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. EXECUTIVE SUMMARY

This Country Commercial Guide (CCG) presents a comprehensive ook at Ethiopia's
commercia environment, using economic, political and market analyses. The CCGswere
established by recommendation of the Trade Promotion Coordinating Committee (TPCC),
amulti-agency task force, to consolidate various reporting documents prepared for the
U.S. business community. Country Commercial Guides are prepared annually at U.S.
Embassies through the combined efforts of several U.S. government agencies.

With apopulation of nearly 62 million and a growth rate of 3 percent, Ethiopiais aready
the third most popul ous country in Africa after Nigeriaand Egypt. It covers 1.3 million
sguare kilometers (dightly less than twice the size of Texas), making it the ninth largest
country on the continent. With a per capitaincome of roughly $120 in 1998, however,
Ethiopiaranks as one of the poorest countriesin theworld. Asaland-locked country and
with current hostilities with Eritreain the north, Ethiopia has been forced to shift and use
the Djibouti port for nearly al of itstrade.

Degspite its poverty, Ethiopia has been among the top ten U.S. markets in sub-Saharan
Africaover the last several years, athough U.S. exports to Ethiopia declined from $148
millionin 1996 to $88 million in 1998. The agricultural sector, consisting mostly of
peasant farms, accounts for roughly 50 percent of the nation's gross domestic product, 85



percent of total Ethiopian employment, and 70 percent of its exports. To achieve long-
term economic and social development goals, and to feed arapidly growing population, the
government of Ethiopiafocuses on agricultural development as the catalyst for economic
growth. The nation’s strategy also includes controlling population growth, strengthening
domestic industry, privatizing non-strategic enterprises, and increasing reliance on free
market forces and the private sector to expand exports and supplant imports.

Ethiopia's reform program has achieved demonstrable successin stabilizing the economy,
reducing poverty, and aiding the transition to a free market system. From 1993-1998, the
country achieved an annual average economic growth rate of 6-7% and an annual average
inflation rate below 4%. In addition, its government budget deficit before donor grantsis
only 5-6 percent of GDP. However, Ethiopia has alarge current account deficit resulting
from a highly negative balance of trade and a high ratio of debt outstanding to exports and
GDP. Increased military expenditures over the last 15 months, and a higher anticipated
defense budget for thisfiscal year, are expected to exacerbate these problems.

Ethiopia's primary exports are coffee, hides and skins, sesame seeds, pulses, chat, live
animals, honey and beeswax, and fruits and vegetables. Coffeeisby far the most
important export commodity, constituting between 60-65 percent of exports by value each
of thelast six years.

The country’ s main imports include motor vehicles, petroleum products, civil and military
aircraft, spare parts, construction equipment, medical and pharmaceutical products,
agricultural and industrial chemicals, agricultural machinery, fertilizers, irrigation
equipment, and food grains. The major manufacturing subsectors in Ethiopia are food
processing, beverages, textiles, clothing, and |eather.

The principal obstacles to doing business in Ethiopia are: extreme poverty, which hinders
the growth of a consumer economy; poor transportation infrastructure--especialy the
inadequate road and rail network; inconsistent telecommunications and other utility
services; inability to obtain land quickly and cheaply; restrictions on foreign exchange and
inadequacies of the banking system; regulatory hurdles for prospective exporters; and
dow bureaucratic decision-making procedures.

Country Commercial Guides (CCG) are available for U.S. exporters from the National
Trade Data Bank’s CD-ROM or through the internet. Please contact STAT-USA at 1-
800-STAT-USA for moreinformation. Country Commercial Guides can be accessed via
the world wide web at http://www.stat-usa.gov; http://www.state.gov/;
http://www.mac.doc.gov; and http://www.tel ecom.net.et/~usis-eth/. They can be ordered in
hard copy or on diskette from the National Technical Information Service (NTIS) at 1-
800-553-ntis. U.S. exporters seeking general export information or assistance and
country-specific commercial information should contact the U.S. Department of
Commerce, Trade Information Center by phone at 1-800-usa-trad(e) or by fax at (202)
482-4473.



A, MAJOR TRENDS AND QUTLOOK:

Et hi opia’ s econom c growt h has surged since the downfall of
the communi st Derg regine in 1991, averaging 6-7%from 1993-
1998. Ethiopia has nmai ntai ned an average annual inflation
rate bel ow 4% during this sanme tinefrane. Debt rescheduling
agreenents with Paris Cub nmenbers in 1997-98 hal ved

Et hiopia' s debt to exports and debt to GDP ratios, though
they remain high at nearly 600% and 80% respectively. The
country runs a severely negative bal ance of trade, however,
whi ch exceeded $550 million in 1998. Forei gn exchange
reserves have dropped to $500 mllion, equivalent to three
nont hs of inport requirenents.

Et hiopia's main inports consist of sem finished goods, crude
petrol eum and petrol eum products, transport and industri al
capi tal goods, nedical and pharmaceutical products, notor
vehicles, civil and mlitary aircraft, raw materials, and
agricul tural nmachi nery and equi pnent.

B. PRI NC PAL GROMH SECTORS:

Cof fee continues to be the nost inportant export comodity
in Ethiopia. For about twenty years up to 1996, coffee
accounted for an average of 55 percent of the nation's total
val ue of exports. This proportion has increased recently to
an average of 63 percent of total export earnings from 1995-
1998. A glut in the world supply of coffee, however,
reduced Ethiopia' s export earnings |last year. 1n 1998/99,

Et hi opi a exported 110,000 metric tons of coffee, generating
about $300 million, a decline of 22%in earnings fromthe
previ ous year.

Et hiopia is estimated to have 75 mllion head of |ivestock,
the largest concentration in Africa. It is difficult to
calcul ate the sector's value, since a significant part of
neat and dairy production is for subsistence purposes. In
certain regions, particularly in the highlands, livestock is
utilized only to support farmng. Ethiopia s |ivestock
continues to suffer from unpredictabl e weather conditions,

di seases, and the |ack of a coherent plan for the



devel opnent of the sector. Al though hides/skins and | eather
are Ethiopia s second nost inportant export, the sector's
huge potential remains |argely untapped.

Et hi opi a continues to take advantage of its w de-ranging
ecol ogi cal and climatic zones by diversifying and expandi ng
agricultural production. Several products show significant
export potential. Tea production has increased to nearly
4,000 netric tons and opportunities exist for expanded

cul tivation, processing and marketing. FEthiopia s
production of cotton and sugar cane cannot keep up with

| ocal industrial demand, but with proper technol ogy and

i nputs could be increased several-fold. There are

consi derabl e opportunities for expanding the cultivation and
export of dried fruits, cut flowers, and canned veget abl e
products. Wth over seven mllion bee colonies, Ethiopiais
al ready the | eading producer and exporter of honey and bee
wax in sub-Saharan Africa but offers additional prospects
for private investment. In addition, Ethiopia is interested
in exploiting its forestry and fishing resources.

Gold, marble, linmestone, and small amobunts of tantalum are
mned in Ethiopia. Qher resources with potential for
conmer ci al devel opnent include | arge potash deposits,
natural gas, iron ore, and possibly coal and geot her nal
energy. Ethiopia has only tapped a small portion of its
potential hydroel ectric power resources. Although oi
deposits may exist, as yet there have been no di scoveries
and the country is totally dependent on inports for oil.

The manufacturing sector concentrates on the production of
construction materials, netal and chem cal products, and
basi ¢ consuner goods such as food, beverages, clothing, and
textiles. The sector is dom nated by about 150 public
enterprises, which account for nore than 90 percent of its
val ue. The production from state-owned enterprises is
concentrated in food and beverages, textiles, clothing,

| eat her products, tobacco, rubber, plastic, and cenent.

Private sector manufacturing activity follows a simlar
pattern. Mst of the 165 private sector manufacturing firns
are involved in bakery products, textiles, footwear, and
furniture production. 1In the short termat |east, the
sustainability of the manufacturing recovery is likely to be
i nfl uenced by how well the private sector responds to market



incentives, as well as by the capacity of public enterprises
to adapt to the recently nore conpetitive narket
envi ronnent .

C.  GOVERNMVENT ROLE | N THE ECONOWY:

To create a conducive environnent for devel opnent, the
CGovernnment of Ethiopia adopted a Five-Year Devel opnent Pl an
in 1995 that ains to enhance agricultural productivity,

i mprove rural infrastructure, encourage private investnent,
pronote participation of the private sector in the econony,
nobi | i ze external resources, and pursue appropriate

macr oeconom ¢ and sectoral policies.

