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Chapter 2:

2.1
General Background:

Ethiopia is an ancient polity, with long independent history. As archeological findings attested, it is the homeland of human creatures. It has a long history, mosaic of people and divers cultures. Claims historical origin in which the empire of Ethiopia founded through the decedents of King Solomon and Queen Sheba. It is a land locked country, located in the Horn of Africa with paradox situations. On one hand, the country is rich in natural, material, human resources, fauna and flora. On the other hand, the country is known as the motherland of drought and famine since immemorial.

2.1.1 
Ethiopia’s Geographical Location
Ethiopia is situated between 3º N and 14’ latitude and 33º E and 48’ longitude in the Horn of Africa. Ethiopia, though a land locked state, it is a core for the countries sharing its boundary: Eritrea, Djibouti, Kenya, Somalia and The Sudan. A prominent feature of the country is its rugged topography, comprising alpine mountains, flat-topped tablelands, deep canyons and rolling plains. Even though, Ethiopia is twice of the size of France with an area of 1.13 million square kilometers, half of it being potentially arable, including over 3 million ha of potentially irrigable land.

Despite Ethiopia’s location within 150 of the equator, the Ethiopian highlands, inhabited by the majority of the population, enjoy temperate climate with sufficient rainfall to grow at least one crop a year. The sparsely populated lowlands of the east, southeast and northwest, on the other hand, typically have sub-tropical and tropical climates, with rainfalls ranging from less than 200 to 800 mm. Despite an adequate average national rainfall of about 930 mm, Ethiopia has been facing frequent droughts.

2.1.2.
 Population
Ethiopia is the third populous nation in Africa next to Nigeria and Egypt. The January 2006 Ministry of Finance and Economic Development (MoFED) status report on the Brussels Programme of Action (BPoA) for the Least Developed Countries (LDCs) figured out the population size as 72.4 million (MoFED, 2006:1) out of whom the urban total population size estimated to 11.68 million, while the total rural population size is estimated at 60.72 million. The size of the population increasing at an alarming rate with the annual population growth rate of 2.75% (CSA, 2004:20; MoFED, 2006:1), in which the under progress government documents witnessed the rate. According to the research survey launched by MoFED of October 2005, almost more than 2 million people adds the population size every year in which more than 38,000 persons are being added to the population each week. The recent UN population report also declared an increase of 1.5% of Ethiopian population.

2.1.3.
Gross Domestic Product (GDP)

The 2004 Central Statistics Authority (CSA) estimated at the country’s GDP 50.74 million in which the growth domestic product rate revolves around 5 percent (MoFED, 2006:1). The GDP per capita income estimated at 817.8 Birr, roughly less than $100.00 (less than one hundred US dollars). The government revenue from domestic and abroad estimated to be 17.19 million, while the expenditure of the government for capital goods and other is estimated to be 20.10 million Birr during the budget year, 2003/04 that recorded a deficit of 2.90 million Birr (ibid).

2.1.4. 
Literacy Rate:

The survey of the second round of the CSA of April 2004 and MoFED 2005, advocated about educational attainments underlining that 50.5%, the ratio of the illiterate's people of 68.2% is male and 44.5% is female. The same survey estimated the ratio of literacy at 40.2 % out of which are 49.2% male and 29.8% female.

2.1.5.
 Unemployment Rate:

The same survey of CSA in April 2004, the employment ratio of urban population estimated at 2,854,321 (42.6%) of the total population of 1,625,558 (56.9%) male and 1,228,763 (43.1%) female. On the contrary, unemployment in 2004/2005 stood at 8 percent a national level, with 30.6% of the unemployed being urban and 0.7% rural people (MEoDCA, 2006:1). The CSA study of April 2004, figured out an estimated size of 845,913 (30.6%) persons of the total population of urban dwellers of which 304,547 (22.9) male and 541,366 (15.8) female are unemployed in most urban areas of the country. 

2.1.6 
Analysis of Socio-Politico-Economic History

From the economic perspective the country has reasonably good resources for potential development with the availability of agricultural land, biodiversity, water resources, minerals and so forth. Agricultural sector is the major area that have constituted the largest portion of micro economic level since immemorial. 

The Ethiopian Economy depends on agriculture, which in its turn depends on nature (climate, rainfall, environmental calamities, and the like). From this point of view, more than 85 % of the total population engaged in agricultural works and depends on this sector for survival and 90 percent of them are poor (Alemayehu and Befekadu, 2002:2, MoFED, 2005:4). Ethiopia is an early starter, but has fallen behind. It practices the subsistence economy that agriculture contributed 52 % to GDP, 90% of export, 80% of workforce of low purchasing power; and service 37%, with a contribution of 43.2% to GDP. The services sector is second in economic importance to agriculture and this makes the share of industry to GDP only 11.2% (Rahel Kassahun, 2003:1, CSA, 2004: 140). Due to various reasons, both agricultural and industrial sectors depends on the external environments, which means that both depends on the imported inputs like fertilizers and pesticide chemicals for the agricultural sector and raw materials and spare parts for the industrial sectors, which exacerbate the availability of foreign exchange. However, researchers like Alemayehu and Befekadu (2002) prioritized the Ethiopian economic growth performance into three distinctive periods, which followed the political line of the regimes: pre-Dergue, Dergue period and post Dergue.

1. Pre Dergue Regime:  the political economy of this period was dominated by land owning aristocratic, known as the feudal economic growth. Ethiopian society was more fragmented, its political culture more fractured and its economy severely dependent on Agriculture, service and industry in its infancy level (Geberu Tareke, 1996: 25-27). A little before the collapse of the ruling power, the regime strived for the emerging of market led economy in Ethiopia.

2. The Dergue Regime: the period was a radical departure in ideology to change the feudal economic perspectives into socialist/command/ economy. The emerging socialist economic policy began to bitterly bit the promising effort of the industry sector. The economic policy of the Dergue regime hampered the development of private sector in which led the growth rate to retard to 2.3 %, with negative per capita growth. 

The colonial legacy and the cold war influence contributed a lot for the underdevelopment of the country as external variables and the political commitment of the period added for the decline of economy at home. The civil unrest, the struggle for political power, the practice of command economy that alienated the private sectors from the economic activities, limitation of finance and poor infrastructure were among the internal factors that contributed for retardation of economic growth until 1991. The Socio-Cultural growth was equally affected and deteriorated.

3. Post Dergue (1991)
Following the change of the government in Ethiopia, in 1991, on the demise of socialist oriented economic policy, a marked departure from the planned economic policy to move to a market oriented economic policy (Alemayehu and Befekadu, 2002:4). Ethiopia oriented a market-led strategy and began to apply the privatization policy into practice. The government of Ethiopia also embarked on a continuous program of economic reform including trade liberalization. In this regard, the reform program has achieved the success of stabilizing the economy aiding the transition to free market system.

The economic growth averaged about 5% per annum, between the periods 1999/2000 to 2004/05, while population growth average per capita incomes rose only by about 2.1 % per annum. Although the government adopted a strategy of Agricultural Development-Lead Industrialization (ADLI), with an emphasis on agriculture as the generator of primary surplus, taking advantage of backward and forward linkages to fuel the transition of a more modern economy, more than 31 million people live in a severe poverty level with income of less than 45 US cents per day; and between 6 and 13 million people are at risk of starvation each year (DTIS, 2004:12, MoFED, 2005). However, for the fiscal year 2004/05 the agricultural sector, as addressed by Prime Ministry Meles Zenawi of Ethiopia in his press conference to private and public press, recorded a 15.1 increase in agricultural food items (Capital volume 8 No. 372 published on Sunday January 29, 2006).  

It is possible to deduce that the development plan of the government has focused on agricultural development to provide all resources to the industrial sectors as a catalyst for economic growth. This policy attempted to eliminate and/or minimize barriers to trade such as discriminatory tax, foreign trade threat to the private sector and tried to simplify bureaucratic regulations and procedures to attract domestic and foreign investors. 

However, due to rampant corruption, unpromising land policy, and other social factors, the effort of the government remained unimplemented and the country’s cumulative economic growth failed to meet the target as anticipated.

Even though, all these challenging factors subsist, the growth trend analysis shows a progressive record on agricultural sector, industry sector, distributive services sector and other services from 11.5 % to 15.1%, 5.0% a decline to 3.6 %, 5.2 % to 6.9 % and 4.5 of 2000/01 to 5.9% of 2004/05 respectively (Getachew Adem, 2005). As forwarded by PM Meles, the agricultural output had recovered during the 2004/05-crop year due to adequate rainfall in the country. When comparing the growth trend analysis developed by an expert of MoFED (Getachew ibid), recorded a decline to growth of previous fiscal year from 18.9 % to 15.1%, 6.9% to 3.6%, 7.6 to 6.9, 6.3 to 5.9 and 11.6 to 9.7 of 203/04 to 2004/05 respectively.

In a net shell, the government acknowledges the flourishing of private sector into market oriented economic movement and encourages widening the involvement of private sector. However, there are many complaints from the private sector that the party-owned enterprises are dominating the market and negatively affecting the competition regimes.
2000/0
2.1.7.
Trade Balance

The limitation of industrial products and the nature of global trade forced the country to import large quantity of foodstuffs, capital goods, spare parts, raw materials for the infant industries and fertilizers, pest side chemicals and other agricultural inputs to satisfy the needs of the society at large, and the consumers particularly. On the other hand, due to lack of high value exports such as minerals, petroleum and other natural resources the volume of import exceeds the volumes of export, which in turn lead the country into deficit in trade balance. 

According to the 2002/2003 (CSA) data, the country’s export volume shows an amount of Birr 3,846.6 million, while the import value was Birr 13,566.5 million with the deficit balance of Birr 9719.9 million for the year 2002. For the year 2003, the country earned from its export volume Birr 4,470.9 million, while the payment for its import volume was 23,069.2 million with the deficit trade balance of 18,598.3 million. In summary, during the fiscal period of 2003, both the export and import trade balance was increased at the rate of 16.1% and 70.0% against that of the year 2002 respectively (CSA, 2004: vi). The CSA (ibid) data shared that the deficit for the year 2002 & 2003 estimated at 9.7 million and 18.6 million respectively. 

2.2.
Theoretical Underpinning 

All the economic reforms have one important feature in common: the needs for competition policy if market oriented policies are to be given the best possible chance of success. Price liberalization if not accompanied by competition policy and laws aimed at controlling economic behavior and structures, can result in an increase in price and reduced benefits for over all economy. The same is true (thing can be said) of privatization of state monopolies into private monopolies. 

Finally, opening of markets through import competition and FDI liberalization might bring enhanced competition, but if no safe guards exist, foreign firms might engage in anti-competitive practices and abuse of dominant market position. Hence, the need for a strong and effective competition policy and law, which will only permit     

Competition policy as a public policy has developed its own field and criteria in the economies that have only recently begun to open up major forces of competition policy and law is the avoidance of market-dominating behavior of business through, inter alia, price-fixing or market sharing cartels, abuse by the leading firms and undue concentration.

