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In this framework paper, I make a case for an Ethiopian development strategy whose institutional 

architecture is neither neoliberal nor etatist.  The preferred Partnership Model is forged between a 

capable, nationalist and market-friendly State and an entrepreneurial business class. The division of labor 

between the state and national capitalists, economic theory tells us, should be dictated by the dynamic 

comparative advantage of each.  In some activities and the early stage of allocation-driven growth, the 

government leads; in most others, it follows. Synchronizing built-up capability with domestic and global 

opportunities, the key link for a productivity-driven growth, is what smart economic policy is all about.   

 

I. Key Stylized Facts of the Non-Industrial Ethiopian Economy 

There is no better time than now to debate the competing models of economic transformation for Ethiopia.  Any 

sensible development strategy must recognize at the outset that Ethiopia remains an unbelievably poor country. The 

country’s political elites have been engaged for a millennium in zero-sum extractive contests over the existing 

economic (mainly agricultural) surplus rather than in a positive-sum competition to create new wealth (Abegaz, 

2018a).  Let us begin with the stylized facts and then proceed with the explanations. 

Ethiopia’s multidimensional headcount poverty today stands at 82%, among the highest in the world, and 

compared to 4% for Egypt (World Bank, 2018).  Some 26 million out of 110 million currently wallow in ‘extreme 

poverty’ defined as less than US$1.90 in 2011 prices.  One in ten citizens subsists on food aid, and the ever-

diminishing farm plots evoke the specter of livelihoods “collapse” since they no longer provide an adequate livelihood 

for a fast-growing population.   

Table 1 provides starkly telling measures of vulnerability for five agro-ecological zones and urban centers.  

The geographic distribution of poverty varies between urban (marginally lower) and rural, and across sub-national 

units.  The highest levels recorded for Afar, Amhara, Southern, and Somali regional states.  Per capita income in PPP 

terms stands at $2,5001. Economic inequality remains rather low (Gini = 0.33), thanks to the radical land reform of 

1975-77 and the suppression of the formal private sector. 

 According to ILOSTAT, two-thirds of the 49 million-strong Ethiopian labor force in 2017 were self-

employed, mostly in Agriculture compared to just 9.4% in Industry.  Of these, 4% (or 2 million of whom 0.4 million 

have advanced education) is high-skilled, 62% middle-skilled, and 32% low-skilled.  This rather dismal level of 

human capital would explain why Ethiopia’s labor productivity is about one-ninth that of China.  Furthermore, based 

                                                 
1 A reasonable benchmark for lower-middle-income status is $5.000-$10,000 in PPP terms rather than the ridiculously 
low and wide $1,000-12,000 recommended by the World Bank.  For a recent survey of the literature on various facets of 
the contemporary Ethiopian economy, see Fantu Cheru, et al., eds. (2019). 
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on the national labor-force survey of 2013, one in ten members of the workforce had the status of employees (2 

million in the public sector, 1.5 million of whom in the civil service, and one-third women).  Half of the Ethiopian 

labor force (age 15+) is illiterate; 40% had basic skills; and 6% had intermediate skills—all well below the 

corresponding averages for Africa. 

   

TABLE 1:  POVERTY AND VULNERABILITY ACROSS THE “FIVE ETHIOPIAS”  

AND TWO URBAN CENTERS, 2011 

 

 

Economic Region 

 

Poor 

Vulnerable 

to poverty 

 

Household 

has a food 

gap 

Household 

experienced 

a shock 

Asset 

vulnerable 

 

Overall 

rank 

% 

national 

population 

Moisture reliable 

lowlands 

45%  75% 31% 87% 26% 1 2% 

Enset lowlands 29 47 36 75 57 2 18 

Drought-prone 

highlands 

28 43 25 46 50 3 33 

Moisture reliable 

highlands 

32 42 13 63 13 5 42 

Pastoral areas 31 52 21 31 16 4 2 

Town/small city 26 27 9 52 41 6 7 

Large city 22 23 4 28 0 7 12 

 

Source:  World Bank (2015a), Table 4.5.  Ethiopia’s 12 million farm households rely on rainfed agricultural 

activities and, with rapidly declining land/man ratio, one out ten are permanently dependent on food aid. 