In pursuit of these goals, the government enbarked on a
program of econom c reform establishing the Ethiopian
Privatization Agency to inplenment a phased privatization
program Ethiopia i ssued new | aws openi ng banki ng and

i nsurance to the donestic private sector. In 1995, the
Covernnent started selling nost state-owned retail shops,
hotels, and restaurants. To date, about 180 governnent
entities have been privatized, including the Pepsi-Cola and
Coca-Col a bottling plants, the St. George Brewery, and the
Lega Denbi Gold Mne. Private conpanies are negotiating
with the governnment over tenders for the Kenticha Tantal um
M ne, the Calub Gas Conpany, and the Wnji-Shoa Sugar
Factory. Enterprises valued at over three mllion dollars,
such as major hotel chains, tanneries, textile mlls and
garnment factories are being offered for sale, |ease,
managenent contract, or joint venture with the Governnent.

The governnment mai ntains conplete ownership of all land in
Et hiopia. A new |legal framework allows the | easing of urban
| and, the value of which is established by public auction or
via pre-set rates established by the market. 1In the
agricultural sector, the CGovernnent abolished nost narketing
boards, which enabled farmers to sell their crops to the

hi ghest bidder. Parts of the market for agricultural inputs
were |liberalized, and coffee marketi ng has been opened to
conpetition.

About 20 percent of Ethiopian inports are conducted through
government tenders. The tender announcenent is made public
to all interested potential bidders, regardl ess of

nationality of supplier or origin of the products/services.



Bot h Et hi opi an and foreign suppliers, especially those from
Italy, CGermany, France, Japan, and the United Ki ngdom who
have | ocal representatives participate aggressively and tend
to conpete successfully. It is inportant that suppliers be
i nvol ved at the earliest design stages to ensure that
project specifications fit U S. products.

The Investnent Authority is responsible for coordinating new
i nvestment fromforeign and donestic sources, although each
of the nation’s eleven admnistrative regions has its own

i nvest ment bureau, with growi ng capacities for pronoting

| ocalized investnent. The federal and regional authorities
have i ssued a conbi ned 4,818 investnent permts for an
estimated investnment capital of $5 billion. O these
projects, 163 are foreign investnents with a capital
projection of $1.2 billion. A total of 283 of these

proj ects becane operational over the |ast cal endar year.
Recent | egislation opened three fornmerly prohibited sectors
to private investnent, including |arge-scale hydro-electric
projects, tel econmuni cations, and defense industries.

Banki ng, insurance, and many snall -scal e personal services
remain closed to foreign investnent.

O her areas of Governnent consideration include: fornulating
and i nplenenting a national energy strategy, doubling the
access to safe water and effective sanitation anong the
popul ation, and addressi ng housi ng shortages by |iberalizing
t he housing and construction narkets.

D. BALANCE O PAYMENTS SI TUATI ON

Et hiopia' s current account deficit before official
transfers, which reflects a large trade deficit, grew
slightly in 1998 to about $520 mllion, or 7.9% of GDP.
External reserves fell to about $412 million, or just under
three nonths of inports.

E. | NFRASTRUCTURE

Et hiopia's surface transport infrastructure is inadequate
and underdevel oped. In fact, Ethiopia has the | owest road
density per capita in the world. The country's main route
fromAddis Ababa to the port of DOibouti along the Assab
road coul d becone a bottl eneck to the novenent of goods,
despite efforts currently underway to inprove it. Only 21



percent of the highway network is paved, with few

i nterconnecting |inks between adjacent regions and a grossly
insufficient feeder road network. As a result, large parts
of Ethiopia are isolated and dependent on pack aninals for
transport. The poor road sector has hanpered economni c

devel opnent and renmai ns an obstacle to econom c integration,
export growth, and the realization of greater economc
potential in general.

Wth the help of the Wrld Bank, the European Union, and the
African Devel opnment Bank, and ot her donors, the Ethiopian
Covernment is inplementing a Road Sector Devel opnent Pl an.
This program ains to expand the road network by 80 percent
by 2007, at a cost of $3.9 billion. The Wrld Bank approved
a loan for $309 mllion in 1998, the first of three | oans

pl anned. The programw |l also lead to the repair and
renovation of major and mnor trunk roads and hel p devel op
private road construction and contracting capacity. Reforns
undertaken in support of the RSDP include privatizing state
construction conpanies, |iberalizing transport charges, and
i npl enenting a road fund for sustainable road nmai nt enance.

Limted rail service links Addis Ababa with Djibouti via the
eastern Ethiopian city of Dire Dawa. Passenger and cargo
air transport service is provided by Ethiopian Airlines.

Its international flights link the country with 43 cities on
three continents, and its donmestic service |inks 38
airfields and 21 landing strips with Addis Ababa.

Et hi opi a has one of the | owest nunber of tel ephone |ines per
capita in sub-Saharan Africa. The Ethiopian

Tel ecomuni cations Corporation (ETC), the governnent - owned
service provider, plans to reach over 1% of the popul ation
by the year 2000 with the addition of 700,000 new tel ephone

lines. Internally, direct mcrowave tel ephone Iinks are
avai l able to nost regional cities. A nunber of snaller
towns al so have autonatic tel ephone services. Internationa

conmuni cations |links are naintai ned through two satellite
earth stations, providing tel ephone, telex, and tel evision
services. Digital tel ephone exchanges have al so been
installed recently and cel lul ar phone service al so conmenced
earlier this year. The ETCis planning to award the
contract soon for the provision of wireless |ocal |oop

wi thin Addi s Ababa.



A. Relations with the United States

U.S.-Ethiopian relations are very good, despite recent strains regarding the deportation of
presumed Eritrean nationals and implementation of its reform program. The U.S.
Government has afavorable view of eventsin Ethiopia since thefall of the communist
Derg dictatorship. While encouraging Ethiopiato improve protection of human rights, the
U.S. isgenerally supportive of the Federal Democratic Republic of Ethiopiaand wants
Ethiopiato prosper both economically and democratically. The U.S. has played an
important role in supporting the peaceful resolution of the Ethiopian-Eritrean conflict.

The United States has had |ong and cordial relations with

t he Et hi opi an peopl e, even during periods when official

rel ati ons between the governnments was mninmal. The U S,
provi ded massi ve hunmanitari an assi stance to Ethiopia

t hroughout the years of the Derg regine. Until the md-
1970's, the U S. Peace Corps naintained one of its |argest
progranms in Ethiopia. Al though the Peace Corps returned to
Et hiopia in 1996 with a group of volunteers to work in the
education field, the programwas suspended follow ng the
out break of hostilities with Eritrea in 1998.

Et hiopia is the largest recipient of U S. economc

assi stance in sub-Saharan Africa. Al though nost U S
assistance is in the formof enmergency food aid, devel oprment
assi stance total ed about $45 mllion in FY 1998. Pronoting
a mar ket econony, devel opi ng denocratic institutions, and
bui I di ng understanding of the rule of |aw and respect for
human rights are primary objectives of U S. policy in

Et hi opia. Ethiopia has made significant progress in each of
t hese key areas, although additional work remains to be
done.

B. MAJOR PQLI TI CAL | SSUES AFFECTI NG BUSI NESS CLI MATE

The main political issue affecting the business climate is the conflict between Ethiopiaand
Eritreathat beganin May 1998. Evenif the war ends soon, it has been amajor strain on
the Ethiopian economy, diverting resources that might otherwise go into infrastructure and
discouraging potential investment.

C. BRI EF SYNOPSIS O- THE PQLI TI CAL SYSTEM



Ethiopia has a parliamentary system of government. Nationwide electionswere held in
1995 and are scheduled for the year 2000. The Ethiopian Peopl€e's Revolutionary
Democratic Front (EPRDF), a coalition of parties|ed by the Tigray People's Liberation
Front (TPLF--the guerrilla movement that led the fight against the Derg), won the elections
by alanddide and now controls al but a handful of legidative seats and government
positions. Meles Zenawi, a Tigrayan who is chairman of the EPRDF, is Prime Minister.
The EPRDF officially favors democracy and private enterprise, but has residual control-
oriented tendencies developed during the TPLF's past as a Marxist guerrilla movement.

A. D STRI BUTI ON AND SALES CHANNELS:

Et hiopia requires that all inports be channel ed through

Et hi opi an nationals registered with the governnent as
official inport or distribution agents. The inporter or
agent is required to apply for an inport license with the
M nistry of Trade and Industry and with the Controller of
Exchange of the National Bank of Ethiopia to obtain access
to forei gn exchange.

