. In addition, the egoing banking and finance data base, sepaggnent and transfer,
modern ICT systems are planned to be scaled up. Moreover, saving for housing, introduction of
other saving instruments and finance mobilization from rural areas through improving
accessibility of financial institutions is to be implemted.

At the same time, on the fiscal policy front, it is important to follow policy that stabilizes
inflation. To this effect, budget deficit as a share of GDP is projected at 2.9 percent on average.
Of this, 1.1 percent will be financed from foreigpan andthe residual 1.8 percent will be
covered from domestic sources. In addition, loan that will be issued for government from the
central bank is projected tme aligned with the target of single digit inflation. The remaining
budget deficit is plamed to be covered by selling government Treasury bills.

Pursuing a stable exchange rate regime is important to ensure macroeconomic stability. Over the
year s, the countryobés trade balance has been
payment wa covered bymerchandisexport earnings during the period GiTP I. In order to

narrow this gap, increasing export earnings by diversifying exporterms of quality and

volume is crucial.ln line with this, maintainingthe balance between real exchamgte and
equilibrium exchange rat& Birr thatconsidersnflation will be pursued.

To render the export commodities competitive in the international mahHeesgxchange rate

need to be aligned with the equilibrium exchange rate. On the other hand, it is anticipated that
USA will tighten its monetary policy in the coming two to three years. Therefore, the Baliar

get stronger; and the Bioould become expenstvagainstother currencies. This in turn affects
export competitiveness. This is considered to be one area of risk and uncertainty. To cope up
with this, increasing foreign exchange reserve is the focus area. Hence, maintaining sufficient
amount of foreigrexchange resersdor trading partners and investors is necessary. In line with
this, it is planned to increase the amount of foreign exchange reserve to three month of import
cover starting from the third year GTP Il period

2.6. Fiscal Policy

Fiscal policy is one of the key instruments towards ensuring me@soomic stability for rapid
and sustainable economic growth. During the plan period, fiscal policy will focus on increasing
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tax revenue by effectively administering existing tax policies tndreform programs. In
addition, more efforts will be made to improve efficiency in the tax system; and look for other
sources of revenue to broaden the tax base; and more efforts will be exerted to mobilizing more
resources for expanding infrastructungestment in a sustainable manner during the plan period.
On the other hand, increasing budgetary expenditures will also gear towards capital investments,
pro-poor and growth enhancing sectors. Given the above policy directions, the overall objective
of fiscal policy will be to enhance the capacity of tax revenue generation, to advance the
objective of enabling key private sected growth drivers while ensuring sufficient fiscal space

to implement reforms and provide essential public goods and socimeserand ensure a stable
macroeconomic environment within the framework of a narrowing fiscal deficit.

During theGTP | period remarkable growth performance has been witnessed in government
revenue collection bgdministeringax policiesmoreeffectivdy. Although tax revenue has been
increasing, the existing level of revenue collecti@mainslow compared to the revenue
generating potential of the economy and the total resource demand for government expenditure
commitment. Hence, during tl&TP 11 period, emphasis will be given to strengthening domestic
resource mobilization through widening the tax base; strengthening and ensuring full

i mpl ementation of tax information administrat
communication; enforcingax laws; and strengthening revenue and custamssitutional
capacity Given the above measures, revenue is expected to increase from the current level of
13.3 percent of GDP in 2014/15 to 17.2 percent by 2019/20. During the plan period, revenue
collection will average 17.6 percent of GDFotal government revenue (domestic revenue),
which stood at 199.6 Billion Birr by the end of 2014/15, is projected to reach Birr 620.6 billion
by the end of 2019/20. Out of the total government revenue, Birr 603.31bgliexpected to be
generated from domestic sources (tax andtaghof which Birr 542.8 billion is projected to be
raised through tax revenue.

With regard to public expenditure, it is planned to significardlydressinfrastructural
bottlenecks; focuson investing on growth enhancing gvoor sectors consistent with the
strategic direction; and on investments that enhance capital accumulation. In addition, due
attention will be given to increasing efficiency and effectiveness of public finance utitizati
ensuring transparency and accountability, avoiding wastage and focusindpudget
optimization. The plaremphasizeshe need to focus spending on development expenditure.
Thus, overall expenditure is projected to reach 22.6 percent of GDP by 20184, prudent

fiscal policy will be implemented during the plan period to maintain budget deficit below 3
percent of GDP and financing the deficit without compromising macroeconomic stébeliiie

2.7).
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Table 2.7. Government Revenueand Expenditure Projection (in billion birr)

Base year Projection
2014/15
Description performance 2015/16 2016/17 2017/18 2018/19 2019/20

Total Revenue Including Grants 199.6 241.3 294.1 375.5 479.1 620.6
Domestic Revenue 186.6 226.8 279.5 360.7 463.6 603.3
Tax Revenue 165.3 203.9 250.7 327.9 415.1 542.8
Non-Tax Revenue 21.3 254 33.4 40.1 48.6 60.6
Grants 13.0 14.5 14.6 14.7 15.5 17.3
Total Expenditure 230.5 277.7 338.4 426.1 543.9 713.8
Recurrent Expenditure 113.4 129.4 152.6 186.1 225.9 2924
CapitalExpenditure 117.1 148.3 185.8 240.0 318.0 421.3
Poverty Oriented Expenditure 152.9 192.7 242.8 305.9 385.5 485.7
Government saving 73.2 100.7 131.2 181.9 247.6 310.9
Budget Deficit -30.9 -39.4 -51.0 -61.4 -79.4 -93.1
Deficit Financing 30.9 39.4 51.0 61.4 79.4 93.1
External Borrowing (net) 18.7 19.1 20.4 22.4 26.9 37.0
Domestic Borrowing (net) 18.5 20.3 30.6 39.0 52.5 56.1

During theGTP Il period spending orpro-poor sectors and capital investment will be given
priority accounting for 68 % and 59%f total government expendityreespectively. Total
government expenditure is projected to reach Birr 713.8 billion by the eBd®fl period. Of

this, recurrent expenditure is projected at Birr 292.4 billion. Moreover, budget deficit as percent
of GDP will be maintained below 3%. Gross government saving is projected to increase from
Birr 73.2 billion in 2014/15 to Birr 310.9 billion by 2019/20 while its share in GDP will increase
from 5.9 percent in 2014/15 to 9.9 percent by 2019/20. This showshthakpenditure budget

will be financedby and largérom domestic resources.

Financial resource requirements for the plan period takes into account the total financing
capacity of the natiarGrowth enhancing and poverty reducing sectors will be giviemifgrand

are taken into consideration in the financial plan. Taking into account government service
expansion in the next five years and wioflationary financing capacityecurrent expenditure is
expected to be financed through domestic revenue. &@gard to capital expenditure, priority

will be given to orgoing mega projectssavell as new priority projectsith focus onfinancing
infrastructureand human developmernhat stimulate growth of theroductive sectors of
agricultureand manufacturingrable 2.8)

Table 2.8: Government Revenueand Expenditure as a ratio to Nominal GDP (%)

o Base year Projection Average
Description S014/15
performance 2015/16 | 2016/17 | 2017/18 | 2018/19 | 2019/20 (2015/162019/20)
Total Revenue Including Grants 16.0 16.2 16.4 17.4 18.4 19.7 17.6
Domestic Revenue 15.0 15.2 15.6 16.7 17.8 19.1 16.9
Tax Revenue 13.3 13.7 14.0 15.2 15.9 17.2 15.2
Non-Tax Revenue 1.7 1.7 1.9 1.9 1.9 1.9 1.8
Grants 1.0 1.0 0.8 0.7 0.6 0.5 0.7
Total Expenditure 18.5 18.8 19.3 20.2 214 22.6 20.5
Recurrent Expenditure 9.1 8.7 8.5 8.6 8.7 9.3 9.3
Capital Expenditure 9.4 9.9 10.4 111 12.2 13.4 11.4
Poverty Oriented Expenditure 12.3 12.9 13.5 14.1 14.8 15.4 14.2
Government saving 5.9 6.7 7.3 8.4 9.5 9.9 8.4
Budget Deficit -2.5 -2.6 -2.8 -2.8 -3.0 -3.0 -2.9
Deficit Financing 3.0 2.6 2.8 2.8 3.0 3.0 2.9
External Borrowing (net) 1.5 1.3 1.1 1.0 1.0 1.2 1.1
Domestic Borrowing (net) 1.5 1.4 1.7 1.8 2.0 1.8 1.7
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2.7. Monetary Policy and Financial Industry Development

During GTP Il period, the monetary policy will continue to focus on maintaining price and
exchange rate stability so as to create conducive macroeconomic environment for rapid and
sustained economic growth. During B&P |1 period, measures will be taken to keep theagh of
basemoneyconsistent withmaintainng annual inflationstable andvithin single digits. In addition,

a stable foreign exchange rate that encourages export growth, while proeificrent import
substitution will be pursued. The implementatadiithese monetary policy instruments is expected

to facilitate economic growth and address foreign exchange constraints by building up reserves.

During theGTP Il period, the financial sector will be strengthened with the aim of establishing
accessible, étient and competitive financial system. In addition, the strategy in the financial
sector will continue to be geared towards ensurifayaurableenvironment for the banking sector.
This will help increase domestic saving so as to sustain the rapithgaod to provide the required
resources for expanding and improving public services. Measures in reducing information
asymmetry, strengthening the existing credit information sharing system, encouragiisgitiiane

of loan repayments and creating imi@r dynamism will be pursued to foster efficiency and
effectiveness in the financial sector.

During GTP II, Government will introduce capacity building measures to raise the efficiency of
financial institutions and improve banking practices so as to erseam#thy competition. In
addition, support will be provided to private banks and financial institutions to improve the
coverage and quality of the financial services that they provide and help them to minimize non
performing loans and improve their probthty. Banks will also be encouraged to modernize their
activities through adoption of international best practiddsreover, during theGTP Il period

existing activities in the finance industry relatediridustrial information systemmodern, secure
payment and money transfer system, automated IT application as well as other improvements that
modernize the sectdurtherwill be applied.

During GTP Il period modernization, competitiveness, and securing the provision of the required
finance will bemajor challenges of the financial sector. Tlere, concerted efforts will beadein

the plan period to render the industry competitive and thereby emabléze the required resource

to its maximum potential.

The financial industry is expected to éince huge projects both the public and Private sector
during GTP Il Specially, the achievement of extensive manufacturing industry and export
promotion targets depends on all roeddupport fromthe financial institution. In line with this,
emphasis Wl be given to supporting the private sector that invest in export oriented manufacturing
sector and in tradable modern service sectors through improved financial services and providing
sufficient credit with attractive incentives.

Tofinance theGTPIlI, b a n k s 6 is éxpgrtedsto grow @n annual averagateof 30.9 percent.
To this end, greater emphasis will en tostrengthening modern payment systems, developing
regulations that meet international standards and support them to expandhpiteir to enable
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them continue supporting the developmentleavourlt is planned to expand bank branches from
2,868 in 2014/15 to 5,736y 2019/20. It is also planned to strengthen Microfinance institutions in
intermediating financial assets. Microfinainstitutions are also expected to expand their financial
services through covering at least 50 percent of rural areas. In addition, the role of the Development
Bank of Ethiopia in raising lorterm finance through sellingavingbonds will commenceéuring
theGTPII period.

2.8. Saving and Investment

To createfavourablemacreeconomic environment for sustained and rapid growth, maintaining the
balance between sagrand investment is crucial. BTP I, the role of investment as driverof

rapid gowth will be enhancedPrivateinvestmentin manufacturingand agriculture,and public
investmentsn infrastructure, social development and other sectors will be gitreast emphasis.

High investment rate and capital accumulat@waneeded to bring abowstructural transformation
envidonedin GTPII. This huge investment expectedo be financedargelyfrom domestic source

through various sustainable saving mechanisms. Therefore, to balance the gap between domestic
investment andomestic saving, maintaining the increasing trend in domestic saving is critical.

The measures undertaken dur@@P | to boost domestic saviadpave already begun to bear fruit.
These measures will be strengthened and additional measures will be introduced to further enhance
mobilization of domestic saving during GITP |l period. The goal of GTP lis to financeat least
two-third of gross doméi investment from domestic saving. To this end, target is set to increase
the share of gross domestic saving in Gib#n 21.8 percent in 2014/1® 29.6 percent by
2019/20 To achievethis target, various policy instruments such as awareness creatiquialic
mobilization maintaining positive real interest rate; controlling inflation; expanding and improving
financial institutions; implementing saving instruments and services asicdaving for housing
program, saving for investment equipment scheme, social security saving, health insurance saving,
etc. will be undertaken. Moreovegcceleratececonomic growthand transformation, as well as
expandingproductivejob opportunites arepart and parcel of thetratey designedto promote
domestic savingduring the plan period.

Clearly the plan to increase domestic savings concerns both private and public sdérajsaré of

private savings in GDB planned taisefrom 16.6 percenin 2014/15 to 19.8 percent by 2019/20.

To this end, from monetary and financial policy perspective, the nominal interest rate will be set in
such a way that real interest rate is positive. Besides, policies that encourage banks and
microfinance institutias (MFIs) to expand their capital and branch will be pursued. Along with
these, strategies to enhance contractual saving (such as private pension fund, health insurance and
insurance premium) instruments will be implemented. Pension proclamation wileatewised to

cover all private employees.

Parallel wth this, the following measures will biaken in ordeto raise government savinmore
effective administration of thdax polides to increase tax revenuand prioritizing government
expenditure tccapital investmentsectors that accelerate capigalcumulation economic growth
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and poverty reduction. The @oing public expenditure will focus on investment that generates
capital accumulation; efficient and effective use of budget, revemaeprivate saving; and
reducing wastage and improving transparency on expenditure will be giwerst emphasis
Similarly, maintaining the measures on tax collection and administration system that have been
undertaken durin@TP I, awareness creation amotax payers to effect payments voluntarily and
equipping revenue and customs authorities with adequate enforcement powers will be undertaken.
Besides, expanding the tax base through capturing new businesses into the tax net will also be
pursued. Through iplementing these strategies and pursuing the directions appropriately, it is
planned to increase the share of government saving in GDP from 5.9 percent by 2014/15 to 9.9
percent by 2019/2(rable 2.9)

Table 2.2Total consunption expenditure, investment and resource gap as a Ratio to GDP @ CMP

Base year | 2015/16 | 2016/17 | 2017/18 | 2018/19 | 2019/20 | Average
Sector 2014/15 2014/15
2019/20
Total Consumption Expenditure 78.2 77.2 76.2 75.4 72.6 70.4 74.4
Private ConsumptioBxpenditure 69.2 68.3 67.6 67.0 64.4 62.1 65.9
Public Consumption Expenditure 9.0 8.8 8.6 8.4 8.2 8.3 8.5
Total Investment 39.3 37.7 39.1 40.1 40.9 41.3 39.9
Public Investment (Including Public Enterprises) 15.7 16.1 16.7 17.2 17.7 18.0 17.1
Privatelnvestment 23.2 21.7 22.4 23.0 23.2 23.3 22.7
Total Export (Including Services) 9.7 13.7 15.5 15.7 18.1 20.6 16.7
Total Import (Including Services) 27.1 28.6 30.8 313 31.6 32.3 30.9
Resource Gap -17.4 -15.0 -15.3 -15.5 -13.5 -11.7 -14.2
Total Domestic Saving 21.8 22.8 23.8 24.6 27.4 29.6 25.6
Private Saving 16.6 16.1 16.5 16.2 17.9 19.8 17.3
Public Saving 5.9 6.7 7.3 8.4 9.5 9.9 8.4
Foreign Saving 16.4 14.8 15.3 15.5 13.5 11.7 14.2
Total National Saving = Domestic Saving + Foreigr 38.9 37.7 39.1 40.1 40.9 41.3 39.8
Saving
GDP @Current Market Prices 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Thus by the end of GTH periodgross domestic capital formation as a share of GDP is projected

to increase to 41.3 percent from 39 percent in 2014/15. The share of total consumption expenditure
in GDP is expected tdeclinefrom 78.2 percent in 2014/15 to 70.4 percent by the end of/2019

As has been already noted, the share of gross domestic saving (private and public) in GDP is
projected to increase to 29.6 percent. On the other hand, during the coming five years, the share
export earnings (including service) in GDP is planned ¢oese from 9.7 percent in 2014/15 to

20.6 percent by 2019/20; and the share of import in GDP is expected to increase from 27.1 in

2014/15 percent to 32.3 percent by 2019/20. As a result, resource gap as a share of GDP is
projected taleclinefrom 17.4 pecent to 11.7 percent during the same period.

Although efforts will be exerted through concerted implementation of the above mentioned
activities to narrow the gap between saving and investment, it is worth tiadiriglly bridging the

gap would not bepossible during the coming five years. Thus, mobilizing foresgmingsis
inevitable during the coming five years. However, this will be pursueth that theexternaldebt
burdenis sustainableln this regard wport expansion and diversification is considered as a
determining factor imaintaining a sustainablevel of externatiebt.
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2.9. Employment and Poverty Reduction

One of the major development objectives of the Government in IGi&Preducing poverty ah
generating employment for the expandiafourforce. Eradicating poverty through accelerating
broad basednclusive, pro-poor and sustained growth has been and still is a key objective of the
government of Ethiopia.

The econont growth registered durgnthe GTP | period has been broaldased and prpoor.

Growth has continued to generate employment, ingnosome and redwcpoverty. Yet, despite
progress made, employment generation and powsdgication has still remainea challenge.
Ethiopia, therefore, remains committed to sustaining inclusive angqmodevelopment strategy

over the coming years to further address the poverty and employment generation challenges facing
the country.

Building on progresses durir@TP |, the Government will carrforward the development agenda

to sustaining the accelerated growth to achieve the Global Sustainable Development Agenda and to
end poverty by 2030. In this regard, the governnhastetatarget to reduce the proportion of the
population living below national poverty line from 23.4 percent (2014/15) to 16.7 percent by the
end ofthe GTP Il period. This government poverty reduction goal has aimed at benefiting all
citizens as well as reducing unemployment and povertg bbathin urban and rural areas.

To achieve these objective$ expanding employment and redugimoverty, the driving strategies

to be undertaken are still those relatediéwelopmentf the manufacturing industry, promotion of
private investment, micro and shnenterprise development, and natural resogmgservatiorand
development. Programs aimed at job creation will be implemented to benefit the disadvantaged
group; particularly focusing on women and youth. Along with this, it is planned to suiséin
productive safety net program in rural areas and to start urban productive safety net program to
benefit low income people in urban areas.

2.10. MacreEconomic Policy and Management Capacity Building

National Plan Preparation and Monitoring and Evaluation capacity building plan: The
NationalPlanningCommissionn s expected to play a prominent
economic development discourse in the medium and long term. It is alsotezkjpe work in
collaboration with think tanks specializing in policy analysis, conducting research and preparing
development plans and monitoring and evaluation that help in realizengational vision. To
execute its missions, thHeommissionneeds highcalibre professionals. To meet the demand for
high quality human resource and fill the capacitysydipe Commissionhas envisioned to design

new capacity building programs and to continue withgoimg programs. The capacity building
programs will focus on areas of econord&velopment policy analysis, development planning and
modelling adopting national andhternational best practices in the national planning system;
building a comprehensive piaing, monitoring and evaluation systems; poverty analysis, etc. It
will pursue other new programs to improve the skills and knowledge of human resources who
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works in planning and monitoring units at national and regional levEh® capacity building
progamis also aimed dbuilding capacity in the planning system that enable institutionalizing and
framing a system to coordinatievelopment policies, strategies and programs at differenslefvel
administration across the country.