The informal rural economy of subsistence agriculture and petty trade provides livelihoods for eighty percent 

of the 110 million Ethiopians.  Self-employment in non-farm enterprises provides supplementary income for only 

14% the rural population.  Proto-industrialization accounts for less than a quarter of total income—well below the 

40% for Ghana and 50% for Bangladesh (World Bank 2015b; EDRI and GGGI 2015).   

 

II. Instructive Lessons from Successful Growers  

The persistence of the twin evils of structural poverty and endemic political mal-governance suggests that a robust 

growth engine remains elusive for Ethiopia. In this regard, the highly respected Spence Commission on Growth 

(Spence, 2012) identified the most notable attributes of those developing countries which managed to achieve 

sustainably high and inclusive growth. These countries exhaust reallocation-driven growth  before they shift to 

technology-driven growth by escaping the middle-income trap. 

 The first attribute of successful growers is good leadership (or accountable governance) which embraces 

enduring peace, adequate state capability, and inclusiveness. The second is respect for market-led resource allocation 

with government-followership playing a complementary role by correcting market failures, maintaining the social 

contract, and making up for missing markets.  

The third quality is future orientation as evidenced by a high rate and quality of long-term investment in 

human capital and critical public infrastructure to underwrite an industrial drive. To ensure a healthy 7% annual GDP 

growth rate for two decades or more, successful growers invest the equivalent of 25% of GDP—a level achieved by 
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Ethiopia only after 2002 with massive foreign financing. The fourth attribute is openness to the global economy to 

judiciously access a bigger market for exportables and to benefit from a rapid diffusion of productivity-enhancing 

knowledge. The fifth and last quality is macroeconomic stability that is undergirded by sustainable fiscal and trade 

deficits. Ethiopia has until very recently had a respectable record of macroeconomic management, but adequate 

revenue mobilization (currently at 11% of GDP) and NBE autonomy have eluded it. They should do so as soon as 

possible. 

 

III. The Rent-seeking Party-State Model of Development 

State elites have conducted a grand politico-economic experiment that was disastrous in many respects.  The ruling 

Front has peddled the mutual embeddedness of Party and State as a Chinese-type grand bargain whereby the 

realization of democratic aspirations is to be deferred for the bread-for-all promise by the self-styled "revolutionary-

democratic" developmental regime (Zenawi, 2012; Vaughan, 2011). This futile search for political legitimacy, 

relaunched with vigor after 2001, has brought rapid growth in the past fifteen years; an unprecedented level of 

institutionalized venality; investment in an extensive network of roads and energy projects; high value cash crops 

such as coffee, oilseeds, and sugar, expropriation of the land rights of especially urban and selected rural communities 

in the borderlands; and the continued marginalization of the politically unconnected segment of the formal private 

sector.  

A good chunk of the state-enterprise sector inherited from the Derg has been privatized at a steep discount to 

the likes of Midroc-Ethiopia, EPRDF companies, military companies, and politically-connected families.  State 

enterprises still dominate the following sectors in terms of both output and employment: domestic and international 

cargo and passenger air service (EAL), power (EEPC), telecommunications (Ethio-Telecom), banking (CBE and 

DBE), insurance, transportation (sea, roads, and rails), engineering by military-owned companies, and critical 

subsectors of manufacturing.  These for-profit state corporations, many with a higher level of productivity than private 

ones (World Bank, 2015c), have been retained as cash cows or as instruments for the state-led development drive. 