The main objectives of competition policy and law are to secure and enhance competition by eliminating and preventing ant-competitive practices. The need for a clear set of legal rules to foster certainty in the application of competitive policy and the need to consider a specific fact in issues of harmonizing law and economics. Though, competition policy aims at correcting market failure system from imperfect competition, does not necessarily mean precise legal rules can not be formulate across all types of actual and potential anti-competitive situation.

The other objective of competition policy should thus be to promote competition as a consumer signals, and ensuring the efficient allocation of resources in the economy and efficient production with the incentive for innovation. This is expected to lead to the best possible choice of quality, lower price and adequate supplies to consumers, leading to increased consumer welfare. Efficient allocation and utilization off resources also lead to increased competitiveness, resulting in substantial growth and development. 

A country with a competition policy and law, having stated objectives of legislation is to improve efficiency and contribute to economic development. It is also widely, accepted that the law should aim to increase consumer welfare. It is worth and indispensable to explain that competition policy is a broader concept than competition law. The general concept on promotion of competition in the economy requires a broad spectrum of action, for example in the fields of trade policy and public procurement. The commission in charge of promoting competition may have to engage in trying to persuade the government and business do not do an ethical “business practices” as well as conducting a law against practices. From this we infer that competition policy is directly related to the main policies of market oriented economic reforms undertaken in most countries of the world during the last two decades in particular trade liberalization, foreign direct investment policies, privatization and deregulation.

The paper on competition policy and law in Ethiopia stressed that it in the economy, that ensure a possible force for sustainable economic growth and development. Competition can be promoted by better-designed government policies and more selective regulations and by curbing private restrictive business practices. Apart from this, economic integration and domestic market reform contribute too much for developing countries, especially economic the least one like, Ethiopia to come to picture in macro economic growth. Meanwhile, they will have too much commitment to realize the legacy of preferential agreement.  Hence, developing countries, which do not have a competition law are or having to negotiating a new competition commitment, even if they realize that they may be the victims of transnational ant-completive practices.

Chapter 3: 

The Impact of Social and Economic Policies on Competition

In an ideal world, fair competition between businesses has been argued to benefit both producers and consumers. Taking the consumers’ side of the benefit, it has been said that economic efficiency, innovation and better quality produce at lower prices created as a result of the said competition to be major manifestations of how the consumers benefit from the process. Through this, it is believed that not only the consumers but also the economy of a country as a whole wins (CI, 2001:5). 

However, this is not a given for grant phenomenon. Rather, it is dependent on governance and related issues. Governance when taken in association with the policy formulation activities of governments refers to “the process by which diverse elements in a society wield power and authority and, thereby, influence and enact policies and decisions concerning public life and economic and social development" (Corkery J et al, 1997:2). 
Responsibility for deciding on national policies and securing their implementation rests with government. Policy formulation requires effective action by the head of state, the executive or cabinet of ministers, and by the administration/civil service. In parliamentary democracies, it requires capacity for independent scrutiny by the legislature or parliament and subsequent impartial enforcement by the judiciary. These parts of government all need adequate capacity for the work to be done well. But, there are capacity needs also among the other stakeholders in the policy formulation process. 

The initiative for a policy change may come from politicians, for example, resulting from an election manifesto, from officials in response to new information about changing situations or difficulties in implementing present policies, or from organs of civil society (Ibid: 3). If this initiatives do not accommodate different interest of the different groups in the society, they can distort competition through regulations, interventions and lack of effective infrastructure (CI, ibid: 14).

In a democracy, decisions on policy are taken by the government which in turn is accountable to the electorate. In a modern democracy, the electorate is generally not satisfied with being consulted once every four or five years (or whatever the agreed period between elections is). People in all countries are becoming more educated and much better informed. Increasingly, they are becoming better able to articulate their needs and having the confidence to put them forward. In this environment, governments need to consult the people at large as well as relevant interest groups if they are to produce the most effective policies. Consultation does not mean only that governments will ask people their views on the government's proposals but also that government will listen to proposals that come from their citizens, in the context of this paper to consumers. It does not reduce the responsibility of governments to govern but it does mean that in determining policies to be pursued, the governments need to take into account the views of those who may affect or are affected by any of these policies. Trade and economic policies, for example, need to take into account the views of trade unions, employers, investors and consumers (Corkery J et al, ibid: 2). 

While in principle setting up a competition regime might be a straightforward process, in practice there may be tension between a government’s various development policies, particularly in economies moving from state to private control of industries. This means that promoting an effective competition regime might not be the overriding priority. 

It has been said that the absence of competition law in some countries has been partly due to governments fear that competition could exacerbate economic inequality between the different business ethnic communities. In such circumstances, choices are made to emphasize social harmony over competitive business practices. Governments in some countries also have opted to balance the need for competitive business practices with the belief that many people in their countries are poor not because of badly distributed incomes, but because total income is too low to be adequate for all, no matter how it is dispersed. Thus, a government may wish to increase its industries’ overall competitiveness in order to increase the total income to be distributed, but the two goals of more competition and greater overall income – can conflict. In trying to enhance national champions – the most important national industries – governments may subsidize and protect certain firms at the expense of their taxpayers and consumers.

This tension between trade and competition policies has grown during the past 30 years, as national markets have become more interdependent. In addition, the consensus emerging from the World Trade Organization (WTO), International Monetary Fund (IMF) and World Bank (WB) has been to promote liberalization, privatization and the removal of national barriers to trade as a motor for economic growth. Success is no longer viewed primarily in domestic terms. This means that a company might be encouraged to create the economies of scale necessary to be globally competitive, despite the fact that this may have implications for the local economy by creating monopolies or cartels (CI, ibid: 12-13).
In a nut shell, social and/or economic policies of a country either positively or negatively affect the competition regime in that country. To see this in Ethiopia, some eight policy orientations namely: industrial policy, trade policy, regulatory policy, investment policy, government procurement policy, labor policy, development policy, and policy for small and medium size enterprises are briefly analyzed as follows.

3.1
Industrial Policy 

Since 2001, the country has adopted an Industrial Development Strategy, which clearly recognizes the private sector as the engine of growth, and industrial development with a focus on, inter alia, export-led industrialization and competitiveness. Other fundamental principles of the Strategy are that industrialization will be agricultural development led, incorporating the participation of the rural areas / peasant communities; labor-intensive industrialization / technology is a preferred option for employment creation; co-ordinated foreign and domestic investment; strong leadership role of the government; and coordination between government and the private sector (MoI, 2001: 5-89). These seven principles are believed to be interdependent, but not contradicting with each other. 
To strengthen the principles, it has been elaborated in the document that there is government commitment to work towards creating enabling environment for the private sector; achieving macroeconomic stability; creating and facilitating modern and easily accessible financial system; construct and provide reliable development infrastructure; establishing modern, accountable, transparent, and satisfactory governance system; and establishing modern, independent and reliable justice system (Ibid:  90-217). 

Regarding competition in the industrial sector, the policy document provides for the significance of strong competition to realize effective resource allocation in the country and also the importance of attaining competitiveness to be part of the international economic system. Moreover, the document also recognizes that formulation and implementation of strong sectoral policy is essential to make the private sector to accept and put into practice the principles of competition. It has been elaborated in the document that any support from the government to the private sector should be to build the capacity required to be competitive in the market, provided that the latter is committed and ready to sacrifice its resources in order to make use of the support expected from the government (Ibid, 189-194).     

The priority subsectors identified to drive the industrialization process are textile and clothing, leather and leather products, food processing, in particular, meat, cereals, edible oil and fruits(Ibid: 224-286). The facilitating role of the Government, in terms of creating an enabling environment for private sector development and industrialization and when appropriate, its intervention to correct market failures are reiterated in the strategy. Also recognized is the importance and effectiveness of public - private partnership (Ibid:  90-217).
Hence, for the time being, no appreciable adverse impact is observed or otherwise expected from the industrial policy against competition and competitiveness. It has been claimed from the government side that the good policy orientation in the sector has resulted in increased productivity and GDP share compared to previous years. For instance, the industry sector recorded a growth rate of 6.9 percent whose contribution to real GDP growth was 7.1 percent, while its respective figures for the FY 2002/2003 were 4.6 and -12.9 (NBE, 2004). 

However, the government admits that “still the base is fairly narrow [and] food, beverages and textiles have consistently accounted for over 50% of manufacturing, a proportion little changed since the 1970s. Amongst small and medium industries, 85% of registered establishments are grain mills, and in EFY94 they constituted 79% of value-added. There are some 800 large and medium-manufacturing establishments, most of them concentrated in the Addis area.  Although the proportion has increased, still in 2002/03 only 27% of large-scale manufacturing industries were in the private sector (MoFED, 2005a: 54).  As stated in the Policy Matrix of the Government, the government is planning to take the following actions in the following five years:
· to make ready more than 1000 ha of land for industrial zones per annum;

· to give necessary supports at least to 3 priority industries per annum including textile and apparel, leather and leather products, and agro processing ;

· to organize two public private dialogue forums per annum at federal level; and

· to increase the number of sectoral associations from ten in 2004/05 to 22 in 2009/2010 (MoFED, 2005b:15).
The opinion of the private sector on the governments policy on the sector calls for radical transformation of existing laws, regulations, policies, institutions, social attitudes and motivations. Further more it has been said that "Such a structural change leads to increasing employment opportunities, higher labor productivity, increased stocked of capital, improvement in the level of technology, etc," (The Reporter, January 28, 2005). 

3.2
Trade Policy 

The trade regime is a part of the overall incentive structure. Trade reforms are important for the modernization of the economy and are an aspect of the transformation from an inward oriented to an outward oriented economy. It helps to increase the international competitiveness of the economy along with other policies such as the exchange rate policies. Trade policies are also of vital importance for the transfer of technology, management know-how and for increasing the efficiency of the economy including the non-tradable sector through the competition for resources (MoTI, 2004b: 21).

For a country like Ethiopia, with little market power, open trade policies are an instrument available for the transformation to a modern economy. However, for a variety of reasons, Ethiopia has not fully realized the full benefits from its trade reforms that began in earnest in the early 1990s. It has been argued that “the country is certainly better off under the liberalized trade regime compared to the highly restricted trade regime of the Derg period” (Ibid). To make trade one aspect of the transformation of the economy, it needs support from other policies, institutions and infrastructure to realize full benefits from increased integration with the world economy.

During the Derg era import trade of Ethiopia remained severely restricted though a combination of high tariffs and a plethora of quantitative restrictions. Tariffs were as high as 230% on certain luxury consumer goods and many of intermediate and investment goods imports to public sector enterprises were allowed at zero or low duties. The quantitative import restrictions on imports by the private sector included direct import prohibition (a long ‘negative list’), quotas, strict licensing and foreign exchange rationing (Ibid).