B. I NFORVATI ON ON TYPI CAL PRCDUCT PRI CI NG STRUCTURES

Al'l transactions in Ethiopia are conducted in the | ocal
currency, the "birr." Prices are generally very |ow for

| ocal | y produced products while inport prices reflect the
hi gh cost of transportation.

C.  USE O ACENTS AND DI STRI BUTCRS; FI NDI NG A PARTNER:

In Ethiopia it is not difficult to find experienced and
reput abl e agents and distributors. To conduct business
effectively and participate in |local tenders, it is
advisable for U S. firnms to appoint |ocal agents to
represent their products in Ethiopia. The Enbassy maintains
a list of experienced | ocal representatives interested and
able to assist U S. conpanies in bids on major projects.

D. FRANCH SI NG
Even with the relaxation in rules governing the

convertibility and repatriation of Ethiopia s currency,
product quality control, banking regulations, and conti nui ng



forei gn exchange convertibility issues nake franchi sing
difficult. CQurrently, there are no U S. franchises
operating in the country.

E. DI RECT MARKETI NG

Limtations on foreign exchange and the reservation of
i mport and export services to nationals makes direct
marketing difficult.

F. JO NT VENTURES/ LI CENSI NG

Forei gn investnent inflows through joint ventures are
pronoted and encouraged in Ethiopia. The following are the
major criteria for the approval of joint venture proposals:

(A) Transfer, absorption, and adaptati on of needed
t echnol ogy and know how i nto the country;

(B) I nprovenent of the country's foreign exchange position;

(O Wilization and devel opnent of the country's resources,
i ncluding the generation of |ocal enploynent, and;

(D) Devel opnent of forward and backward |inkages, and
i ncreased added val ue i n vari ous economn c sectors.

G  STEPS TO ESTABLI SH NG AN OFFI CE:

Al'l inporters and exporters nust be registered with the

M nistry of Trade and Industry and obtain a business
license. Foreign investors are required to seek project
approval and receive incentives fromthe Ethiopian

I nvestnment Authority. The Mnistry of Trade and Industry
regul ates inports and exports. Foreign exchange permts are
required for all inports.

H  SELLI NG FACTORS/ TECHNI QUES:

Met hods used by successful conpetitors in the Ethiopian
mar ket pl ace include active contact with key officials
responsi bl e for various major prograns and projects,
personal visits by representatives for initial market
surveys, and contact with |local representatives

know edgeabl e about future plans and market potenti als.
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. ADVERTI SI NG AND TRADE PROMOTI ON:

Advertising and trade pronotion are inportant in the

Et hi opi an nmarket. The Government - owmned mass nedia (radio,
tel evision, and newspapers) and privatel y-owned nagazi nes
and newspapers are the maj or neans of advertising. 1In

Et hi opi a, radi o and newspapers have a w der audi ence than
television, which is very [imted. Sone of the ngjor

Engl i sh-1 anguage newspapers and nagazi nes i ncl ude:

Et hi opi an Heral d

P. O Box 30701

Addi s Ababa, Ethiopia

Tel : 251-1-123-879
251-1-112-041, 251-1-118-252

The Moni tor

P. O Box 22588

Addi s Ababa, Ethiopia

Tel : 251-1-156-400, 251-1-511-880
Fax: 251-1-518-409

Addi s Tri bune

P. O Box 2395

Addi s Ababa, Ethiopia

Tel : 251-1-129-524, 251-1-118-613
Fax: 251-1-552-110

The Capital

P. O Box 259

Addi s Ababa, Ethiopia
Tel : 251-1-185-100
Fax: 251-1-533-323

Et hi opi an Trade Jour nal

Et hi opi an Chanber of Conmerce
P. O Box 517

Addi s Ababa, Ethiopia

Tel : 251-1-518-240

Fax: 251-1-517-699

N gdna Li nmat

Addi s Ababa Chanber of Commrerce
P. O. Box 2458
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Addi s Ababa, Ethiopia
Tel : 251-1-518-055, 251-1-513-814
Fax: 251-1-511-479

Ent r epr eneur

P. O Box 26845

Addi s Ababa, Ethiopia
Tel : 251-1-128-584

J. PR G NG PRODUCTS:

Al retail prices except petroleum fertilizers and
phar maceuti cal s have been decontrol | ed.

K. SALES SERVI CE/ CUSTOVER SUPPORT:

Sal es service is obtainable for products in nost sectors.
Nei t her consumer advocacy or protection associations
currently operate in Ethiopia.

L. SELLING TO THE GOVERNVENT:

Cover nment purchases account for about 60 percent of total
imports, with funds com ng from project |oans by
international financial institutions such as the Wrld Bank.

M PROTECTI NG PRODUCTS FROM | PR | NFRI NGEMENT

Regul ations for the registration of patents and copyrights
do not exist in Ethiopia. Sone protection can be secured
through registration of trademarks at the Mnistry of Trade
and I ndustry and the publication of cautionary notices in

| ocal newspapers in Ethiopia. In md-1999, the Ethiopian
Par | i anent began di scussing a proposed copyright lawto
address many aspects of intellectual property protection.

N. NEED FOR A LOCAL ATTORNEY

Most of the necessary commercial and investnent procedures
and |icenses can be handl ed through a | ocal business agent.

O PERFORM NG DUE D LI GENCE
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Due diligence and project analysis are highly recomended,
t hough Ethiopia' s investnment provisions to not yet accord
full privileges for pre-investnent research.

The followi ng products, listed as essential itens on the
FDRE s priority list, represent the best prospects for
products and services for U S. exporters:

A, BEST PROSPECTS FOR NON- AGRI CULTURAL GOODS AND SERVI CES

Sector Rank: 1

Sector Nane: Aviation

I ndustry Code: AR

Et hi opian Airlines (EAL) continues to expand its routes

t hroughout Africa, Europe, Asia, and the United States. It
has expressed a desire to expand its fleet within the next
several years. EAL has been an inportant regional client
for U S aviation conpanies with an all-Boeing international
fleet with primarily Pratt and Witney engi nes. The conpany
will continue to need aviation spare parts and ancillary
equi pnent (|l oaders, forklifts, airport vehicles). In

addi tion, several new charter airlines are show ng sone
progress and may purchase additional snmall passenger and
cargo pl anes.

Sector Rank: 2

Sector Nane: Road Construction

I ndustry Code: CON

The Worl d Bank and donor agencies are participating heavily
in Ethiopia s Road Sector Devel opnent Plan (RSDP). Al though
U S firns are bidding and winning tenders to conduct road
desi gn and supervi se construction, the country will also
need vehicles (bulldozers, cranes, trucks, forklifts),
vehi cl e attachnents, both nechani zed and non-nechani zed

equi pnent to | evel and pour the materials, and construction
materials. Mbst projects open for international conpetitive
bi ddi ng are funded by either the Ethiopian governnent or
maj or international financial institutions in which the
United States participates, such as the International

Devel opnment Association (I DA) of the Wrld Bank and t he
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African Devel opnent Fund (AFDF) of the African Devel opnent
Bank ( AFDB).

Sector Rank: 3

Sector Nane: Tel econmmuni cati ons

I ndustry Code: TEL

Et hi opi a continues to invest and seek donor assistance in
expandi ng and upgrading its tel ecomunications networKk.
Wth the | owest tel ephone Iine density in Africa, the

Tel ecomuni cat i ons Cor porati on has adverti sed the need for
760, 000 new tel ephone |ines over the next ten years. In
addition, it plans to award a series of contracts for the
provi sion of wireless |ocal |oops. Qher projects contained
within the ETC s devel opnent program for the next three
years includes DRVAS stations, VSAT stations, coin-operated
t el ephones, expanded internet, nobile tel ephones, and voice
mail. Al of these projects will require the necessary
instal l ati on machi nery, sw tches and equi prent.

Sector Rank: 4

Sector Nanme: Hydro-Electric

I ndustry Code: ELP

Over the next several years, Ethiopia plans to triple its
capacity to generate hydroelectric power, from400 to 1200
nmegawatts. Al though this will meet the current need,

Et hi opi a has an untapped natural potential to generate over
30, 000 negawatts of hydroel ectric power. The Ethiopian

El ectric Power Corporation (EEPCo) is interested in U S.
technology in this field and is regularly publishing tenders
for expanding and renovating the civil and hydronechanic
wor ks for current generating stations and for the planning,
desi gn and construction of additional works.