Parallel to the state-owned sector thrives a vast Midroc-Ethiopia business empire and a sizeable set of 

fictitious "private endowment" companies which are in fact owned or controlled by the grabbing hands of the four 

coalition members of the ruling party (Abegaz, 2013; Vaughan and Gebremichael, 2011).  Prominent among the 

EPRDF conglomerates is the Endowment Fund for the Rehabilitation of Tigray (EFFORT or Tirit) which is owned 

by the TPLF and formally established in 1995.  EFFORT is by far the biggest conglomerate in terms of assets, number 

of subsidiaries, sectoral coverage and supra-regional orientation.  The junior partners of the EPRDF also own 

diversified for-profit companies (including banks) of lesser importance, again overseen by holding companies 

registered as endowments to contravene the prohibition of such faux charities by the 1960 Commercial Code.  They 

are: Endeavour (Tiret) of ADP, and Tumsa Endowment controlled by ODP, and Wondo Group controlled by SEPDM.  

Although market entry by de jure private competitors has eased in the last ten years, state and party enterprises 

jointly dominate key sectors (sugar, fertilizer, cement, and financial services, telecom, and utilities) while other 
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holdings by the cadres and princelings as well as by the Midroc group have a substantial presence in many other 

sectors. The profoundly corrupt and incompetent Metals and Engineering Corporation (METEC), for example, owns 

some 75 factories.  METEC is a significant producer of military goods, a supplier of electro-mechanical works for 

GERD, a contractor of the Coal Phosphate Complex in Illubabor, and a major contractor for the Sugar Corporation.  

Its egregious corrupt practices, especially in the diversion or embezzlement of big loans from the state banks, are 

presently under legal scrutiny. 

The primary growth driver in this hyper-politicized economy is none other than mainly debt-financed 

(currently 60% of GDP) public-sector spending on exportables and physical infrastructure.  Given the low level of 

national savings, some two-thirds of public spending (on roads, rails, hydroelectricity, sugar estates, education, and 

health) have been financed by large grants and soft loans (about $30 billion since 2002 alone), large net private 

transfers (remittances projected to average $4-5 billion annually for 2011-2018), a small stock of FDI ($6 billion), 

favorable commodity export prices which are moderating, favorable weather which cannot be relied upon, rising 

volumes of cash-crop and service exports (Ethiopian Airlines, resident international organizations, and under-

exploited tourism), and directed bank credit to politically-favored borrowers which has crowded out the independent 

(or non-comprador) private sector.   

 

IV. A State-Private Partnership Model of Development 

A canonical capitalist economy is one that is private-led, profit-seeking, competitively-disciplined, and innovation-

oriented (see Figure 1).  A direct trajectory of transition from a state-stifled  

subsistence and autarkic economy (Ethiopia today) to a well-functioning and open market economy is unlikely to 

materialize in the absence of a market-friendly state and a predominantly wealth-creating private sector. 

The vulnerability of the Ethiopian economy to political shocks and climate shocks is such that it took almost 

two generations (1970-2015) to recapture the real per capita income attained in 1970.  The most recent Country 

Assistance Strategy of the World Bank (2017), which is aligned with Ethiopia’s Growth and Transformation Plan II 

(FDRE, 2016), talks of Ethiopia as a country in the throes of a "dual take-off" involving rapid growth and high public-

service delivery. The Bank notes further bolstering this fragile growth engine, boosting structural change, and making 

growth more equitable require two classes of deep reforms.  They are: (1) good macroeconomic management, a better 

supply response by stimulating investment, and a focus on quality while extending basic public service to everyone; 

and (2) a shift from top-down, public-spending-driven growth to a sustainable financial model and a decentralized 

system of resource allocation. 

There are three major areas of reform which require a serious recalibration of the development strategy for 

the incipient post-EPRDF economic order.  They pertain to private-sector development, industrialization strategy, 

and regional growth engines (see Table 2)2. 

                                                 
2 The oft-mischaracterized East Asian developmental-state boasts, as a hallmark of development, internally secure but 
externally threatened nationalist regimes which were selectively protectionist and interventionist but quintessentially 
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Given these inescapable realities, an Ethiopian partnership model for development will have to be based on 

sturdy pillars of structural reform. The model self-reflectively embraces the few sites of efficiency and innovation 

within the state sector; replaces the mindset of capture and hostility toward the private sector by a market-friendly 

mindset; privatizes land and most state-party enterprises; and incubates dynamic small-scale and medium-scale 

industrial firms. Let’s take up each briefly and prescriptively. 

