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SECTION I – RESEARCH 
1.1. Abstract  

 

This study investigates the likely impact of systematic resource allocation on different industrial 

sectors on the Ethiopian economy, income inequality and poverty status of households. We are going 

to use a 2010 Ethiopian Social Accounting Matrix and 2010 Household Income and Expenditure data.  

A standard single country dynamic PEP 1-t Computable General Equilibrium model will be used.  

Two different simulations will be considered in this study. The first scenario will be increasing the total 

factor productivity of priority industrial activities.  The second option will be increasing the total factor 

productivity of the leading labour intensive industrial activities. Such policies options will have 

different impact on  GDP, average income of households and production of main activities of the 

economy. The study extends to examine the possible effect of such policy on poverty and income 

inequality. The study uses an innovative approach of treating group heterogeneity  by using  arithmetic 

progression  and linear combination of the average growth rates of income of poor and none poor 

households. The finding will be used as a policy input to identify sectors where resources should be 

allocated in abundance. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



1.2. Main research questions and contributions 
 

  

1.2.1  Background and Rationale 

Resource misallocation, wrong policy orientation and high level of inefficiency haves been considered 

among the salient reasons for poor industrialization in Africa.  In the 1960s and 70s,  many African 

countries including Ethiopia opted import substitution strategy and established mainly state owned big 

industries (Nells, 2006).This policy direction resulted in high level of inefficiency  and low level of 

productivity in the industrial sector (Ndulu,1991). The same trend  productivity deterioration has been 

occurred in the 1990s and early 2000. This results in infinitesimal contribution of the region to the 

global manufacturing value-added which declined from 1990 to 20003. For instance, Africa’s share of 

global manufacturing production (excluding South  Africa) fell from 0.4 percent in 1980 to 0.3 percent 

in 2005, and its share of world manufactured exports from 0.3 to 0.2 percent (UNIDO, 2009). 

Evidences have also witnessed that the total factor productivity of priority industries in Ethiopia are 

quite low (Melaku, 2012). To revamp the gloomy performance of the industrial sector through 

improved productivity, Ethiopia has endorsed a new growth and transformation plan that aims at 

reducing poverty to 16% by 2020 from 23% in 2016 through spurring investment on selected priority 

industries namely chemical, metal, sugar, textile, garment, leather and agro processing (MoFED, 

2010). The government has been taking various initiations to augment the productivity of these 

industries. One of it is constructing industrial parks which shall be rented to foreign investors which 

will be engaging in the production of priority industries for export market. (NPC, 2015). Such action 

of the government may have spill over effects on  productivity of local industries. This could be 

substantiated from the experiences of other developing countries such China and Chile where foreign 

direct investment on manufacturing industries have positive effect on the productivity of local 

firms(Chen,2002 ,). 

The government has also introduced systematic credit allocation scheme by limiting the role of 

Development bank of Ethiopia to supporting only priority sectors. Consequently, both foreign and 

local investors who involved in the priority sectors could borrow 70% of their investment from the 

bank (FDRE, 2010).  This aids both vertical and horizontal integration to prevail in the economy that 

ameliorates the productivity of firms through economic of scale advantage. Additionally, the 

government has been supporting priority firms to use efficiency enhancing schemes such as 



Kaizen(MoFED,2016). The cumulative effect of all these policy direction on poverty and income 

inequality has not been addressed.  

Different researchers have been conducted so far to examine the likely impact of policies on the 

Ethiopian economy using CGE modelling.  But, much emphasise has been given to assess the likely 

impact of trade liberalization on poverty and income inequality in Ethiopia (Belay, 2007; Tadele and 

Philip, 2005; Sied, 2012). However, the question of how benefit  from systematic resource allocation 

and improvement in the total factor productivity of existing firms reduces poverty and income 

inequality under a wider policy context in the coming five years and how to bring structural change 

through strategic interventions by allocating the available resources across different sectors remains a 

daunting challenge for policy makers in Ethiopia. Particularly, the following research questions 

require meticulous assessment given the economic nature of Ethiopia. Which factors of production 

gains more from these policy? Does an increase in total factor productivity of priority manufacturing 

industries ensure fair distribution of income and reduce poverty? Accordingly, in this research, we will 

attempt to fill this research gap by using dynamic CGE and micro-simulation techniques.  