During the plan periockhe Commissionwill work towards the improvement of high quality data
collection systems at the Central Statistics Agency and their use in planning and policy analysis.
Overall,during the plan period, thtéommissionwill endeavoutowards enhancing evidenbased
planning and policy making through improving generation of high quality data and statistics;
strengthening the national &E system; institutional capacity building; and supporting the
improvement of the statistical systenmcluding data collection andmainstreaming of
environmental and climate change issues into planning and policy formulation.

Monetary Policy and Management Capacity Building plan:existing capacity building activities

in the sectowwill further be strengfened during th&TP Il period The total number of workers in

the banking industry will be increased and they will be given productivity enhancing training during
the plan period. The number of banks will expand throughout the country to improve aasess, e
resource mobilization and to provide credit to the private sector. In line with this, the Development
Bank of Ethiopia will collaborate with other banks to provide sufficient loans to finance projects
and provide lease finance to small and mediummi@eufacturing enterprises.

Fiscal policy management and capacity building planexisting strategy and training capacity
programs in the development of knowledge and skill will be systematically pursued in a
comprehensive and coordinated manner. Concrefes swill be taken in thénancial sectors to
establishitransparent and accountable financial administration that helps to develop the sector. At all
levels of a financial system and government institutions, services will be provided efficienity and
transparent manner to avaientseekingoehaviour

Revenue and Customs capacity building planall round integrated activities such hsilding

human resource development and management; expanding modern information system; improving
customer relations anpublic awareness; customer service and support to improve the delivery
system; improving the presumptive tax system, the legal system, improving the administration of
the tax system will be undertaken during @TpPeriod to enhance thenplementationcapacity of

the Revenue an€ustomsAuthority .

Strengthening the strategic development of state owned Enterprisethe corporate governance

and institutional capacity of statevned enterprises will be transformed to match their

transformational mission drthe amount of assets they manage. ®tate owned enterprises will

continue to go through then-going reform programs with the objective of transforming their
leadership and managemehtyyman organizational,and institutioral capacities such that they

become more competitive in terms of efficient and effective service delivery, pricgialiy.
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[ll. Financing the Plan(Financial Plan)

Finance is one of the key requirements to achieve the targetsG€&Pil in economic, social and
infrastructural development, environmental conservation, good governance and democratic system.
The financial plan is divided into two major categories: budgetary financial plaofébaddget
financial plan.

3.1. Budgetary Financng Plan

As presented in section Il above, based on public finance revenue and expenditure projection for the
plan period, 86 percent of government expenditure is to be financed through domestic revenue and
external grantsThisresults into an averagwerall deficit of 14 percent during the plan period. Of

this, 38.8 percent will be financed through foreign loans, and the remaining 61.2 percent will be
generated from domestic borrowing (borrowing from NBE and selling treasury bills).

According to therevenue and expenditure projections, total government expenditure is projected to
reach ETB 2.2998 trillion (ETB 1.3133 trillion for capital expenditure and ETB 0.9864 trillion for
recurrent expenditure) during t heon mffastracturper i od
expansion; capital expenditure on infrastructure sector accounts for about 48.4 percent of the total
capital expenditure. Within this, drinking water, irrigation and energy, road, railway infrastructures

are projected to account for 238rcent, 21.6 percent, 2 percent anddeEcent, respectivelfor

the plan period. Human resource development and technological capacity building sector account
for 28.5 percent of the total capital expenditure, of which, education and training, laealth,
scienceandtechnology capacity building accounts for 16.6 percent, 10.6 percent and 1.3 percent
respectively.

The economic development sector is projected to account for 20.3 percent in the total capital
expenditure, of which, manufacturing, agricoéuand rural transformation, and other saltors
accounts for 15.2 percent, 3.8 percent and 1.3 perespectively. Théthebsectors accounts for
theresidual2.8 percent of total capital expenditure@mP1I. (Table 3.1 below).

Table 3.3: Percentage Distribution of projected capital expenditure requirements by major socioeconomic
sectors(%)

Sectors Projection” 5yrs. average
2014/15 2015/16 2016/17 2017/18 | 2018/19 yrs. 9
Infrastructure 52.8 46.3 48.9 47.7 48.0 48.4
Human resource development and
Technological capacity building 214 30.9 218 282 28.3 28.5
Economic sector 17.0 19.9 20.0 21.0 21.1 20.3
Others 2.8 2.9 3.4 3.1 2.6 2.8
Total capital expenditure 100.0 100.0 100.0 100.0 100.0 100.0
't i s computed based on sectors6 financi al reqguirement

115



3.2.Sources of offbudget Financing and Requirement for Investment Finance

As depicted in table3.2 below mobilization of total offbudget financing through banks,
microfinance institutions, bond sales and contractual saving is projected at ETB 1.9 trillion (93.7
percent) from banks and microfinance institutions through deposits and loan repayment and ETB
120 billion (6.3 percent) from bond sale, contractual saving and from other finance sources during
GTPII period

Distribution of credit by sector: during the plan period, a totefeditof ETB 1.68 trillion will be
allocated for economic sectors, of whidBTB 179.6 billion (10.5 percent) for agriculture, ETB 1.0
trillion (59.1 percent) for industry and ETB 499.5 billion (30.4 percent) for service sectors.

Distribution of credit by institutional ownership : A total of ETB 1.04 trillion (62.0 percent) is
allocated to meet théinancial requirements of the private sector while the remaining ETB 640.0
billion (38.0 percent) i's to be allocated f
priority accorded bythe government, the manufacturing industry accounts forl the o shayesof

total credit allocated for the industrial sector which amounts to ETB 502.8 billion. As a result,
credit to the manufacturing sector will increase from 30.1 billion ETB in 2014/ETB 156.9

billion by 2019/20 with an annual average growth rate of 41.4 percent for the plan (Jeie 3.2
and Table 3.3)

or

Table 3.4: Total Sources of Finance(in million ETB unless otherwise specified)

Accounts Base year Projection 5yrs. total
2014/15 2015/16 2016/17 2017/18 2018/19 2019/20 )
Deposits 86,426.8 112,186.1 133,032.4 196,466.3 245,831.0 327,588.9 | 1015,104.8
Collection 78,411.6 102,399.2 122,944.2 149,562.6 185,063.8 228,099.6 | 788,069.3
Other sources 3,515.3 22,402.3 17,598.9 18,724.7 29,416.1 32,575.8 120,717.8
Total Sources 168,353.7 236,987.6 273,575.5 364,753.6 460,310.8 588,264.4 | 1923,891.9
Table 3.5: Percentage Distribution of Finance Sources in total Finance (%)
Base year Projection 5yrs.
Accounts
2014/15 2015/16 | 2016/17 2017/18 2018/19 2019/20 average
Deposits 51.3 47.3 48.6 53.9 53.4 55.7 51.8
Collection 46.6 43.2 44.9 41.0 40.2 38.8 41.6
Other sources 2.1 9.5 6.4 5.1 6.4 5.5 6.6
Total Sources 100 100 100 100 100 100 100

With regard to mobilization of credit, during GTP Il period, theCommercialBankof Ethiopia is
expected to provide credit f@ublic investment projects infrastructure and working capital for
industrial sector. The total creddllocated for the service sector is to be obtained from CBE and
private banks while the Development Bank of Ethiopia is assigned to provide short, medium and
long-term credit for viable development projects, including industrial and agricultural investment
projects. Overall, the amount Fsource that is required f&TP 1l and its allocation is depicted in
Table 3.4 and 3.below.

116



Table 3.4: Sectoral Allocation of Domestic Credit, in million ETB unless otherwise specified

Accounts Base year Projection 5 Years
2014/15 | 2015/16 | 2016/17 | 2017/18 | 2018/19 | 2019/20 Total

Total Domestic Credit Allocation By | 158 075 30| 207,133.30| 254,565.70| 315,459.10| 401,648.60| 505,861.80| 1,684,668.40

Economic Sectors/1/

Agriculture 15,680.10 | 20,208.80 | 26,197.30 | 34,109.20 | 44,124.10 | 54,966.10 | 179,605.40
Long and Medium term loans 1,565.10 | 2,4190.00 | 2,853.40 | 3,672.60 | 4,262.50 | 5,410.90 | 18,618.40
Shortterm loans 14,115.00 | 17,789.80 | 23,343.90 | 30,436.60 | 39,861.60 | 49,555.20 | 160,987.00

Industry and prioritized sectors 86,467.20 | 116,787.40| 146,581.60| 185,295.30] 244,037.90| 312,855.70| 1,005,557.90

'?{(')?J';‘rfgdetsce)ctors (power, rail, | 56 41080 | 58,260.70 | 73,803.50 | 94,040.70 | 120,625.20| 155,978.50| 502,708.60
Manufacturing Industry 30,056.40 | 58,526.70 | 72,778.10 | 91,254.60 | 123,412.70| 156,877.20] 502,849.30
Long and medium term loan (for | 546 40 | 23.852.70 | 25,336.90 | 26,996.90 | 37,066.50 | 41,585.70 | 154,838.70
new projects)

Long and medium term Recurrent

expenditure loan (for existing 26,010.00 | 34,674.00 | 47,441.20 | 64,257.70 | 86,346.20 | 115,291.40| 348,010.60
projects)

Service 2/ 55,025.10 | 70,137.00 | 81,786.80 | 96,054.70 | 113,486.70] 138,040.00] 499,505.20

;:f:;t}g’ffl}"ta' domestic credit 158,072.30| 207,133.30| 254,565.70| 315,459.10| 401,648.60| 505,861.80| 1,684,668.40

Private sectors 89,627.30 | 132,603.80] 160,193.50] 195,412.40] 248,141.80] 308,307.00| 1,044,658.50
Public enterprises 68,445.00 | 74,529.40 | 94,372.20 | 120,046.70] 153,506.80] 197,554.80| 640,009.90

Table 3.5: Percentage Distributionsof projected domestic Creditallocation in total domestic Credit (%)

Base year Projection 5years
Accounts
2014/15 | 2015/16| 2016/17 | 2017/18| 2018/19| 2019/20| Average
Total Domestic Credit Allocation Bconomic Sector 10 U 100 100 100 100 100 100
Agriculture 9.9 9.8 10.3 10.8 11 10.9 10.5
Long and Medium term loans 1 1.2 1.1 1.2 1.1 1.1 1.1
Shortterm loans 8.9 8.6 9.2 9.6 9.9 9.8 9.4
Industry and prioritized sectors 54.7 56.4 57.6 58.7 60.8 61.8 59.1
Prioritized sectors (power, rail, housing etc.) 35.7 28.1 29 29.8 30 30.8 29.6
Manufacturing Industry 194 28.3 28.6 28.9 30.7 31 29.5
Long and medium term loan (for new projects) 2.6 115 10 8.6 9.2 8.2 9.5
Long and me(_ilum term Recurrent expenditure 16.5 16.7 18.6 20.4 215 228 20
loan (for existing projects)
Servicé 35.4 33.9 32.1 30.4 28.3 27.3 30.4
Client Wise total domestic credit allocatioh 10 il 100 100 100 100 100 100
Private sectors 56.7 64 62.9 61.9 61.8 60.9 62.3
Public enterprises 43.3 36 37.1 38.1 38.2 39.1 37.7

The most important element in the maex@nomic framework of the plan supply and demand
analysis of foreign exchange earnings. Foreign currency supply largely depends on the amount of
currency that will begeneratedrom exports of goods and services, money transfer, foreign direct
investment, loans and grants while its edibon will depend on credit for investment, working
capital, and imports of goods and services.

With regard to allocation and supply of foreign exchangeduring GTPIl period total foreign
exchange requirement is projected to reach 119.5 billion USD of which, agricuituraccount for

4.8 billion USD (4 percent of the total foreign exchange requirement), industry 35.9 billion USD (30
percent), service 49.8 billion USDX# percent), fuel 15.3 billion USD (12.8 percent), debt payment
7.2 bilion USD (6 percent), foreign exchange reserve 3.8 billion USD (3.2 percent) and the
remaining 2.8 billion USD (2.3 percent) will be allocated for receipt payments of official tramsfer

The service sectancludes domestic and international trade, hotel and tourism, transport, education, health and ctestosub

6 The purchase of treasury bills and bonds of NBE and DBE respectively by private banks are excluded from the total edihedticatio
asit is included in the credit side of DBE.
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foreign exchange accounts. The share of manufacturing industry in total foreign exchange
requirement will increase from 16.5 percent in 2014/15 to 23.9 pebge2019/20. On the other
hand, the share of the service sector in total foreign exchangeement is expected to decline from
49.1 percent in 2014/15 to 39.3 perceyn2019/20 Table 3.6 and 3.Below).

The foreign exchange requirement foragriculture and industry sectors is projected to reach 64.3

and 61.4 percent of their total domestiedit requirement, respectively. Of the total domestic credit
requirement for industry sector, large scale manufacturing industry accounts for 72.4 percent of its
total domestic credit in the form of foreign currency (new industries 55.2 percent andgexistin
industries 78 percent for its working capitaBimilarly, small and medium manufacturing industries
account for 30 percent of its total domestic credit. Investors and traders engaged in those sectors are
supposed to be sdihanced. Of their total fiance, the purchase of foreign currency is estimated to
accountor 30 to 40 percent.

From the supply side mobilization of total foreign exchange requirement throegports of goods

and services, official transfers, foreign direct investment (FDI) atetreal borrowings projected to
reachUSD 115.3 billion during the plan period. The gap in foreign exchange will be 3.8 billion USD
for the plan period. In particular, the gap will be higher in the first three yedsd®fll. But it is
expected to nare down to 409.4 million USD in the fourth years of the plan period and the gap is
expected to be closed towards 1.3 million USD by the end of the plan p&ebtk 3.6 and 3.7
below).

Table 3.6: Distribution of Demand and Supply of Foreign Exchange by Economic sector (In million USD)

ltem Base year Projection 5 years total
2014/15 2015/16 2016/17 2017/18 2018/19 2019/20
1) Total foreign exchange demand 13,839.8 16,994.4 19,866.6 23,641.4 27,214.1 31,739.3 119,455.8
Agriculture 511.9 611.7 757.0 927.6 1,138.2 1,332.0 4,766.4

Industry and other prioritized sector§  3,626.8 4,728.1 5,629.8 6,875.6 8,475.3 10,185.5 35,894.4
For prioritized sectors (rail, energy, road

. 1,344.8 1,552.2 1,652.0 1,900.0 2,200.0 2,600.0 9,904.2
housing and MTEC)
Small and medium scale industries 7.0 189.6 84.5 88.2 132.2 145.2 639.5
Large scale manufacturing industrie§ 2,275.1 2,986.4 3,893.3 4,887.4 6,143.2 7,440.4 25,350.7
Others 9,701.0 11,654.6 13,479.8 15,838.2 17,600.6 20,221.8 78,795.0
1) Service 6,801.0 7,235.9 9,022.1 9,987.1 11,074.6 | 12,457.8 49,7775
2) Fuels 2,300.0 2,415.0 2,760.3 3,047.4 3,364.4 3,714.2 15,301.3

Transfer and foreign currency account

payment 400.0 444.0 492.8 547.0 607.2 674.0 2,765.0
1.1) Debt payment/1/ - 859.7 1,104.6 1,456.7 1,754.4 1,983.3 7,158.7
Foreign exchange reserve 200.0 700.0 100.0 800.0 800.0 1,392.5 3,792.5

2) Supply of foreign exchange 14,380.3 15,679.9 18,988.3 22,469.0 26,804.7 31,740.6 115,682.5

3) Surplus (+) or Deficit{ (2-1) 540.5 (1,314.5) (878.3) (1,172.4) (409.4) 1.3 (3,773.3)

Table 3.7: Demand and Supply of Foreign Exchange (Percent Share in total)

ltem Base year Projection 5years total
2014/15 | 2015/16 | 2016/17 | 2017/18 | 2018/19 | 2019/20

1) Total foreign exchange demand 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Agriculture 3.7 3.6 3.8 3.9 4.2 4.2 4.0
Industry and other prioritized sectors 26.2 27.8 28.3 29.1 31.1 32.1 30.0

For prioritized sectors (rail, energy, road, housing

and MTEC) 9.7 9.1 8.3 8.0 8.1 8.2 8.3
Small and medium scale industries 0.1 1.1 0.4 0.4 0.5 0.5 0.5
Large scale manufacturing industries 16.4 17.6 19.6 20.7 22.6 23.4 21.2

Others 70.1 68.6 67.9 67.0 64.7 63.7 66.0
4) Service 49.1 42.6 45.4 42.2 40.7 39.3 41.7
5) Fuels 16.6 14.2 13.9 12.9 12.4 11.7 12.8
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ltem Base year Projection 5years total
2014/15 | 2015/16 | 2016/17 | 2017/18 | 2018/19 | 2019/20
Transfer and foreign currency account payment 2.9 2.6 25 2.3 2.2 2.1 2.3
1.2) Debt paymert - 5.1 5.6 6.2 6.4 6.2 6.0
Foreign exchange reserve 14 4.1 0.5 34 2.9 4.4 3.2
2) Supply of foreign exchange 103.9 92.3 95.6 95.0 98.5 100.0 96.8
6) Surplus (+) or Deficit) (2-1) (3.9) 7.7 4.4 5.0 15 (0.0) 3.2

Overall, to realize the national vision of becoming a lower middle inamuatryby 2024/25, it

is crucial to sustain double digit economic growth through expanding the share of investment in
GDP from 39.3 percent in 2014/15 to 41.3 perdsr2019/20. Bosting domestic saving plays a
critical role in achieving this goal. Accordingly, the share of gross domestic saving in GDP is
projected to reach 29.6 percent by 2019/20 from 21.8 parc@6i4/15. To this end, a lot has to

be done to enhance productiand productivity, promote and enhance the saving habits of the
society, expnding banks, microfinance institutions and introduce different saving instruments
that couldhelp increaséomestic saving.

Increasing foreign exchange mobilization capabiigyof paramount importance alongside
increasing domestic saving to achieve the investment goals and objectigesosghe various
economic sectors such as industry, agriculture and service. Particularly, in the context of
Ethiopia most of the investnmd projectsrely on importedcapitalgoodsand inputs Thus, unless

the required amount of foreign curreney supplied, these investment projects could not be
implemented as desired. This will in turn adversely affect gross domestic saving and economic
growth. Hence, in order to increase the capacity of foreign exchange eatménfyansformation

of export performancesaindicated in the plan, eelerating efficientmport substitution capacity

of industries both in terms of quantity and quality, gamdmoing other sources of foreign
exchange earnings such as remittances and foreign direct investmentaré-@ijical

Overall, during the plan period (2015/48019/20), budgetary and dfudget sources of capital
expenditures are projected to reach ETB 1.3133 trillion and ETB 1.28 trillion, respectively. Thus,
a total of ETB 2.60 trillion is to be allocated for investmprojects during the period GTPII.