 

1. Nurture the Domestic Private Sector to Leadership: That statist misadventures of economic modernization have 

enfeebled the domestic private sector is evident in the fact that there are only 250,000 registered small and medium-

sized enterprises in the urban areas, and the formal private sector accounts for just 4% of GDP and employs only 6% 

of the workforce (World Bank, 2012). This is partly inherent in mass poverty itself.  Risk-averse businesses are by 

necessity oriented toward small-scale commercial and non-tradable activities where technologies are simple, fixed-

capital requirements are low, market demand is readily available, and risks can be minimized through short-term 

profit margins.   

 The urban-based private sector has haltingly discovered remarkable opportunities in specialty coffee, sugar, 

processed meats, cut flowers, leather goods, winter vegetables, cultural goods for the Diaspora, and textiles and 

garments. To accelerate this trajectory, the state must provide demand-led public infrastructure, development banking 

services, and human capital formation.  These actions are critical for revitalizing the private sector by nudging the 

merchant class to engage in factory production which is the hallmark of an emerging class of industrialists, small 

exporters to grow into medium-sized ones with rich supply chains, and small farmers to specialize for the long-

distance market.  Appropriate price stabilization or insurance schemes are paying-off handsomely in many countries.     

 

2. Land to the Tiller and the Homeowner:  The land reform of 1975 nationalized all land and rendered all 

Ethiopians the de facto tenants of an avaricious state. The land reform proclamation, resorting to the ambiguous 

language of ‘public ownership’, facilitated the conversion of rist-holders (about two-thirds of the farm population) 

into supplicant use-right holders. Nor did it provide ownership rights to the sharecropping and renting chisegna 

(roughly half of the farmers in the south and a third in Wollo and Shewa).  Concerning urban land and extra houses, 

a great deal of the nationalized real estate, it turned out, belonged to ordinary Ethiopians. 

In the interest of optimal land use and high inter-sectoral labor mobility from least productive uses (subsistence 

activities) to more productive uses (industrial, off-farm, and modern commercial), households (with equal claims for 

women) should be given full ownership titles to the “farmland” they currently cultivate.  Appropriate provisions for 

communal lands should be crafted in the semi-nomadic regions.  Owners can then lease, mortgage, or sell their plots 

                                                 
pro-market. The African version of neopatrimonial developmentalism (practiced in Ethiopia, Uganda, and Rwanda) is 
built instead around face-to-face patronage, seeks to supplant autonomous indigenous capital, and prefers to defy 
market fundamentals to compensate for the shallowness of the regimes’ political base. The resort to primordial loyalties 
for political mobilization and the deployment of state assets to cement patronage are inherent features of non-industrial 
societies where class cleavage is in its infancy (Fukuyama, 2014).  
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as they see fit.  The subsequent gains in allocational efficiency will turn into productivity gains by allowing optimal 

farm sizes to emerge under the control of the most enterprising young farmers along with off-farm activities and 

cheaper food for those exiting direct farming (Abegaz, 2004; 2015)3. 

 

 

 Source:  Author. 

 

 

TABLE 2:  RECONCILING OWNERSHIP AND CONTROL FOR THE ETHIOPIAN ECONOMIC REFORM 

 

Ownership: 

 

Control: 

 

State-owned Enterprises 

 

Party-owned 

Enterprises 

 

Privately-owned Enterprises 

                                                 
3 All three postwar Ethiopian governments tried, with limited success, the short-cut strategy of sidelining the 
subsistence sector by establishing mega state and private plantations to boost foreign-exchange earnings.  While this 
shortcut makes sense in highly selective cases (most Ethiopian river valleys being non-navigable and require enormous 
investment to irrigate), a broad-based strategy of boosting agricultural productivity is what the country needs.  
Privatization of most urban land and rural land, under a competition-promoting regulatory environment, not only 
encourages investment in demand-driven real estate and the formation of a diversified investment portfolio but it is 
also one of the few lines of defense for citizens against political and economic predation.  Change in land ownership, 
among many others, is predicated on a new democratic constitution to decouple identity politics from land rights as 
the pivotal plan of a certain post-EPRDF dispensation (CCG, 2019). 
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Government-

Driven 

Allocation 

 

Retain the most strategic 

enterprises; give them 

autonomy and force them to 

compete; privatize the rest. 