Main Research Questions 

 

Specifically, we attempted to answer five research questions: 

 To what extent improving in the total factor productivity of existing firms affects the 

remuneration of production factors?  

 To what extent such policies affect the income inequality and poverty status of  both rural and 

urban households? 

1.2.2 Scenarios to be considered 

Scenario one  

 

Following the above initiations of the government, the total factor productivity  of priority 

industries tend to increases by  10%.   

Scenario two 

An alternative resource allocation is considered here. So, assuming the fact that Ethiopia is a 

labor intensive economy, instead of priority industries, if endeavors are exerted to increase the 



total factor productivity of labour intensive manufacturing items by the same rate,10%.  These 

sectors 1include diary processing, grain milling, sugar, food processing, beverage, textile, 

leather product, woods, water bottling, and construction.  

 

Literature Review  

A lot of studies have been conducted so far to examine the impact of different policies on the 

economies of Africa mainly using CGE. Many of the researches have been focusing on the impact of 

tariff reform. Bussolo & Lecomte (1999) show that in SSA, a reduction of average tariffs from 40 per 

cent to 10 per cent entails a real income loss of 35 per cent for urban employers and 41 per cent for 

recipients of trade rents, compared to a gain of 20 per cent for farmers.  Blake, McKay & Morrissy 

(2000) indicated that the welfare of agricultural producers has significantly improved, although the 

urban self-employed stood to gain more from free trade in Uganda. Emini, Cockburn and Decaluwé 

(2005) uses a CGE micro-simulation model and the 2001 Cameroon household survey data to evaluate 

the potential impacts of the Doha Round trade negotiation on poverty in Cameroon. The results show 

that the Doha Round negotiations reduce poverty in Cameroon. 

 

Decaluwé, Savard and Thorbecke (2005) also employ a CGE model to examine the economy wide 

effect of reform in trade and tariff and they particularly investigate its effect on poverty at the 

household level in the case of developing country. The paper uses the poverty measures of the Foster, 

Greer and Thorbecke  and is based on the Cameroon household survey data of 1995–96. The result 

shows that 50 percent reduction in import tariff enables the poverty line effect counters the income 

effect in most cases analyzed.  

 

There are few studies conducted so far regarding the likely impact of different policies on the 

Ethiopian economy. Philip & Tadele (2005) analyze the impact of acceding to the WTO resulting 

from the tariff dismantling policy using a dynamic CGE model. They show that the effect of tariff 

dismantling has both negative and positive effects. The negative effects mainly are the reduction of 

government fiscal revenue while the positive effects include the increment of foreign investment and 

the stimulation of domestic demand that could result in higher economic growth due to improvement 
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in household purchasing power.  

Fekadu (2007) examines the impact of trade liberalization on poverty and income inequality using a 

standard CGE micro simulation analysis in Ethiopia. He shows that full liberalization is likely to 

dampen domestic production of manufactured goods and demand for domestic goods would decline 

due to shift in consumption to cheap imported commodities.  The study further notes that a complete 

removal of tariffs is likely to lead to increasing exports of most commodities including 

manufactured goods.  In addition to this, the micro simulation exercise suggests that welfare of 

farms households could improve after a 100% tariff cut. This is because, the welfare of wage earner 

households declines while that of entrepreneurs would remain similar. Overall poverty may increase 

at the national level after the reform.  

Sied (2012) also takes into account the level of poverty in the case of trade liberalization using CGE 

based on SAM 1999/2000 if the Ethiopian government would be interested to do so. He applied 

different scenarios ranging from full liberalization to gradual liberalization. He found that poverty 

would be declined in the long run in all scenarios. However, poverty could not be affected 

significantly in most scenarios. On top of this finding, the static CGE model provides an 

underestimated result of the effect of trade liberalization with respect to household welfare. This is 

attributed to the exclusion of cumulative effects. In the case of immediate trade liberalization, there 

could be remarkable performance in terms of real exports, GDP and household welfare as well as it 

generates a considerable poverty reduction in the long run. 