In August 1993, the new government embarked on a comprehensive trade reform program aimed at dismantling quantitative restrictions and gradually reducing the level and dispersion of tariff rates. The negative list used to determine eligibility for imports through the foreign exchange access was reduced significantly. Currently quantitative import restrictions are applied only to used clothes, harmful drugs and armaments for security reasons (Ibid). Both tariff levels and dispersion have been reduced significantly under tariff reforms. Specific tariffs have been converted into ad valorem rates. By 2002, only 2.7% of total tariff lines had specific rates. 

The average (un-weighted) tariff rate declined from 28.9% in 1995 to 17.5% in 2002. The degree of dispersion of tariff rates, measured by the coefficient of variation declined from 82.4% to 69.7% between these two years. The implicit import duty rate (import duties collected as a percentage of total CIF imports) declined from over 23%in mid-1990s to 12% by 2001/02 (MoTI, Ibid: 22).

It has been argued by the government that “there has been substantial private sector growth in recent years, in part as a result of a more open and liberalized economy, and in part due to the rebound from years of unsettled domestic and external conditions” (MoFED, 2005:54).  Moreover, it has been said that “with the return of peace and economic stability there has been renewed confidence and a surge in business activity”. Examples cited in this regard include: value-added in services grew by about 6.2% in the last two years, in industrial output by 7%, and in construction by 8.2%. Similarly there has been a major take-off in firms that produce cut flowers for the export market in Europe” (Ibid).

The principles underlying the PASDEP strategy include a commitment to ease the environment for private investment and business activity, to replace the hitherto significant role of the state with greater domestic and foreign private participation, and to strongly support the growth of export industries.  The overall strategic framework is comprised of the government’s Industrial Development Strategy, implementation of the findings of the Diagnostic Trade Integration Study, the ongoing Privatization Program, and the National Micro and Small Enterprises Development Strategy.

In the past year an Investment Climate Assessment Study was undertaken which analyzes the conditions for private investment and enterprise growth in Ethiopia, drawing on the experience of local firms to pinpoint the areas where reform is most needed to improve the private sector’s productivity and competitiveness. The study confirmed that improved conditions prevail in business registration and licensing, customs clearance, telecommunication services and labor regulations. The update also signaled concerns in areas such as access to land, the firms’ perceptions of the overall tax regime, access to credit, and utilities (electricity and water) (MoFED, Ibid). 

As a way to build on the progress, the government says that it is planning to work hard towards more participation of private sector development in the future. To this end, it has been said that:

· increased competition would be seen through progressive number of cases ruled by the Investigation Commission, 5-9 cases per annum in the next five years;

· to privatize 30 enterprises per annum to meet the target of 7%, 16%, 27%, 40%, and 55% in the next five years until 2010; and 

· advance the simplified and  faster business registration and licensing processes with targets including: a) reduce the time spent by individual business persons, companies and associations from 47 minutes in 2004/05 to 35 minutes in 2009/2010; b) reduce time required to register a foreign investor to start a business from three hours in 2004/05 to half an hour in 2009/2010; and c) reduce time required to get permit for foreign investors from 60 minutes in 2004/05 15 minutes in 2009/2010.

On the other hand, critics from two corners argue that efforts being made to realize economic freedom in Ethiopia are not sufficient. The first group argue from policy importance point of view given to the sector. They say that the importance given to trade sector has been too small, if not at all. Elaborating this (Ladd, 2003: 2) says that: 

Given the importance of trade, one would expect the effects of different trade policies to be thoroughly dissected and analyzed in Poverty Reduction Strategy Papers (PRSPs) – the flagship development framework of donors and national governments. But evidence suggests otherwise. ... This suggests that, despite the rhetoric of PRSPs, trade policy is not determined in a participatory way that draws on the perspectives and aspirations of different groups of people in each country. In the absence of ex-ante impact studies, there is also no reason to believe that trade policy has been designed to maximize its contribution to poverty reduction.

The other groups say, “a least efficient country such as Ethiopia, where customs clearance requires an average of 30 days, would ceteris paribus nearly eliminate trade” (WTO, 2005: 124). 

In addition to this, the 2006 Index of Economic Freedom puts Ethiopia at the 133rd rank, out of the 161 countries analyzed, with 3.7 average score and mostly un free economy. The summarized report on Ethiopia reads as follows: 

The government continues to promise economic reform, but progress has been slow: Nearly 200 state-owned enterprises have yet to be privatized, corruption is widespread, bureaucracy is burdensome, and much economic activity occurs in the informal sector. In addition, taxation is unevenly enforced, the judiciary is overwhelmed, and key sectors of the economy remain closed to foreign investment. The government has taken some steps toward reforming the civil service, improving infrastructure, and removing regulatory impediments to investment and business establishment. Land-locked Ethiopia depends heavily on Djibouti for access to foreign goods. Ethiopia’s government intervention score is 0.5 point worse this year; however, its trade policy score is 0.5 point better, and its fiscal burden of government score is 0.3 point better. As a result, Ethiopia’s overall score is 0.03 point better this year.

Therefore, one can easily analyze that much is to be done to make Ethiopia's trade regime freer and competitive as well.

3.3
Regulatory Policy
Previously, government procedures and paper works are usually complicated and time-consuming; regulations have been too bureaucratic, impartial and inflexible. However, following the 1996 comprehensive civil service reform program, measures are being taken especially since 2003, on business licensing, import-export regulations, foreign exchange regulations, and others have been relatively simplified, brought down to one-stop-shop approaches and as a result, some improvements are registered in 2003/04. This in its turn is believed to have been resulting in easy entry and exit of commercial activities and fairer competition. 

However, Miles et al (2006: 180) in 2006 Index of Economic Freedom, in its part regarding Ethiopia, argues that: 

Ethiopia’s cumbersome bureaucracy deters investment. According to the Economist Intelligence Unit, “Corruption in Ethiopia poses various problems for [the] business environment, as patronage networks are firmly entrenched and political clout is often used to gain economic prowess.” The U.S. Department of Commerce reports that “Ethiopia’s regulatory system is generally considered fair and honest, but not always transparent. There are instances in which burdensome regulatory or licensing requirements have prevented the local sale of…exports, particularly personal hygiene and health care products.” The EIU reports that corruption imposes a serious burden on economic activity.
3.4
Investment Policy:

Investment is, without doubt, one of the primary engines of growth in all economies. However, its effectiveness rests on strong complementarities with other elements in the growth process, most notably technological progress, skills acquisition and the development of innovative capability. These elements make investment a natural point of departure for Governments seeking to formulate a robust development strategy. The link between investment and these other determinants of growth, however, is not an automatic process. It requires among other things a favorable macro policy environment and specific policies and institutions aimed at encouraging savings and attracting and directing investment to key sectors in the economy thereby enhancing the contributions of investment to skills formation, technological change, competitiveness and economic growth. A clear understanding of how such a synergy between investment policy on the one hand and technological progress on the other can be created an essential prerequisite for designing an effective national investment policy and investment promotion strategy (UNCTAD, 2002:1).

It has been argued that Ethiopia's market-oriented economic development strategy embraces wide reforms, with inducements to both domestic and foreign private investments. Moreover, it has been argued that the private sector is encouraged to invest in almost all areas of economy including those sectors formerly reserved for the government, namely defense industries, hydropower generation, and telecommunications services. Like wise, Ethiopia does not impose local content, technology transfer or export performance requirements on foreign investments. There are no restrictions on repatriation of earnings, capital, fees or royalties. 

However, in reality, investment in telecommunications and defense must be in partnership with the Ethiopian Government. Less proactive approaches towards these new orientations are being cited by the private sector as impediments to actively participate in the investment of efficient and profitable economic sectors; and has been one factor contributing to anti-competitive practices. 

Moreover, it has been argued that Ethiopia’s record in attracting FDI has been poor. More than four- fifths of the projects that have received licenses have not been implemented. This lackluster record reflects several constraints including the same constraints that operate on the domestic private sector and that arise from a negative perception of FDI in the country, including in some parts of the Government. Equally, foreign investors have perceptions conditioned by the past poor record of the Derg regime policies, famines and poor infrastructure compared to other sub-Saharan countries. This study provides a host of recommendations for policy action and technical assistance. Among them the Ethiopian Investment Corporation needs support to develop institutional capacity to implement the current investment regime and its various facets. In addition similar strengthening is required for regional offices of the EIC. A strong effort is needed to continue to improve the regulatory environment to provide a level playing field for FDI and to increase awareness among potential investors of the evolving FDI regime. This needs to be combined with efforts abroad to improve the image of the country that despite the food shortages experienced in recent years sound investment opportunities exist in the country and improvements in infrastructure and land preparation for investment purposes are going ahead. Donor support for these activities would help to raise the current low levels of FDI. (MOTI, 2004a: 39)    

3.5
Government Procurement policies:

Government procurement is by competitive bidding. There are no burdensome administrative procedures or special document requirements. Currently there are efforts being made to make the procedures of public procurement more economic, efficient, fairer, transparent and non-discriminatory. This has been seen since the introduction of proclamation No 430/2005 on 12 January 2005, which provides for non-discrimination of candidates on the basis of nationality, race or any other criterion not having to do with their qualification (Art.18). 

However, actions being taken following the proclamation like, establishment of independent Public Procurement Agency; and introduction of procurement directives to smoothen the implementation of the Proclamation seem to be evidences that the Government is serious to improve the structural predicaments related to public procurement in the past. Previous public procurement systems have been complained to be discriminatory, unfair, and anti-competitive and based on discretionally power of government officials. In the newly introduced directive, it has been reiterated that “No candidate shall be discriminated because of nationality or other reasons which are not related to the evaluation criteria except in accordance with the rule of preference provided for in the proclamation”
 (MoFED, 2005c: 2). Moreover, provision for different and mixed methods of procurement like “open bidding, two-stage bidding, request for proposals, restricted bidding, request for quotations, and direct procurement” (Ibid: 3) has been set out together with respective conditions. This has been perceived as another factor contributing for competition in the country. 

The provision regarding open international bidding, which necessitates only when determinations of thresholds and issuance of directives by the Minister of Finance and Economic Development seems to be one of the limitations of the proclamation regarding competition. And yet, much more still remains in respect of institutional capacity building and setup in order to make the Public Procurement Agency more powerful and effective. 

Low-level implementation of the proclamation, as it is too young, is believed to be another factor affecting competition.

3.6
Labor Policy:

The country's current labor policy has been based on labor proclamation No. 377/2003 which is in effect since 26 February 2004. Maintaining industrial peace and work by enabling both the workers and employers to be based on basic principles of rights and obligations, through harmony and cooperative efforts have been the major objectives of the policy. It has been argued that the proclamation is inconformity with international conventions and other legal commitments to which Ethiopia is a party. 