 

Nationalize or 

liquidate Party 

assets as 

appropriate. 

 

Sever the oligarchic and crony 

relations with bureaucracy or the 

ruling party*. 

 

Market-Driven 

Allocation 

 

 

Organize market-based 

competition and state-led 

contests for subsidies and 

government contracts. 

 

 

Reregister as 

for-profit 

companies. 

 

Foster a supportive, but 

disciplining business climate to 

tame rent-seeking and foster 

competition with emulation.  

 

Source:  Author. 

 

(*):  End state capture by the ruling Party to prevent the entrenched political entrepreneurs from frustrating 

the structural reform process to retain economic rent, most of which is diverted from remittances, aid, and 

even loans. 
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3. Pursue a Balanced Industrialization Strategy: The EPRDF government has since 2002 become 

unusually ambitious and modernist by retreating from the core tenets of the so-called agricultural development-led 

industrialization (ADLI) (FDRE, 2016; Oqubay, 2015). One plan, well underway, is to invest $12 billion in irrigation 

and hydroelectric projects for both domestic agro-industrial use and regional exports.  As an integral part of the 

politically sensitive multi-riparian Nile Basin Initiative, Ethiopia is also building Africa's largest but fraught Grand 

Renaissance Dam whose total cost of US$4.5 billion.  China has recently granted a loan of US$1 billion for electricity 

transmission lines to neighboring countries when it is completed.  The extensive road construction program underway 

is to be supplemented by an electrified national rail network of nearly 3000 miles in length.  The estimated $6 billion 

cost will be financed mostly by the respective Export-Import and development banks of China, India, Brazil, Russia, 

and Turkey.  Companies from each country carved out the construction contracts for one or more of the eight 

corridors.   

One consequence of these initiatives is that, even in the face of such an ambitious development plan, 

dependency on Western aid ($40 billion in the past 25 years) is likely to diminish to less than one-third of total forex 

inflows. Currently, the BRICS have provided soft loans and grants which together amount to half of the average 

annual inflows of net official development assistance (ODA). As of 2017, diversified exports are beginning to net 

US$3 billion annually, development aid of some $4 billion, FDI stock of $5 billion (out the global stock of $2 trillion), 

and remittances in the $3-4 billion range.  As we are discovering now, the combination of incompetence and egregious 

private diversion of state assets have frustrated timely project completion to generate the requisite foreign exchange 

earnings to timely service the large foreign loans.    

An urban-regional industrialization strategy is more appropriate for Ethiopia than ADLI which is fatally 

based to subsistence agriculture or selected cash crops for export.  The former melds selected regional growth engines 

and complementary industry-oriented peri-urban clusters such as special economic zones, specialized export 

processing zones, industrial zones and districts, and perhaps scientific parks. Manufacturing-based industrial takeoffs, 

with the capacity to create high-paying jobs far beyond the current level of 0.2 million, need to run on two legs--rural 

productivity growth and rapid urbanization (World Bank, 2015c; Abegaz, 2018b).  

An illustrative Ethiopian urban-based commercial-agriculture-linked industrialization is depicted in Figure 

2. When we overlay the two-pronged industrial nodes over the three most  

 

 

FIGURE 2: ETHIOPIA’S URBAN AND REGIONAL ECONOMIC GROWTH ENGINES 
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Source: EDRI and GGGI (2015), Figure D.  Urbanization rate will double to 33% of the population by 

2030. 
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productive agro-ecological zones (Qolla, Dega, and Woyna-Dega), we lay bare myriad complementarities in farm 

and non-farm activities within each region and access to a broader array of ports in the Horn of Africa (EDRI and 

GGGI, 2015).   