1.2.4 Major Contributions 

There is scanty of literatures on the impact of systematic resource allocation on the Ethiopian 

economy. This research gives a glimpse of understand to opt best way of resource allocation which  

can reduce poverty and income inequality in Ethiopia. Hence, among alternative resource allocation 

schemes, this research enables to policy makers and other relevant stakeholders to opt the best policy 

that would induce higher economic growth and which could enhance the welfare of the society. In 

addition to this, this research will introduce a new way of treating group heterogeneity among poor 

and non poor households using arithmetic  and linear combination    

 

 

 

 

 



 

 

1.3. Methodology 

 

For first objective(research question) 

 

We are going to use the PEP 1-t model which is developed by Decalue et al (2013). In this model, the 

utility function is Stone-Geary. A Stone-Geary utility function will  be used due it ability of allowing 

substitution among commodities which are consumed by households. The production function is nested 

in nature.  In the first stage aggregate intermediate and aggregate value added are going to be combined 

using Leontief technologies while in the second stage  aggregate intermediate inputs are again combined 

using Leontief technology implying the fact that intermediate input demands are in fixed proportions 

relative aggregate intermediates inputs of each activity.  Primary inputs are generated to form aggregate 

value added using CES technologies. 

 

The Amington insight has been used to model the imported demand and the domestically produced 

goods and services. The same approach has been deployed to mode the demand for export and domestic 

supply of goods and services. From these functions, the optimal ratios of value of  imported and 

domestic commodities as well as the value of export and domestically supplied goods have been 

determined.(For the details of the specification please refer the model documentation of PEP 1-t CGE 

modelling  written by Decaluwé et al (2013).  

 

Since the first stage of the production function is Leontief, the shock on total factor productivity shall be 

introduced to the model at the second stage of the production function where each industry’s value 

added consists of composite labour and composite capital, following a constant elasticity of substitution 

(CES) specification. 
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The effect of the shock transmits to the economy through the total  coefficient of the value added ( VA

jB )   

For second objective(research question) 

 

In order to measure the impact of the shocks indicated in section 1.2.2 on the poverty in Ethiopia, it is 

important to examine the likely impact of such on poverty line and income of different households.  To 



do so , the poverty line is determined endogenously within the model, and is defined as the value of a 

basket of goods that reflects the basic needs of households (see Ravallion, 1994). The basic needs basket 

is supposed to be universal to all groups of households (12 household types) in the SAM and comprises 

the bundles of food items described in Table 1. These food items have been identified by Dercon and 

Kirshinan (1998) based on the Ethiopian rural household survey.  Such compositions of food items are 

the most consumed food items in Ethiopia, give 2300 calorie and   have been used in the poverty 

analysis in Ethiopia since 1998. Thus, the poverty line tends to change with the changes in the 

endogenously determined prices of the goods.  

Table 1: Food items used for poverty lines 

 

Food items   Amount      Unit  

Teff 1.70             kg 

Barley 4.85             kg 

Wheat 3.15            kg 

Maize 4.48            kg 

Sorghum 2.67           kg 

Horse beans 1.29            kg 

Cow peas 0.23            kg 

Chick peas 0.69           kg 

Milk 0.55            liters 

Coffee  0.10            kg 

Sugar 0.10           kg 

Salt 0.70           kg 

Oil 0.15          kg 

Potatoes 1.51         kg 

Enset 0.19          kg 

Onions 0.20          kg 

Cabbage  0.38          kg 

Source:Dercon and  Kirshinan(1998), diet to achieve 2300 Kcal per month per adult, using diet of 

poorer half of sample. 