Sector Rank: 5

Sector Name: Tourism

I ndustry Code: TRM

Et hiopia' s tourismpotential is |largely untapped and shoul d
be of enornous interest to foreign and | ocal visitors on
historic, cultural, or eco-tourismexpeditions. Ethiopia
has an enornous diversity of wildlife (wth many uni que

i ndi genous plant, bird, and manmal species), exotic

| andscapes, and architectural ruins of prehistoric,

hi storical, and religious significance. Many tourist sites
are conpl etely undevel oped and the infrastructure (hotels,
restaurants, tour facilities) are underdevel oped.
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Sector Rank: 6

Sector Nane: Airport Equi prent

I ndustry Code: APG

The construction of Bole International Airport in Addis
Ababa will be conpleted in md-2000. The new termnal wll
need equi pnent, nachinery, and structures related to indoor
and outdoor facilities including baggage handling, shopping,
di ni ng, cargo storage, transfers, food preparation, and
parki ng. Renovation and construction of several donestic
termnal s proceeds apace. The country will need navigation
and comuni cation devices, fire-fighting and safety

equi pnent, and security equi pnent are needed for all of

t hese new airports.

O her leading sectors for trade and investnent include
trucks, vehicles and spare parts (TRK) and medi cal equi pnent
and pharnmaceuticals (VED DRG .

B. BEST PROSPECTS FOR AGRI CULTURAL GOCDS AND SERVI CES:

Et hiopia is endowed w th abundant agricultural resources and
has a vast diversity in ecol ogical zones. Because Ethiopia
must inport all of its urea-based fertilizer, the best
prospect in this sector is for the manufacture or provision
of agricultural chemcals. Gven the primary focus of the
econony on agriculture and the diversity of crops and
products, |arge-scal e agro-processing offers numerous
opportunities. Wth the increased comercialization of this
sector, there are growi ng demands for inputs of agricultural
products by manufacturing industries and the provision of

al | -around support services such as the mai ntenance of
tractors, harvesters, and other equi pnent such as grain
silos, cold storage and transport. Ethiopia s cash crop
production has enornous potential for growh, especially in
cof fee, tea, sugar, spices, and tobacco. Cotton is well
integrated in the econony with a | arge nunber of textile and
garment factories relying on donmestic production. Ethiopia
al ready produces beeswax, oilseeds, fruits and vegetabl es
for exports but there is plenty of roomfor growth. A keen
demand is anticipated for technical services in several
areas, including hand farm ng inpl enents and hand- power ed
tools and farm ng equi pnent, smnall-scale rural
infrastructure equi prent, water supply and sewage system
machi nery, such as irrigation punps and well or bore-hole

di ggi ng equi pnent .
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A. TRADE BARRI ERS

Sales tax rates are 4% for a selected list of agricultura
goods and "essential" itens, such as pharnaceuticals, books,
and printed matter, hides/skins, and cotton. For all other
goods, the sales tax is 12% There are ten excise tax
brackets, applied equally to domestically produced and

i nported goods, ranging from10% for textiles and el ectronic
products to 200% for al coholic beverages.

B. CUSTOMS REGQULATI ONS:

Et hi opi a' s new pre-shi pnment inspection |aw requiring that

all inports comng into the country nust be checked for
type, quality, origin, quantity and price in conformty with
sal es contracts before entering the country. Ethiopia
signed a two-year pre-shipnent inspection agreenent with the
Swi ss-based, SGS. Beginning in Cctober 1999, any

consi gnnent whi ch has not been inspected by SGS cannot get

cl earance fromthe Custons Authority.

C. TAR FF RATES:

Et hi opi a has reduced custons duties on a w de range of

i mports over the last three years. The nost recent tariff
reductions in January 1997 offer considerable decreases in
nost duties, but especially targets inported goods that
enhance exports. Tariff rates range fromO to 50% wth an
average tariff rate approximately 20% The government plans
to reduce the maximumrate to 30% and the average tariff
rate to 17-18% wi thin the next three years.

D. | MPORT TAXES:
None ot her than those |isted above.

E. IMPORT LICENSES:

16



All imports require permits from the exchange controller of the National Bank which are
obtainable upon presentation of avalid import license and the provision of satisfactory
information on costs and payment terms.

F. TEMPORARY ENTRY:
Bonded warehouse storage facilities are available for periods up to six months.
G. SPECIAL IMPORT/EXPORT REQUIREMENTS AND CERTIFICATIONS:

All exports require permit from the exchange controller of the National Bank. When
applying for a permit an exporter must specify the goods to be exported its destination and
value. The granting of a permit by the exchange controller enables the goods to pass
through customs. The licensing system is used to ensure that foreign exchange receipts
aretransferred to the National Bank.

Most imports to Ethiopiarequire; (1) three certified copies of the commercial invoice, (2)
two detailed copies of the manufacturersinvoice, (3) abill of lading or airway hill, and (4)
pro-formainvoices. Documents that should accompany exports include; (1) export
declaration, (2) sales contract, (3) invoice, and (4) insurance certificate or policy.

H. LABELING, MARKING REQUIREMENTS:

Shipping marks and labeling are required in al imported goods and should be identical on
all documents.

I. PROHIBITED IMPORTS:

The Ministry of Trade and Industry has the power to restrict and/or limit imports and
exports. There are restrictions on the importation of products that compete with locally
produced goods, particularly in agricultural sectors. Automobile or motor vehicle imports
require approva from the Ministry of Transport and Communications. The import of arms
and ammunitions, except by the Ministry of National Defense, istotally prohibited.

J. WARRANTY AND NON-WARRANTY REPAIRS

Regulations in this category are applicable only to the terms of the sales or services
contract.

K. EXPORT CONTROLS:

Ethiopia maintains restrictions and taxes on the export of coffee and chat and regul ates the
sale of petroleum products.

L. STANDARDS:
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The Ethiopian Quality and Standards I nstitute regulates al exports and imports.
Standards are consistent with international norms and do not act asabarrier to U.S.
products. Government procurement is by competitive bidding. There are no burdensome
administrative procedures or special document requirements.

M. FREE TRADE ZONES:

Ethiopia does not operate or allow the development of free-trade zones, although a
transshipment port is available in Djibouti.

N. MEMBERSHIP IN FREE TRADE ARRANGEMENTS:

In 1992, Ethiopia became eligible to participate in the Generaized System of Preferences
(GSP). Ethiopiais considering applying for membership in the World Trade
Organization (WTO). Itisamember of the Common Market for Eastern and Southern
Africa (COMESA).

O. CUSTOMS CONTACT INFORMATION:

The Customs Authority is abranch of the Ministry of Finance. The General Manager is
Y eshitila Aytenfisu (Tel: 251-1-511639; Fax: 251-1-551355).

A. 1. OPENNESS TO FOREI GN | NVESTMENT:

The Government of the Federal Democratic Republic of
Ethiopia (GFDRE) is conmtted to ensuring that private
capital plays a significant role in the econony. To this
end, it has elimnated discrimnatory tax, credit, and
foreign trade treatnment of the private sector, sinplified
adm ni strative procedures, and established a clear and
consi stent set of rules regulating business activities.

In June 1996, the Ethiopian governnent issued a revised

i nvestment code which, inter alia, provides incentives for
devel opnent-rel ated i nvestnents, reduces capital entry
requirenments for joint ventures and technical consultancy
services, creates incentives in the education and health
sectors, permts the duty free entry of capital goods
(except conputers and vehicles), opens the real estate
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sector to expatriate investors, extends the |osses carried
forward provision, cuts the capital gains tax from40 to 10
percent, and gives priority to investors in obtaining |and
for |ease.

The investment code prohibits foreign firm participation in the domestic banking or
insurance services. Other areas of investment reserved for Ethiopian nationalsinclude air
transport services for more than 20 passengers or for cargo above 2700 kilograms,
forwarding and shipping agency services, rail transport services, and non-courier postal
services. Professional service providers must be licensed by the government to practicein
Ethiopia.