Eight integrated agro-industrial regions stand out.  Three of them are well-established: (1) the Menagesha 

metro industrial-service hub is basically an enlarged capital region for an integrated special economic zone 

comprising industrial districts for SMEs, industrial processing zones for large-scale FDI, and a national distribution 

hub.  A self-governing Addis Ababa region, which currently subsidizes other regional states, may very well need to 

have a 50-mile radius to encompass much of southern Shewa (especially Nazret/Adama) and possibly the Awash dry 

port; (2) the Mekele-Kombolcha-Dessie industrial corridor can integrate rather expansively the Mekele- Adwa 

industrial complex, the emerging Dessie-Kombolcha industrial complex with a good agricultural hinterland, and also 

Woldya  which will be well-connected by road and rail east-west (Assab-Djibouti-Metema) as well as north-south; 

and  (3) the Dire-Dawa-Jigiga industrial and international trading cluster can link the first economic region and the 

mineral complex of the Ogaden and the Afar basin to two major foreign seaports—Assab, Berbera, and Djibouti. 

The linchpin of urban-based industrialization has been the building of industrial parks, seven of which are in 

place at the cost of $1 billion (Oqubay, 2015).  These clusters have created some 60,000 low-wage jobs but rather 

disappointing labor turnover rates and export earnings—at least 

for now. The experiment has to be deepened by cultivating local sourcing of inputs, cultivating agro-industrial growth 

regions, pursuing a metropolitan approach to urban planning, and raising the quality of schools and upskilling those 

employed.  Just as importantly, tailored and long-term financing of productive investment requires a rich set of 

commercial banks, development banks, and capital markets.  What Ethiopia boasts, however, is a rather shallow 

financial system. 

 

V. Structural Reforms:  From Vanguardism to Partnership 

Post-EPRDF Ethiopia will sooner than later have to undergo a trifecta of transitions, especially since most of the 

parastatals and the parastatals have proved to be the commanding heights of blunder.  The first is political—a 

transition from a strange mix of universalist-populist revolutionary democracy and self-limiting and exclusionary 

ethnocracy to a citizenship-based and pluralist system.  The second is economic—a transition from non-industrial 

destitution to a robust industrialization drive with an affordable social safety net for all.  The third is strategic—a 

transition from a party-state-led development to a mutually constraining and empowering partnership between a 

growth-friendly technocracy and a profit-seeking business class.  

The feather in the cap is a serious rethinking of the EPRDF development strategy which has long 

marginalized the legitimate private sector, privileged politically-connected and ethnicized business networks and 

obsessed on raising foreign exchange to finance show-case development projects.  The World Bank (2017: 19) sums 

up the folly of the strategy of export-led commodity production and low-productivity services:     
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Whereas structural transformation—the shift of economic activities and employment from low- to high-

productivity activities—has taken place to some extent in Ethiopia, it has been driven by services. Ethiopia 

has only partly followed the traditional path of structural transformation often associated with East Asia, 

where a substantial rise in manufacturing (and away from agriculture) fueled the growth of economies such 

as China, Korea, and Vietnam. In Ethiopia, economic activity (output and jobs) has shifted from agriculture 

and into construction and services, mainly bypassing the critical phase of industrialization. 

 

The superior agriculture-industry-services sequence of old Europe stands on three legs. One leg of the stool 

is close cooperation between a reasonably autonomous but accountable state and a competitive business sector with 

access to innovation rents and temporary protection.  The liquidation of politically-linked businesses, selective 

privatization of state monopolies, and enhanced freedom of entry into productive sectors are pivotal as is a proper 

regulatory framework to discourage rent-seeking and facilitate a competition-based market discipline on firms.      

The second leg is a well-designed catchup industrialization strategy that is anchored in the emerging cities 

(which have better skill supply, public infrastructure, and initial demand for manufactures) as well as in locationally-

endowed or agriculturally-rich regions. One byproduct is a regionally balanced and equitable growth regime. The 

final leg of this development strategy is one that incentivizes the Ethiopian Diaspora which has a respectable stock 

of human capital, new ideas, and investible funds.   