The new statute represents an important tool for unions and employers to participate in all labor matters ( Sommer, 2004: 5-6). The innovation concerns the right of workers, without distinction whatsoever, to form organizations of their own choosing and the right of these organizations to organize their activities without interference by the public authorities and not to be dissolved by administrative authority (Article 114(1), (2) and (7)).

Labour proclamation 377/2003 amends the previous Labour Proclamation on the Following Points: 

· It defines "managerial employees" in Article3(2) c);

· It introduces an obligation of employers to maintain records;

· It tightens the legal procedure by setting several new deadlines;

· It introduces a clear ban for compulsory HIV/AIDS testing (Article 14 (2) d);

· It strengthens the workers' position in case of termination (Article 27 (2) and (3);

· It clarifies regulations on severance pay and compensation, disablement payment and dependants benefits (Arts. 39, 40, 109, 110);

· It creates the full guarantee of freedom of association by abolishing trade union monopoly (Article 114), Provided that the number of members of the union is not less than ten;

· It recommends regulations on trade union property to be included in to the constitution of worker's organizations (Article 117(12) (new));

· It clarifies the cancellation of a union to be effective only after a court decision (new Article 120 (1));

· It introduces a simpler system of collective bargaining and labour dispute settlement, with specified time limits to speed up the resolution of conflict (Articles 130(2), 142 (3), 143 and 151);

· It intends to improve the efficiency of the Labour Relation Boards (Articles 145, 1474 (4), 149 (6), 150, 153 and 154);

· It restricts the definition of "essential services" (Article 136 (2)), excluding railway and inter-urban bus services, filling stations and banks, thereby entitling workers or employers of these undertakings to the right to strike or lockout.

The policy also intends to address unemployment related problems in Ethiopia, especially in urban areas, which is one of the serious challenges. Working age population (labor force) stood at 54 percent in 2003/04. It has been argued that it is important to note the fact that pressure on the labor market comes directly from the supply of labor, which in turn is induced by the growth rate of the population. Moreover, it has been said that the challenges being faced by the Government in fulfilling the demand for increased employment in a progressive way are of two-fold: a) managing the dynamics of population growth; and b) expansion of labor-intensive productive activities (MoFED, 2005: 16). 

In a nut shell, the introduction of revised labor proclamation is believed to positively contribute towards competition in the industry and other sectors.

3.7
Development Policy:
The country's over all economic development strategy has been based on Rural and Agriculture-Centered Development as a means of promoting development of market-oriented economy. A major push on growth has been identified as essential in order to have a lasting impact on poverty, as well as to finance the necessary social investments for human development (MoFED, 2005:5). However, as has been said in the PASDEP document, there is little hope of significantly reducing human poverty in Ethiopia. For instance, projections show that with a growth rate of 4% p.a. there would be about 22 million absolutely poor by 2015, living at or below the food poverty line. Conversely, calculations show that a growth rate of about 8% p.a. would have to be sustained to reach the MDG of halving income poverty by 2015. This compares to an average rate of about 5% over the 10 years 1993-2003, and of about 5% during the SDPRP I period (2003-2005) (Ibid).   

Moreover, it has been said that alleviating poverty and transforming the structure of the economy been major objective of Ethiopia’s economic development policy and/or programs. The Agricultural Development Led Industrialization Strategy (ADLI), adopted in 1993, has been argued to serve to this end. This strategy aims at improving agricultural production and productivity as a basis for improved income and living condition for the small holder farming population on the one hand, and as a source of improved export earnings to finance investment elsewhere in the economy, on the other. Improved farm income would also generate sufficient demand for the industrial sector instigating dynamism and inter-sectoral linkages. Thus, ADLI is a strategy that expected to generate development processes which directly addresse poverty eradication (MEDaC, 2001:5). 

Broadly, the Economic Reform Program (ERP) in the country has been argued to have aimed at reorienting the economy from a command to a market led system, rationalizing the role of the state in the economy, decentralizing economic management, and enhancing the participation of the private sector in the economy. 
Regarding development policies, it could be said that acknowledgement of export-oriented development with objectives to create adequate markets towards sustaining growth of the agricultural sector, generating foreign exchange necessary for the overall economic development, and ensuring promotion of internationally competitive industry seems to count positively towards competition in the country.  

3.8
Policy for Small and Medium Size Enterprises (SMEs) 

Small and Medium Enterprises are widely acknowledged to contribute towards promotion and development of inventions, minor inventions and industrial designs and thereby generate employment opportunities in the country. SMEs are particularly important in the context of Ethiopia’s poverty-reduction strategy because they are seedbed for the development of medium and larger enterprises, and because they absorb agriculturally under-employed labor, and diversify the sources of income for farming families. Areas of high potential for SMEs include animal husbandry, poultry, silk harvesting, honey production, small-scale garment manufacturing and metal work, construction, and increasingly urban-based services (for example solid waste collection, parking lots, small shops and repair services). It is estimated that as a result of support to date about 96,000 SMEs were strengthened and some 280,000 jobs have been created (Ibid: 56). 
In order to improve the performance of SMEs, it has been stated in PASDEP that strategic emphasis to be given to growth (rural, industry and export) particularly promotion of micro and small-scale enterprise development, construction etc. The recent experience of the Addis Ababa City Administration in small and medium scale enterprise development linked with Technical and Vocational Education Training (TVET) and low cost housing program is going to be scaled up and rolled out to other towns in the country (MoFED, Ibid). With the growing urban and small-town economy, and increased domestic demand, there are substantial opportunities for SME growth. 

The government’s support is mostly channeled through the Federal Micro and Enterprise Development Agency (MSEDA), and increasingly through Regional MSEDAs. Activities include basic training in technologies and business skills, development of low-level serviced working premises, the provision of micro-credit and information on markets and techniques, and working with producers to identify constraints and bottlenecks. Plans for the immediate future include providing more basic training in textile skills, upgrading business development services by strengthening the capacity and providing staff training to Regional MSEDAs; creating market linkages with foreign importers, with a special emphasis on handicrafts, especially hand loomed ‘shemma’ products, leather, bamboo, and basketry (Ibid). 

However, as the sector is limited to small enterprises like handicrafts, cottage industries, wood and metal works and the like, only local citizens are mostly handling them. And when seen from domestic point of view, the policy of this sector needs to be seen to give some rooms for foreign investors and facilitate label-playing ground. 

3.9
Consumer Protection Policy:

Consumer s have been protected by different laws that specify consumer protection as their primary concern, numerous other provisions have the effect of protecting the consumer, for example by streamlining the prosecution of fraud, protecting property, or facilitating litigation. As a result, the boundaries of consumer protection law are not easily drawn (Cartwright, 2001:1). However, different business practices and service provisions have been adversely affecting consumers' rights in Ethiopia. Lack of complementary consumer policy, together with encouraging better implementation, monitoring and enforcement for competition regimes has been believed to contribute to this end. On a legislative level it was agreed that support should be given to public authorities on competition and on consumer protection, and assist them in educating the public, government officials and business leaders about competition law. 

Any action of the government to realize consumer protection in a country need to consider a number of matters. First, ‘the consumer’ to be protected should be identified. Secondly, the relationship between consumer protection and the market economy should be clearly established. It is sometimes argued that the state, through the law, should play only a restricted role in protecting consumers, because consumer protection is most effectively achieved by the operation of free and open markets. Law should be used to ensure that the markets function as freely as possible. Where markets do not work perfectly, the law should intervene to address this failure, provided this can be done cost effectively. Thirdly, the extent to which consumer protection should concern itself with social, non-market-based goals should be worked out. While accepting the importance of market and social goals, it is argued that the distinction between the two is not clearly drawn, and that some approaches could be viewed under either heading (Ibid: 1-2). 

Using the language of efficiency and equity rather than market and social goals, Ramsay (1984: 12) observes "an efficient policy is ultimately justified by equity since consumers are able to obtain goods and services of a quality, on terms, and at the price that they are willing to pay". Although helpful for the purposes of structure, the market/social distinction is imperfect in practice. Moreover, it has been argued that the market, underpinned by private law, is an important technique for ensuring that consumers are able to purchase the goods and services that they want, and that intervention which helps the market to function is valuable. However, social goals are being recognized as increasingly important and it is important for any effective consumer protection policy to address both (Cartwright, Ibid: 2).

The main characteristics of consumer protection policy has been argued to be that the supplier acts in the course of a trade or business, the recipient is a private individual, and the recipient acts in a private capacity. It should be remembered that it is important not to limit the term ‘consumer’ to contracting parties, as that might exclude the ultimate user of goods and services. Indeed, it is possible to develop a much wider concept of the consumer than has traditionally been envisaged. A private individual who receives services from a non-commercial state authority, such as the user of National Health Service facilities or even the recipient of state benefit, might be aptly described as a consumer. As Kennedy has stated, ‘consumerism is just as concerned with the supply of services as with goods. The consumer merely becomes the client, or patient, or whatever rather than the shopper.’ We could even go as far as to equate the word ‘consumer’ with ‘citizen’. Moreover, it has been also pointed out that the consumer interest is involved whenever citizens enter relationships with bodies such as hospitals and libraries ((Ibid: 2-3)

The combination of a strong consumer policy that empowers and informs consumers, and competition regimes that are effective and enforceable, actually promotes the development of firms that are more efficient and competitive. Implementing consumer policy as a complement to a competition regime will reinforce the benefits of competition for both consumers and markets, and have a positive effect on economic development. 

It has been well acknowledged that domestic competition creates the pressure for companies to innovate. At the same time, antimonopoly policies remain vital, particularly in relation to horizontal mergers, cartels and other strategic alliances (CI, ibid: 22). There are, therefore, both persuasive economic and welfare arguments to support the development of consumer policy alongside competition policy, in both developed and developing countries. Such a move will help to ensure that the development of market economies – and the promotion of liberalization and deregulation – are measured and balanced against the wider social goals of the community. And yet, researches show that effective consumer policies have not emerged, particularly in developing countries that lack both competitive markets and strong consumer welfare lobbies (Ibid: 23). 

Different Laws in Ethiopia have been used to protect consumers for years. These laws have drawn on a variety of legal forms, including criminal code, civil code, Commercial Code and the like. However, Ethiopia has no such integrated Consumer Protection Policy. Consumer issues are being addressed in different regulatory regimes like the penal code, civil code and other specific regulations. Much more is to be done to see effective Consumer Protection Policy in the Country. 

The delegation from Ethiopia informed the conference that Ethiopia began implementing market oriented economic policy in 1992, and strengthen this orientation, a number of measures were introduced. These measures have, over the years, helped the private sector to participate more fully in economic reforms and to play an important role in the economic development process. 