 

 

 

 

 

 

Hence, the poverty line  is  defined as follows:  
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 Where iz  is the poverty line and  iX  is the bundles of goods indicated in Table 1. 
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 See this in section 1.4 

The advantage of measuring poverty dynamics in a CGE framework in nominal terms avoids the 

contentious issue of choosing the correct set of price deflators (Stifel & Thorbecke, 2003). Changes in 

nominal income will be compared to changes in the nominal value of the poverty line; hence the 

change in poverty gets real. Thus, the poverty status of households will be measured using Foster, 

Greer, & Thorbecke (1984), which may be written, quite generally, as follows. 
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where α is a measure of the sensitivity of the index to poverty and the poverty line is z, the value of 

expenditure per capita for the ith person’s household is Xi, and the poverty gap for individual i is 

ii xzG 
 (with Gi = 0 when Xi > z).  

When parameter α = 0, P0 is simply the headcount index. When α = 1, the index is the poverty gap 

index P1, and when α is set equal to 2, P2 is the poverty severity index. For all α > 0, the measure is 

strictly decreasing in the living standard of the poor (the higher one’s standard of living, the less poor 

one is deemed to be). Furthermore, for α > 1 the index also has the property that the increase in 

measured poverty because of a fall in one’s standard of living will be deemed greater the poorer one is. 

The measure is then said to be “strictly convex” in incomes (and “weakly convex” for α = 1). 

The shocks not only affect the level of poverty but also the distribution of income. Different 

approaches have been used to examine the impact of policy shocks on the income distribution of 

households in CGE.  One of it is the approach of Stifel & Thorbecke (2003) who assume distributional 

neutrality in the sense that the intra-group income distributions change proportionately to the change in 

the mean income of the respective groups. That is, if the mean income of group j increases by j percent, 

then the incomes of each household in group j increases by j percent. But, there is heterogeneity across 

individual households which are found in the same group in the SAM. For instance the income of those 

who are near poverty line may change more than the households which are far from the poverty line. 

Thus, a mechanism should be looked for to treat such heterogeneity of households so that different 

growth of income for different individual households which are found in the same group in the SAM 

could be assumed so that the impact of policy on poverty could be different for different households.  

This is emanated from the fact that in the SAM households are obtaining different income from 

different factors of production
2
. Such heterogeneity would also prevail among individual households. 
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To deal with this issue, Solomon (2015) used a linear combination and arithmetic approach so that    

heterogeneity of households which are observed in the same group has been treated. For instance there 

are 12 households in the 2012 Ethiopian SAM. When there is a change in income due to some shock, 

the income of each group of households in the SAM changes by a certain percentage. We are also 

going to assume that the income of each member of the household in each group of household is 

assumed to change by the same rate as that of change of the group income. But, there are 

heterogeneities among households which are presented in the same group in the SAM.        

 

The extended approach that treated heterogeneities among households defines a certain relationship 

between the growth rates of the average income of the poor and non-poor households. In the 2010 

SAM of Ethiopia, both the rural and urban households are classified as poor and non poor.
3
  The 

growth rate of income of the poor and non-poor households in each agro ecology (there are five agro 

ecologically classified households in the 2010 Ethiopian SAM) which is obtained from the CGE 

reflects the average growth rate of income. In order to link the effect of policy shocks to the micro data, 

the micro data of the poor and non-poor households will be divided into quintile (ten parts). Thus, the 

growth rate from the CGE models shows the growth rate of the average income (the fifth quintile) 

provided that the incomes of both poor and non-poor households are assumed to be normally 

distributed across their respective means. So the micro data will be classified into 6 different 

components. The first five will be for rural households and the six one will be for the urban households. 

Each of the classified households will be identified as poor and non poor so that the growth of income 

among members of the poor and non poor households in each household group could be systematically 

specified.   

By assuming a linear combination of the average growth rates of income of poor and none poor 

households in each group of households, the growth rate of the income equivalent of the poverty line is 

computed. The weights of the linear combination are computed from the respective distances between 

the mean income of the poor )( mpiy  and non-poor households )( mnpiy  from the poverty line. The relative 

share of distance from the poverty line of the respective poor and non-poor households have been used 

as weights to compute the growth rate of the poverty line. 