Amendmentsto Ethiopias investment proclamation issued in September 1998 allow
Ethiopian expatriates and permanent residents to participate in areas formerly reserved for
Ethiopian nationals. Thesear eas i ncl ude radi o and tel evi sion

br oadcasti ng services; retail and whol esal e trade (except
for locally produced goods); inport trade; export of raw
coffee, oil seeds, pulses, hides and skins, and |live sheep,
goats, and cattle not raised or fattened on the investor’s
farm small and nmedi um scal e construction; tanning of hides
and skins up to "crust” level; non-rated hotels, pension
houses, bars, nightclubs, tea roons, coffee houses, and
restaurants, excluding international and specialized
restaurants; tour operation, travel agency, conm ssion
agency, and ticket offices; car hire and taxi transport
services; comercial road transport and inland water
transport services; bakery products and pastries for the
donestic market; grinding mlls for grains; barber shops,
beauty sal ons, goldsmth shops, and tailoring services,
excludi ng garnent factories; building nmaintenance services;
repair and mai ntenance of vehicles; saw mlling, processing
of 1ogs, and the manufacturing of wood products for the
donesti c nmarket; custons cl earance services; nuseuns,
theaters, and cinema hall operation; and printing

i ndustri es.

Although the investment code amendments maintained the exclusion on foreign
participation in financial services (banking and insurance) and the other services noted
above, they opened severa formerly prohibited sectors to foreign investment:
telecommunications, hydro-electric power generation (below 25 megawatts), and defense.
Investment in telecommunications and defense, however, must be "in partnership with the
Ethiopian government.” Another provision expandsthe list of services open to foreign
investment to include engineering, architecture, accounting, auditing, and business
consultancies.
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The Et hi opi an governnent reviews investnent proposals in a
non-di scrimnatory nmanner; the screening process is not
regarded as an inpedinent to investnent, alimt to
conpetition, or a neans of protecting donestic interests.

Foreign firns are welconme to invest in privatization efforts
of the Ethiopian governnent, although in sone instances the
government pronotes joint ventures with Ethiopian private
concerns rather than outright sales. Foreign firns

partici pate through consul tancy services preparatory to
privatization or through tendering on adverti sed
privatization opportunities. FEthiopia is progressing slowy
toward its stated goal of relinquishing nost, if not all, of
its state-owned firns. To date, Ethiopia has privatized
approxi mately 180 properties, nostly small enterprises in
trade and other service sectors. In Novenber 1998, the

Et hi opi an privatization agency published a list of 114 ot her
firnmse to be divested in the near future, including
breweries, hotels, textile and garnent factories,
construction and building materials industries, food
factories, tanneries, and cotton, tea, and cereal farns.
None of Ethiopia' s utilities have been privatized to date,

t hough the governnent is |ooking for foreign investor
partners in tel ecomunications.

There are no discrimnatory or excessively onerous visa,
residence, or work permt requirenents regarding foreign
i nvestors. Foreign investors do not face unfavorable tax
treatnment, denial of licenses, discrimnatory inport or
export policies, or inequitable tariff and non-tariff
barriers.

A. 2. CONVERSI ON AND TRANSFER PQLI CI ES:

The investnent proclamation allows all foreign investors,
whet her or not they receive incentives, to freely remt
profits and dividends, principal and interest on foreign

| oans, and fees related to technology transfer. Foreign
investors may also remt proceeds fromthe sale of
l'iquidation of assets, fromthe transfer of shares or of
partial ownership of an enterprise, and funds required for
debt service or other international paynents. The right of
expatriate enpl oyees to remt their salaries is granted in
accordance with the foreign exchange regul ati ons of the
Nati onal Bank of Ethiopia. U S. businesses represented in
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Et hi opi a do not encounter difficulties in the repatriation
of di vi dends.

Et hi opi a i ssued several proclamations in Septenber 1998,
that further liberalized the country's forei gn exchange
mar ket. Under the new policy, the national bank sells
foreign currency to comercial banks (one state-owned and
five private banks) and other |large corporations at a weekly
auction. The commercial banks are free to establish their
own exchange rates. Conpanies with an inport |icense may
obtain foreign currency directly fromthe comrercial banks.
Et hiopia's new | aws al so rel axed restrictions on
i ndi vidual s obtaining foreign currency for educational,
nmedi cal , business, or holiday travel.

The birr has been fairly stable during the [ast twelve

nont hs, undergoi ng a gradual devaluation from®6.8 birr per
U.S. dollar to the current 8.12 birr per dollar. Over this
period, the differential between the auction-determ ned rate
of exchange and the parallel (or "black-market" rate) has
been nearly elimnated. Ethiopia s exchange rate has

remai ned fairly stable due to the governnment’s conservative
nonetary policies and consi derabl e forei gn exchange
reserves, though the governnent's recent mlitary
expenditures as a result of the border dispute wth Eritrea
have i ncreased the budget deficit and reduced Ethiopia's
foreign currency reserves.

A. 3. EXPROPRI ATI ON AND COVPENSATI ON

Per Ethiopia s 1996 investnment proclamation, no assets of a
donestic investor or a foreign investor, enterprise, or
expansi on may be nationalized wholly or partly, except in
accordance with the regul ati ons of the governnment and upon
paynment of adequate conpensation. Such assets may not be
sei zed, inpounded, or disposed of except in accordance with
a court order. No acts of expropriation have occurred under
either the transitional governnent of Ethiopia (1991-95) or
the federal denocratic republic of Ethiopia, which assuned
power in md-1995. G ven the Ethiopian governnent’s
conmmtment to its structural adjustnent program its
interest in attracting foreign capital, and its
privatization efforts, the threat of nationalization appears
mninmal. Followi ng the eruption of the Ethio-Eritrean
border conflict in May, 1998, however, the Ethiopian
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gover nment deported tens of thousands of people identified
as Eritrean nationals and in many cases confiscated their
property to pay for outstanding |oans. Sonme of these cases
will likely result in eventual court cases.

A 4. DI SPUTE SETTLEMENT:

According to the investnent proclamation, disputes arising
out of foreign investnent, which involve a foreign investor
or the state, may be settled by neans agreeable to both
parties. A dispute which cannot be settled am cably may be
submtted to a conpetent Ethiopian court or to internationa
arbitration within the franework of any bilateral or
multilateral agreenment to which the governnment and the
investor’s state of origin are contracting parties. No such
i nvest ment di sputes are known to have occurred in recent
years.

Et hiopia’ s judicial systemrenains underdevel oped, although
efforts are underway to strengthen its capacity. Wile
property and contractual rights are recogni zed, and there
are witten commercial and bankruptcy laws, there is thus
far no experience by which to judge the | evel of acceptance
of foreign court rulings.

A. 5. PERFORVANCE REQUI REMENT/ | NCENTI VES:

Investors in specific areas nmay be eligible for investnent
i ncentives. These include agricultural devel opnent and
agr o- processing; agricultural production; manufacturing of
equi pnent, machinery, spare parts, conponents and suppli es,
vehi cl e bodi es, other products and assenbly plants, and
publ i shing or printed goods; |arge-scale capital road and
bui I di ng construction and other rel ated works; rural
transportation facilities; and the purchase of spraying
machi nery, trucks fitted with refrigeration facilities, or
ot her equi pment for support services.

An investor in one of these specified areas who neets the
conditions for a qualifying investnent certificate, and who
produces evi dence show ng the exact anmount of the capital

i nvested within 30 days of commencenent of operation, nmay
qualify for incentives. Subject to the approval of the
board of investnent, the initial capital required for
investment in areas of priority or in technol ogy may be
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| owered as an investnent incentive. Under revisions in
Et hiopia's i nvestnent code, the education and health sectors
are now eligible for incentives.

The specific incentives for domestic and foreign investors
as well as incentives in existing enterprises include
exenption frominport duties and taxes for inports of

capi tal goods and equi prnent, exenption fromtaxes for the

i mport of spare parts up to 15 percent of the value of the
capi tal invested; exenption fromexport duties and taxes for
Et hi opi an products or services that are destined for export,
i f approved by the board of investnent; and exenption from
tax on any remttance fromany proceeds fromthe sale or
transfer of shares in part or all of an enterprise by a
donestic investor. Investors in relatively under-devel oped
regions of Ethiopia are also eligible for exenption from
income tax for up to five years at the discretion of the
board of investnent.

A. 6. RIGAT TO PR VATE OMNERSH P AND ESTABLI SHVENT:

Both foreign and donestic private entities have the right to
establish, acquire, own, and dispose of nost forns of

busi ness enterprises. State-owned enterprises have

consi derabl e de facto advant ages over private firns,
particularly in the realmof Ethiopia s regulatory and
bureaucratic environment, and including ease of access to
credit and speedier custons cl earance.