However, competition policy was not given as much attention and only 1960 Commercial Code refers to unfair commercial competition, particularly Chapter 2 Section One Article 133 which lists causes of unfair competition
. 

Ethiopia recognizes that the current Code is not adequate to address modern day restrictive business practices and other anti-competitive behavior. The Ethiopian government has, therefore, drafted a Trade Practices Proclamation which highlights the importance of competition to tackle restrictive trade practices and unfair competition. 

In order to draft and enact a regionally and globally acceptable competition law and policy, the Ethiopian delegate emphasized that his country would need capacity building assistance and technical co-operation.

3.10
Any other Policies Affecting the Level of Competition in the Market

Many sectors, particularly in services and trade, are off-limits to foreign investors.  The government retains control over the utilities sector and did not allow foreign participation in banking and insurance.  Land cannot be purchased or sold, but leased. The commercial code is antiquated, not amended since 1960s, and the under-staffed judicial system is inadequate. In the 2006 Economic Freedom Index it has been said that: 

Ethiopia’s judicial system remains underdeveloped, poorly staffed and inexperienced, although efforts are underway to strengthen its capacity. While property and contractual rights are recognized and there are written commercial and bankruptcy laws, judges lack understanding of commercial matters. There is no guarantee that the decision of an international arbitration body will be fully accepted and implemented by Ethiopian authorities. 

In summary, it has been argued that in the short-to-medium term, Ethiopia's economic performance will depend on its ability to continuously improve the business environment for the private sector, further liberalize the economy - particularly in the financial and telecommunications sectors - attract foreign direct investment, speed-up the privatization process, streamline the bureaucracy and maintain political stability. Other factors, such as favorable weather conditions, external market situations and consumer satisfaction will also play an important role over the coming years. 

Chapter 4:


Nature of Market/Competition
The theme of the paper focused on agricultural and industrial nature of market in Ethiopia. In principle, the market for agricultural commodities produced under competitive conditions by a large number of widely distributed small producers/farmers, who generally have to sell their entire offering regarding of the price level. Hence, it is possible to agree that the market for grain is the largest of all markets in Ethiopia in terms of volume handled. As personal observation of the writer, millions of farmers and consumers as well as a number of marketing agents are engaged in the production and consumption of a grain and the provision of diverse marketing services.

4.1.
The Nature of Competition in the Market 

The main features of the Ethiopian marketing system are marketed volumes through alternative channels although it is difficult to determine the volume of grain marketed annually, due to its fluctuation from year to year, depending on the weather rain fall conditions (Gebremeskel et al, 1998:10). 

With regard to the industrial sector, the total number of large and medium scale manufacturing establishments for the country as a whole stood at 1,074 according to the 2003 & 2004 CSA data in which contributes some an approximated rate of 11.2 % to GDP. Food processing industries located at different areas of the country that compete each other to satisfy the need of consumers although producers and consumers faces different environment in the Ethiopian market structure. Besides, domestic and international competitiveness for a firm is influenced by internal and external factors in which these factors adversely influences the competitive standing of industries (Berhanu & Kibre, 2002)

 

Ethiopia is in fact, one of the world’s least industrialized countries. As witnessed in the latest UNIDO indicators, ranking 93 countries for 2000, Ethiopia is the last in terms of manufacturing value added per capita, with $12, well below Kenya ($34), Madagascar ($25), and Zimbabwe ($130). Furthermore, the share of complex products (i.e. medium and high technology products) in manufacturing value added and exports is extremely low, even by African standards. 
For the country as a whole, the establishments are classified under the manufacture of food products and beverages industrial group, which constitutes the largest share accounting 30% of the total outputs by those industries among others include: flour, bread, edible oil, soft drinks, beer and alcohol drinks. In addition, manufacturers of furniture and non-metallic mineral products represent 16.0% & 11.5% of the total.

As real exchange rate: RER are commonly used as indicators to measure a country’s competitiveness in international trade, five types of RER could be taken to assess the competitiveness of local firms in Ethiopia. These are RER1 that uses the Consumer Price Index (CPI) to derive the real exchange rate, RER2 the implicit GDP deflator, RER3 an index of competitiveness of manufacturing sector in both domestic and international markets, RER4 an index of competitiveness of manufacturing in terms of profitability in relation to non tradable, and RER5 an index of competitiveness of agriculture relative to domestic manufactures (DTIS, 2004:26-28). 

Recent studies show that all five RER series generally witnessed an improvement in the particular aspect of competitiveness over the post reform years, in particular from about 1994/95. Improvement in internal competitiveness (that is relative competitiveness of tradable production vis-à-vis non-tradable production) revealed by RER2 is of a relatively smaller in magnitude compared to the degree of improvement measures in terms of RER1 (ibid). This indicates that the common method of using CPI (which presumably incorporates some regulated prices) as the price index in measuring real exchange rate tends to slightly overstate improvement in competitiveness revealed by these estimates.

Both international and domestic competitiveness of indigenous manufacturing industries have improved following the reforms. The price raising impact of exchange rate depreciation has been strong enough to compensate for the price-lowering effects of trade policy reforms in maintaining competitiveness of domestic manufacturing production. RER4 (agricultural terms of trade) has recovered from the low levels prevailed during 1984/85-1991/92. However the degree of improvement in profitability indicated by this index is the lowest compared to the improvements recorded by the other four indices (ibid).

Recent study on trade integration of Ethiopia, released in July 2004, summarizes the competitiveness of Ethiopian products as follows. 

First, there has been an improvement in the overall competitiveness in Ethiopia following the reforms of the early 1990s. This can be attributed to the managed floating exchange rate regime of the country and the maintenance of fiscal and monetary stability despite significant external shocks. Second, competitiveness measured by the RER1 using the CPI as the relevant price index overstates the competitiveness of the economy. Third, agriculture competitiveness was less than that of manufactures, probably also due to the terms of trade shocks that were associated with the decline in coffee prices. Finally, it is observed that public enterprises that are associated with the more capital intensive sectors tend to be protected more, contrary to the allocation of resources that could take place under a more liberalized and private sector driven economy, particularly those relating to manufacturing. Thus, reducing the size of the public sector could serve greater competitiveness through the better allocation of resources.

4.2.
Market Concentration

Since producers have options to sale their grain products to retailers, or consumers bypassing the grain wholesalers in Ethiopia. To consider concentration as an act of non-competitive behavior, the market share ratio of the largest four (Food processing, beverages, textiles and hid and skin) firms should fall between the ranges of 33% - 50 %. When the concentration ratio fall into this range it is admit the existence of oligopsonist market structure. Therefore, Gebremeskel et al (1998) argued, “un like the size distribution of traders at the national level, the extent of inequality in market share at the local market level differs from market to market, crop to crop. After disaggregating the number of local traders operating in individual markets, no markets in the sample had a level of concentration for all grains collectively, this would be considered anti-competitive”. However, this does not mean denying of market concentration in some areas of the country on specific types of crops like Gondar and Baherdar for teff and sorghum, maize in Diredawa and Bahirdar, barley in Assassa and Shashemenie and wheat in Nazerath and Shashemene in which the market concentration was found to be over 40%.

Generally, as stated by Gebremeskel et al (ibid) with these possible exceptions, the structure of the grain markets generally does not indicate that few traders in the local markets control a sufficiently large share of the marketed volume at the wholesale level, which they could use to influence grain prices to their advantage.

In terms of industries, the manufacturing sector concentrates in the production for domestic use of construction materials, metal and chemical products, and basic consumer goods such as food, beverages, clothing, and textiles. The sector is dominated by about 110 public enterprises, which account for more than 75 percent of total value. Production by state-owned enterprises is concentrated in food and beverages, textiles, clothing, leather products, tobacco, chemical, rubber, plastic and cements sectors.  

The share of the three industrial groups (food processing, beverage industry and edible oil industry) combination exceeds 57.4% of the total number of manufacturing industries, which indicates that the Ethiopian large and medium scale manufacturing industry is characterized by a high concentration (CSA, 2004: 6). Besides, the soft drink industry is totally occupied by the largest two companies: MOHA and East African Bottling that indicates the existence of market concentration in the industrial sector, which means, market concentration addresses a function of the number of firms in a market and their respective market shares or the extent to which the top firms in an industry take up a large portion of the market share. For instance in Ethiopian case, 

Private sector manufacturing activity follows a similar pattern. Production is concentrated in bakery products, meatpacking, textiles, footwear, construction, metal works and furniture. In the short term, the sustainability of the manufacturing sector's recovery depends on a number of factors, including how well the private sector responds to market incentives, the refraining of the government from interfering in the market, and the capacity of public enterprises to adapt to a more competitive market environment.

If we consider foreign trade, as in many developing countries, one major feature of Ethiopia’s exports is the high geographical concentration. In 2002, from total exports of $415 million, almost 70% were sold to only five partners: EU, Djibouti, Japan, Saudi Arabia and United States (DTIS, 2004:30). These countries were already the first five partners in 1995, showing a general stability in the direction of Ethiopia's exports. However their share shrank over the period, compared to 1995 when the exports directed to these partners were 90%. This decrease occurred mainly in favor of India, Israel and to a lesser extent, Pakistan.

As noted with exports, Ethiopia’s imports are also concentrated with regard to their origin, but, at the same time, import concentration is relatively lower than that of exports. In 2002, a little more than 60% of Ethiopia’s total imports amounting to $1.6 billion originated from five countries: EU, China, United States, United Arab Emirates and Japan. From 1995 to 2002, the first five countries as a group kept a relatively constant share in Ethiopia’s imports, but the composition of the group has changed over the period. In fact, the main changes are related to the growing importance of China – which in 2002 accounted for 9% of Ethiopia’s imports, compared to 2.3% in 1995 – and the United Arab Emirates, whose share rose to 7.2% by 2002 from a negligible level at the start of the period.

4.3.
Market Conduct 

Farmers carry their marketable agricultural commodities to the available market in which the annual grain sale by farmers reaches 79% between January and March and the remaining 21 % is sold during June-December. In most cases, farmers sale their produces immediately following the harvesting time when price are very low, due to (a) fear of storage loss (b) to meet their cash needs for the purchase of food, for covering wedding expenses (3) for repaying loans for agricultural input like fertilizers and pesticides and taxes (Gebremeskle, ibid).