 

1.4. Data requirements and sources 
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     Where zig the growth rate of the poverty line while ypig

and nypig
are the growth rates of poor and none poor households in each household group defined in the 

2012 SAM of Ethiopia 

Where zig  is the growth rate of the poverty line, 1s  the difference between the mean income of the poor 

households and the poverty line while 2s  the difference between the mean income of the none-poor 

household and the poverty line while and S represents the sum of s1 and s2. 

 

In terms of quintile, the growth rate of the poverty line shows the growth rates of the ten quintiles of 

the poor household and the growth rate of the first quintile for the non-poor household. As the growth 

rates across quintiles increases or decreases arithmetically, the difference in the growth rates among 

consecutive quintile is the same. 

This suggests that the growth rate across quintile follows pattern of arithmetic progression. Therefore, 

the difference in each series of the arithmetic progression could be computed by simultaneously solving 

the arithmetic progression of the fifth and tenth quintile of the non-poor household, and the fifth 

quintile and the tenth quintile of the poor households of the poor households. Hence, the difference in 

growth rate in each consecutive series of the poor and non-poor households are given by 
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 where  

These two values enable to compute the growth rates of income in each quintile of both the poor and 

non-poor households using arithmetic progression which is presented as follow. 

poi idgg 
 

Where d shows the values computed above and i indicates the quintile. Based on such system the 

income inequality will be computed using Gini Coefficient and the level of poverty will be computed.  

 



DATA and Data source 

The 2010 SAM will be obtained from Ethiopian Development Research Institute (EDRI). This SAM will be used 

as an input. In addition to this, the 2009/10 household income and expenditure survey of Ethiopia will be used for 

income inequality and poverty analysis. The 2010 Ethiopian SAM contains 113 production activities, four 

factors(labour, land, capital and livestock) of productions which are further disaggregated into subunits, 64 

commodities, transaction cost, 10 rural household types and 2 urban households(poor and non poor), government 

and ROW. Of the 113 activities, 24 of them are industrial activities .Based on the share of labour and other factors,  

eleven activities  have been identified as labour intensive. That is in the production process these industrial 

activities used more labour than other factor of production. The detail is specified in the following table. 

Table 1: Share of inputs in the production process of labour intensive industrial activities  

Share 

of 

factors 

Dairy 

Processing 

Grain 

milling 

Milling 

service 

Sugar 

refining 

Other 

food 

processing 

Beverage Textile Leather 

products 

Wood 

products 

Water 

bottling  

Construction 

Labour 0.9207 0.6292 0.4134 0.5504 0.7747 0.5967 0.6939 0.6195 0.5493 0.5582 0.5201 

Capital 0.0029 0.0819 0.3570 0.1874 0.0901 0.2251 0.1503 0.0735 0.1182 0.3370 0.4336 

Other 

inputs 
0.0763 0.2889 0.2296 0.2622 0.1352 0.1782 0.1558 0.3070 0.3325 0.1048 0.0163 

Source: Own computation from Ethiopian SAM (2010) 

 

The rural households have been categorized based on five agro ecology. These are drought prone, high land cereal, 

humid low land, pastoralist, and nonfarm households.  Each of these households have been classified as poor and 

non poor so that a total of 10 rural households are presented in the SAM. The urban households have also been 

categorized into poor and non poor. So a total of 12 household categories are featured in the 2012 Ethiopian SAM. 

 

 

The 2010 SAM indicates that income varies across each segment of the household with respect the earning 

capacity of each factors of production. In rural area, capital accounts for 29.3 percent of household income, which 

is followed by unskilled labour and semi-skilled labour, takes a share of 28.75 and 16.47 percent, respectively. In 

urban area, labour takes on 52 percent of the share while the remaining balance goes to capital. 