In order to increase foreign exchange earnings capacity, maintain rapid and sustainable economic
growth, structural change is of paramount importande this regard, enhancing and
strengtheningll-inclusiveimplementation capacity during the plan perisassential

"It indicates the debt paymnts of government institutions excludipdvate institutions anthe EthiopianAirline.
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V. Economic Development Sector Plan

4.1. Agriculture and Rural Transformation

Strategic Directions

Building on the progress made und@&frP 1, the following strategic directions will be pursued in

the next generation of transformation and sustainable development plan for Agriculture and
Rural Transformation: (i) development of smallholadgop and pastorahgriculture will be

further enhanced and hence w#imainthe main source of growth and rural transformation
during the GTPII period; (ii) provide all rourded support to educated youth to enable them
organize and engage in agriculture investment; (iii) enharmaspyn of the necessary support

for domestic and selected foreign investors taking their capacity into consideration to enable
them patrticipate in transformative agriculture sub sectors such as crop, flower, vegatdbles
fruits and livestock develaopent; (iv) further pursue implementation of the scaling up strategy as
suitable to the various agexological development zones; and (v) pursue holistic measures
aimed at addressing constraints and challenges related to supply of agricultural inputs and
utilization of agricultural technologies.

Ensuring sustainable agriculture through the development of natural resaaligesg the
agriculture development plan with the green economy development strategy coupled with
expansion of irrigation developents arethe strategic directions to be pursued with regard to
natural resource conservation and management. Besides, efforts will be made to improve benefits
to the community through strengthening biodiversity coreg@n. Enhancing the income of
farming households through progressive transition from producing subsistence crops into high
value crops, putting in place efficient agricultural marketing system, and enabling the youth and
women in rural areaBenefit from agricultural developmeatethe othe strategic directions to

be pursued during the GTPperiod.

Besides, medium term and letgrm livelihood improvement and alternative income generating
activities will be undertaken in arid and seanid areas of the country as complementary
strategicdirection in the coming five year§he necessary mechanismalaystems will be put

in placeto implement the aforementioned strategic directions, realize the objectives set out and
meet the targets articulated in agriculture and rural transformatiotogewent plan.

Objectives

The agricultural sector development plan has the following objectives: (i) bringatzmlérated

and sustained growth of agriculture within the framework of the Climate Resilient Green
Economy Strategythat equitably benefg people at all levelsand thatrealizes structural
transformationof the sector and the overall economy (ii) Bring about a significant shift in
agricultural productivity, build productive capacity and thereby enhance the contribution of the
sector to the ecmmy and stabilizing the macro economy; (iii) to enable women, youths and
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other stakeholders participate in a structured and organized manner to contribute their part and
benefit from the development outcomes.

Major Targets

The following major targets aset to achieve the objectives®TP Il (2015/16i 2019/20).

A) Crop Farming and Pastoral Development
A.1) Crop Productivity and Production

The achievementdn this subsectorunder GTP | would be sustained to bring about
transformation within the sector. Hence, the amount of crop production by smallholder farmers
during the mairharvestseasornis set to increasgom 270.3 million quintals in 2014/15 to 406
million quintak by the end of th&TP I period.

According to the base case scenario, the level of production and productivity of major crops is
projected as follows:

i) Average productivity of stalk cereals will increase from 29 quintals/ha in 2014/15 to
42.64 quintals/ha by the end 2019/20. Total productioof stalk cereals is projected to
increase from 115 million quintals in 2014/15 to 171.78 million quintal by the end of
2019/20;

i) Average productivity of nostalk cereals will increase from 21.1 quintals/ha in 2014/15
to 31 quintés/ha. Total production is projected to increase from 120.3 million quintals in
2014/15 to 184.22 million quintal by 2019/20.

iii) Average productivity of pulse crops is projected to increase from 17.2 quintals/ha in
2014/15 to 23 quintals/ha by 2019/20. Tatabduction of pulse crops is projected to
increase from 26.4 million quintals in 2014/15 to 38.75 million quintals by the 2019/20.

iv) Average productivity of ofleedcrops is projected to increase from 9 quintals/ha in
2014/15 to 12.7 quintal/ha by 2019/2Dotal production of oil crops is projected to
increase from 7.5 million quintals in 2014/15 to 11.5 million quintal by 2019/20.

The envisaged markeshift in crop productivityis to be pursuedhroughthreetracks during
GTP II: the first track is to rams the productivity level of the majority of farnseto the
productivity level attained by model farmef&his refers to major food crops, industrial crops
and export cropsThe second and complementary tragko raise the level of productivity and
produdion of model farmers to the level of productivity attained by agricultural researthes
through building and enhancing the capacity of resezgnlres

The third track is provision of all rounded suppamndcapacity buildingo agricultural reseatc
centresthatenable thendeliver new agriculturalechnologies thatan serve as theext drivers
of agricultural growth. Thus, every effort will be made to bring about a significant shift in the
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performance of agricultural researchntresto enable them meet international standards based
on international benchmarking.

A.2) Coffee Productivity and Production

During theGTP Il period the productivity of coffee is projected to increase from 7.48 quintal
per hectare in 2014/15 to 11 quinta@r hectare by 2019/20. Total production is projected to
increase from 420 thousand tons in 2014/15 to 1045.05 thousand tons by 2019/20.

A.3) Horticulture productivity and Production

Besides expanding crop development and enhancing quality and pvagutdi become
competitive, building horticultural production capacity of farmers will be accorded special
emphasis during the period &TP Il to bring about a radical change in the sub sector. A
significant shift in productivity and production of the ticulture sector and ensuring quality

will be effectively undertaken through combined efforts of smallholder farmers among
themselves, joint efforts between small scale investors and emerging educated youth, as well as
joint efforts between domestic andrémn investors. Such a joint undertaking enables these
operators efficiently utilize markets, infrastructure and logistics supply and let smallholder
farmers participate in areas of specialization that facilitate structural transformation.

A.4) Livestock Productivity and Production

It is the livestock sub sector that is expected to bring about radical change in both sedentary
agriculture and pastoral areas. The livestock subsector of the country is still at the lowest state of
development beingstill dependent on backward production methods. Although relative
improvements have been registered in cattle and poultry subsector during the later geflied of

I, it was not satisfactory. DurinGTP II, efforts will be made to transform the subsector by
scaling up the best practices and experiences gained so far.

Implementation of these lessons and best practices calls for proper identification -of agro
ecological zones that are suitable for the propastedvention. In this regard, the country can be
divided into three agrecological development zones. It is necessary to prepare separate
livestock development strategies for each agpological zone. The first agexological
development zone identifieas such is the highland/mid altitude agestoral with adequate
moisture The second is highland/mid altitude agro pastoral withisture stresswhile the third

is lowland pastoral and semi pastoral ageological zones. Identification of production
methods, preparing detail plans for each aggological zone andffectiveimplementation of
these planswill determire the realization of the transformation agenda. Similarly, genetic
improvement will be carried out through crossbreeding selected loealdrbased on the
identified livestock development zones and taking into consideration the level of understanding
and capability of farmers and pastoraligis the technology.The selecton of cattle for
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production of red meas based on the local bree(Boranatype) Extensive crossbreeding with
exotic varieties assisted by synchronization will be carried out for smallholder farmers in
highlands/middle altitude areas where there is adequate moisture. Emphasis will mainly be given
for dairy development ithis regard.

Besides, in pastoral and arid areas emphasis will be given to crossbreeding or reproduction of
selected local breeds and reproduction of improved varieties of small ruminants such as sheep
and goats to be undertaken mainly by women and ydirtiphasis will also be given to expand
modern ranches carried out by private investors. For this to materialize, provision of all rounded
support including supply of land will be the major strategiervention

Emphasis will be given to improvingvestock productivity and production for both mixed and
pastoral agriculture development. Accordingly, average daily milk yield from crossbred cows is
projected to increase fromlBres per cow per day in 2014/15 to 1liffes per cow per day by
2019/20. With regard to meat production, average cattle carcass yield is projected to increase
from 107 kg in 2014/15 to 138 kg by 2019/20. The average honey yield per harvest from frame
hives is also projected to increase yield fronkg0n 2014/15 to 30 kg by 2019/20.

The following major targets are set for livestock production during the period ofIG{iPtotal

meat production (cattle, goat, camel and poultry) is projected to increase from 1,321 thousand
tons in 2014/15 to 2,Bthousand tons by the end of the plan period; (ii) total milk production
(cow, goat and camel) is projected to increase from 5,304 miiti@s in 2014/15 to 9,418
million litres by the end of the plan period; (iii) total skins and hides productiorojeqted to
increase from 22.4 million in 2014/15 to 35.6 million by the end of the plan periodptal)

eggs production is projected to increase from 163 million in 2014/15 to 3,938 million by the end
of the plan period; (v) total production of honeyprojected to increase from 60.7 thousand tons

in 2014/15 to 123.9 thousand tons by the end of the plan period; (vi) total production of wax is
projected to increase from 5.7 thousand tons in 2014/15 to 8.6 thousand tons by the end of the
plan period; ¥ii) total production of fish is projected to increase from 31.5 thousand tons in
2014/15 to 47 thousand tons by the end of the plan period; (viii) total production of silk cocoon
is projected to increase from 3 tons in 2014/15 to 7 tons by the erel mhthperiod.

A.5) Natural Resources Conservation and Utilization

To undertake crop and horticulture development with adequate moisture,-gfoengnnatural
resources conservation work has to be transformed to the next higher level. To thiseeffets

are set to improve natural resource conservation and utilization in three areas of activities: rural
land administration, watershed management and expansion of small scale itrigation
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Watershed Management

The following major targets are set for watershed management during GTH: (i) The
number of community watersheds with a development plan is projected to increase from 19,748
in 2014/15 to 93,713 by the end of the plan period; (i) the area of laabilitated through

area closure is projected to increase from 10.86 million hectare in 2014/15 to 22.54 million
hectare by the end of the plan period; (iii) the area of watersheds supported with physical soil
and water conservation structures is projetbeidcrease from 8.12 million hectare in 2014/15 to
27.23 million hectare by the end of the plan period; and (iv) 1.5 million jobs are to be created for
citizens through development works in watershed management.

Besides, climate resilient agricultuddvelopment will be enhanced on 9 watersheds which have
been previously covered by physical and biological soil and water conservation structures and
rehabilitated through aredosure eachvith area of 250 hectare and a total area of 2250 hectare.
Efforts will be made to measure the amount of carbon accumulated annudiyetoninethe
changebrought about as a resultiafproving reforestation programs.

Rural Land Administration

The following major targets are set with respect to Rural LandAdministration during

GTP II: (i) Provide land use certificates for 7.2 million male and female headed households that
secure land use right by carrying out the second level of certification for 28.6 million farmlands
in 359 Woredas (ii) prepare nationalrural land usemaster plan; and (iii) preparkand
administration and utilization master plan for each regional state

Irrigation Development

With regard to Irrigation Development, activities will be carried out to ensure sustainable
agricultural develoment enhancing its productivity through improved water utilization and agro
ecological based irrigation schemes. Over 4 million hectare of land will be developed by
strengthening irrigation works that can be undertaken by smallholder farmers dur&@Rhke

period. Besides, medium and large scale irrigation development and dam constructions will be
undertaken and strengthened by federal and regional government institutions.

The following major targets are set with respect to irrigation development dung GTP II:

(i) increase the area of land covered by irrigation from 2.34 million hectare in 2014/15 to
4,143,000 hectares by the end of 2019/20, (ii) develop 1,743,000 hectare additional irrigated land
during the plan period and providing access to astl®ne alternative water point for 80% of
smallholder farmers (senpiastoralists) of which 50% are users of the full irrigation farming
package. If these targets are achieved as planned, thisowititmite to the realization dhe
irrigation potentiabf the country.
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A.6) Improved Production and Productivity through Strengthening Demand Driven
Agricultural Research works

The major objectives and targets set in areas of strengthening demand driven agricultural
research during the period of GTIRare the following: (i) drive all the agricultural research and
extension institutes to the next phase of capacity to enable them disseminate tested technologies
that are proved to be effective to all users and to avail packages of newly tested technologies;
(i) to render all the gricultural technologies disseminated from reseasttressuitableto all

agro ecological zones with adequate moisture, moisture stress, irrigable lands, and pastoral
environments; (iii) to avail 308 tested technologies in crop, agro mechanizatiochhimtayy,

and agricultural quality and nutrition; (iv) to disseminate 466 technologies in livestock,
apiculture, silk, and soil and water; (v) to identify and disseminate new feasible varieties that are
resilient to climate change and have positive coatitins for climate resilient green economy
development aimed at enhancing agricultural production and productivity.

A.7) Improved Sustainable National Biodiversity Conservation and Equitable Benefit to
the Community

The major targets set for ensuring moyped sustainable biodiversity conservation and equitable
benefit to community includes the following:

With regard to essitu conservation of degraded species of biodivergityncrease the number
of plant species from 836 in 2014/15 to 2,313 by th& @nthe plan period; (ii) increase the
number of microbial species from 605 in 2014/15 to 1055 by the end of the plan period; and (iii)
increase the number of animal species from 4 in 2014/15 to 8 by the end of the plan period.

With regard to imsitu congrvation (i) to increase the number of plant species from 614 in
2014/15 to 1,026 by the end of the plan period; and (ii) to increase the number of animal species
from 15 in 2014/15 to 36 by the end of the pfseriod (iii) in efforts to utilize biodivesity
resources for research and developmeatgets are set to increase the number of plant
species/accessions from 162,829 in 2014/15 to 204,006 by the end of the plan period; (iv) to
increase the number of microbial species/accessions from 41 in 20&4218 by the end of the

plan period; and (v) to increase the number of animal sperm gene from 1,000 in 2014/15 to 6,000
by the end of the plan period.

With regard tocharacterization of biodiversityi) to increase the number of plant accessions
from 7,344 in 2014/15 to 10,120 by the end of the plan period; (ii) to increase the number of
animal species from 16 in year 2014/15 to 18 at the end of the plan period; and (iii) to increase
the number of microbial species from 2 in 2014/15 to 6 by the et gflan period.

The countryds accesses and benefits from the
its resourcesutilized for development through establishing legal licensing system on
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biodiversity. Thus, the number of access and benefit sharing licenses provided will increase from
360in 2014/15 to 818 by the end of GTIRperiod.

A.8) Food Security, Disaster Prevention and Preparedness

The major targets sét Food Security, DisasterPrevention and Preparednessncludes the
following: (i) increase the amount of contingent food reserves from 405,000 metric tons in
2014/15 to 1.5 million metric tons; (ii) increase the amounmiatfood item stocks from 382
thousands in 2014/15 to 1,42Rd the amount of contingent budget from Birr 123.13 million in
2014/15 to Birr 415 million by the end of the plan period; (iii) increase the number of productive
safety net program beneficiaries from 3.4 million in 2014/15 to 8.3 million by the end pfah

period; (iv) increase the number of male and female headed housahwdgraduate from

safety net program from 49,199 in 2014/15 to 1,000,223 or 5,001,116 graduates; (v) increase the
number of chronically food insecure household heads (male amaleewho are able to build
assets through household based credit package services from 161,698 in 2014/15 to 628,850 by
the end of the plan period.

In addition, householdeesettled through voluntary resettlement program in the past will be
supported toenable them become food ssiffficient during theGTP Il period Moreover,
resettlement programs will be carried out in selected parts of the regional states on voluntary
basis.

B) Graduate Youths and Private Sector in Agricultural Investment

Coordinated and all rounded supports will be given to youth graduates to enable them participate
in agricultural investments in an organized manner. Efforts will be madartarethe future
developmental investors of the country, especially in produafanputs for agreprocessing
industries and for the export market through provision of land including rehabilitated mountains,
machinery leases at affordable prices, capacity building trainings, inputs and appropriate market
infrastructureso youth gradates

It will be important to organize youth graduates from universities and colleges to enable them
understand the importance of voluntary based organization and acquire technical knowhow
required for efficient work process integrated enterprise devaopr@onditions will be created

to link small and medium investors with educated yougmicaltural investors and large
investors.

Land Preparation and Supply

As indicated in the assessment@TP I, private sector participation in agricultural development

was limited to participation of domestic and foreign investors in flowers and a few domestic
investors in cotton and horticulture production. So tae level of private investment in
agriculturald evel op ment i s sti || at a | ow | evel re
resources endowment and suitable land available for agriculture. Thus, integrated support will be
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given to domestic small and mediunvestorswith land holding between 100 and 5000 hectare
out of the 3 million hectares of lansuitable for investment. For small and medium scale
investment, regional state governments will provide all round and integrated support by
preparing lands to new entrants gmdspective investors in the subsector.

The total land identified for investment@iTP Il period is estimated at 500 thousand hectare and
this increases the total land identified so far at national level to 4.315 million hectare by 2019/20.
Target is ale set to increase the total area of land verified from 1.1 million hectare in 2014/15 to
2.443 million hectare, verifying an additional 1.343 million hectare duringshe Il period

The area of land identified and brought into the federal keamk will increase from 2.2 million
hectars in 2014/15 to 2.54 million hectares by the end of the plan period, bringing additional
335.5 thousand hectaro the federal land stock. The total area of land transferred to investors
will increase from 2.4 million heate in 2014/15 to 3.1 million hectares by the end of 2019/20,
transferring additional 671.8 thousand hecalging the period of GTR.

Production of Exportable and Income

Small and mediunmvestors willbe encouraged foarticipate in production agfxport goods and
industrial inputs (crop, flower, horticulture and livestock development sub sectors). The
following major targets are set for the subsector during the IGpRriod (i) to increase land
coved by flower development from 1565.1 hectar2(h4/15 to 3066.4 hectare by the end of the
plan period; (ii) to increase land covered by vegetable development from 1297.5 shiectare
2014/15 to 2325.4 hectarby the end of the plan period; (iii) to increase land covered by fruit
development from 1077®ectarsin 2014/15 to 11314.8 hectarey the end of the plan period.

Similarly, the area of land developed by herbs will increase from 190.4 rsicte2814/15 to
447.3 hectareby the end of5TPII period.

The following major targets are set witlgeed to export earnings from the subsector during the
period of GTPII: (i) to generate 455 million USD and 75.8 million USD from export of flower
and vegetabkg respectively through expansion of horticultural production; (ii) to increase the
amount of ncome to 29.66 million USD from fruit export and 16.6 million USD from herbs
export by the end of the plan period; (iii) to increase the amount of income to 577 million USD
from the export of horticulture.

Identification, selection and supply of new hcuttural varieties to the market and development
of market oriented varieties will be undertaken to achieve the various targets set for the
subsector.
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Provision of Agricultural Investment Services and Infrastructures

Large scale agricultural investors are those who develop more than 5000 hectares of land within
an area adjacent to one another and that fall within the jurisdiction of the federal government.
Apart from a few investors engaged in cotton farming, participan large scale agricultural
investment has not been satisfactory so far. For effective participation of large scale investors in
agricultural development and thereby enhance its contribution to economic growth, efforts will
be geared towards bridgingfrastructure deficits in areas that are suitable for large scale
agricultural investment. This effort will be complemented by improving good governance and
service delivery system addressing problems of rent sebkingvioursand practices exercised

by some investors.