A. 7. PROTECTI ON OF PRCPERTY RI GHTS

Secured interests in property are protected and enforced,

al though all |and ownership remains in the hands of the
state. One pending issue is the return of properties

sei zed, "lawfully" or "unlawfully" during the Mengistu

Hai | e-Mari am regi ne (1974-91). The governnent’s position is
that property seized "lawmfully," that is, by court order or
t hrough gazetting, remains the property of the state. The
state may choose to sell such property if deened
appropriate. |In nost cases, property seized by oral order
or other informal neans is gradually being returned to

| awful owners or their heirs through a | engthy judicial
appeal process.
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Land for investment purposes is obtained by |ease, with
prices set by periodic auctions with established narket
floors. Land | easehold regul ations, however, vary in form
and practice by region. The investnent proclanmation charges
the investnment authority with locating and facilitating the
| easing of property by licensed investors.

There are currently no neans of protecting intellectual
property rights, patents, and/or copyrights in Ethiopia.
Firnms generally place notices in |ocal newspapers to effect
registration of their trademarks with the Mnistry of Trade
and I ndustry. In sonme cases, U S. firns have been rel uctant
to sell products or franchise use of technol ogy because of
the lack of protection for intellectual property rights.
Recogni zing the need to redress this | egal shortcom ng, the
Et hi opian Mnistry of Information and Culture fornulated a
copyright law in June 1999 and called a neeting to discuss
the draft |egislation.

A. 8. TRANSPARENCY OF THE REGULATORY SYSTEM

Et hiopia s regulatory systemis considered fair and honest,
but not necessarily open to outside exam nation. There are
i nstances in which burdensone regulatory or |icensing

requi rements have prevented the local sale of U S exports,
particul arly personal hygi ene and health care products.

A. 9. EFFI C ENT CAPI TAL MARKETS AND PORTFQLI O | NVESTMENT:

Wiile credit is available to investors on market terns, the
100 percent collateral requirenent of the Conmmercial Bank of
Et hiopia (CBE), by far Ethiopia s largest bank, Iimts the
ability of sone investors to capitalize upon business
opportunities. Foreign banking is not permtted in

Et hi opia. Mst of the conmercial banks have correspondent
relations with the Gtibank office in Nairobi

The Et hi opi an governnent allowed |loan interest rates to
float in early 1998 (which previously had a ceiling of
10.5% and established a m ni mum deposit interest rate of
7% The governnent offers a limted nunber of 3-nonth T-
bills but prohibits the interest rate from exceeding the
savings deposit rate. In Septenber 1998, Ethiopia reduced
t he m ni mum denom nati on of treasury bills to 5,000 birr
($700). The National Bank governor prom sed further
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nodi fications in the auction systemto allow the interest
rate on t-bills to be narket determ ned.

There are no laws or regulations authorizing private firns
to adopt articles of incorporation or association which
[imt or prohibit foreign investnent, participation, or
control. There are no private sector or governnent efforts
to restrict foreign participation in industry standards-
setting consortia or organizations. There are no known

i nstances of private firns attenpting to restrict foreign
i nvestment, participation, or control of donestic

enterpri ses.

Et hi opi a does not have a securities nmarket, although a
private sector initiative to establish a nechanismfor
buyi ng and selling conpany shares is expected to begin by
the year 2000. There are no "cross-sharehol ding" or "stable
shar ehol der” arrangenents used by private firns to restrict
foreign investnent through nergers or acqui sitions.

A. 10. POLI TI CAL VI OLENCE:

In recent years there have been no incidents of political

vi ol ence involving investnent projects and/or installations.
The recent eruption of hostilities with Eritrea could I ead

to accidental and/or predeterm ned danmage to investnents,
particularly in northern Ethiopia.

A 11. CORRUPTI ON:

Et hi opi a works hard to conbat corruption through a

conbi nati on of social pressure, cultural nornms, and | egal
restrictions. Al though corruption exists, it is not, in
post’s opinion, a significant barrier or hindrance to
investnment or trade in Ethiopia. A nunber of Ethiopian
government officials have been renoved fromoffice and
prosecuted for corruption over the past two years. G ving
and receiving bribes are considered crimnal acts, and
bri bes are not tax deductible. To our know edge, no

i nvestors have ever been charged with corruption. The
mnistry of justice is the governnent entity with the
primary responsibility to conbat corruption

B. Bl LATERAL | NVESTMENT AGREEMENTS:
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To date, Ethiopia has bilateral investment protection
agreenents and treaties with Italy, Geece, |srael
Switzerland, China, Qatar, Japan, Tunisia, United Ki ngdom
India, and Gernmany. The Investnent Authority recently
expressed an interest in discussing a bilateral investnent
treaty with the United States.

C. CPI C AND OTHER | NVESTMENT | NSURANCE PROGRAMS

The Overseas Private Investnment Corporation (OPIC) is
prepared to offer risk insurance and loans to U S. investors
in Ethiopia. OPIC provided political risk insurance in 1995
for a $48 mllion project by a U S firmto construct a
sugar refinery. OPIC also provided risk insurance to a U S.
firminvolved in a road design project and is participating
in several other U S. investnent projects. The governnent
is considering adoption of a revised COPIC bilateral treaty
for Ethiopia. Ethiopia is a nmenber of the Miltil ateral

I nvest nent Quar ant ee Agency (M &) .

D. LABOR

In Ethiopia, the |abor force is estimated at 35 mllion, of
whi ch 85% are enployed in agriculture, nostly as peasant
farnmers. The governnent and arned forces are the nost

i mportant sources of enploynent outside agriculture,
providing work for almost 3 mllion people. The nunber of
per manent and tenporary workers enployed in public sector
manuf acturing increased from78,000 in 1978 to over 250,000
in 1997. Approximately 40% of the urban workforce is
unenpl oyed. The hi gh urban underenploynment is partially

of fset by the informal econony.

Labor remains readily avail abl e and i nexpensi ve in Ethiopia.
Skill ed manpower, however, is scarce in many fields. Only
about 300, 000 workers are nmenbers of unions. Cvil sector
enpl oyees are not allowed to formunions. Mst ILO core
| abor standards have been enacted into |aw, though Ethiopia
continues to debate whether to sign the ILO s internationa
programto elimnate child labor (IPEC). Child Iabor is not
a pressing issue in the formal econony, but it is conmon in
rural areas and in the informal econony in urban areas.
Enpl oyees are statutorily prohibited fromhiring youngsters
under the age of 14. There are strict |abor |aws defining
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what sectors may hire "young workers," ages 14 to 18, but
t hese are not al ways enforced.

Et hi opi a enj oys | abor peace, despite grow ng union anxiety
over the pace of the governnent’s privatization and
structural adjustnent canpaigns. Al though union |eaders
acknowl edge that privatization is key to Ethiopia s ability
to conpete in the global nmarket, they worry about possible
job losses during the transition. The governnent
recertified the Confederation of Ethiopian Trade Unions
(CETU) in April 1997. Since its recertification, CETU has
focused on fundanental workers’ concerns such as job
security, pay increases, and health and retirenment benefits.
The right to form |l abor associations and to engage in
collective bargaining is granted in the constitution.
Wr kers who performessential services are not permtted to
strike.

Tripartitismenerged in May 1998 when the gover nnent

i censed the Ethiopian Enpl oyers’ Association (EEA). The
EEA i s dedi cated to mai ntaining | abor peace and works in
harnmony with the 1LO CETU and the Mnistry of Labor and
Social Affairs. |Its |eadership supports the adoption of al

I LO core | abor standards. |n general, entrepreneurs believe
that cooperating with labor is in their self-interest.

E. FOREI GN TRADE ZONES/ FREE PORTS:

There are no areas designated as foreign trade zones and/ or
free ports in Ethiopia. The Ethiopian governnent used to
benefit fromaccess to the Eritrean free port of Assab. As
a result of the Ethio-Eritrean border dispute, Ethiopian
exports and inports through Assab are now prohibited.

Et hiopia is diverting alnost all of its trade through the
port of Djibouti. Despite Ethiopia's efforts to clanp down
on smal | -scal e trade of contraband, unregul ated exports of
coffee, live animals, chat (a mldly narcotic leaf), fruit,
and vegetabl es, and inports of cigarettes, alcohol,
textiles, electronics, and other consunmer goods conti nues.

F. FORElI GN DI RECT | NVESTMENT STATI STI CS
Fromits inception in July 1992 through August 1998, the

Et hi opi an I nvestnment Aut hority has approved 163 foreign
i nvestment projects with total projected capital investnent
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of 9.0 billion birr ($1.2 billion). O these projects, 90
are wholly foreign-owned and 73 are joint ventures with

| ocal partners. U S. investors are responsible for 11 of
these new projects, with a total future expected investnent
of 244 mllion birr ($30 mllion). Current U S. direct
investment in Ethiopia is estinmated at about $9 mllion.