Table 1: Source of rural and urban household income(in percentage) 



household 

type 

income sources 

Labour 
capital land livestock 

  skilled semi-skilled Unskilled 

Rural 3.45 16.47 28.75 29.30 12.4 9.62 

Urban 27.33 12.3 12.5 47.87 

Source: computed from Ethiopian SAM (2010) 

There is also differences among rural households about the sources of their income (see Table 3). For instance high 

land cereal poor households obtain nearly 45.6% of their income from unskilled labour while humid lowland non 

poor obtains nearly 18.2% of their income from unskilled labour. The same heterogeneity is observed in other 

production factors as well (See Table 3).    

Table 3: Share of Sources of Household Income  

Household type 

Income sources 

Labour 

Capital Land Livestock 
Skilled 

Semi-

skilled 
Unskilled 

Highland cereal poor household 

 

0.0707 0.4631 -0.0007 0.261591 0.205318 

Highland cereal non-poor household   0.1315 0.2940 0.3249 0.137951 0.111636 

Humid lowland poor household   0.2305 0.3556 0.1023 0.169268 0.142397 

Humid lowland non-poor household   0.2810 0.1817 0.3673 0.091735 0.078379 

Drought prone poor household   0.0889 0.4506 0.1159 0.187464 0.157161 

Drought prone non-poor household   0.1636 0.3159 0.3427 0.096153 0.081556 

Pastoralist poor household   0.0931 0.3901 0.0246 0.338165 0.15404 

Pastoralist non-poor household   0.1714 0.2660 0.2902 0.185162 0.087353 

Non farming poor household 0.0542 0.2803 0.2541 0.4114     

Non farming non-poor household 0.2346 0.1857 0.1615 0.4182     

Large urban poor household 0.0956 0.2082 0.2516 0.4446     

Large urban non-poor household 0.2933 0.1134 0.1108 0.4825     

Source: own computation from Ethiopian SAM (2010) 

 

 

 

 

 

References 

Blake, McKay & Morrissy (2000).The impact on Uganda of agricultural trade liberalization, Journal of 

agricultural economics, Volume 53, Number2 , page 365-381 



Bussolo, m. & H.B. Solignac Lecomte (1999).Trade Liberalization and Poverty.ODI Poverty Briefi ng 

No. 6, December, Overseas Development Institute, London 

CSA (1996).Large household , Addis Ababa 

 

Decaluwé, B., L. Savard and E. Thorbecke (2005), General Equilibrium Approach for Poverty 

Analysis: With an Application to Cameroon, African Development Review, Vol. 17 No.2 

(September), pp. 213-243. 

Dervis, K., Melo, J. de &Robinson, S. (1982), General Equilibrium Models for Development       

Policy, Cambridge University Press, Cambridge. 

Devarajan, S., Lewis, J.D. and Robinson, S., (1994).Getting the Model Right: The General Equilibrium 

Approach to Adjustment Policy.Mimeo. 

Dercon, s. and t. Krishnan (1998), Changes in Poverty in Rural Ethiopia 1989-1995: Measurement, 

Robustness Test and Decomposition. Working Paper Series 98-7. Centre for the Study of 

African Economies, Oxford. 

Emini, C. A., J. Cockburn and B. Decaluwé (2005) ,The Poverty Impacts of the Doha Round in 

Cameroon: The Role of Tax Policy, Poverty and Economic Policy Network, Laval University, 

MPIA Working Paper 2005-04 (July). 

FDRE(2010),Growth and transformation plan of Ethiopia, MoFEd,2010 

Fekadu B. (2007). Trade liberalization, poverty and income inequality in Ethiopia: a CGE micro 

simulation analysis.6th PEP research network general meeting. 

Guush Berhane, Zelekawork Paulos, Kibrom Tafere, & Seneshaw Tamru (2011). Food grain 

Consumption and Calorie Intake Patterns in Ethiopia, ILRI Ethiopia Strategy Support Program 

II (ESSP II) ESSP II Working Paper No. 23. 