Agricultural Sector Development and Transformation

It is of paramount importance to note that effective implementation of planned activities across
all those agricultural development sub sectors outlined above require extensive tmbidiza
labour It is important in its own right as job creation in rural a@agis one of the objectives of

GTP Il. Thus, agriculture will play invaluable role in creating job opportunities especially for
women and youth.

Agricultural development wilfemain the main source of economic growth during the GTP
period Accordingly, value added of agriculture and allied activities is projected to grow at an
annual average rate of 8% (crop 8.2% and livestock 8.4%) during thdl@€Rod This will
contibute to ensuring food securityguppress inflationarypressure and supply inputs for
industries, and to narrow trade deficits and stabilize pressures on the balance of payments by
stimulating merchandize exports. Necessary supports will be given inysapgblutilization of

inputs, in agricultural extension, in strengthening cooperatives, in enhancing agricultural
investments through closely monitoring progress on targets set to improve crop and livestock
productivity.

Enhancing structural transformati@mong productive sectors has been set as an overriding
objective of GTHI. One of the channels of structural transformation from agriculture to industry
is the decline in the share of agricultural employment and relative increment in industrial
employment, especially manufacturing employment. Thus, in the next 5 years period and
beyond the share of employment in agriculture is exigecto decline whiledhe employment
shareof industry, especially manufacturing increases. [Hiwurforce in agrculture and allied
activities estimated at 31.8 million in 2014/15 is expected to increase at an annual averzge rate
1%, reaching 33.4 million by 2019/20. In relative terms, the share of employment in agriculture
currently estimated at 75% expectedd decline to 67.5% by the end of the plan period. The
transfer of surplugabourfrom agriculture to industry in the process of transformation will help
increase the productivity of the remainiagpourforce engaged in agriculture. Thus, per capita
labaur productivity in agriculture is projected to increase from Birr 8437 in 2014/1Birto
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11,771 by 2019/20. Accordingly, productivity of export crops such as pulses and oilseed is
expected to increase significantly. Productivity of wheat and barley vanechised for domestic
consumption and for agro processing inputs is also expected to increase significantly.

Implementation strategies

A) Implementation Capacity Building

The fundamentalissuesin the agriculture sector have been identified in the process of
formulating the agriculture development and rural transformation plan. Implementation capacity
being a key issue during GTIR there will be a shift to a system establishment beyond piece
meal and ad hoc approadof implementation capacity building adties during the second
Growth and Transformation Plan period. Thus, systeiti be established for plant protection,
animal health and quality control, agricultural input supply and credit servioafee
development extension, urban agriculture, Iryyauth employment generation, egtowers
schemes, contract agriculture, and agricultural product marketing. The scaling up strategy will be
implemented through building well organized developmental army and technological
transformation system.

To modenize the agricultural commodity exchange systesnd render it more inclusiye

efforts will be made to coveproduction market while maintaining the owgoing effort in
strengthening the Ethiopian commodity exchange system. Clear development directions will be
set out for cooperatives through creating conducive environment to be organized and become the
main actors of the agricuital marketing system. Rural financial system will be properly
established to accommodate savings generated through the wealth being created in rural areas.
Rural health and education service coverage, rural access road coverage, rural potable water
supply, electrical and telephone access and coverage will be expanded while at the same time
improving quality of services in the respective sectors. Besides, to maintain the current
momentum of popular participation and mobilization quite a number of capadilyiny
activities will be undertaken during ti&TP Il period.

B) Improved Crop Productivity and Production
Building climate resilient green economy is a key agenda across sectors ih Gdédrdingly,
target is set in crop production to reduce 77.9ioni metric ton greenhouse gases by 2030 of
which 25.97 million metric ton is to be reducedringthe GTP Il period by using agricultural
inputs that have low greenhouse gas emission, execution of systems that increase production and
expansion of sma#cale irrigations.

129



B.1) Strengthening Agricultural Marketing and Cooperatives

All planned advities aimed at bringing abouwignificant shift in agricultural productivity and
production will not be possible without modernizing the agricultural marketing system. Despite

some improvements during the first Growth and Transformation Plan period, agricultural
marketing system hasonh shown significant changes. Thus, activities will be undertaken to

render the agricultural marketing systemreeffective and efficient. It would be appropriate to
assess and ensure marketing system ¢t hwat i nt ec
investors whaneed tabe involved in the process. All cooperatives that have swodganguard

leadership, galified staffand capacity ar@ncouraged to lead movements of tharketing

system.

Through organizing cooperatives taking irtonsideration the interest of the community, the
total number of basic cooperatives will increase from 59,401 in 2014/1540164h 2019/20;

the number of cooperatives union will increase from 314 to 324 by 2019/20; participation of
women and youths willeach 50% and 30%espectively by the end of the plan period. The
amount of capital of basic cooperatives, unions, and cooperatives federations will increase.
Similarly, targetsare set to organize unions and new basic cooperatives in selected areas in
collaboration with the federal and regional governments through provision of special supports to
developing regional administrations and strengthening existing cooperatives. Along with this, it
requires to be effective in areas of expanding rural infrastres and ensuring quality service
delivery through the supply of information and communication technology, transport and
warehouses for agricultural products.

B.2) Agricultural Inputs Supply and Utilization

Input supply is likely to be a major consiraduring the GTRI periodgiven the additional input
demand that would result from the envisd@xpansion of agricultural investment outside of
smallholder agriculture especialby those in horticulture and livestock development. Measures
will be taken to ensure integrated input supply system for farmers/pastoralists, educated youths,
private investors and government.

Fertilizer Supply

The application of fertilizer based on sa@bbratory results to ensure compatibility of soil types

will be implemented as a system in all parts of the country to increase crop productivity.
Accordingly, a target is set to increase the supply of fertilizer from 1,223,309 metric tons in
2014/15 to 262,106 metric tons by the end of the plan period. Besides, the voucher credit
system which has been pilot tested inVBaredado increase agricultural input utilization will be
scaled up to all regions and/oredas.This implies that the newly agriculturanput credit
strategy/system which has been under pilot test will be implemented fully so that farmers will
not be constrained because of limited access to credit. To this effect, rural credit and saving
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institutions, regional agricultural bureaus, amhhcial institutions in a more coordinated and
integrated manner.

Seed Supply

A number of activities will be carried out in regard to the supply of seeds. Thus, shortage of
original seeds supply will be alleviated and the required supports will be iv@ganizations,
farmers and government seed multiplying agencies through identifying their skill and material
limitations. Accordingly, target is set to increase the amount of improved seed supply from
1,873,778 quintals in 2014/15 to 3,559,924 qusist the end of the plan period. The supply of
seeds for pulses and oilseeds is constrained owing to low productivity and poor disease
resistance; hence, to address this problem and improve the supply of seed, productive and disease
resistant varieties othe crops will be discharged from the agricultural reseamsitres The

federal and regional governments will allocate original seed, multiplication farmlands and capital
for federal and regional seed enterprises to improve the capacity that enablds filethe

existing gap in the supply of improved seeds. To ensure timely supply of seeds, to address the
problem of long chains in the process of improved seed distribution, and to decrease the unused
seeds which are transfedto the next farming seasdalirect distribution system which is under

pilot test will be expanded through time in all regions and areas of the country.

Agro Mechanization Inputs Supply

Agro mechanization inputs which contribute to productivity improvement will be supplied in an
organized manner. The capacity to supply ispwill be strengthened in all aspects at both
federal and regional levels.

B.3) Expansion of Agricultural Extension system

Expansion of agricultural extension services to agrarian and pastoral areas isibelibage
significant contribution to improving crop and livestock productivity. It includes provision of
basic training and changing the attitudes of the farmer and pastoralists in addition to teaching and
advising. Thus, during GTPperiod, the numberof farmers who benefit from the extension
services will increase frorh3,090 thousands in 2014/15 to 16,776 thousands by 2019/20 and the
number of pastoralists who benefit from the service will increase from 510 thousands in 2014/15
to 892 thousands by 29/0, and semi pastoralist who benefit from the service will increase
from 350 thousands in 2014/15 to 569 thousands by 2019/20.

Overall, target is set to increase the total number of beneficiaries from agricultural extension
services from 13,950 thousanih 2014/15 to 18,237 thousands by 2019/20. The number of
trained development agents replacing experts will increase from 14,100 in 2014/15 to 24,325 by
2019/ 20. Besi des, farmerso6 competency test wi
selectedields based on their preferences.
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Building and strengthening existing trainimgntresin agrarian and pastoral areas improves
guality and speeds up the agricultural extension service delivery processes. Hence, during the
GTPII period, trainingcentres will increase from 11,000 in 2014/15 to 18,000 by the end of the
plan period. Theentreswill be supported with materials so that they will be able to provide
adequate servicesOverall the agricultural extension service delivery system will be tuned
towards enhancing the full and effective implementation of the scaling up strategy.

B.4) Enhancing Agricultural Investment

Encouraging environmental friendly agricultur
directions. Private investors Wbe required to prepare programs in their areas of investment to
adapt stresses caused by climate change and to measure their contributions towards building
green economy. This will mainly focus on horticultural development and large scale farming.

On-going efforts in promoting large scale farming to encourage the private sector will also
continue during th&TP Il period Thus, production and productivity of the sector will increase

to enhance its contribution for domestic supply and export dii@sdn through the transfer of
lands suitable for large scale agricultural investments to domestic and foreign investors,
provision of appropriate infrastructural services and supports, establishment of technological
transformation system, and participatiand benefiary of the community frondevelopment.

To this effecta host of activities will be carried out to increase the participation of the private
sector in agriculture sector. The major implementation strategies to be pursued during the period
of GTPI | i nclude the foll owing: Building the s
coordinated and integrated manner with concerned bodies to address the problem of unskilled
labour supply; addressing the problems of good governance and rdangelrough public
mobilization to create conducive investment environment; ensuring transfer of land (2.3 million
hectare) for investors; improving productivity and production through regular land use
assessment and support provision; identifying, omyagiand appropriately transferring land to
private investors which are suitable for large scale farming that are not occupied by people, not
planned to be used by the government for other services; further strengtleéorts in
collaboration with conaaed bodies tdulfil different rural infrastructural services; encouraging
local investors to participate in the sector; exercise prudencattracting foreign investors;
creating appropriate environment for input supply and undertaking other supativities.

C) Livestock Productivity and Production
Livestock Genetic Improvement

GTP Il emphasisthe significance of unleashirtge huge potential that the country is endowed
with in livestock resource It aims to significantly increase the economic and social benefits
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derived from the sector to this effecthe measures thawill be carried out towards the
development of the sectanclude improving the genetics of livestock, expanding livestock
health coverageenhancing service quality and control and improving supply of livestock feed.

The following major targets are set to improve livestock genetics during the period df: GTP
increase the number of cattle with improved genetics from 902,390 in 20b441902,000 by
2019/20; increase field artificial insemination efficiency by reducing number of services per
conception from 2.4 in 2014/15 to 2 by 2019/20; increase the number of liquid nitrogen
productioncentresfrom 21 in 2014/15 to 30 by 2019/20; amtrease the annual artificial
insemination service delivery capacity from 1.75 million in 2014/15 to 5.2 million by the end of
the plan period.

Improved Livestock Health Coverage

Production of livestock quality vaccine with international standard will increase from 226
million doses in 2014/15 to 306 million doses by 2019%2@yeda® mont hl y | i vesto
outbreak reporting rate will increase from 45% in 2014/15 to 85% by 2019/20; the coverage of
animal clinical services will increase from 60% in 2014/15 to 85% by 2019/20; the emergence of
PPR in pastoral areas will be put endotal control by the end of the plan period; defects on

the quality of hides will be reduced by controlling external parasites and skin diseases of goats
and sheep; the area which is free from tsetse flies will increase from 58,500 lstiuaetre in

2014/15 to 91,500 squakdometreby 2019/20; the coverage of vaccination based on risk level

will increase from 70% in 2014/15 to 95% by 2019/20.

Improved Livestock Feed Production

Animal feed production will increase from 68 million tons in 20B54td 184 million tons by
2019/20; communal grazing land and rangeland developed will increaself@#mmillion
hectare in 2014/15 to 4 million hectare by 2019/20; the number of fodder producers that meet the
requirements of Fodder Safety, Quality and &wdjpn Guideline will increase from 40% in
2014/15 to 90% by 2019/2Qwverall, the amount of annual and perennial fodder seed production
will increase from 2.2 thousand tons in 2014/15 to 8.9 thousand tons by 2019/20; and livestock
feed from industriaby-productswill increase from 1.5 million tons in 2014/15 to 3.3 million

tons by 2019/20.

Integrated Implementation of Livestock Value Chain Efficiency

In line with the direction set out in the Climate Resilient Green Economy Strategy document, it
is planred to limit the amount of greenhouse gases released from the livestock sector to 77
million metric tons by 2030. That would have been 125 million metric ton (CO2e) as per the

businessas usual scenario, reducing 48 million metric tons through improvesstinek value

chain efficiency, expanding low carbon emitting methods, improving grazing lands, and
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improving and strengthening livestock health coverage. Based on the direction set out in the
strategy, targets are stiring theGTP Il period to reduce 16 million metric tons of greenhouse
gases (CO2e) and 6.5 million households implementing livestock value chain efficiency
practices to reduce 5.37 million metric tons of greenhouse gases.

D) Natural Resources Conservation and Utilizatia

To achieve targets set in natural resources conservation and management, enabling environment
will be created for the participation afl stakeholders. Through maintaining the momentum of
public mobilization achieved in GTE people will continue to énefit from natural resource
conservation and development works. In moisture rich aegfisient use of rain water and in
moisture stressed areas water harvesting, small scale irrigation development and soil and water
conservation works will be carriedubto increase agricultural production and productivity. To
rehabilitate the natural resourcdsase and wisely utilize existing resourgedivestock
development will be integrated with natural resource development.

On the other hand, emphasis will be give lay the ground for building climate resilient green
economy and to capacitate climate change mitigation and adaptation strategies. Thus, capacity
building training will be giverto 3,133,378 leaders drawn from every level of administrations
which include experts, farmers and pastorakst.a result31.58 million Metric ton greenhouse

gas (CO2e) will be offset by rehabilitating and developing areas through integrated watershed
management and ensuring sustainable agriculture on 2.94 million hectares of land.

E) Improved Sustainable National Biodivesity Conservation and Equitable Benefit to the
Community

Activities will be carried out to expand -situ and exsitu biodiversity conservation sites in
coverage and contents. Through strengthening sustainable conservation of biodiversity, different
genett types of agricultural crops wil|l be supp
equitable benefits. Activities will be undertaken to control the movement and expansion of
invasive exotic species and t o sitydsoarees.thhei r
general, guidelines and manuals that enable the community equitably benefit from the
biodiversity and improve sustainable conservation of biodiversity will be prepared and effected.
Capacity building and awareness creations will be gieenommunities and stakeholders to
ensure access and equitable benefit sharing from the resources. Damages to biodiversity
resources due to climate change will be reduced through research and study by enhancing the
conservation and utilization of resouscthat have significant contribution to climate resilience

and green economy building during B&P I period.
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F) Food Security Disaster Prevention and Preparedness

Different strategies formulated to date are under implementation to prevent disasterensure

food security. This will be further r@ngthened during the period GfTP II. The following are

the main implementation strategies during GMPincreasing the capacity of contingent food
stock; improving the early warning system and holdnofficient stocks ohonfood items for
emergency. In addition, building contingent budget and prepaiingedarisk vulnerability

profile are the other strategids improve the situation of food security the productive safety net
program will be strerthened and graduation from safety net prograitisalso be encouraged.
Moreover, to ensure food security strengthening resettlement programs and improving the credit
system that enables to build household assets; establishing risk insurance systentrihatteso

to building climate resilient green economy; making early warning system accessible-tand up
date; reducing the amount and frequency of disasters occurring due to climate change through
improved participation of the private sector in the arealiofate related risk insurance are the
main implementation strategies during the perio@oPII.

G) Agricultural Development in Pastoral Areas

During the period of GTH, due emphasis will be given to expansion of potable water supply
for humans and livestock, expansion of small scale irrigation using surface and ground waters,
strengthening the pastoral extension service system, integrating the implementation of social
service institutions and infrastructures and institutional capacity building. Accordingly, potable
water supply projects for human and livestock will be designed and feasible irrigation
technologies using the surface and ground waters will be selectdthplednented during the

plan period. In identified development corridors, access roads and bridges will be constructed
and in selected developmetegntres social and economic service delivery institutions will be
fully equipped and start to deliver semsc With regard to watershed developmenimost
emphasis will be given to addressing implementation capacity bottlenecks in water and road
construction coupled with building implementation capacity of regional states.

4.2. Manufacturing Industry

Strategic Directions

The development of themanufacturing industryor industrialization has now become
indispensablan the renaissancdrive of the country. In the upcoming years, the growth of
manufacturing industry is critical in order to ensure suatdiity of the current economic

growth and to realize the vision of becoming a lower middle income country by 2025. Rapid
economic structural transformation is cruci al
frame. In the coming years, breakirough ineconomic transformation anddustrialization is

the overarchingoalof the industrial sector.
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Thus, accelerated growth of theanufacturingindustry will be promoted through expanding
new investments mainly in expeastiented manufacturing anichproving the productivity and
competitiveness of domestic manufacturing firfibe strategic directios during GTP Il are
improving the productivity, quality and competitiveness of both existing and new industries and
ensuring structural change, buildiladpourintensive light manufacturing industtiyatis globally
competitive in terms of productivity, quality and prideansformingthe medium and large
manufacturing industryo becomea reliable source of foreign exchange and building industrial
engineering and technological capacity. Efforts will also be put to improve the production
capacity of existing industries, expand new manufacturing industries and attract new local and
foreigndirect investment both in quantity and quality. In addition, all the necessary effort will be
made to link the development of high tech and light manufacturing industries, expand metal and
engineering and chemical and pharmaceuticals industries and gebstiiaitegic imported items

by locally produced goods and reduce pressure on foreign exchange demand for imports.

The objectiveis to makeEthiopiaa leadingmanufacturinchubin Africa and among the leading
countries irthe globeandthereby transfornthe country into dower middle income&conomyby
2025. In addition, various sector and -mdutor policies will be formulated and implemented to
ensure sustainabnd competitivendustrial development. Adequate follow up and support will
be made to ense the effectiveness of existing policies. Thus, building an overall capacity;
expanding industrial parks and establishing clustass,well ascreating linkages between
domestic and foreigfirms to facilitatetranser of technology skill and other extenalities. In
addition, strategic areaghat demonstrate markefailures but have fareaching positive
externalities in the wider economy will be selectivetientified for development bythe
government alone or ipartnershipwith the private sector

Overall,the planned industrialization drive entailgeating capable leadership and organizational
institutions as well asdeepening transparency and accountabilitythe sector. Sustained
industrialization requirecapacitating the manufacturing indysto becomeregionaly and
globally compstive; as well asenhancinglinkages between agriculture and industryhe
envisaged rapid industrialization also invoksgong social compact among the various
stakeholdersincluding among thegovernment andhe private sector;amongemployees the
governmentandthe private sectpibetween industry, government and training institutions, etc.
The development of the manufacturing industry shddn inclusive process in the sense that
it creates productive jobss well asnurtures skills and productivity developmepdrticularly
among theyouth and women. Furthermore, the focus will be to create a manufaatuatusgry
which deepesfair market ompetition, suppostsocial development and ensure environmentally
sound and green manufacturing.