Et hiopia's major foreign investors include Saudi Arabia,
South Korea, Kuwait, and Italy.

U S. conpanies with the nost significant presence and
participation in Ethiopia s econony include Mbil G,
Cargil, Sheraton Hotel, Lucent Technol ogies, CGrown Cork &
Seal , Coca-Col a, Pepsi-Cola, F.C. Schaffer, Pioneer H -Bred
Seeds, DHL International, Federal Express, United Parcel
Service, Caterpillar, Mack Truck, Ceneral Mbdtors, Xerox,
John Deere, and Navistar.

A. BANKING SYSTEM:

In line with its new economic policies, the Government of Ethiopia allowed the
establishment of private banks and insurance companiesin 1994, but prohibited foreign
ownership of such companies. The first private bank -- Awash
International -- started operations in |ate 1994 and now has
si x branches in Addis Ababa and two in the O om ya Regional
State. Five additional private banks have started
operations since then. Dashen Bank now has five branches in
Addi s Ababa and seven in regional capitals. The Bank of
Abyssi ni a opened a second branch in Addis Ababa in early
1997. Wegagen Bank started operating five branches in Addis
Ababa in June 1997. The two newest private banks to being
operating are NIB International and United Bank. Ethiopia
now has seven private insurance conpanies -- United, Africa,
Nile, Nyala, Awash, National, and d obal -- which opened for
busi ness from 1994-1997.

The Commerci al Bank of Ethiopia (CBE) operates 167 branches,
with total assets of over $3 billion as of July 1996. It

al so holds over $1.5 billion on deposit. Ethiopia s banking
systemis conservative, and generally regarded to be sound.
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The Nationa Bank of Ethiopia (NBE) will continue to foster monetary stability and a
sound financial system, maintaining credit and exchange conditions conducive to the
balanced growth of the economy. The NBE may engage with banks and other financial
institutions in the discount, rediscount, purchase, or sale, as the case may be, of duly
signed and endorsed bills of exchange, promissory notes, acceptances, and other credit
instruments with maturities of not more than 180 days from the date of their discount,
rediscount, or acquisition by the bank. The bank may buy, sell, and hold foreign currency
notes and coins and such documents and instruments, including telegraphic transfers, as
are customarily employed in international payments or transfers of funds.

B. FOREIGN EXCHANGE CONTROLS:

All transactions in foreign exchange must be carried out through authorized dealers under
the control of the National Bank. All payments abroad require licenses issued by the
Controller of Exchange. All exports are licensed by the Controller to ensure the surrender
of foreign exchange proceeds, and shipments require permits issued by that office.

C. GENERAL AVAILABILITY OF FINANCING:

The Ethiopian government relies on grants and external borrowing on highly
concessionary terms to finance the

external current account deficit; thiswill necessitate efforts to strengthen the government's
capacity to meet donors documentation and other requirementsin order to ensure timely
and expeditious disbursements. An effort will aso be made to improve debt management
by strengthening debt monitoring and analytic capability.

D. HOW TO FINANCE EXPORTS/METHODS OF PAYMENT:

Despiteitsthrust to attract foreign investment, Ethiopiawill continue to depend on the
international donor community for concessional financing.

E. TYPESOF AVAILABLE EXPORT FINANCING:

Ethiopiais currently "off cover" for the services of the Export-Import (ExIm) Bank of the
United States. Further macroeconomic progress may eventually result in higher credit risk
ratings, leading to access to ExIm Bank financing.

F. AVAILABILITY OF PROJECT FINANCING

Although the local private banks have additional capital to lend, they often require alarge
percentage of any loan in collateral, which must usually consist of cash or durable capital.
The National Bank must approve loans from overseas ingtitutions that require hard
currency debt repayments. Project capital is available for many projectsin roads, energy,
health and education from the International Devel opment Association of the World Bank
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or the African Development Bank. The International Finance Corporation provides some
equity financing for private sector projects.

G. TYPES OF PROJECTS:

A list of the new and existing projects funded by mgjor financial institutions like the
International Development Association (IDA) and the World Bank includes:

1. Project: Livestock Resource Development
Project Size: 3 million USD
Implementing Agency: Ministry of Agriculture

2. Project: Crop Development
Project Size: 10 million USD
Implementing Agency: Ministry of Agriculture

3. Project: Road Sector 111

Project Size: 300 million USD

Implementing Agency: Ethiopian Roads Authority

Projective Objectives. The project will support the government's road sector
development program components which includes (a) rehabilitation, upgrading,
strengthening and maintenance of trunk and major link roads and rural roads and (b)
institutional strengthening and capacity building for the Ethiopian Roads Authority.

4. Project: Geological Surveys
Project Size: 2.4 million USD
Implementing Agency: Ministry of Mines and Energy

5. Project: Energy Sector
Project Size: 200.0 million USD
Implementing Agency: Ethiopian Electric Power Corporation (EEPCO)
Projective Objectives. To meet the growing domestic demand for electricity and export
of energy by expanding transmission and generation capacity.

6. Project: Power Generation

Project Size: 150.0 million USD

Implementing Agency: Ministry of MinesEnergy (MME)

Projective Objectives. Project will facilitate the installation of gas turbines (about
80MW) and rehabilitate electricity distribution in Addis Ababa.

G BANKS WTH CORRESPONDENT U. S. BANKI NG ARRANGEMENTS:

Currently, the follow ng are Ethiopian banks with
correspondent relationships with U S. banks:
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Conmrer ci al Bank of Et hi opi a
P. O Box 255

Addi s Ababa, Ethiopia

Tel : 251-1-515-004

Fax: 251-1-514-522

Awash | nternational Bank
P.O Box 12638

Addi s Ababa, Ethiopia
Tel : 251-1-612-919

Fax: 251-1-653-685

Bank of Abyssinia

P. O Box 12947

Addi s Ababa, Ethiopia
Tel : 251-1-514-752
Fax: 251-1-514-754

Dashen National Bank

P.O Box 12752

Addi s Ababa, Ethiopia

Tel : 251-1-654-073, 251-1-650-286
Fax: 251-1-653-037

Wgagen Bank

P. O Box 1018

Addi s Ababa, Ethiopia
Tel : 251-1-655015
Fax: 251-1-654870

A, BUSI NESS CUSTOMVS:

Ethiopians are formal during the first meeting and become less so once friendship is
developed. Personsare universally addressed by first name rather than by last name (no
family name). For aman, the common title (comparableto "Mister") is"Ato" and for a
woman is"Weizero" (Mrs.) if married and "Weizerit" (Miss) if single. Businessis often
conducted at the office, over lunch or dinner. Business entertainment may be conducted at
relaxed events such as the Azmari Bet (traditional music place), restaurants, or evenin
personal residences. Business hours are usually from 8:30 am or 9 am. to 5 p.m. (17:00)
or 6 p.m. (18:00). Most businesses close during the lunch hour. Visitors must declare
hard currency upon arrival and may be required to present the declaration upon departure.
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There are strict penalties for exchanging money on the black market. Credit cards are not
widely accepted.

Ethiopia's main dish is called "wot,” which is neat or
veget abl es cooked in a hot, spicy sauce. This is
traditionally eaten with a flat, spongy bread called

"injera.” In larger hotels and restaurants nmenus are to
international standards. |In Addis Ababa there are a nunber
of restaurants serving Continental, Italian, French, G eek,

Arnmeni an, Mddle Eastern, |ndian, and Chi nese food.

There are nore than 80 maj or | anguage groups in Ethiopia,

al t hough the national |anguage, Amharic, is spoken

t hroughout the country. Oomffa and Tigrinya are other

wi del y-used Et hi opi an | anguages. English is the second
of ficial |language and i s understood in nost towns and anong
t he educat ed sector of the popul ation.

B. TRAVEL ADVISORY AND VISAS:

A passport and visaare required of al travelers. Airport visas are not available to travelers
departing from or traveling through countries where an Ethiopian diplomatic mission is
located. Evidence of immunization against yellow fever isaso required upon entry. Visa
applications and instructions are available at the Ethiopian Embassy in Washington, D.C.
A departure tax of $20.00, payablein U.S. dollars, islevied on all foreign travelers.