McDonald, S. and Thierfelder, K. (2009). STAGE_LAB: An Applied General Equilibrium Model with 

Enhanced Labor Markets: Technical Documentation STAGE_LAB Version 1:  2009. Oxford 

Brookes University 

MOFED (2012), Macroeconomic Developments in Ethiopia, Annual report, Addis Ababa 

NPC(National  plan commission of Ethiopia), Growth and transformation plan of Ethiopia II,Addis 

Ababa,2015 

Philip, J. & Tadele F. (2005). Quantitative Impact Assessment of Trade liberalization 

in:DerkBienen,eds, Impact assessment of WTO accession: Technical assistance to Support 

Ethiopia in its Accession to the WTO, Draft. 

Ravallion, M. & B. Bidani (1994). How Robust Is a Poverty Profile? In: The World Bank Economic 

Review 8 (1): 75-102. 

Seyoum.A, Dorosh.P,& Asrat. S (2012),Crop Production in Ethiopia: Regional Patterns and Trends , 

ESSP II Working Paper 16, Addis Ababa 

Solomon Tsehay (2015). Trade liberalization poverty and income inequality in Ethiopia, PhD 

dissertation, Margraf publisher.Germany 

Tefera.A  (2014), Grain and Feed Annual Report, Global agricultural information network, GAIN 

Report Number: ET1401 

Westphal, E. (1975).Agricultural Systems in Ethiopia. Agricultural Research Reports 826, 

Wageningen. 

World Bank (2013).  Ethiopia Overview, World Bank, June 2013. Accessed on July 23, 2013. 

http://www.worldbank.org/en/country/ethiopia/overview 

 

http://www.worldbank.org/en/country/ethiopia/overview


Appendix  
 

TABLE APPENDIX 1   : AVERAGE TECHNICAL EFFICIENCY BY INDUSTRY TYPE  

 

TECHNICAL 

EFFICIENCY  

FOOD  NON 

METALLIC 

MINERALS 

PUBLISHING 

& PRINTING  

TANNING 

& 

DRESSING   

METAL 

PRODUCTS 

CHEMICALS  RUBBER  

& 

PLASTIC  

TEXTILE  BEVERAGE

AVERAGE 

TECHNICAL 

EFFICIENCY   

0.10 0.25 056 0.88 0.25 0.83 0.51 0.86 0.53 

SOURCE :MELAKU(2012) 

 

SECTION II – CAPACITY BUILDING 
 

2.1. List of team members 

 

Name Age Sex (M,F) Training and experience 

Solomon Tsehay Feleke  35 M Ph.D in Agri. Economics, a wide range of 

experiences in using CGE and giving training 

on CGE to Ph.D candidates as well as Msc 

students in Ethiopia 

Zerayehu Simie  40 M Ph.D in Economics and wide research 

experience on CGE(Diploma in CGE modelling 

from PEP) 

Alemnesh Tadesse 

Gebresilassie 

34 F Ph.D candidate at AAU, department of 

economics. She has a lot of experience working 

on microeconomics.  

 

 

2.2. Expected capacity building 

 

Name Benchmark and expected capacity building 

Solomon Tsehay  He has worked more on STAGE CGE models. This project paves the way for 

him to, know more techniques of how to use different CGE models . It is 

expected that this project enables him to acquaint him with advanced method 

of micro-simulation and knowing more about PEP’s CGE models. 
Zerayehu Simie  He has extensive experience on IFPRI CGE model. At the end of the day, this 

project familiarizes him with different CGE models including PEP. In 

addition, it enables him to work with advanced method of micro-simulation 

Alemnesh Tadesse 

Gebresilassie 

She enhances her experience of using CGE and micro simulations. .  