Objectives
During the plan period and beyond, the objectivéorsthe manufacturing industrio play a
leading role in terms of production and productiyvitgntribution to export earnings, technology
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transfer skills developmenand job creationBy fosteringmanufacturingvalue additiorand the
productivecapacity of the sectpthe aim isto substantiallyincrease manufacturing products in
kind, qualityand quantity This will in turnrender the manufacturing industry a major source of
foreign exchangesarnings. It can alsoedu@ pressure on foreign exchange by substituting
imports of strategic products by local products and eniddel manufacturingndustry playan
importantrole in the overall economy.

The specific objectives under the above umbrella objective are: (i) ensuring the sustainability of
the growth of the manufacturing industry and its rol@amengine ofeconomicgrowth to bring

about a kift in productivity and production, technological transfer and structural transformation;
(ii) realizing the growth of the manufacturimgdustry by creatingfavourableconditions for
investors throughinvesting in human resourcadevelopmentto sustaingrowth, deepening
developmental thinking and addressing the root causes of rent seeking; (iii) creating conducive
investment climate for domestic investors to ensure their participation in the manufacturing
industry andfor successful transition; (iv) fdidating and ensuring the implementation of
enabling and supportive policies, legal frameworks, organizational structures and systems to
sustain growth and transformation of the manufacturing industry; and (v) building a
manufacturing industry thatatalygsand supports sustainable development are the objectives to
be achieved during the period®fTPII.

Industrialization Targets

In GTP I, the industial value addition is sdb increase at annual average growth rate of 20%
and the share of the industry sector in overall GDP will accordingly increase from 15.1% in
2014/15 to 22.3% by 2019/20.

Growth and Structural Change of the Manufacturing Industry

In order to witressvisible structural change in the economy, manufacturing industry is projected
to increase bynaverage annual growth rate of 21.9% in ¢bheningfive years. As a result, the
share of the manufacturingdustryin overall GDP is projected to increasem lessthan 5% in
2014/15to 8% by the end of the plan period, which is accounted for by both large and medium
scale manufacturing and micro and small manufacturing industiies.in turn will serve as a
springboard forachieving fourfold increase in the shaye manufacturing industry in overall
GDP to reach 18% by 2025, when Ethiopia becomes a lower middle income cawetighare

of micro and small manufacturing industries is projected to increase from 1.1% in 2014/15 to 2%
by 2019/20 while the share of nigum and largescale manufacturing willise from less than

4% to 6% during the same period

The share of manufacturing industry in overall GDP is projected to increase from less than 5% in
2014/15 to 8% by 2019/2020. This is to be achieved largely through the integrated and organized
activities which will be undertaken ilight and agroeprocessig industries. This indicates @h
significance of strengtheimg the linkags between manufacturing and agriculture durthg
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GTP Il period Detailedsector developmenlars are prepared tgromotethe development of
textile and garment industries, leatlad leather products industriegroprocessingndustries
(food and beverage processimgeat, milk and honey processjngtc.) metal and engineering
industries, chemical and pharmaceutical industrid§T and electronics industries, petro
chemical indistries, and biotechnology industries.

In relation to the productivity of medium and large scale manufacturing industries, it is proper to
put emphasis olabourproductivity and wages. Because of the substantial emphasistgities
development of themanufacturing industrymanufacturingjobs are planned to increasen
averageby 15% annually and as a resydb opportunities in the sector wilhcreasefrom
380,000 in 2014/15 to 758,000 by 2019/@@er the next ten year#,is planned to increagbe
current level ofmanufacturingiobs by fourfold raising the total number gbb opportunities
created by the sector to 1.5 million. In this regard, women and youths wilieb@rimary
beneftiaries ofthe job opportunities to be created. eTlarget iso empower women to occupy
up to60% ofthe jobs that require medium level qualificatishand up tB0% ofthe jobs that
entail high level qualificatios. The share of employmenn medium and large scale
manufacturing industryn total employmentwill increase from 0.9% in 2014/15 to 2% by
2019/20. Similarly, the productivity ¢abourwill increase from ETB 68,158 in 2014/15 to ETB
91,869 by 2019/20 registering an annual average growth rate oAleé6ugh it is not possible

to set wage rate targets agito data limitations, close monitoring will be made to ensure that
real wage rate does not excdagidourproductivity.

The role of manufacturing industry in the export sector is taken as an indicator of structural
transformation. The export share of manufacturing industeyiigenty not more than 10%An
ambtious target isnow set to increasexport revenue from the mafacturingindustryto USD

3.6 billion. This will increase the share of manufacturing export in total merchandise export to
25% by 2019/20 and further to 40% by 2025, when Ethiopia becomes a lower middle income
country. This planned export revenue is maitkerived from the export of textile and garment
leather products and footwear, agnmcessingsugarand others. As outlined belowspecific
targets are sewith regardsto export revenue frontextile and garmentdeather and leather
products, meat, na¢ products and honey, food and beveraggar pharmaceuticals, metals and
engineering products, electric and electronic products, chemical and construction materials:

i) Textile and Garment Industry: By improving production capacity, productivity, qugli
and competitiveness of the textile and garment-sadbor, attracting more quality
investments, ensuring sustainable and reliable input supply, forging strong input and
market linkages, increasing the export performance significasttigmngthening itsole in
job creation andtructural changg it is planned tananufacturdJSD 2.18 billion worth of
production and earn USD 779 milliamexport revenue by the end of plan period. Average
production capacity utilization of this subsector will reach 80% by 2019/20. In terms of
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ii)

employment, 174,000 job opportunities will be created in this subsector and it is set to
reduce the carbon emissiohthe sector by 25% by the end of the plan period.

Leather and Leather Products Industry: Improving productivity and technological
capacity, attracting new quality investments, creating sustainable and reliable development,
building implementation capagitincreasing foreign exchange earnings, creating market
system which boost value addition and bring benefits, and deepening integrated system of
operation are the major focuses of this sector. Hence, by the end of the second growth and
transformationplan target is set tananufacturegross production worthfoUSD 2.06

billion and generatexport earning of USD 707 million. On the other hand, the production
capacity utilization of the industry will increase to 85% while the sector will create new
employmem opportunities for about 336,000 citizens during the plan period. In addition,
through the recently built integrated leather industry cluster, it is planned to reduce GHG
emission by 0.154 million metric ton by the end of plan period.

Metal and Engineering Industry: Enhancing the design and manufacturing capability of
this industry so that it will support other industries through the supply of metal and steel
products, machinery equipment, automotive and other vehicles and electronic and electrical
producs, improving production, productivity and quality, and substituting import of
strategic inputs and diversifying export markets for domestic products are the priority areas
of the metal and engineering industry. In this regard, targets are set to proskgeajue
production worth of ETB 376 billion and generate export revenue of USD 448 million by
the end of the plan period. On the other hand, per capita consumption ofisvealto
increaseto 81.41 kg while job opportunities for about 46,000 citizewdl be createl by

the end of plan period. In addition, it is planned to reduce 80,000 ton of GHG in the same
period.

Meat, Milk and Honey Industry: Improving production capacity utilization; attracting

new investments and twining with institutions whipbrform better, increasing foreign
exchange earnings and enhancing the role of the industry to the overall economy through
diversifying export markets and improving the quality and quantity of products are the
priorities of this subsector. So it is target® generate USD 374 million export revenue
from the export of meat and ibg-products processed honey and wax, processed fish, milk
and milk products. In addition, it is set to create new job opportunities for about 9,560
citizens and to reduce 27,28m of GHG emission during the plan period.

Chemicals and Construction Inputs Industry: By building basic chemical industries
which use basic domestic inputs, and thereby save foreign exchange by supplying essential
inputs for agriculture and for industsi¢hat are engaged in export markets. To this end, the
target is to produce 25.67 million tons of construction inputs and to generate USD 101.3
million export revenue. Likewise, it is also set to increase production capacity utilization of
this industry td86.77%. On the other hand, target is set to reduce 0.94 million ton of GHG
emission from this ingistry by the end of the period.
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vi) Agro-processing Industry: Improving the quality of products and facilitating export trade
to increase export revenue, attragti both foreign and domestic investment and
substituting imported items are the priority areas of this industry. In this regard, it is set to
increase the amount of food production from 3.8 million ton in 2014/15 to 8.8 million ton
by 2019/20 and increaske production capacity utilization of the food industry from 50%
in 2014/15 to 82% by 2019/20 and to 100 % for beverage industries. By increasing the
production and productivity of the industiyis set to increase foreign exchange earnings
from USD 44million in 2014/15 to USD 377 million by 2019/20. Similarly, by increasing
sugar production to 4.9 million ton by the end of the plan period, it is planned to earn USD
586.2 million from export of sugar during the same period.

vii) Pharmaceutical Industry: by increasing the capacity of existing pharmaceutical, medical
equipment and cosmetics industry and establishing new factories, the focus in this industry
is to substitute imported essential medicines by locally produced ones and produce for
exports market The major targets in this regard are to increase the production capacity
utilization of this industry from 61% in 2014/15 to 85% by 2019/20 and increase foreign
exchange earnings from USD 3 million to USD 111.4 million during the same period.
Similarly, targets are set to increase the domestic market share of the industry from 20% to
50% and employment opportunities from 3,000 to 6,100 by the end of the plan period.

Implementation Strategies

Various strategies are articulatedetassue rapid growth androadeningf the industrial base of
the manufacturing sector, attract quality investment, inena@uction, productivity and export
earnings, facilita technology transfer and strengthen linkage among industries. Amosg the
programs, the followingra the major ones:

A. Implementation Capacity Building Program
In this program, thenstitutionalcapacity of the Ministry of Industry and its affiliated institutions
will be strengthened by building theinarpower capacity andequipping them wittmecessary
facilities and inputs The research developmentand extensioncapacity ofthe specialized
industrial development institutewill be enhanced such that they support particularly the
domestic private sector ientifying appropriatetechnologiesprganizing informatioron the
technologiesadopting and transferring these technologdiesthis end thespecializednstitutes
will engagein twining arrangements with globally recognized similar institutes. Capacity
building of employees and thmanagement of these institutes will be carried out.

The capacity of new institutes will be developed through providing the necessary infrastructure
and facilities and reinforcing the capacdl existing institutes will also be undertaken. Hence,

by estalbikhing new institutes for new industries, conducive environment will be created for
these industries. By connecting these institutes with universities and other research institutes,
adopting best practices from abroad and customizing them in a way togleatlonal research
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and development capacityill be undertaken Policies and legal frameworks will also be
formulated to guide the sector and subsectors successfully and effectively.

B. Manufacturing Industry Investment Expansion Program
In order to achiee the targets outlined above emphasis will be given to expand investment in the
two subsectors of manufacturing industyallandmedium and largescaleindustries. In both
sub sectors, the main strategic direction to be pursued will be dgdaahdimport substitution
industrialization. This is considered to be a key channel for the realization of the transformation
agenda.

Quality Foreign Direct Investment: as it is repeatedly noted, the base of the manufacturing
sector is very narrow which in turneeds massive investment expansion in the sector for
transformation. As domestic investors have limited capacity to meet all the required investment
in the next few years, a significant part of the investment will be covered by foreign direct
investment(FDI). Thus, increasing FDI and attracting foreign investors will play a significant
role during the plan period. In this regard, efforts will be made to attract FDI from every
direction particularly byocusing on capable, qualignd reputable companieSuch high quality

and high impact anchor companies will be selectively recruited so as to set the required standards
both in terms of business practice and industrial delivery for other FDIs to follow suit. The
strategy is tomake an informedproactive and selective attramti of high quality FDIs The

good practices so far in attracting anchor companies in footwear and leather textile and
garment industries will be scaled up to attract even more high qualityBéldéd on this, by
cardully selecting investors that are willing and have the capattigy will be encouraged to

invest in export oriented manufacturing industry. Selection of FDI will be undertaken based on
best practices and studies with focus on reliable countries, @btenestors and key investment
areas. To increase the flow of investment, appropriate support will also be given in a transparent
and accountable mannerdochmodeland pioneemvestor.

In this regard, to increase the flow of foreign direct investmstrtengthening economic
diplomacy is essential and efforts will be made in terms of strengthening continental and
international relations. Thus, duri@TP I, strengthening partnership with strategic countries in
our foreign relation, ensuring long lagiipeace and economic partnership in the horn of Africa,
contributingtowards makinghe African Union acontinental force fopeace and development,
expanding our diplomatic representation and protecting our national interest will be the major
priority areas. Besidespuilding and promotingE t h i oipdge i@ she internationarena
building peoplecentered national image domestically and strengthening partnership will also be
among the priorities.

The focus will be to increase foreign direct investmerpand infrastructure, ensure technology
and knowledge transfer, identify markets for export products, increase tourist flow and boost
foreign loan and aid. In tandem with this, efforts will also be made to ensure the engagement of
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the Diaspora in the pea and development process of the country so that they can contribute in
terms of investment, knowledge transfer and employment creation and remiitfiowe.

Domestic Investment:Although priority is given for FDI, adequate emphasis will also be given
to encouragethe domestic private sector to invest in the envisagedexportoriented
industrialization drive othe country. By carefully identifying domestic private investors and
providing adequate support, they Wikt encouraged toarticipate in the manufacturing industry
including in import substitution. Arrangements will be made for domestic investors to work in
partnership with foreign investors who are engaged in medium anddeatgmanufacturing
industries.

C. Productivity and Competitiveness, Quality andl echnologyCapacity Building
Program

Innovation, Science and Technology
As mentioned above, the growth of the manufacturing sedgtbmainly be promoted through
expanding investment in the sector. Thus, the necessargtseffdll be made to improve
technological capacity, productivity, quality, managerial capacity and competitiveness of both
existing and potential industries. Emphasis will be given to impgathe science, technology
and innovation capacity in line witlhe growth demand of the country. In this respect, priority
will be given for domestic investors and companies. The capacity of specialized industrial
development institutes which support industrial development, science and technology
universities and ingutes and research and development institutions and TVETs will be

strengthened by capacitating them via capable manpower, research equipment and effective
incentive system. The twinning arrangement which has already started will be strengthened. In

generd institutes which are established to provide support in terms of technology and
production capacity will be capacitated in effective management and will receive technical
support and expert assistance from successful countries.

As a result adequate emphasis will be given fouman power capacity building as it has

irreplaceable role in searching, selecting, adapting and improving technologies to enhance

productivity. The collaboration and cooperation between education, training and hemsedrc

extension support institutions and industries will be strengthened so that they can work together

in areas of training, technology development and research.

Implementation of the Kaizen Philosophy
The kaizen management philosophy which the counay pursued to improve productivity,
quality and competitiveness will be fully implemented in all types of industries and export

sectors during the plan period. Kaizen is a management philosophy which enables to attain

uninterrupted improvement guality and productivity ina continuous manner. The focus is thus

to bring sustained and continuous improvements in productivity, quality and competitiveness as
wel | as t o mi ni mize <cosSt, to ensure wor ki
attitudinal chang through implementing the Kaizen management philosophy in micro, small,
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medium and largescale industries and in institutions which build the capacity of the
manufacturing sector such as education and training, research and extension support providing
ingtitutions. In so doing, includingith the support of experts from the country whariginated

the philosophy, efforts will be made to create national movement in terms of understanding the
features of the philosophy, systems of Kaizen management amgdingugkills on kaizen
technical tools, methods and abilityafalysinggrowth stages.

Thus, during the next five years, by implementing and expanding the Kaizen philosophy in
selected productive and servi@nderinginstitutions, the quality and comjiateness of these
institutionswill be improvedto better supportthe industrial transformatiodrive. In this respect,

by implementing the first stage Kaizen on 75 to 100 exporting companies, it is envisaged to
improve their productivity and qualitpy 20% -30% and second stage Kaizen on 50 to 75
exporting companies to similarly improve their productivity and qudlyy20% - 25% by
2019/20. Similarly, by implementing first stage Kaizen on 50 to 75 strategic import product
manufacturing companies, theaplis to increase their productivity and quaby25%-35% and
second stage Kaizen on 25 to 35 strategic import products manufacturing companies to improve
their productivity and qualithy 20%-25%by the end 0£019/20.

In terms of producing capableiman powerin the industry sector, by implementing first stage
Kaizen on 35 to 50 TVETSs, it is planned to achieve 4% COC promotion and by
implementing second stage Kaizen on 35 to 50 TVETSs, increase COC promotion to 100% and
boost technological transfandinnovation leadership. Furthermore, by implementing first stage
Kaizen in 15 to 25 and second stage Kaizen in 10 to 15 Universities, the plan is to improve the
quality of education and research activities in order to supply comgaier@npower for the
industrial sector in leadership, engineering and science fields. It is also planned to provide PhD
training to 510 graduatefrom Addis Ababa University and 5 to 10 PhD graduditesr Mekele
University in Kaizen philosophy.

D. Providing ComprehensiveSupport to Manufacturing Industry
Developing Industrial Parks and Clusters
As our experienceand the experienseof other countries reveal, building industrial parks is
important to effectively and timelgbsorbthe inflow of huge investmeninto manufaturing
industry Et h i ogpaloh liesomingAf ri cadés | i ght manufacturing
without developing thenecessaryndustrial parks. For that reason, industrial parks need to be
developed based on feasibility study and investment demahé upcoming years.

With regard to the medium and large scale manufacturing industry, it will be mainly undertaken
through foreign direct investment in the next few years. These medium and $zaje
manufacturing industries will be expastiented wheh play massive role in alleviating foreign
exchange shortages and contribute to rapid technology transfer. Thus, to effectively manage this
huge investment, efforts will be made to create the required capacity in industrial parks
development and managenday complementing the experience acquired through international
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best experience3he development of large industrial paxki#l be informed bythe exerience

of developed countriethat havesuccessfullyused thisstrategyfor their development. Since

there is a documented experience of other countries in this regard, industrial parks development
and administration policy will be formulated and will be used as a policy instrument for the
implementation of the industrial development policy of the cour@ny.the other handhe
completon of the construction of industrial parks started earlier in Addis Abatbia be
accelerated, whilghe construction of industrial parks HawassaDire Dawa, Kombolcha,
Mekele, Adama, Bahir Dar and Jimma as soon as thgoomy feasibility studies are completed

will be undertaken

As long as the successtbevision of becomingAf ri cads hub in | i ght man
the development and administration of industrial parks, it requires strong institutional
arrangement and ownership. In this regard, it requires strengthening the captutyeoéntly
established institubns to developadministerandregulateindustrial park€o enable thentake

up this responsibility. The capacity of the Ethiopian Investment Commission, Industry Parks
Development Corporation and other directly concerned institutions including the lewestm
Council will be strengthened so as to enable them effectively maaaderegulatethe
development of industrial parks. They will also get assistance from foreign experts. Industrial
parks will be constructed and developed by the government, private aad/or jointly by the
government and private investors. Land and finance will be made available in advance for the
construction of these parks.