Despite an excellent start, the Abiy administration has yet to publicly provide a comprehensive roadmap of 

reform for the post-EPRDF economy, including how it plans to manage the pro-market transition and WTO 

membership.  Distilling the lessons of experience from similarly regimented post-socialist reformers, we can at least 

note that destatization in the economic sphere involves three blocks of serializable reforms:  macroeconomic 

stabilization (S), market-building liberalization (L), and state-enterprise and party-enterprise privatization (P).  We 

will not discuss speed (shock therapy versus gradualism) because of space constraints. 

With regard to privatization, two challenges inevitably face us:  how best to privatize firms in an economy 

with a weak market and a weak private sector, and how to sequence the three sets of reforms optimally.  

Underperforming state and party enterprises may be sold partially (say, the cargo division of EAL) or wholly in an 

outright auction, management/employee buyout at a steep discount, or in a joint-venture arrangement. Then lurks the 

problem of how to finance such large sales to the domestic sector with few assets in hard currency without a 

diversified domestic capital market.  Selling to foreigners is an option but it has its own baggage, including 

dependency and the reluctance of the new owners to inject substantial new capital needed to modernize the privatized 

firms.  Lastly, the hoped-for productivity gains will not materialize in the absence of a regulatory and enforcement 

system to discourage unproductive rent-seeking and selective asset stripping.  Greenfield privatization often has a 

higher payoff. 

 These considerations tie into the choice between two sequencing options.  One pathway is the S-L-P sequence 

widely adopted in Central Europe, Vietnam, and China.  This sequence is attractive where the political leadership 

enjoys a popular mandate to sell painful reforms to voters given the front-loaded pains and the back-loaded gains.  

The other is the S-P-L sequence adopted by Russia and Ukraine where premature and large-scale privatization 
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preceded the creation of a well-functioning market economy led to massive state-asset stripping and an oligarchic 

economy.  The silver lining was that it ensured the demise of the communist parties (Rohac, 2013). 

The last point worth making here is that a good strategy remains vacuous without the right policy measures 

to realize it.  Let me mention policy areas to address two seemingly insuperable problems:  

A. Reducing the Massive School-leaver Unemployment and Underemployment:  A program for school-to-work 

transition is urgently needed to help the half a million who annually graduate from the 1oth and 12th grades, 

and a further 200,000 at the tertiary level to acquire marketable occupational skills.  One nifty way of 

integrating academic knowledge and practical skills would be to establish model farms, model factories, and 

model offices as extensions of the schools.  Internship with public institutions and the larger private 

companies will also help as would small-business incubation through business planning, certification of 

marketable skills, and venture capital. 

B. Stemming Unsustainable Livelihoods:  A legal framework to facilitate land leases and land sales along with 

training in craft skills and the provision of small credits will facilitate the emergence of optimal farms and 

the stimulation of off-farm and nonfarm activities in the countryside.  Registration campaigns aimed at urban 

informal enterprises with promises of fair taxation, cheap electricity, and affordable telecom services, and 

state support in the form of business training and credit provision will also be an excellent boost for small-

scale industrial development and the private provision of affordable housing.  

 

V. Conclusion 

Appropriate institutions and an expanded policy space allow for the emergence of a competitive market.  

Reinvigorated participation in policy dialog and self-regulation by the hitherto enfeebled chambers of commerce, 

sectoral associations, political parties, civic associations, academics, and think tanks are all known to prevent big 

policy mistakes or costly market distortions.   

 Political stability and policy predictability are preconditions for maximizing productive investment and, 

hence, robust economic growth.  The root of this endemic uncertainty is the fusion of a mono-party and the State 

which is extended to the political capture of high-profit activities.   This structural defect, though compatible with 

episodic growth, must be eliminated for a healthy economy. 

That China and India, with per capita incomes no higher than Ethiopia’s around 1970, have managed to make 

spectacular economic progress with the help of good leadership and sensible development strategies is awe-inspiring.  

It is indeed possible, if not probable, to be free and rich within two or three generations. If we can only muster a 

strong sense of national mission that is informed and inspired by our illustrious shared history. Yes, Yichallal!   
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