4.4.
Structure of the Market

As be observed, the grain market structure flows within the stream lines of producers, rural assemblers, inter-regional traders, wholesalers, and brokers in terminal markets, processors, retailers and finally consumers. Market structure is the term used to describe the way in which industry competitors interact. Economists view the nature of market as perfect competition, imperfect competition, monopolistic competition and monopoly as well ass oligopolies nature (Samuel Son and William, 1988). In this regard, let us check the market structure in Ethiopia with respect to industrial sectors accordingly: 

· Cement industry, Sugar industry, Ambo Mineral Water industry, Ethiopian Telecommunication, Ethiopian Postal Service, and Ethiopian Electric Corporation could be cited as monopoly markets especially owned and run by the government. Soft drinks industries, owned by two firms: MOHA and East African Bottling could be good examples of oligopoly markets. This has resulted in denial of one of basic rights of consumers, the right to choose among different products and services. For instance, in the only five star international level hotels, Sheraton Addis, one cannot have access to soft drinks manufactured by the East African Bottling Ltd. (Coca Cola and Sprit production), only because the hotel does not serve other soft drinks not produced by its sister enterprise, MOHA that produces Pepsi and Miranda. 

· Plastic industries and soap industries could be taken as monopolistically competitive. 

· If we look at the leather & leather products sector, the market is not highly concentrated. There we have about 20 industries in the market with approximately a few variations in market share. Further study is needed to know the market concentration in leather industry.

· The mining sector especially, the Gold mining found to be under the monopolistic competition of an individual private firm.

4.5.
Existing or Potential Barriers to Entry: 

Thanks to the market liberalization of 1991, most of the institutional barriers to grain trade such as: the enforcement of the quota system, price control, preferential treatment given to state enterprises and cooperatives, limitations imposed on capital ceilings for wholesale and retail trade, restrictions on the number of merchants in a particular markets not observed (DTIS, 2004: 18). Even though, such obstacles are no longer obstacles to private grain traders, limitation of finance, infrastructure like road and other means of communication may remain barriers to entry.  

It has been well acknowledged by international financial institutions and other concerned bodies that the country has no significant quantitative restrictions on imports. As a result of the tariff reform, the range of tariff rates narrowed from 0% - 240% at the beginning of the 1990s to 0% - 80% in 1995. The current tariff structure, introduced in 2003, consists of six rates: 0%, 5%, 10%, 15%, 20% and the highest 35%. During the same period, the tariff bands (the number of official tariff rates) were reduced from 23 to 6. It is important to note that the current rates are very close to those that will be used for the common external tariff of COMESA’s Customs Union (CU), where the maximum rate will be 30% (DTIS, 2004: 22).

Existing constraints to trade in Ethiopia are more identified with those related to the private sector development than the trade regime. However, private sector development issues go well beyond the issues of trade in general and more related to the Integrated Framework in particular. For instance, few enterprises owned by the government and/or affiliated party, usually known as party-statals, have been alleged by the private sector for controlling the supply of certain goods and services in the market. Ethiopian Telecommunication Cooperation (ETC), Ethiopian Electric Power Corporation (EEPCO), & Ethiopian Postal Service could be cited as examples, from parastatals, in this regard.  These are the only producers and/or suppliers of the products and/or services in the respective sector (s). Although power generation & transmission up to 20 KMW in the energy sector has been allowed for local private investment very recently, not yet realized. 

Limitation of quality raw materials, non-availability of infrastructure, which affects transaction costs, trade and overall industrialization policy of governments, exchange rate policy and the like are affecting the international competitiveness, which crucially depends on the fairness of the trading regime that operates at the international level.  

 

With respect to tariffs, nowadays, these do not constitute a meaningful trade barrier to access the Ethiopian market and all Ethiopian's trade partner's benefit at least from the Most Favoured Nation (MFN) regime. The principle of most favoured nation aimed at trading of equal rate with the exclusion of barrier to trade. The principle also enforces states to offer another state in trade treaty, that may loses its option of discriminatory tariffs (Henderson, 1998: 271, 279 & 356). However, there are apparently some implementation difficulties. For example, within the 2003 tariff schedule, there remain some products with an import duty of 40%. For some other products, the applied duty rate could be dissimilar between trading partners. 

In summary, the task of bringing back the Ethiopian Economy from the past command economy is considered to be a good start that led the county to market oriented economy, which in its turn brought a change of GDP form negative to 5 percent. The level of production in the agricultural sector observed to be competitive, while the industrial sector has to pass through hard way competition. However, competitiveness among the establishments is a sign of the good performance of manufacturing activity so as to protect distorted domestic market, which may open door for the international market. The concentration of market in agricultural sector is insignificant. The structure of market in the agricultural sector considered to be competitive, while oligpolistic and monopolistic competition and government monopoly persisted in the industrial sector.

Chapter 5: 

Competition Law in Ethiopia 

Ethiopia as a long polity has gone through its own economic history, which has been characterized, by its unique kind of traditional agrarian economy. Within this dominant type of economy the principal economic actors and the form of ownership of the economic resources has been changing depending on the economic policy orientation of the previous and current governments. 

The pre 1974 imperial regime claimed to have a free market economic policy orientation. However, it failed to have a consolidated type of competition law. Of course, this government has been merited for its introduction of modern legal system in the country including the codification and promulgation of the commercial code, which primarily regulates the types, formation, and dissolution of commercial partnerships trademark and trade name registration and the legal protection that should be given for such commercial rights. (--)  

Post 1974 Ethiopia's economic history on the other hand was characterized by its socialist form of economic system in which competition in the market can't be envisaged as a matter of ideological principle. The main economic actor in the economic system was the government. The economy was highly centralized and there was neither real nor nominal kind of economic competition in the market. In this period let alone having a competition law as such, even the existing commercial law was in practice for quite rare incidences. This period at last came to an end in 1991 in which Ethiopia experienced another historic break through both in its type of political system and economic policy orientation. (--)   

Then the transitional government of Ethiopia and the subsequent, successions officially proclaimed that the economic policy of the country is a free market economy. Though this has been the policy direction, competition law as a consolidated form of law is not yet in place except the coming in to force of Trade Practice Proclamation of 2003. In this period trade practice proclamation No. 239/2003 was legislated with a purpose of regulating trade practices. As of the coming in to force of this proclamation, the investigation commission has looked in to only few cases and since the decisions are not yet available for the public it is difficult to undertake any general or specific overview on the issues addressed by the commission. (--)     

When they are available, however, they will be making their own contribution in understanding and further conceptualizing the nature of competition in the market the type of trade practice abuses and other relevant issues. 

Still the problem with the trade practice proclamation is that we can't conclude that the proclamation addresses all the issues that should actually be addressed by the competition law. In terms of solving some practical and prevalent forms of trade abuses, however, the proclamation can't be blamed for lack of comprehensiveness as a competition law. (--)  

In addition to this for lack of consolidated competition law and court and/or investigation commission decisions it is not possible to discuss in detail issues of approaches to horizontal restraints, vertical restraints, dominant market position, mergers and acquisitions cross border a buses, check and balances and other further details. 

5.1 Objectives, Scope and Coverage of the Competition Law 
As it is stated above the issue to be discussed here is not about a competition law for there is no a consolidated law a such. In lieu of this, however, the subject of discussion will be the trade practice proclamation. This proclamation is promulgated with the general objective of making the trade practice in consonance with the free market economic policy, to establish a system that is conducive for the promotion of competitive environment, regulating anti-competitive practices in order to maximize economic efficiency and social welfare; and to safeguard the public from price hike and for equitable distribution of goods and services in time of regular and short supply. 

With this general objective, the proclamation covers certain areas of material jurisdiction to be exercised by the investigation commission. More specifically the commission looks in to issues of anti competitive practices as it is detailed within Articles 6 and 11 of the proclamation. In a nutshell such issues are agreements of joint price fixing, collusive tendering as to determine market price; market or consumer segmentation, allocation by quota of production and sales, concerted refusal to deal, sell and render services. 

Moreover acts of unfair competition such as: 

· Any act that causes, or is likely to cause, confusion with respect to another enterprise or its activities, in particular, the products or services offered by such enterprise; 

· Any act that damages, or is likely to damage the goodwill or reputation of another enterprise falsely; 

· Any act that misleads or is likely to mislead the public with respect to an enterprise or its activities. In particular, the products or services offered by such enterprise; 

· Any act of disclosure, acquisition or use of information without the consent of the rightful holder of that information in a manner contrary to honest commercial practice; 

· Any false or unjustifiable allegation that discredits, or is likely to discredit with respect to another enterprise or its activities, in particular the products or services offered by such enterprise; 

· Any act that directly or indirectly restricts impedes or weakens the competitive production and distribution of any commercial good or the rendering of any service. 

· Any act that restricts or debars the timely or economic means of producing or distributing any good or rendering of any service; 

· The importation of any goods from any foreign country in to Ethiopia at a price less than the actual market price or wholesale price of such goods in the principal markets of the country of their production with the intent to destroy or injure the production of such goods in Ethiopia or to restrict or monopolize any part of trade in such goods; 

· Trading in any manner in goods imported in to Ethiopia for humanitarian purpose, without authorization by the Ministry; and acts of abuse of dominance such as 

· The direct or indirect unfair imposition of excessively high or low selling price or service fee or withholding supply or any preemptive behavior to impede entry in to market. 

· Acts which may be prejudicial to buyers of goods or services or which may hamper the growth of markets; 

· The selling of similar goods or services to consumers on unequal terms or payments; 

· The application to dealers transaction of unequal terms in respect of similar goods, thereby placing some at competitive disadvantage; 

· Imposition of a condition of combined sales on a buyer when the good or services so combined is not required by the buyer; 

· Issuance of any false or misleading commercial statement or notice, concerning goods and services in respect of their quality, quantity, volume, manufacturing process, component, strengthen, or the time and place of the production of goods or the rendering services, or other similar conditions; 

· Hoarding, diverting or withholding goods from normal trade channels; 

· Refusing sales of goods or services to customers without good cause. 

· Selling at a price that does not cover production cost to eliminate fair competition are considered as acts of unfair competition which fall within the jurisdictional competence of the commission. The commission receives petitions from individuals and institutions on these areas of grievance and renders decisions.  

5.2
Institutional and Procedural Aspects 

5.2.1
Structure of the Commission 

Conventionally structure refers to the way how a given institution is organized. It is concerned with how vertical and horizontal accountabilities are set. Accordingly, the commission is structural to undertake its power within the Ministry of Trade and Industry (Art. 12). The commission is hierarchically accountable to the Minister of Trade of Industry. The commission has also a secretariat with a general power and duties of implementing the directives issued by the commission execute administrative measures, keep minutes, reports and so on (Art. 18). The accountability of the secretariat, however, seems to be both to the commission and to the Ministry, because the secretariat is a department under the organizational structure of the Ministry (Art. 2(8)). Currently, the secretariat has only four staffs and one secretary all of whom are permanent employees of the Ministry.