 

 

Name Task and contribution to the project 



Solomon Tsehay  He runs the simulation and the micro simulation 

Alemnesh Tadesse 

Gebresilassie 

She carries out the micro simulation analysis 

 

 

 

2.3. List of past, current or pending projects in related areas involving team members 

  
               None 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

SECTION III – POLICY ENGAGEMENT 



 

3.1. Policy context and needs 

 
 

Ethiopia has endorsed growth and transformation plan which intends to transform the economy by 

doing away with poverty and income inequality. This research helps the achievement of such policy 

by selecting the most relevant sector where resources should be allocated. In addition to this, this 

research enables to opt the best policy which reduces income inequality, generate employment and 

supports the poverty reduction endeavour of the nation. The government also explicitly set goals to 

increase the production of some selected industrial sectors. Then we will examine the likely impact of 

such production boost on the welfare of different households as well as the economy of the nation. 

This research is therefore designed to achieve the above mentioned objectives and could be used as 

an input by policy makers to achieve the development agenda of the country.    

 

 

 

 

3.2. Consultations to date 

 

List all (past) consultations with potential research users (e.g. policy makers or stakeholders) that have 

helped define your research question, and/or informed you of the specific policy context described 

above. Include a list of names, institutions and email addresses (add rows when needed).  

 

Name Title Institution Email 

    

    

    

 

 

 

 

 

 

 

 

 

 

3.3. Identify target audiences 

 

Identify potential users of your research findings, including policy makers, advisors and other key 

stakeholders. Provide a list of institutions and, whenever possible, specific individuals to be targeted for 



effective policy influence. Please also indicate whether you have already made contacts within the 

institutions (add rows when needed). 

 

 

Name Title Institution Email 

Teferi mequanint (Ph.D) Directorate ,director  National Planning 

commission of 

Ethiopia  

 

Muluneh Tesfa Research 

directorate 

Central bank of 

Ethiopia 

 

    

 

3.4. Define outreach and engagement strategy  

How, from proposal design to the dissemination of your research results, will you consult and 

communicate with these users to both gather their inputs and keep them informed of your project, in 

order to increase chances of research uptake? You can refer to PEP requirements in terms of policy 

engagement and research communication  to have a better idea of what is expected in terms of 

grantees’ initiatives in this area 

 
 

3.5. Outline your preliminary dissemination strategy  

 

 

Our  research teams  is making frequent communication with the  policy makers particularly form 

the national plan commission and national bank of Ethiopia in order to get constructive feedbacks 

and to make sure that the research is timely and relevant for policy making.  

  

Once the result is completed, the team will be exerting its maximum effort to disseminate the result 

to different relevant stakeholders. Among the endeavours, the result will be presented to policy 

makers who are mainly coming from national plan commission, national bank of Ethiopia and other 

stakeholders. On top of these, the results will be presented to Msc and Phd students of  AAU and 

the staff of economic department  and college of development studies. Scientific publication in 

reputed journal will be done. In addition, the results of the research will be uploaded on websites of 

different institutions including the website of PEP and AAU.   On top of this, the result will be 

presented in the annual conference held by Economic Association where many policy makers  and 

policy makers will be attending it.  
 

 

SECTION IV – OTHER CONSIDERATIONS 

https://www.pep-net.org/policy-engagement
https://www.pep-net.org/policy-engagement


 

 

4.1. Describe any ethical, social, gender or environmental issues or risks that should 

be noted in relation to your proposed research project. 
 

4.2.  References and plagiarism:  

Applicants should be very careful to avoid any appearance of plagiarism. Any text of three or more 

consecutive words that is borrowed from another source should be carefully contained between 

quotation marks with a reference to the source (including page number) immediately following the 

quotation. It is essential that we be able to distinguish what you have written yourself from what you 

have borrowed from elsewhere.  

Note also that copying large extracts (such as several paragraphs) from other texts is not a good 

practice, and is usually unacceptable. For a fuller description of plagiarism, please refer, for example, 

to the following website:  

 http://writing.yalecollege.yale.edu/advice-students/using-sources/understanding-and-

avoiding-plagiarism  

PEP will be using a software program to detect cases of plagiarism. 

 

http://writing.yalecollege.yale.edu/advice-students/using-sources/understanding-and-avoiding-plagiarism
http://writing.yalecollege.yale.edu/advice-students/using-sources/understanding-and-avoiding-plagiarism