The ndustrialparks will availfacilities ata fair rental price, provideda one stop service and
clusteragglomeratiorofi nt er |l i nked i ndustri es. These par ks
plan andbe constructed based on studies. These parks will get access to adequatetyelectric
water, ICT, road, sewerage system and fire emergency services. Firms which provide common
services by producing and maintaining spare parts will be established in the parks. Industrial
parks will be developed based on integrated master plan and hegoeilthleave their own
master plan, feasibility studies and strong government organization to be managed by higher
officials. The investment in the industrial parks will be decided based on the comparative
advantage of the area such as endowment and respotential which comprises educated
youths and womenThe industrial parks will also be used to promote the development of
domestic private sector in manufacturing indusBypport and follow up will be made by higher
government officials as it plays @k role for the success of the investment.

Medium sizeindustrial parks will also be established at regional level based on the experiences
and in collaboration with industrial parks which will be constructed for medium anddeadge
industries at fedeldevel. These parks mainly serve small and partially medicateindustries
owned by domestic investors and entrepreneurs. Regional goverrandntgy administrations

will construct mediumsize industrial parks in selected towns and cities and innowati
technology incubatiomentreswill be established targeting these medisize industrial parks.
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Thesecentreswill be led by technical and vocational, science and technology, education and
training and research institutions.

Special program will be deged to provide credit fahe youth, women and domestic investors
who will work in mediumsize industrial parks. In this regard, micro finance institutions will
provide maching/ lease and working capital by availing finance for micro and selected small
enterprises. Machimg lease financing will be provided by the Development Bank of Ethiopia
while working capital will be provided byhe Commercial Bank of Ethiopia for small and
mediumscaleindustries in these parks. At the same time, quality trainmerdrepreneurship,
enterprise management and business development will be provided. Strong monitoring and
support will also bearried out

To expand the base of industrial development at national level and to intensively engage the
youth in the sector,eleloping small industries based on local potential will be given emphasis
deep down toworedalevel. In this regardfavourableconditions will be created for small
enterprises in terms of networking them in input supply and value chain production process
providing training and technical support from otentre strengthening market linkages with

local medium and largscalemanufacturing industries and encouraging technology transfer. As

a result, priority will be given to improve quality of productiorogess and product, enhance
national production and productivity, accelerating economic transformation towards
industrialization, creating job opportunities and widening the source of income for citizens and
strengthening entrepreneurial culture and spieeizon. Hence, establishing and organizing
study based standard clusters in appropriate places and building their capacity will be undertaken
in collaboration with regioal states

Strengthening Leadership and Supportor Private Investment

Massiveexpansion of quality private investmestails effective leadership arsilipport system

The implementation of the egoing reformswill be quickly finalized to ensureeffective
leadership andrganizationakupport systento private investmentn this respect,the principal
element concernstrengtheningof the various government dialogue ancbnsultatbn forums

with the private sectoincluding that are established athe highestlevel. These consultative
forums are aimed at ensuring accountability, gp@mency, fairness, efficiency and effectiveness
of services provision and supports provided by the government as well as eliminating rent
seekingbehavious and nurturing developmental investment decisions on the pé#re girivate
sector.

Another agenda in terms of creatifayourableinvestment climate for investors and companies
refersto leadership in terms of addressing problems related to pedolice deliveryfacilitation
and regulatory functions. oI address these problems, promotiof expansion ofprivate
investmentoy the Investment Commissionll alsobe overseemand coordinatedby high level
officials thatare empowered to takanely decisionsand solve problemeelated to government
service delivery and regulatory functioishe ongoing reformsmeantto reduce the problems
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related to government service delivery and regulatory functions will be quickly completed
thereby creaing favourable conditions for private sectadevelopment By strengthening the
capacity ofthe Ethiopian Investment Commission, provisioihcomprehensive aneffectiveone

stop service will be facilitated. For investors in the manufacturing and other sectors, customs,
trade registration and licensirfgcilitations other will be significantly impraved Bottlenecks
impeding theprivate investment in thenanufacturingndustrysuch as infrastructure, logistics,
finance, customs system and proper implementation of incentives will be improved. Science and
Technology universities and TVETs will work tdger with industriesto supply skilleq
motivatedand disciplinednanpower, and conduct researemd consultancy

Ensuring Access to Credit and Foreign Exchange

Foreign direct investment is expected to magrucial role in kickstarting the bigpush bwards

the development ofight manufacturing industry irEthiopia However, GTP | I 6s Vvi si 0O
industrialization will still require a considerable amount of domestic credit. Therefore, the
necessaryarrangementswill have to be undertakento avail the credit required for the
developmentof manufacturing industrpver the next five years. In this regard, the primary
responsibility goes to public banks which are established to support the transformation of the
manufaturing industry. Thus, in th&TP I, access to bank credit in a transparent and
accountable manner and with clear priority will continaebe ourindustrial policy to support

the private sector. Government banks, particularly the Development Bank of Ethiopiaeand
Commercial Bank of HEiopia will arrange investment and working capital credit by giving
priority to exportoriented manufacturing investments. Strict follow up will be undertaken to
ensure whether the private sector is using the finance for the intended purpose and full
accountability will be ensured in this regard. Similarly, a system which address the difficulty that
manufacturing industries face related to access to foreign exchange will be established.

Providing Properly Targeted Tax Incentives

It is obvious that there have been tax incentives designed to encourage private investment in the
manufacturing industry. However, there have been a number of shortcomings in properly
administeringthese incentives. Therefore, emphasis will be given totifigeng and reviewing

the problems in detail and take appropriate measures to address these short comings.

E. Encouraging Prioritized and Selected Manufacturing Industries
In GTPII, priority is given to encouragg manufacturing industries that dedourintensive and
use agricultural products as inp@o that they can significantly contribute to job creation and
strengthen the agricultiadustry and the rurairban linkages. Industries that halkekages
with other development programs will also beegivpriority and as a result, domestic skill and
technological capacity will be enhanced. To this end, small, medium and large scale
manufacturing industries which have been already identified as priority such as textile and
garment; leather, shoes and aotheather products; food, beverage and other agro processing;
pulp and paper; basic metals and engineering; chemical and pharmaceutical and furniture and
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construction material industries will be given priorityn addition to light manufacturing
industries considerable emphasis will be givienselectivelypromoteheavy chemical and steel,
equipment fabrication, engineering and energy turbine manufacturing indud@riesity will

also be given selectively to manufaewf machine tools, heavy electrequipment, heavy
transport, construction and mining equipment; heavy petrochemical and chemicals; and
renewable energy generators through public, private and/or joint venture arrangements.

Expanding the manufacturing industries program focusedesrtiifying and selecting additional

new manufacturing sub sectors, attracting investments and encouragingxgansion. In this
regard, considering global value chain, resource potential of the country, the market demand and
creation of job opportungis, the following potential manufactng subsectors are selected for
expansion.These includebiotechnology, petrochemicals, electrical and electronics, and ICT
(software and hardware manufacturing) industries. In order to implement new development
progams under the manufacturing subsector, new subprograms will be developed and
implemented in areas of biotechnology, petrochemicals, electrical and electronics and ICT.

F. Enhancingthe Role of Public Enterprises andStrengthening their Capacity.
The Ethiopian governmentas a democraticdevelopmental state is playirg crucial role in
ensuringfavourableconditionsfor long-term development and iaddressingnarketfailuresthat
are hindering the countaylévaopniertal stdteoipeneopntent T h e
evolves witht h e c oavel bfydévelopment, and heneell take different forms and
coverageat different stages of developmeniencethe government has articulated its mission
and role ovethe coming fiveyearsThi s ar ti cul ati on of mission r
role not only in industrialization but also in infrastructure development. To effectively play its
indispensablalevelopmental role, the government wilist and foremostprivatize all public
enterprises that can hendertakenby the private sector in thérst two yearsof GTP Il
Secondly, the government will embark on creating conduciveatdiforlong-termdevelopment
and structural changend addressingmarket failures that are undermining accelerated
developmentand transformatiorby carefully intervening inseleced strategic sectors. In this
regard, the government will continde play its role in the development efectric power,
airlinestransport rail and marine transportelecom, financial industry, metal and engineering,
sugar and related industry, and chemical industry sectors in the next five years.

This GTP Il period will be a time to transform tlgovernanceand mission of public enterprises
and infrastructure development institutions ttee next higher level. Thesegovernance,
organizational structure and managenwrithesepublic enterprises wilbe benchmarked against
bestinternational standasdn their respective industries such that they become institutions that
can deliver on the development and transformation agenda effeative developmental state.
Monitoring their corporate finance and makingniore effective and ensuring government
ownership wi be strengthened on a continuousibds is reemphasised thdid¢key mission of
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thesepublic enterpriseds to more effectively support the transformatioand industrialization
agendaof the economyji.e., the process of making Ethiopia a light mamidizing hub and the
transformationof export developmentit is also underlined thathé success of these public
enterprisesvill be measureadhot justin terms of theiisuccess in the domestic market, but rather

in terms of theicompetitiveness at continental and/or regional levels. In this regard, the focus is
to enhancehe productivity and competitiveness of these public enterposemkethemone of
thebestcompaniesn the continentjustlike that ofthe EthiopianAirline.

G. Development of Micro and Small Enterprises
Ensuring rapid economic growth, creating job opportunities in urban and rural areas and ensuring
equitable growth helps to improve the income of the people thereby reduce poverty. To enable
micro and small entprises register rapid and sustainable growth and sustain rural development
and lay the foundation for industry development, focus will be on the expansion of enterprises by
creating substantial developmental investors.

Based on the small and micro ergrises development strategy, supporting frameworks and
implementation strategies intensive work will be undertaken to orgé®mall and micro
enterprises(SMES) operators and support theto start business. In addition, by providing
effective supportat different levels, expanding and strengthening monitoring and support areas,
a strategy to broadening the base of selecting developmental investors will be implemented.
Thus, availing adequate (finance) credit, creating market linkages/ networks atidgcrea
conducive climate for business activities will be carried out in order to make these business
operators profitable through enhancing their competitiveness in price, quality and quantity.

On the othehand massive efforts will be made to promote snaaltl micro enterprises to the

level of developing medm enterprises or company levéhese enterprises are those effectively

usng the support of the government and invest additional resources to increase their market
share. These developing medium legaterprises will get working and selling premises from
industrial parks and clusters so as to strengthen these developmental investors and enable them
contribute to the development of the nation. Expanding integrated infrastructure development,
availing alequate financing, enabling enterprises to organize in unions in respect to their areas of
work and ensuring adequate and reliable supply of input will be strengthened and sustained. The
following targets are set in relation to micro and small enterpsigesector.

In terms of the development of enterprises and growth in overall value added, by providing a
concerted and targeted support aimed at addressing their bottleneckdakkgln to acount

their level of growth, up to 2% (62,500) of the entexpsi will graduate from micro to small
enterprises and 10,000 enterprises will graduate from small to medium industry. In relation to the
development of entrepreneurial skills, by strengthening TVETs in five regions and by
establishing entrepreneurshgente of excellences in 35 universities, working culture and
entrepreneurial skills of gradilag students will be enhancedn addition, training on
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entrepreneurship will be given for about 100,000 potential entreprettetrare joining the
sector.

In comection with government support and facilitation, about 2,247 new and existing
standardized one stop servicentreswill be established and strengthened to increase the
productivity of enterprises particularly the growth of the manufacturing sector.cd&jesating

the growth of micro and small enterprises, efforts will be put to achieve the goal of increasing the
share of manufacturing industry to GDP. To this end, 9,000 healaseloped land, 15,000
sheds and 600 buildings will be available and rdadyew entrants which organize themselves
under enterprises. With regard to financial support, ETB 21 billion (ETB 17 billion or 80% will
be mobilized from people saving through various methods) will be available and ready for credit
financing and 94%KTB 19 billion) of the loan will be repaid during the plan period.

Finance for Capital goods will be given to 50,000 enterprises so as to improve their productivity
and production and quality of their products. In addition, by organizing related esgerprio
clusters and by providing working premises about 202 for metal and furniture works, 202 for
textile and leather products, 202 for agnmcessinga total of606 buildings will be built in
cluster and transferred to the enterprises with reasopabk Similarly, about 10,000 new and
potential medium enterprises will get manufacturing premises in the industrial zones with
affordable price. By selecting 16 export products which have an identified value chain, the
capacity of operators in the valakain from raw material supply to end markets will be built. By
tackling the bottlenecks of enterprises to maximizing their benefit and by fully using domestic
market opportunities and by creating ETB 50.2 billion from domestic market and USD A billio
from foreign market linkages, the market competitiveness of the enterprises will be enhanced.

In relation to the provision of extension service, training on basic entrepreneurial skill and
outlook and training of trainers on business development ser{Bf2S) will be given to 2,280
trainers and their competency will be evaluated. About 4,341 prototypes which are useful for
technology transfer for the micro and small enterprises will be ready and 2,448 improved
manufacturing tools will be disseminateddlh regions according to their priority. Awareness
creation training on how to implement kaizen will be given to 750,000 micro and small
enterprises and they will implement it. In terms of strengthening modern information
management system, reliable, stard and secured information management systdimbe
established from federal to one stop service providergres Unemployment and related data

will be properly stored in an integrated and organized manner.

H. Building Climate Resilient Green Industry
During GTP 1l period, to ensure rapid, sustainable and reliable industrial growth as well as
achieve the targets set for each sector and sub sectors, it is essential to ensure the growth of green
and environment friendly industries. In this regard, GHGssmn reductions will be made by
fulfilling laboratory equipment and inputs which are necessary to create environment free of
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pollution for the industries and substituting the smenewable energy sources by renewable
energy sources such lagdro,wind, sdar and others. Providing technical support to factories in

the sector on how to manage, dispose and recycle solid waste and clean liquid waste up to second
level, inspecting whether the sewage discharged to the environment from factories is to the
requirel standard and level, providing technical support on how to establish common waste
disposal system in areas where many industrieclasteredsuch as industrial parks will be
carried out in this regard. In addition, in relation to international lawsandentions, trainings

and consultation services will be provided during the plan period. Furthermore, conducting
research on solid waste reduction and recycling as well as current level of emission will be
carried out and base line data will be develoged disseminated to users.

4.3. Mining Sector

Strategic Direction

The major focus of the first Growth and Transformation P@RR 1) of the mining sector was
expanding the production of minerals for foreign exchange generation and import saogstitut
industries. These focus areas will be also considered for the second Growth and Transformation
Plan GTP Il). In light of this, strengthening the implementation capacity of the ministry and
regional states; attracting reputable and competent investoggthiundertakingnternational
standard promotion worksnd provision of reliable geological survey datd be emphased.
Moreover, priority will be given to developing minerals as input for local industries through
assessing the demands of the respectindustries. Boosting export earnings by expanding
foreign market destinations and adding value to minerals are also priorities of the sector.
Increasing standarzikd biofuel production, to save foreign currency and developing alternative
clean energys a strategic direction to be pursued in the energy sector. Besides, downstream
petroleum development standards will be prepared in constructing petroleum depots,
transportation and distribution systems. Moreover, developing the sector taking into account
environmental protection, community development and employment creation are strategic
directions to be pursued duri@PII.

Objectives

The developmenbbjectives of GTP Il are (i) enhancing the implementation capacity of the
sector by improving policy, legdtameworks, regulatory and working systems; (ii) increasing
export revenues through promoting minwv@ue creation activities; (iii) saving foreign currency

by producing nmerals inputs for import substituting manufacturing development, mainly to
speed up the sectordés transformati on; (i v)
international environmental standards and regulations; (v) expanding th&ci®roes mapng
coverage of the country both in quality and accessibility;(vi) saving fuel costs, specifically, as
alternative energy sources for vehicles, usingfbe andgasoil in line with the green economy
development strategy of the country and (vii) redgaivastage and environmental impacts of
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fuel oil by setting standards and regulations in fuel extraction, blending, storing, transporting and
distributing processes in the country.

Major targets

For the mining sector, during the plan period, major targets are set focusing, mainly, on
increasing the production of industrial raw materials, boosting exgaoringsand improving
revenues collection from the sector. In light of this, it is plannedci®@ase modern and artisanal
systems of gold production from 9,053.53 kg in 2014/15 to 25,3700y R§19/20 and foreign
exchange earnings from USD 343.73 million to USD 2.011 billion during the same period.
Besides, it iplannedto increase annual mira revenue from Birr 152.79 in 2014/16 Birr

570.4 million by the end of 2019/20.

RegardingGeo Sciencesnapping coverage, quality and accessibility (at scale of 1:250,000), it is
planned to increase coverage from 55.5% to 100% by the end of theepiad. pMoreover, in
coordinating the construction of five bathanolandsix bio-diesel processing plants, about 1288
million litres bio-ethanoland 212 million litres bio-diesel will be produced. Monitoring and
supervision on petroleum and petroleumpbyducts extraction, storage, impand export,
distribution and transportation activities will be fully undertaken. Through artisanal mimeds
companies, about 795,388 job opportunities will be created during the plan period.

Implementation Strategies
In order to attairthe strategic objectes and goals of the sector, the following major strategies
will be pursued.

A) Capacity Building programme
The man objectives of this programnieclude attaining the targets stitrough building human
capacities as well as availing the required facilities, technologies, improvingatavgorking
procedures. Accordingly, to improve the human capacity of the sector, training will betgiven
about 611 professionals collaboratiom with the Ministry of Education and Higher Education
institutions while also hiring new recruits. Regarding orgaational capacity building, the
Geoscience Laboratory, drilling services and core drilling rigs will be strengthened with new
machinesandtechnology. In addition, to contribute to investment promaogindexpansion, the

capacity of Geoscience | aboratoryés sampl e ar
drilling services from 1,371.55 to 10,000 meters during the plan period. To addteatxport
gems,a gem institute will be established. Moreover, to modsmni | i cense | ssuance

administration at federal and regional levels, the web page of the Ministry archdhstre
technology will be improved and/or updated.

B) Enhance gescience mapping coverage and mineral exploration programme

The major objective of this programme is to conduct basic geoscience, geochemistry, geophysics
and geehazards study and increase basic geoscience mapping coverage of the country; conduct
exploraton of minerals, mainly, for agriculture, industayd infrastructure development; also
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undertake exploration of minerals to further enhance capacity to generate foreign currency. In
this context, airborne geophysics survey will increase from the cur@éntt@ 100% by the end

of the plan period. Similarly, geological mappiagd gechazard study coverage (at a scale of
1:250,000) will increase from the current 82.40td 28.6% to 100% by the end of the plan
period, respectively.

C) Investment expansion progranme
The objective of the programme iIis to contribu
undertaking standard promotional works which attract capable and competent investors and/or
companies. Accordingly, exploration and production licenses wilgiven to 121 companies
including 20 big international companies on selected minerals such as iron, coal, potash, gold,
ceramic raw materials, natural gas, silica saeid. Licenses willalso be issued for big
international companies in areas of petroleum exploration and deep well drilling. With regard to,
petroleum downstream activities, about 1,050 certificates for fuel statmmprofessionals will
be givenand 2,450 will be renewed. In coention with petroleunand petroleum byproducts
extraction, storage, imporand export, transport and distribution; tasting laboratories and
efficient transportation systems will be established. Besides, effective monitoring will be
conducted.

D) Enhance mineal production and export earning programme
The programme is aimed at increasing the production of minerals for incustrgxport by
providing the necessary support and follow up on investors and artisanal miners. In line with
this, gold production by eopaniesandartisanal miners will increase from the current 3,505 kg
and5,548 kg to 12,000kgnd13,370kg during theGTP I period, respectively.