5.2.2
Number and the Procedure for Selection of the Members of the Commission

The proclamation states that the commission shall have members selected from government, private organs and consumers association (Art. 13(a)). The law, however, doesn't specifically state the actual number of members that the commission should be composed of. This may be specified in the rule of procedure, which is not available at our hand for the time being. As a matter of fact for currently the Commission has five members chaired by the minister of justice, with members including economic devisor to Government of the Prime Minister, National Bank of Ethiopia, and Director General of Quality and Standards Authority of Ethiopia and Director General of Federal Cooperatives Commission. The consumer association, however, is not represented in the commission as per the stipulation of the law.  Moreover, nothing has been known regarding the representation of the private sector.

Concerning the selection, members of the commission including the chairman are appointed by the prime minister upon the recommendation of the Minister of Trade and Industry (Art. 13(2)). 

 5.2.3
Powers of the Commission 

The commission has been empowered by the proclamation to exercise investigative, prosecutorial and adjudicative powers such as. 

· To investigate complaints submitted to it by any aggrieved party in violation of the provisions of this Proclamation; 

· To compel any person to submit information and documents necessary for the carrying out of commission's duties; 

· To compel witnesses to appear and testify at hearings; 

· To take oaths or affirmations of persons appearing before it, and examine any such persons; 

· To enter by showing the commission's ID card and search the premises of any undertaking during working hours, in order to obtain information or documents necessary for its investigation; 

· To appoint or employ, upon the approved of Minister, experts to undertake professional studies as may be necessary; 

· To take administrative measure or/and give penalty decisions on any complaints submitted to it.   

Though the commission is empowered to exercise such powers, its decisions may not be final. In the case of administrative measures and penalty decisions, approval of the Minister is a must. Thus the Minister can amend, approve, reverse, or remand the decisions of the commission (Art. 15 (2) and (3). 

Concerning executioner power, it is the Ministry, which is authorized to execute, and it may order the police in order to execute any administrative measures or/and penalty decisions of the commission (Art. 16). 

5.2.4
Procedure under Which the Commission Takes Decision 

Rules of procedure of the commission are not available for the time being. Regarding the meeting of the commission however, quorum shall be constituted when more than half of the members are present at meetings of the commission. Decisions of the commission shall pass by majority vote and the chairman shall have a casting vote in case of a tie.

Chapter 6:

Interface between Competition and Economic Efficiency

 6.1
Regulation in Select Sectors

This Chapter attempts to give analysis on the state of regulatory sector and competition in the country. Before we go to a detailed analysis of the regulatory sectors, it is important that should be clear about competition.

Competition defined as a situation where any body who wants to buy or sell has a choice of possible suppliers and customers. Competition has also been defined as a market situation in which companies or sellers strive freely and independently and in their own interest to attract customers with a view to achieving specific economic goals. e.g. sales

Regulatory sector on the other hand instituted to secure free competition. In spite of the introduction of market economy policy on competition nor does it have a comprehensive law against anti competitive practice.

In Ethiopia, there is no regulatory body or authority or government agency in place to preserve competition between companies, prevent the abuse of monopoly power in markets and protect consumers from anti competitive practices. However, a number of sectoral regulatory agencies established to protect the market from anti competitive practices. The practical situation of the country, where the development of industries limited in type and size it seems inappropriate to raise problems related with competition. However, it is obvious that the development of industries in the future comes in truth though fair competition and trade practices.

In Ethiopia, utility services like water, electricity, and telecommunication are still only available largely from public with total monopoly position. However, schools and universities, hospitals and transport, pharmaceutical services are provided both by government and private. Financial services also provided both by government and private sector.

Among the aforementioned sectors this section limited to discuss laws directly dealing with utilities such as pharmaceutical, electricity and financial services.

6.2
Pharmaceutical Service
Till 1974 attempts have been made to reach a health care system that involved the participation of the private sector in the supply and services of drugs. To administer this some isolated laws regulations were issued. The laws regulations were not periodically revised or amended to the progress made with in the sector and the relative modernization, which was under way in the country. 

Since 1974 the Socialist oriented government of Ethiopia, which came to power through a revolutionary up heaval, adopted the strategy of planned economy. Although "A primary health care strategy" was adopted by the then regime as the country's health services guide, there was no drug related policy, law or regulation that could control the drug manufacture and supply except the points raised in the strategy and indicated in the ten years perspective plan drafted in 1985.

The collapse of military rule in Ethiopia in 1991 brought to power new political forces proclaiming their intention of creating a free market economy as appropriate solutions to the country's development problem. One of the declared policy of the Transitional Government of Ethiopia was the national drug policy adopted as one of the over all socio-economic development process to safe guard the interest of the majority of the people based on the principle of self-reliance. The goal of the policy is distribution of just and equitable pharmaceutical services to all citizens to the end that the level of welfare of the population is maximized over time (TGE 1993).

Among the general policies are creating favorable conditions to encourage private investors to participate in the manufacture, import and distribution of drugs. The drug policy also shows the states commitment to establish an effective system of drug administration and control at all levels, especially by developing the capacity to ensure drug safety efficacy and quality. Inline with this some of the objectives of the policy include meet the country's demand for essential drugs and to systematize its supply, distribution and use. Purchasing power of the people's is one of the subject matters with which the drug policy is concerned. Inline with this the policy underlines creating conducive situation to make the prices of drugs compatible with the people's purchasing power. The policy recognizes the problem of illegal manufacturing, distribution and consumption of narcotics and psychotropic drugs.

With the view to ensure the safety, efficacy, quality and proper use of drugs "The Drug Administration and control Authority" have been established at national level (proclamation on 176/1999). In here it is clear that a single regulatory governmental authority is responsible for administering drug manufacture and supply. Among the powers and duties of the authority are include, setting standards of competence for organizations to be involved in drug trade. It shall issue a certificate of competence, control compliance with the standards, renew, suspend, and revoke the certificate of competence and inform it to the concerned authority (Art 6(2))

It serve as drug information center and control drug information to be distributed to professionals and the public, it shall also disseminate current and unbiased information (Art 6 (9)). It controls the quality of raw materials and packing materials used for the production of drugs. Identify ingredients that caused death or ill health due to dry poisoning and forward possible remedies. Despite drug administration and control law enacted, people are complaining upon the services rendered in pharmaceutical sector. The distribution and storage of drugs and dispensing drug for consumers are becoming like commodity. In the pharmacy the fee they are charging for drug very expensive and cost the name prices of drug vary oriented than medical obligations. There is no a price control system. The Prices for the samed drug vary depending on the country of origin The consumption of drugs is mis-used in this country which depending on the country of origion people in their role of consumers are victims of it. Even though, there is an attempt to disseminate drug related information at the national level, people at the grassroots level are ignorant about the use of medicine. This indicates that government alone cannot address the problems related to drug.

 CONCLUSION

The Ethiopian drug market is regulated by the "Drug Administration and control authority" established in 1999 by proclamation no 176 of the same year. In here it is clear that a single regulatory governmental authority is responsible for administering drug manufacture and supply. According to Art.6 (2) of the proclamation the Drug administration and control Authority is a single regulatory organization empowered to salting standards or competence for organization to be involved in drag trade, issue a certificate of competence, control compliance with the standards.

Despite drug administration and control law enacted people are complaining up on the service rendered in pharmaceutical sector. There is the fact that the regulator had little experience in regulating the market since the liberalization process of the country in the pharmaceutical sector was initiated only a few years ago. This may intern have something of a knock one effect in terms of developing the required expertise to efficiently regulate its sector.

6.3
Electricity Service

Electricity is provided by the parastatal utility, Ethiopian Electric Power Corporation (EEPCO). The EEPCO is the monopoly company responsible for power generation, transmission, distribution and sales of electricity all over the nation. Comprehensive energy policy measures in power sub-sector are to build national capacity in engineering construction, operation and maintenance and gradually enhance local manufacturing capability of electrical equipment and appliances.

The government has taken several measures to address the power sector issues and continues to make more changes. The specific changes that have been made recently are embodied in two parallel efforts: to delineate operation and regulatory functions, and liberalize the sector to promote private investment.

Accordingly, Proclamation No. 37/1997 particularly allows the participation of domestic private investors in the production and supply of electrical energy with an installed capacity of up to 25 mega-watts. On the other hand, production and supply of electrical energy with an installed capacity of above 25 mega-watts is open to foreign investors.

The provision embraces the development of small and medium scale capacity plants from diesel, coal, gas, hydro and other sources. Council of Ministers Regulations No. 7/1996 and as a mended in No. 36/1998 extends attractive package of encouragement in the form of duty and profit tax exemptions. The investment law coupled with the new regulatory framework is believed to provide conducive environment for private investment in the sector.

The investment program, based on the power sector development, is a public priority that includes building new hydroelectric plants and extending the grid to different areas of the country to promote critical socio-economic benefits of industrial development, agricultural productivity, and enhancement of educational opportunities and general betterment of the population.

6.4
Financial Service

The history of financial service in Ethiopia begins with the establishment of the then known as "Bank of Abyssinia" in 1905. The first central bank was owned and run by the Egyptian National Bank. At that time, the bank was rendering dual service both as a central and commercial bank.

The Bank of Abyssinia was replaced by the Bank of Ethiopia in 1931. This bank unlike, the Bank of Abyssinia, was serving as a fully Ethiopian monetary institution. yet, like the Bank of Abyssinia, the Bank of Ethiopia was rendering dual central and commercial bank services.

Later on during the Italian invasion period (as of 1936), the Bank of Ethiopia was replaced by Italian Banks such as Banko De Roma, and Banko De Napoli. Between 1942 and 1943, there had been another expatriate’s owned bank known as Berkley Bank in service in Ethiopia.

After the victory of over the Italian occupation, the Ethiopian government established, Government Bank of Ethiopia in 1943. This government bank was rendering service by integrating the services of the former central and commercial banks of Ethiopia. The Ethiopian Monetary and banking law that came in to force in 1963 separated the function of commercial and central banking creating National Bank of Ehtiopia and Commercial Bank of Ethiopia. Moreover it allowed foreign banks to operate in Ethiopia. Hence, in July 1964, a proclamation known as "Monetary and Banking Proclamation" was promulgated to establish two separate banks i.e. the National Bank of Ethiopia and the Commercial Bank of Ethiopia. 

The National Bank of Ethiopia established in 1964 with the authority and responsibility vested in it by the Ethiopian government to:

· Design and print the country's legal tender.

· Supervise all banking service banks in the country

· Serve as the main national bank of the country in administering and guiding the international, the supply of circulation and monetary reserve.

Commercial Bank of Ethiopia took over the commercial banking activities of the former state bank of Ethiopia. Banking During the socialist Regime following the declaration of socialism in Ethiopia in 1974, the government issued a new monetary and banking proclamation number 99/1975, which replaced the 1964 banking and monetary system. This proclamation issued in March 1975 was based on the rule of command economic system, which promotes centralized banking system. The proclamation also affected in nationalization of all private banks in Ethiopia. The financial sector under the socialist oriented government left behind constituted only 3 banks and each enjoying monopoly in its respective market. The following was the structure of the sector at the end of the era. 