C. HOLI DAYS (FI SCAL YEAR 2000)
Septenber 12  Tinket - Ethiopian New Year

Sept enber 28 Meskel - the Finding of the True O oss
January 7 Ethiopian Christmas

January 8 Id al -Fetir (subject to change)
January 19 Et hi opi an Epi phany

March 2 Victory at Adwa

March 16 Id al - Adha (subject to change)

April 28 Cood Fri day

April 30 Othodox Easter Sunday

May 1 I nternational Labor Day

May 5 Et hi opi an Patriots’ Victory Day

May 28 Downfall of the Derg

June 14 Mowl i d/ Prophet's Birthday (rmay change)

D.  BUSI NESS | NFRASTRUCTURE:
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There is a shortage of housing in Ethiopia. Business
travel ers generally seek lodging in hotels in larger cities.

Prophyl axi s agai nst mal aria (not necessary in Addis Ababa
due to its elevation) is advisable if trips are planned to

| ower elevations, including Dire Dawa. Throughout Ethi opi a,
it is essential to drink only boiled, filtered water or
bottled mneral water, which is widely avail abl e.

U S. business travelers are encouraged to obtain a copy of
the "Key O ficers of Foreign Service Posts: Quide for

Busi ness Representatives" available for sale by the
Superi nt endent of Documents, U.S. Governnent Printing
Ofice, Washington, D.C. 20402; tel: (202) 512-1800; fax:
(202) 512-2250. Business travelers to Ethiopia seeking
appoi ntnents with U S. Enbassy Addis Ababa officials should
contact the Commercial Section in advance. The Commerci al
Section can be reached at 011-251-1-551540 or 550666, ext.
331. Fax: 011-251-1-550174 or 551944. E-nail:

US. com i b@el ecom net . et .

A.  Country Data:
Population - 60 million (mid-1998, approx.)

Population Growth Rate - approx. 3.0 percent per year

Religions - Orthodox (Coptic) Christian and Islam

Government System - in September 1995, the Transitional Government of Ethiopia
turned over power to the Federal Democratic Republic of Ethiopia, ademocratically-
elected parliamentary government with regional governments based upon ethnicity.

Languages - Amharic, English, Oromiffa, and Tigrinya

Workweek - Monday through Friday (roughly 9 - 5)
B. Domestic economy (USD millions unless noted):

1996 1997 1998

GDP at market price 6100 6450 6400

GDP Growth Rate 10.9 5.9 -1.0
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GDP Per Capita(USD) 115 120 120

Gov't Spending
as Percent of GDP 39 23.7 27.0

Inflation (percent) 10.0 -1.0 1.0
Unemployment (percent) 35 33 33

Foreign Exchange
Reserves 905 584 412

Average Exchange
Rate for USD 1.00 6.3 6.9 7.1

Foreign debt 10,150 9,529 9,812

Debt Service/
Exports Ratio 35 42 29

Price Index
(1996 = 100) 100.0 99.9 101.3

U.S. Economic
Assistance 87 77.3 98.2

U.S. Military
Assistance n/a n/a n/a

C. Trade:
Total Exports 410 604 610
Total Imports 1,413 1403 1,430

Balance of Trade -997 -799 -820
U.S. Exports

to Ethiopia 148 121 88
U.S. Imports

from Ethiopia 35 70 52
U.S. Share of

Exports (percent) 8.5 115 8.5
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U.S. Share of
Imports (percent) 105 8.6 6.2

1997 - Preliminary
1998 - Estimates

Calculations are based on the current exchange rate (one U.S. dollar equals 8.12 Ethiopian
birr)

Sources. Ethiopian government, IMF, World Bank, U.S. Embassy, and USAID
publications

D. Investment Statistics:

The Investment Office of Ethiopia had licensed 3,531 investors (both domestic and
foreign) with atotal value of about $3.9 billion. Foreign investors have introduced capital
estimated at $577 million. Although an accurate breakdown is not available, currently
American direct investment in Ethiopiais estimated at about $9 million.

E. U.S. and Country Contacts:
1. Country government agencies:

Ministry of Finance
P.O. Box 1905

Addis Ababa, Ethiopia
Tel: 251-1-552-400
Fax: 251-1-551-355

Ministry of Agriculture
P.O. Box 63247

Addis Ababa, Ethiopia
Tel: 251-1-518-507
Fax: 251-1-513-042

Ministry of Mines and Energy
P.O. Box 486

Addis Ababa, Ethiopia

Tel: 251-1-518-250

Fax: 251-1-515-788

Ministry of Economic Development and Cooperation
P.O. Box 1037

Addis Ababa, Ethiopia

Tel: 251-1-552-800
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Fax: 251-1-553-844

Ministry of Trade and Industry
P.O. Box 2559

Addis Ababa, Ethiopia

Tel: 251-1-511-066

Fax: 251-1-514-288

Ministry of Transport and Communications
P.O. Box 1238

Addis Ababa, Ethiopia

Tel: 251-1-516-166

Fax: 251-1-515-665

Coffee and Tea Authority
P.O. Box 3222

Addis Ababa, Ethiopia
Tel: 251-1-518-088

Fax: 251-1-517-933

Ethiopian Privatization Agency
P.O. Box 11835

Addis Ababa, Ethiopia

Tel: 251-1-151270/150370
Fax: 251-1-513955

Ethiopian Investment Authority
P.O. Box 2428

Addis Ababa, Ethiopia

Tel: 251-1-510033/153432
Fax: 251-1-514396

Ethiopian Electric Power Corporation
P.O. Box 1233

Addis Ababa, Ethiopia

Tel: 251-1-550811

Fax: 251-1-551324

2. Country Trade Associations:

Ethiopian Chamber of Commerce
P.O. Box 517

Tel: 251-1-518-240

Fax: 251-1-517-699

Addis Ababa, Ethiopia
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Addis Ababa Chamber of Commerce
P.O. Box 2458

Td: 251-1-518-055

Fax: 251-1-511-479

Addis Ababa, Ethiopia

U.S. Ethiopia Trade & Economic Council
P.O. Box 9438

Addis Ababa, Ethiopia

Tel: 251-1-510-168, 150-040

Fax: 251-1-510-200

222 W. Ontario Street, #502
Chicago, IL 60610-3695
Tel: (312)-787-2716

Fax: (312)-787-2680

3. Country Market Research Firms:

Trade & Development Services International (TDSI)
P.O. Box 22508

Addis Ababa, Ethiopia

Tel: 251-1-510-100

Fax: 251-1-514-800

Nile Investment Pvt. Ltd.
P.O. Box 13487

Addis Ababa, Ethiopia
Tel: 251-1-611-997

Fax: 251-1-611-997

Limat Consultancy
P.O. Box 5360

Addis Ababa, Ethiopia
Tel: 251-1-513638
Fax: 251-1-512224

F. U.S. Embassy Trade-Related Contacts:

Louis Mazel

Political/Economic Section Chief
Cleveland L. Charles

Sr. Economic/Commercial Officer
P.O. Box 1014
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Addis Ababa, Ethiopia

Tel: 251-1-550-666 and 251-1-550-399

Fax: 251-1-550-174 and 251-1-552-191

E-Mail: charl escl @ddi sababa. us- st ate. com

Beyene Moges
Commercia/Economic Specialist
Tilahun Habte
Commercia Assistant
Te: 251-1-128-439
Fax: 251-1-551-944
E-Mail: us.com i b@el ecom net. et

G. Washington-based U.S. Government Contacts:

Douglas Wallace

Ethiopian Desk Officer
Internationa Trade Administration
U.S. Department of Commerce
Washington, DC 20230

Tel: (202) 482-5149

Fax: (202) 482-5198

E-Mail: dwallace@ita.doc.gov

James Knight

Country Officer for Ethiopia
Office of East African Affairs
Bureau of African Affairs
U.S. Department of State
Washington, DC 20520

Tel: (202) 647-6485

Fax: (202) 647-0810

Dr. AdaAdler
Commercial Coordinator
Economic Policy Staff
Bureau of African Affairs
Department of State
Washington, DC 20520
Tel: (202) 647-6485

Fax: (202) 647-0810

H. Market Research:
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The U.S. Embassy has recently conducted market research on the following major
agricultural products and industries of Ethiopia: coffee, tea, hides/skins and leather,
oilseeds and pulses, honey and beeswax, cotton, chat, cut flowers, and natural gum. In
addition, the Embassy has prepared reports on the beer brewing industry, construction,
telecommunications, soft drink and minera water bottling, textiles, and minerals (gold,
tantalum, gas).

|. Trade Event Schedule 1999-2000:

4th Addis Ababa Chamber
International Trade Fair
Exhibition Center, Meskel Square
Addis Ababa, Ethiopia

February, 2000
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