With regard to valuadded gemstones production, export of rough opal prodamgdxported

by artisanal miars will be reduced from 4,372.95kg to 1,000kg. Similarly, valdéed opal will
increase from 194.53kg to 900kg in the plan period. The production of gemstones other than opal
will also increase by two fold from 62,239.14kg to 120,000kg by the end gfldmeperiod.
Targets are also set for industrial minerals production. In line with this, potash production will
commence in 2018/1&ndabout 74, 000 ton will be exported by 2019/20. Starting from the third
year of GTP Il implementation, foreign currencyamings from valuadded tantalum will
increase from 90.8n to213ton and marble export will increase from 506.04m0 1000n7 by

the end of the plan period.

With regard to natural gas productiandtransporation the installation of theKalub - Hilala -
Djibouti 800 to 1,000 km gas pipes will hgomoted Facilitation activities will also be
undertaken in pipe installing and LNG coordination for potential areas of Kalub, Hitala
Alkuran.

In connection with foreign currency earnings, it is planneiddcease export revenue from USD
114.92 million to USD 595.0 million from minerals produced by companies. Similarly, mineral
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export by artisanal miners will increase from USD 230.78 million to USD 511.72 million.
Moreover, revenue from minerals produced dopmpanies and artisanal miners will increase
from USD 343.73 million to USD 2.011 bilioby the end of the plan perioGenerally, it is
planned to collect about 3.7 billion USD from the mining sector during the plan period.

E) Bio-fuel and other minerals poduction programme
The programme aims at saving foreign currency by produamdjusing biefuel, mainly,
alternative energy sources for vehicles as well as minerals for industries in accordance with the
green economy development strategy of the couitryhis context, for biduel development
about 14.1 million hectares of land will be seid 1,288 millionlitres ethanoland212 million
litres bio-dieselwill be produced. Five ethanol production plants will be establistmethbout
442 million litres of ethanol will be blended. Coordination activities will be undertaken to avail
120 million litres for hougholdsand 713 million litres for consumption by othesectors.By
constructing six bialiesel production plants, 82 millidiires of bio-diesel wil be blended; 22
million for householdsand 107 million litres for consumption by other sectors. In addition,
necessary facilities will be constructed to establish fivefieb technologyandresearctcentres
in the regional states. By developing i feed-stocks, about 65 million t@nof CO, emission
will be reduced.

F) Mining sector environmental protection and community development
The main objectives of the programme are to mitigate the negative impacts of mining activities
on the environment follow up the implementation of occupational health and safety in mining
and make sure that the community benefits from the developmenttiastivn light of this,
environmental impact study on 68 projects will be conduatethecessary mitigation measures,
especially, wateand soil conservation, CQemission reductiomndimproved waste collection
anddisposal systemwill be implemented. Moreover, rehabilitation work on 1,4&%taresof
land, which is affected by mining activities, will be undertaken. Companies witkdpéred to
allocate about Birr 59.2 million to provide services to the community affected by mining
activities.

4.4. Construction Industry

Strategic directions

The strategic directions & TP Il with regards to the construction induséme: addressingent

seeking andenhancing transparency and accountability in the industryy ul f i | | i ng t he
human resource need in terms of quality, quantity and skill level; ensuring the effectiveness and
competitiveness in the provision of construction inputs; and setting a system for accessing
finance and machineries. Moreover, anting management of construction projects and
technology transfer; strengthening competitiveness of the construction industry, and creating
enabling environment for those actors and professionals of the sector are the other strategic
directions which willbe given due emphasis during the perioGoP 1.
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In addition, strengthening license provision service for construction building and usage; ensuring
the accessibility and benefits of women, elderly and the handicapped by improving the health
and safetyof construction works; improving the capacity and proditgtiof the work force;
creating job opportunities and increase the income level of citizens and thereby accelerate
poverty reduction will be some of the strategic directions of the sector. Besdesjng and
protecting the hazards that the industry may impose on the natural environmentaiotiso
strategic direction of the construction industry during the perid@alié? |1 and beyond.

Objectives

The general objective of the construction isialy isto enable the sector to play a vital role in
speeding up t-emnomiodevelopmgnd tiroughossicengthening the linkages with
other productive and service sectors as well as to render the sector internationally competitive.

The otheropecti ve of the sector is to holdekiti cal |\
within a long term perspective by providing training and enhancing the skill of professionals in

the field of Engineering, Architecture, Construction management antedelisciplines.

Moreover, to establish various types of micro and medium size construction enterprises,
consulting organizations and construction materials producing organizations that can create job
opportunity and providenablingenvironment to gradually transform them to medium and big
construction companies.

The other objective is to improve the performance of projects and to sustaingbegmrapid
economic growth of the country by building the capacity of contraetodspoject and program
management administrators. Moreover, making use of research out comes or findings undertaken
in the industry and through internalizing international best practices in construction industry
efforts will be made to sustainably improve douastion projects quality, cost, efficiency and
reducing the delay of construction projects.

Main Targets

A. Construction Professionals, Contractors and Consultants Capacity Building Program

The main target of the industry is to meet more than 70 percém abnstruction demand of the
country by local contractors and consulting companies. To achieve this, the number of local
contractors and consultants will increase to 6,000 and 600, respectively by 2019/20. In addition,
it is planned to increase interr@atally competitive contractors and consultants that have met
modern construction management and stratgtandards (ISO) to 100 and 50 respectively; and
also planned to link them with foreign investors. At a national level, witthénEthiopian
Constrution Project Management Institute, one quality assurance laboratory of construction
materias will be established. In addition, omentreof excellence will be established that will
serve as research and design as well as high technology and humaceresoichmententre

for mega projects that require high level of construction technology.
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B.Construction Equipmentds and Technol ogy Capa

Materials Delivery Program
It is planned to create equitable market system by enhancing the capacity of 150 construction
equipment and machinery rental organizations. It is also planned to transform and upgrade 15
medium construction equipment and machinery maintaining public avatgorganizations to
heavy and big construction machinery maintenancesipanies andplanned to develop
construction equipment lease system by supporting 25 business owners and organizations to
provide construction machinery rental services. The otrgets set for the sector are to raise
3.5 billion Birr financial support and to meet 80% of construction inputs from local suppliers by
enhancing the capacity of 80nstruction materialgroducing companies.

C. National Construction Project Management @Gpacity Building and Technology
Transfer Program

It is planned to prepare design implementation regulation framework document and thereby

bring about significant change in construction performance by ensuring the application of sample

construction projestimplementation tools (like kaizen, integrated project work manageanednt

information system). During th& TP Il period, buildingmodellingwill be implemented as one

of the reform tool in the construction industry.

By conducting studies and research with selected higher educational institutions, pertinent
national and international institutions as well as professional associations 30 cost saving and
improved construction materials and technologies will be transfeardtie beneficiaries. In
addition, 5 internationally and nationally recommended construction experiences and practices
will be scaled up, and one study manual will be prepared for evaluating construction projects
performance achievemeand successes dfd industry.

D. Construction Industry Structure and Organizational Improvement Program

It is planned to prepare and implement 20 new legal formwork documents and revise the existing
5 legal documents. It is also planned to prepare and introduce 13 imfdéoreprocedure
documents. In addition, for 334 towns verified construction purchasing prosedliree made
available and approve the outcome of government funded 1,000 building design and construction
projects by auditing their implementation. Moregwbe experience of 2 selected successful and
guality building construction works will be scaled up to other 100 towns.

E. Construction Industry Competency Approval, Registration and Employees Blealth and
Environmental Safety Care System Improvement Program

It is planned to implement contractors, consultants, professionals and construction materials

registration proclamation code and manual in 9 ragistates an@ city administrations. It is

also planned to provide new licenses, renewal and upgradingeséow 269,328 professionals,

98,534 contractors, 6,890 consulting companies and 27,869 construction materials suppliers.
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Moreover, it is planned to enforce safety rules and standards in 500 construction companies so as
to provide employe gonstruction safety equipment. In addition, ensuring the accessibility of
buildings for the handicapped in towns that implement building proclamation; ensuring the
participation of women, and elderly to benefit from construction works and ensuring the
implementatiorof natural environment protection systems are targets set for the pe@GddPéf

Implementing strategies

A. Construction Professionals, Contractors and Consultants Capacity Building Program

By supplying professionals needed by the industry in terms of quality and quantity, standard
professional services will be provided to ensure the quality, reduce cost and the delay of
construction works. The capacity and competitiveness of all actorg abtistruction industry

will also be improved by concurrently addressing their constraihdseover, competency test

will be given to approve and certify the competence of human resdbat@re involved in the
constructionmdustry.

B. Construction Equi pment 6s and Technol ogy Capacity
Materials Delivery Program

By supplying local construction materials in terms of the required type, quality and quantity, the

capacity of local marketand factories will be built. In additionhy providing necessary

financial, humanpowerand equipment local companies will be made competitive and efficient

in the construction sector. Moreover, high priority companies that are believed to be strategic for

the national economy and the competitiveness of the sector including; cement,cnaetalli

related factories as well as plastic and construction related chemical manufacturing companies

will be expanded.

C. National Construction Project Management Capacity Building and Technology
Transfer Program

Conducting different researchwvorks with higher educational institutions, professional
associations, and other pertinent national and international institutions to enhance the
development of the construction industry in areas including; construction materials, technology
transfer, construction and slgn techniques and provision of construction mateeats esure

the productivity of the sector by providing practical training and by enhancing the capacity of
operators to use technology of the industry. Moreover, by introducing construction project
implementation techniques and tools (kaizen, integrated project managamdenformation
system), it is planned to bring about a significant shift in technological transfer and utilization.

D. Construction Industry Structure and Organizational Improvement Program
Through conducting investigation and by revising the existing laws, rules and regulations of the
industry, new and uniform implementation procedure will be established. In addition, cities will
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implement building code and purchasing proceslui@ construction materials will be
established. Modern and internationally competitive engineering and construction design
management system will be established during the periGd Bil.

E. Construction Industry Competency Approval, Registration and Employee Blealth and
Environmental Safety Care System Improvement Program
Registration proclamation, rules and regulations will be implemented to ensure the competency
of contractors, consultants, professionals and construction material suppliers. It is also planned to
produce competent local engineering and construction coegpdhat passes through clear
performance and competency assessment procedures and systems. Moreover, law enforcement
mechanisms and procedures will be prepared and implemtenpeotectthe health and safety of
employes, make building construction suitgband accessible to the handicapped and ensure
that building projects meet environmental protection standards.

4.5.Urban Developmentand Housing

Strategic Directions

The level of urbanization and urban development in Ethiopia is currently at its stdiget This
low level of urbanizatiorwould betaken as an opportunitp shape the inevitable urbanization
to support the growthndustrializationand sustainable development agenda of the caumsy
this window of opportunity may not last long, it is critical to put in place a holistic urban
development blue print to guide teastainablairbandevelopment during the period GTP |1

and beyond. The envisaged expansion of manufacturing and industrial developntgnbtbe
thought of withoutsustainabledevelopment of urbaoentres Hence, utmost emphasis will be
given to the urban development process.

Accordingly, during the period d&TP Il, ensuringsustainable urban good governaixgoing

to be critical. Giies and towns will guide their development via urban plans that are well
integrated withregional and national development plans and spatialsplstoreover, by
implementing fair and balanced settlement and by creating linkage among cities, the growth of
urbancentreswill be ensuredThe supply of landor different urban developmentggrams will

be executed in an utmost transparency, accountability and fairness. All urban development
programsand resultanurban expansiashould ensue equityof farmes and pastoralists by
guaranteeing not only sufficient compensation but also rehabilitating such households to warrant
better livelihoods afterwards. The direction of ensuring efficiency in land use is also emphasised
as a keydirectionof GTP Il Differert Strategic directions will be pursued to create conducive
situation for financing, integrating and providing quality urban infrastructure that adequately
support the envisaged rapid urbanization.

The other strategic direction that will be pursued isstiengthening of the egoing integrated
housing program, in order to reduce the mismatch between housing demand and supply, to
upgrade the urbacentres and to ensure sustainable development. Moreover, green development
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strategic direction will be pursued to ensure sustainable urban development and to speed up
green economic development.

Objectives

The main objective of integrated housing development program is to improve urban housing
provision and relatedhallenges and to minimize the escalating housing demand by sustainable
provision of housing and related services. A common platform will be created with concerned
parties and institutions to facilitate the continuous provision and expansion of intagtaded
infrastructire by strengtheningnfrastructure finanog capacity and transferring sldlland
technology.

The other objectiveof the sector is to ensure tlseright of urbanland by organizing and
strengthening urban land information systenthwinodern technology; and to realize urban
development andirban good governancéhrough active public engagement, buildisgong
urban development army atabourbased approach to public workBhe other objective is to
develop and manage climatic résit urban green infrastructure so as to create conducive
working and living environment for citizens and to realize the vision of green economy as well.

Besides, to enable womethe youth, elderly people, children and the unemplogedtions of
the community to benefit fronarban development activities amahsure their safety through
introducing new occupational safety standards and strengthening the exising one

Other related objectiweinclude: create urban development leadershipaah devel of urban
administration; enable and support poor and food insecure section of the urban community to
generate their own income and improve their livelihood; establish efficient anéffexdtve

urban planing and implementation systesimed atrealizing the urban development and good
governance objectives.

Main Targets

It is obviousthat the planned industrial development can accelerate rapid urbanization and urban
expansion. This phenomenon of rapid urbanization has already become ageh#ieugh
creating huge pressure on urban infrastructure and affecting the effort to build clean and green
cities and towns. Thus, during the period of GTRt is important to move forwartb address

this challenge and to accelerate sustainable urbarelapment and industrialization by
identifying major achievable programs in the urlbantresof the country.

Here the key agenda is to build the capacity of the urban leadership and good governance
system in line with the egoing development of the aootry. Accordingly,during the GTRI,

proper selection and capacitation of urban mangers will be given due emphasis in order to create
strong political commitment and modern urban management sydteisi.also planned to
establish Urban Management Inst&wat federal level and in each regional states in order to
guide and coordinate urban development and good governance as well as to provide capacity
building activities.
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All urban centresof the country will beguidedby urban planning system thaiuld helpmanage

the rapid urbanization and the-gning developmenprocessHence, during th&TP Il period,

plans will be prepared for 8 thousand ruraehtresand to capacitate urbarentresto properly
implement their development plans. To support thist beactices and experiences of 10 cities

of Asian countries will be taken and implemented by taking the existing situation of the country
in to consideration.

During the period ofGTHI, more emphasis will be given to raising and strengthening the
paricipation of the urban residents in local development and good governance activities. In
addition, more efforts will also be made to quickly finalize the modern urban land cadastral
system that has started duritingg GTPI period With regard to the impr@ament in revenue and
finandal management, more emphasis will be given to maintaining the achievements recorded
during the period oG TPI.

Moreover, it is planned to increase the revenue level of the gerdaresoy 50 million Birr so as

to enable themmeet the development and good governance need of the public irpodigio
and at the three tires of the urbeaantres Besides, it is planned to develop networked, secured
and modern urban data base system at federal and regiors] iestading metropolis, region
polis and at all the three tires of urbaentres It is also planned to increase the contribution of
the community and investors in urban development process to 35%.

The overall goal of the development process is to rendes @éntre of job creation and
industrialization by expanding urban infrastructure and social services. Fropetsiectivethe

major task is to strengthen and ensure continuity obthgoing coble stone road construction,

solid waste disposal systeamd other programs that are meant to create job opportunities and
provided through pubicommunity partnership. In this regard, the major targets of the sector set
for the periodof GTPIl are to increase the land use coverage of green infrastructure and
recreational areas to 30%, to increase waste collection and disposal coverage to 90% in 75 urban
centres and to build 340 marketentresand 15,000 production and display sitdsafes) for

small scale enterprises. In addition, water supply and sanitation services will be provided based
on clearly set priorities. It is also planned to address transport probldra Addis Ababa city
administratiorby providing public transport aridjht rail services.

Besides condominium houses will be built in Addis Ababa and major regional cities to address
the existing housing shortage based on the saving capacities of the beneficiaries. Accordingly, it
is planned to construct 750 thousand nmsidential housinginits in urban centresof the
country by improving its quality and standard by 30%. Until 2020, it is also planned to provide
improved residential houses for 25% of the rural community. Moreover, by identifying the extent
of existing $um area in 2016, huge efforts will be made to reduce its coverage by 20%.

The other target set for the urban sector is to create conducive environment for attracting
investment through provision of electric power, telecommunication, transport andeidied
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services. Through finalizing then-going transportation development program and industrial
parks, and by linking with Addis Ababa, dry and seagfodter the growth of regional cities as

an industrial, horticultural, and tourism clusters. Mo during GTPII period, significant
human powedemand will be created in industrial park development clusters. Hence, continuous
provision of skilledlabour is vital for the sustainable flow of investment. Thus, integrated
approaches will be pursued fiaderal, regional level and at urbeantresto easily provide the
requiredhumanpowerlabour. In addition, urban and regional plans will take in to consideration
those industrial and horticultural clusters.

Accordingly, by 2020 developed land for ®ustrial parks and clusters will be prepared. Other
urban centreswill also provide developed land amabour for investment and social services
through ensuring transparency and accountability. This will enhance the development of trade
and industry. Besides, all urbaentreswill ensure efficient and effective regulatory system and
services that can promotedunstrial, tourism, trade and investment activities. Similarly, fair,
efficient and effective services should be delivered by the municipalities for the urban
community.

Moreover, it is planned to create job opportunity ##7,114 unemployed portions othe
population across 972 urbaentresof the country. Besides, it is also planned to provide direct
cash transfer fot,017,05600d insecure citizens.

Implementation Strategies

A. Scientific, Rational and Developmental Urban Leadership Building program

Strong urban leadership will be created that can make great achievements through mobilizing the
community. Urban transformation army wiklso be continuously built to mobilize the public

and ensure the urban transformation process. By supporting with modern information and
communication technology, conducive environment will be created to achieve better
performance in urban development and housexjor. Moreover, through creating new revenue
sources and strengthening their revenue bases, cities will provide efficient, effective and
equitable services and development.

B. Urban DevelopmentSafety Net Program
Efforts will be made to enable food irege and venerable urban communities to generate their
own income and improve their livelihoodtime short term and on permanent izas

C. Urban Good Governance and Capacity Building Program

Officials of the urban development sector will ensure the continuous satisfaction of the
developmental investors and the public by delivering standard services. Standard methodologies
will be established to evaluate the performance of service providers and theflsagsfaction

of clients and the public at largeThe level of satisfaction of the users will als®evaludaed on
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an annual basisService providers wilalsobe recognized on the haf evaluation outcome. In
addition, information technologyased service provision system will be implemented.

D. Urban Planning and Implementation Program

Through promoting sense of ownership and participation of the community and by considering
future development directioat different level of urbarcentres integrated national and regional
urban spatial plan will be prepared in all urban and rural developaetresof the country.

E. Urban Land Developmentand Management Reform Program

Strategy for tackling finicatonstraintswill be developed and implemented in order to develop
urban expansion areas and upgrade slteasof cities andreconstructiorof old centresof cities

and towns. Transfer and upgrading of private land landholdings to the lease system will be also
implemented by facilitating different incentive mechanssnMoreover, land tenure management
system will be established to prevent illegal urban land holding practice and land related
corruption Based on modern land information systamban land marketingentres will be
established at federal level and regional stateas to stabilize land transaction system.

F. Housing Developmentand Management Program

New houses will be built in both urban and rucahtres Increasing the supply of quality and
standadized urban housing and improved rural residential houses will be undertaken. Besides,
based on government decision and by undertaking studies, strategies will be developed for
private real states developers to supply housing units for low income g&pgrly, equitable
government housing management system will be established.

G. Integrated Urban Infrastructure Delivery Program

Standardized urban road infrastructure will be provided in udzrres Through creating
structural andbrganizational inte@tion and establishing@mmon platform among concerned
parties of infrastructure providers, successful urban transport, headteducation services,
water and sewage system, power and telecommunication infrastructures provision will be
realized. Moreover, quality social and economic infrastructure will be built by taking social and
environmental safety and security in to considerat

H. Urban Green Infrastructure Development and Beautification Improvement Program

Through enhancing the awareness and participation of the community and stakeholders, and by
using green infrastructure design criteria and standards of local developarenit @ planned

to increase the coverage of green infrastructure and recreational areas ircantrasof the

country. Moreover, by establishing solid waste collection and disposal system at all urban levels,
urban solid waste collection and disposahwerge will be increased. International best practices

on the implementation techniques and organizational system of green infrastructure development
and beautification will be taken as a bench mark to raise the awareness of the community.
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I.  Urban map production, Surveying and Land use right registration Program

Land registration system will be implemented to approve the land ownership and to curb
corruption and illegal urban lankolding practices. Moreover, by using recent technology,
secured, impngable, complimentary legatadastre land registration and information transfer
system will be introduced.

J. Urban Finance Development and Management Program

Limited availability of municipal finance has been identified as a major challenge facing urban
development during the period GTPI. Hence, during the period &TPI, different strategies

and financing options will be implemented to accelerate urbaela@went. Urbarcentreswill

be strengthened tenable them diversify their revenue sources. Besides, the government will
devise mechanisms to extend loans and subsides to further augment their revenue base and
source of finance.

4.6.Trade

Strategic Directions

During the plan period, continuous and sustained capacity building activities will be carried out
to elevate the change army of the trade sector tdebieed levebf effectivenessStrengthening
system and organizational capacity of the sea®well as establishing a modern and reliable
trade information system will be made. Through creating modern, fair and competition based
trade system and supporting the trade registration and licensing system with modern technology,
efforts will be madeto enhance the capacity of providing trade services. In the process of
protecting the health and safety of the community, quality assurance activities on products and
services will be carried out. In addition, efficient and effective market expansiorinkadd
systems will be made to increase the generation of foreign exchEmgéuilding of modern
commodity exchange systemll be consolidategwhile adding new agricultural products to the
modern commodity exchange systefihe WTO and regional FTA negotiations will be
undertaken to exparréliablemarket accesspportunites

To achieve the objectives of the sector, fair and competitive trade system which can satisfy
consumers, trading community and developmental investorglaasvsecure sustainable market
access will be created to increase the generation of foreign exchange. Further, building trade
sector change army to deal with rent seeking attitude and inspection activities will also be carried
out to prevent substandamtoducts and services to protect the health and safety of the
community as well as national interest. Strong regulatory system will be established to
strengthen the control and support for developmental investors in the course of building their
competitivecapacity. Enhancing the awareness and capacity of stakeholders in the sector, trade
community and consumers will be undertaken. Finally, by creating integrated and harmonized
organizational structure of the sector from Federal dowWdoedalevels, effots will be made

to effectively implement the plan andnéeve the stated objectives aadgets set.
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Objective

The objectives of the trade sector are to scaling up implementation capacity of the sector through
continuously building the capacity ohange army, establishing modern, fair and competition
based trade system and creating efficient and effective marketing expansion linkages and
increasing foreign exchange earnings.

Major Targets

Through supporting the trade registration and licensimgces with information technology, it

is planned to increase new trade registration from 203,542 in 2014/15 to 506,476 by 2019/20,
increasing trade registration renewals from 853,559 by 2014/15 to 1,988;34B9/20, new
licenses from 278,573 in 2014/16 693,177 by 2019/20, license renewals from 873,214 in
2014/15 to 2,490,645 by 2019/20 and trade name registration from 87,470 in 2014/15 to 359,787
by 2019/20.

To protect the health and safety of the community and national interest and to eliminate
substandard products and services from the market, strong inspection activities will be carried
out and inspections will be conducted on factories which are required to produce standardized
products. To this end, it is planned to increase the numbertofitscon which inspection will

be made from 216 in 2014/15 to 420 by 2019/20. In order to check the performance of traders
based on their license, the internal and externaliggasing inspection work is planned to
increase from 612 in 2014/5 to 2,49066by 2019/20. In addition, through conducting market
follow up and supervision, inspecting products which have got established standards will be
undertaken and will increase from 9 in 2014/15 to 30 by 2019/20.

Through strengthening the inspection of imtpand export items, it is set to increase quality
control activities on imported items. Accordingly, it is planned to conduct quality control
activities from 668,777 metric ton of imported items in 2014/15 to 1,176,731 metric ton of
imported items by 20¥90. Similarly, it is planned to increase quality control activities on
680,796 metric ton of export items in 2014/15 to 1,208, 769 metric ton of export items by
2019/20. Similarly, it is set to increase the inspection activity on the adequacy of fyeigarr
cars from 2,356 in 2014/15 to 4,810 by 2019/20.

Implementation Strategies

a) Sustainable system and institutional capacity development program
Through reviewing existing legal frameworks and manuals and making the necessary
amendments and identifig factors and conditions which hinder competitive systems, strong
frameworks which will promote market competition will be developed. By continuously
identifying the gaps from federal to the lower level of administration, strong organizational
structurewhich will ensure the effectiveness of the trade sectoeldpment will be established.
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b) Reliable and modern trade information system development program
In developing reliable and modern trade information system to accomplish good governance
activities efficiently, information technology system will be built in all regional states.
Information network will be built to strengthen an integrated workingesyswith sectoral
implementing institutions, regional states and city administrations. The information system will
be connected with service provision centres. Trainings will be provided for officials at various
levels and implementing bodies to improveithaformation communication and utilization
capacity.

Strongtrade point which is supported by modern technology will be established and information
access will be ensured through electronic and print media. By improving the uses of information
communication technology and building modern information systemto-dpte market
information will be provided for the society. Current and reliable national and global trade
related information will also be made accessible to users by building modeort iamd export
data base and analyse tlaene.

c) Establishing Trade Development Academy for sustainable capacity building

program

Trade development academy will be established to support the trade community who are
developmental and believe in compegtmarket, build the capacity of the trade sector so that it
can play a significant role in the economy. The academy will be in charge of conducting studies
and research, implementing policy directions of the sector, providing support to bridge capacity
gaps in the sector through providing trainings for stakeholders, supporting the sector to play its
role in the development process and supporting the private sector to shigxiimg markets
and enter new markets.

d) Harmonized national trade policy formulation and implementation program
The national trade policy is based on the free maskiented economic system which allows the
government to play a gap filling role when there are market failures. As trade related policies are
scattered in the cout y6s various devel opment policy and
collected and organized in one trade policy document. Thus, strategies and mechanisms which
can help render the trade system transparent and promote market competition will be formulated
Besides, by reinforcing the trade sector infrastructure and expanding the export sector,
harmonized national trade policy document will be developed which is expected to facilitate the
trade system of the country.

e) Trade registration and licensing servie expansion program
Trade registration and licensing information technology network will be finalized and after
automating the system across all regional states and city administrations, there will be efficient
system of trade registration and licemgsii this regard, strengthening an integrated operational
system with stakeholders and building the capacity of officials and implementing bodies at
various levels will be carried out.
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f)  Enhancing the safety and quality control of products and services
By expanding inspection centres, actions will be taken to protect the health and safety of the
society. Maintaining the good image of our country in the international market and strengthen
fair market competition, regularly assessing the advantages sadlvdntages of products for the
society, the products will be put under the umbrella of mandatory regulation. By evaluating the
appropriateness of legal standard measurement instruments, focus will be given to ensuring that
the society is buyintheright quality of products and services at reasonable grice

g) Transparent, competition based, economically significant and modern commodity

exchange system development program

To ensure modern commodity exchange system, enhancing the participation of alstctorg
from the primary commodity exchange centres will be enhanced. To render the market safe and
reliable as well as protect the public interest, capacity building will be carried out for all market
forces. By providing wo-date market informatiorfor all stakeholders, particularly for
smallholder farmers and identifying the bottlenecks of the exchange system and taking measures
based on research findings, the commodity exchange system will be strengthened.

By bringing new agricultural productstathe commodity exchange system and improving
annual exchange capacity, activities related to fulfilling the requirement of stakeholders will be
undertaken. By implementing electror@gchange and improving existing systems, efforts will
be made to impravthe satisfaction and trust of sta@kters in the exchange system.

h) Expanding reliable market opportunities by joining the World Trade Organization

and Regional Free Trade Areas

Through creating conducive environment which can help the cobetsfit from trade relations
and negotiations, efforts will be made to complete the process of acceding to the World Trade
Organizations In order to complete economic partnership agreements, negotiationgheith
European Union and to form regional unipmegotiation documents will be prepared. To
expand market access and opportunities, bilateral economic agreements and operations will
continue in a strong manner. By reviewing the laws and procedures, amendments will be made if
there is any which are inopeistent with WTO and regional agreements and procedures.
Information related to trade negotiations will be regularly communicated to stakeholders through
establishing integrated and collaborative systems. Through producing skilful trade negotiators at
various levels and building capable institutions which can manage trade agreements as well as
cooperating with parties which believe in mutual benefit, bilateral, regional and multilateral
negotiations will be undertaken in tandemhngtrotecting national ietrest.

i) Creating reliable market opportunities by undertaking effective export expansion

activities

Using mar ket expansion mechani sms, promoting
linkages, sustainable and reliable markets will be cde&be our products. Increasing the
awareness of trade community, consulting continuously the trade community, supporting the
emergence of new exporters and increasing their exporting capacity, penetrating new markets
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and avoiding dependency on limitedaket destinations andlentifying and exploring new
markets and expanding our market shares on both new and existing markets will be expanded
and strengthened. Overall, by improving the logistics of export trade, contract and store
management, focusill be given to increase botixport volume and export revenue. By way of
conducting market expansion research and studies, immediate measures will be taken to address
the challenges of the export sector.

4.7.Culture and Tourism

Strategic directions

During the plan period, the strategic directions of the culture and tourism development sector are

to enable citizens benefit from the sector through conserving and developing cultural and
historical heritages and expand cultural and tourism services muligbs. In this regard,
expanding employment opportunities for women and youth, equitable protection and
development of cultural diversitieand promoting their values, using research outputs to
strengthen the capacity of the sector by establishing sandgeliable information system and
undertaking image buildingndpr omoti on activities to enhance
foreign exchange earnings as well as increase the share of theis¢o®overall economy to

5% of GDP will be another stegic direction to be pursued during the plan period.

Objectives

The main objective of culture and tourism sector is to enhance the contribution of the sector to
overall sustainable socieconomic development of the country by creating coordinatet
integrated system and enhancing community participation. Accordingly, the main objectives of
the culture and tourism sector during the second Growth and Transformation Plan period are to
improve the utilization of information resources, enhance the develomhenttural industry

and market networks, increase the conservation and development of cultural heritage, improve
the market system of tourism sector and increase the variety and number of domestic tourism
service providers.

Major Targets

i) In order to improve conservation and development of cultural heritages, and to protect
movable heritages and soaialtural resources reducing the illegal transfer of heritages
by 100 percent, bringing back 100 heritages from abroad, registering thgibigan
cultural heritages of 170 nationalities, registering 178,830 movable and 4,202 immovable
heritages, preparing 5 nomination documents so as to render heritages registered by
UNESCO and conserving and protecting 8 indigenous knowledge and skills;

i) To enhance the development of cultural industry and market linkages, establishing and
developing industrial innovatioentresin regional cities, building and establishing
theatre and cinema centres at regional andzonal capital towns through forging
collabortion between government and the community, organizing 15 cultural industry
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ii)

Vi)

vii)

weeks, arranging 15 award and incentive forums, participating in 15 international cultural
festivals, organizing 196 national cultural festivals and 237 national cultural exhdpiti

To improve tourist destination sites, 33 existing and 111 new tourist attraction sites will
be developed in line with international tourism standards and 10 new tourism investment
sectors;

With regard to developing the market system of the toussstor, implementing the
marketing and branding strategy, participating in 60 international tourism trade and road
shows, preparing 58 introduction trips, organizing 272 national tourism trade shows,
increasing foreign exchange revenue from the sectol(yercent, increasing the
number of foreign tourists to 2.02 million and domestic tourists to 15 million, increasing
revenue from the tourism sector to US $6 billion and increasing the share of the tourism
sector to the overall economy (GDP) to 5%

To ersure the use and development of languages, fully register (100%) the languages of
nations and nationalities, preparing 5 implementing strategies in relation to the
development of language policy and indigenous knowledge, establishing 1 national
research istitute for language research, translation and indigenous knowledge
development, enhancing the usage of 45 langyagesducting research and
documenting languages and cultures, conducting research on 73 languages and cultures
and documenting the resehrworks , enriching 79 cultural values by studying them,
organizing 211 cultural weeks, studying and developing 55 cultural games and
developing 12 holidays;

Collecting information on heritages resources through purchasing, encouraging donations
from individuals, giving gifts and establishing relationships, expanding and strengthening
public libraries and archives in all regional capitals, establishing librariesketbele
centres establishing national and regional cultural and tourism management ititorma
system, collecting 1,733,283 data resources, organizing 1,288,439 information resources
and conservation of 313,575 information resources and preparing a document for
registering 6 Ethiopian ancient written documents as world heritages will also be
undertaken during the plan period;

In order to produce capable human resources in culture and tourism sector, working in
collaboration with higher education institutions, TVET colleges, research and
development institutions and professional associationdeielop integrated training
programs and ensure the system of evaluating competence and ensuring manpower
development by establishing one model hotel which can be used as a teactiagyill

be undertaken.

Implementation strategies

The followingimplementation strategies will be pursued so as to achieve thegstaet within

the framework othe strategic directions and objectives outlined above. During the plan period,
concerted efforts will be waged with ihe integrated system framewaoshkth all stakeholders to
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improve infrastructure provision, regulatory activities, legal frameworks and institutional
arrangements as well as monitoring and evaluation of the sector.

To bridge information gaps and address awareness problems on tourist destarafis,
continuous and sustainable awareness creation programs will be carried out so that stakeholders
could accord adequate attention for these areas. Thus, educational institutions and the media will
be used to conduct awareness creation activitiresaddition, support will be provided and
monitoring activities will be conducted for education and research institutions so as to enable
them produce the requirddimanpowerin the sector both in terms of number and quality.

To close the information gagf the sector at national level, developing information system using
existing information communication infrastructures at various levels, organizing information in
different ways and enabling the information to be used for study and research actieities ar
main implementation strategies.
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V. Economic Infrastructure

The huge efforts undertaken so far to expand economic infrastructure has already hggun to
off in terms of economic growth and development. However, there are still infrastructure deficits
that need to be bridgedBridging theinfrastructure deficits call for hugemancialinvestmenthe

bulk of which is in foreign currencyThe delivery ofinfrastructurealso faces challenges of
limited availability of skilled and competent manpowand organisedmplementation capacity

in general As a result, the country will continue &b least partlyely on external capacity in the
short and medium terin thedelivery of large infrastructure projects

Strategic Direction

The economic infrastructurdevelopnent programs of GTP Il are founded on the experiences,
lessons andhallengesso far encountered in delivering infrastructure in the courtinys one
important dimension of the strategy issastain infrastructure investmeoy promoting import
substituton of goods andservicesso asto reduce thestrainon foreignexchange demanduring

the GTP Il period.In other words, dcuswill be given toaddress thshortage ohighly skilled
labourand infrastructure finan¢céo promote acceleratadansfer of knowledge and technology,
etc.

The economic infrastructure development plan which is aimed at meeting the infrastructure need

of the economyisa&ky mi | est one towards the realizatior
lower middle income country by 2025. Road, railways, dry ports, air transport, energy, telecom
infrastructure will be expanded with the aim of attracting investment, opening new market
opportunities, reducing the price of commodities, creating competitive market environment to
speed up regional economic integratior all this the required infrastructure to support rapid
economic growth and structural transformati@ed tabe fulfilled.

Moreover, he strategy of infrastructure delivery includbsilding strong institutios, utilizing
infrastructure delivery as a vehicle to create jarsumg public participation and benefit from
thedevelopment outcomes, buitg) decentralized imastructure development system, addregs
the financial constraints imvesing in infrastructure developmenas wellensuimg feasibility
and equity Improving coordinatedplanning developmentand managemenbf infrastructure
services is also articulated as an important strategy in GTP 1l

Focuses will also be given to supp@ncouragend incentivize the private sectortbat itplays

its role in infrastructure development following the existing policies of the courtrythis
regard, FDwould be promoted to finance infrastructure #éimerebyalso utilize is a conduit for
transferringskills, knowledge and technologilo doubt that rast of the infrastructuravill still

be expected tde provided by the governmenmfiven he stages of development of the economy
and the private sectoi¥et, selectedinfrastructurethat can be delivered by publizivate
partnership (PPP) would Bxplored and the arrangement would be execit@domoteprivate
sector involvementin infrastructure delivery With regard to economic infrastructure, the
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international and regional goals and targstshe post2015 development agenda and Agenda
2063 aranainstreamed in the national goals and targe@TP 1.

Objectives:

The major objeates of the economic infrastructure development plan are to address challenges
in the sector so as to accelerate structural transformation, ensure that citizens flmenefit
increagdaccess anbetterquality of infrastructure, create capabi&astructue institutionsthat

can realize their missionutilize the infrastructureprogramsto also promoteindustrial and
technological developmerd&ind thereby ensure itsustainability and strengthen economic
integration withneighbouringcountries.

Implementation Strategies:
The major implementation strategies for infrastructieeelopment are:

a) Basic Institutional Transformation Program: This program will help institutions to be
competitive in implementing their missions;

b) Service Deliverylmprovement Program: The objectives of this program are enabling
institutions to provide world standard, efficient, effective and equitable services and
thereby satisfy the need for developmental investors and the public at large;

c) Domestic Capacity Buildigp Program: This program will facilitate the enhancement of
domestic capacity to manufacture construction inputs and to put legal framework in
place;

d) Import Substitution Program: This program aims at producing construction inputs and
substitute imported ings with domestically produced materials gradually and improve
the nationébés technol ogical capacity;

e) Looking for Alternative Financial Resources and Use Program: This program is aimed at
mobilizing feasibldinancial sources and ensure its efficient udiian.

f) Information Technology Infrastructure Program.

g) Public Participation Program: This program aimed atfacilitating participation and
mobilizing supportfrom people in the process of construction and protection of
infrastructure facilities.

h) Job Creabn Program.
i) Right of Way (ROW) Program.

The aforementioned strategic directions, objectives and implementation strategies cuts across
and govern all economic infrastructure sub sectors. The following are specific strategic
directions, objectives, targeamd implementation strategies for each economic infrastructure sub
sector.
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