· The National Bank of Ethiopia (NBE) 

· The Commercial Bank of Ethiopia (CBE) 

· Agricultural and industrial Development Bank (AIDB) 

Basically the function of the Commercial Bank is divided in to four major areas.

1. Holding in deposit public money with guaranteed security 

2. Giving loans for all sorts of commercial and personal needs

3. Offering assistance in matter of foreign exchange to business sector

4. Providing safekeeping for an individual's most valuable possession.

The first private bank, the Addis Ababa Bank Share Company was established in the first half of 1960s. This bank was also engaged in commercial banking. The bank was active in crop financing providing advice and facilities of newly established Ethiopian enterprises encouraging and sponsoring the accelerated growth of the activities of the private sector in all economic fields. There were two other banks in operation namely Banco di Romas and Banko di Napoli S.C.  

 The collapse of the military rule in Ethiopia in 1991 brought major changes in the finance institutions. Following the change in the economic policy, financial sector reform also took place. Monetary and Banking proclamation of 1994 established the National Bank of Ethiopia as a judicial entity, separated from the government and outlined its main functions.

Monetary and Banking Proclamation No 83/1994 and the Licensing and supervision of banking Business No 84/1994 laid down the legal basis for investment in the Banking sector.

· With the coming in to effect of the Licensing and supervising Banking Business proclamation No.88/1994 a couple of private banks have also emerged and joined he market since 1994. 

· The June 1996 proclamation number 40/1996, offered provision for the establishment of Micro finance institutions in Ethiopia.

All the measures undertaken after the economic reform have that aim of promoting a competitive environment and efficient banking services to the public.

Accordingly, by the year 2004 the number of bank in Ethiopia reached 9 and that of insurance companies increased from 1 to 9. The number of micro-finance institutions reached 27.

In summary, at present Banking business in Ethiopian is governed by two proclamations. The first monetary and banking proclamation No.83/1994, defines the powers and responsibilities of the National bank of Ethiopia, which is the central bank of the country. The 2nd a proclamation to provide for the licensing and supervision of banking business No 84/1994, which sets out the conditions under witch commercial banks can be licensed. The proclamation no.86/96 offered the provision for the private investors in insurance service and for establishment of micro financial institutions respectively. All the proclamation has the aim of promoting competitive environment in the sector.

In general components of the current financial sector are the control Bank (National Bank of Ethiopia (NBE), commercial and specialized Banks, insurance companies, pension and social security Authority and credit and saving cooperatives currently there are one commercial and one specialized government banks operating compressively with seven private commercial Banks.

Chapter 7: 

Regional Integration

The history of economic integration process got momentum after the Second World War, when the idea that matching global resources to global markets will lead the world to effective and efficient utilization of global resources got wider acceptance, hence leading to the proliferation of international and regional trading blocks.

The necessity of regional integration in Africa as component of globalization entails from internal economic, social & political problems that each country had. Low income level, small domestic markets, weak production structures and low productivity, widespread conflict and political instability, slow progress on reforms, are the major noted problems that need to be addressed & solved. 

The external forces such as globalization in trade and finance, problem to penetrate and lack of competitiveness in world market, etc. are common problems for African countries that should be tackled jointly. The type/s of integration depends on the state of each countries economic, social and political situation, developmental strategies and the benefits that it earns from it.  

Success or failure of regional integration initiative should be evaluated in the context of the objectives it sets to achieve, and the political, economic and institutional context under which it operates.

7.1
Types/forms of Regional Integration Arrangements
Regional integration arrangements as a tool for economic development, requires analysis of the present and future economic costs and benefits of each country. There are different forms of regional integration. They are preferential trade area, free trade area, Customs union, Common market, Economic union, & Political union.

Preferential trade area -It is an arrangement in which members apply lower tariffs to imports produced by other members than to imports produced by nonmembers. Members can determine tariffs on imports from nonmembers.

Free trade area- It is a preferential trade area with no tariffs on imports from other members. As in preferential trade areas, members can determine tariffs on imports from nonmembers.

Customs union- It is a free trade area in which members impose common tariffs on nonmembers. Members may also cede sovereignty to a single customs administration.

Common market- It is a customs union that allows free movement of the factors of production (such as capital and labor) across national borders within the integration area.

Economic union- It is a common market with unified monetary and fiscal policies, including a common currency.

Political union- It is the ultimate stage of integration, in which members become one nation. National governments cede sovereignty over economic and social policies to a supranational authority, establishing common institutions and judicial and legislative processes—including a common parliament. Countries can start with any of these arrangements, but most begin by removing impediments to trade among themselves. They then introduce deeper and wider integration mechanisms.

7.2
Benefits of Regional Integration

The benefits of regional integration are gains from new trade opportunities, larger markets, and increased competition (Venables 2000; World Bank 2000b). Integration raises returns on investments, facilitate larger investments, and induce industries to relocate. Regional integration can commit governments to reforms, increase bargaining power, and enhance cooperation. It can provide a framework for coordinating policies and regulations. Helps ensure compliance, and provide a mechanism of collective restraint.  Helps to prevent and resolve conflict by strengthening economic links among themselves and by including and enforcing rules on conflict resolution where political instability and conflict remain major problems so as to improve & bring sustainable security.

From the economical point of view, from ‘’COMESA: A Gateway to Investment’’, the benefits of regional integration helps for 
· More efficient allocation of resources;

· Better capacity utilization due to larger market;

· better quality due to increased competition;

· Increased product diversity; &

· Harmonized market reduces costs of doing business.
Gizaw Molla, Director General Ethiopian Export Promotion Agency in his presentation under the title ‘’COMESA and the Ethiopian Business’’ October 2003, benefits of regional integration under the COMESA arrangement, were listed as follows

· Results in a more efficient allocation of regional resources;

· The large market promotes competition leading to better quality, fair-priced goods;

· competition also accelerates the process of technological change; 

· The larger market encourages longer production runs and better, cost-effective utilization of production capacity; 

· The single market with harmonized policies improves market access and reduces, for instance transport and communication costs;

· Regional consumers benefit from greater product diversity; 

· Integration under COMESA with a common external tariff can act as a learning and adjustment period for 'infant' firms as they prepare to complete globally; 

· The large market acts as a stimulus for investment; Acts as a device for binding and committing Member States to certain economic reforms thus increasing their credibility; 

· Acts as a signal to partners that member countries are willing to play by collective rules;

· Increases Member States' bargaining power with third parties; 

· Acts as a co-ordination mechanism for taking up collective positions; and 

· Provides a forum for co-operation in matters of peace and security.

To sum up, regional integration and cooperation can help overcome constraints arising from small domestic markets, raise productivity and diversify production and exports. Create competition, attract domestic and foreign investment. Integration helps to strengthen cooperation in international negotiations, increase countries’ bargaining power and visibility. By pooling different resources/water, skilled manpower, natural deposits, etc./  and exploiting them, integrated countries can devise common solutions and use resources more efficiently to achieve better outcomes.

7.3
Major Regional Economic Groups in Africa in particular Common Market for Eastern and Southern Africa (COMESA)
There are five major economic groups in Africa. They are- Arab Maghreb Union (UMA); Common Market for Eastern and Southern Africa (COMESA); Economic Community of West African States (ECOWAS); Southern African Development Community (SADC) & Communaute Financiere Africaine (CFA) Franc Zones. 

Common Market for Eastern and Southern Africa (COMESA), in terms of population and market size is one of the continent's largest economic groupings. The PTA Treaty envisaged its transformation into a Common Market and, as such, the Treaty establishing COMESA was signed on 5th November 1993 in Kampala, Uganda and was ratified a year later in Lilongwe, Malawi on 8th December 1994. 

As of March 2006, COMESA covers 20 member states, namely:  Angola, Burundi, Comoros, D.R. Congo, Djibouti, Egypt, Eritrea, Ethiopia, Kenya, Madagascar, Malawi, Mauritius, Namibia, Rwanda, Seychelles, Sudan, Swaziland, Uganda, Zambia, and Zimbabwe. 

In pursuit of the aims and objectives stated in Article 3 of the COMESA Treaty, and in conformity with the Treaty for the Establishment of the African Economic Community signed at Abuja, Nigeria on 3rd June 1991, the member States of COMESA have formulated 10 principles. 

a) equality and inter-independence of the member States;  (b) solidarity and collective self-reliance among the member States; (c) inter-State co-operation, harmonization of policies and integration of programs among the member States; (d) non-aggression between the member States; (e) recognition, promotion and protection of human and people's rights in accordance with the provisions of the African Charter on Human and People's Rights;  (f) accountability, economic justice and popular participation in development;  (g) the recognition and observance of the rule of law;  (h) the promotion and sustenance of a democratic system of governance in each member State;  (i) the maintenance of regional peace and stability through the promotion and strengthening of good neighborliness; and  j) the peaceful settlement of disputes among the member States, the active co-operation between neighboring countries and the promotion of a peaceful environment as a pre-requisite for their economic development. 

Goals of COMESA include: 

· Economic prosperity through regional integration

· Promotion of trade within COMESA through removal of all internal trade tariffs and barriers, including a free trade area.

· Introduction of a common external tariff structure for trade outside of COMESA.

· Eventual economic and monetary integration.     

7.4
Implementation Status of COMESA Programs in   Ethiopia

Ethiopia is a founding member of COMESA. In order to implement and monitor the common market program, National COMESA Program Steering Committee composed of Ministers drawn from six ministries and three government organizations have been formed. Namely, Ministers of - the Ministry of Finance & Economic Development (MoFED) –Chairperson, Ministry of Foreign Affairs, Ministry of Trade & Industry, Ministry of Infrastructure, Ministry of Agriculture, Ministry of Justice. And from government organizations - Ethiopian Investment Authority- General Manager, National Bank of Ethiopia Governor, & Ethiopian Customs Authority - General Manager as members.  

Furthermore, in order to monitor the implementation of the COMESA program and also to formulate new cooperation program for the Ministerial Committee, a technical committee was set up. This committee is chaired by the multilateral cooperation department of MoFED which consists of department heads of the above mentioned ministries & organizations. With regard to implementation status the following activities were performed.

· The COMESA Treaty was ratified and incorporated in the national law; 

· Ethiopia is the founding member of the PTA/COMESA bank. The National Bank of Ethiopia is the founding member of the clearing house.
· Operations of the Free Trade Area- ‘’THE STUDY OF THE IMPACT OF COMESA/FTA’’ Final report was submitted in December 2002 to the Federal Democratic Republic of Ethiopia Ministry of Finance and Economic Development. This document still now is further under review and discussion. After finalization it is expected Ethiopia will make its official position. Although requested assistance from the Secretariat to assess the impact of revenue losses arising from trade diversion;

· Ethiopia has refused to meet the minimum tariff reduction of 60 per cent and instead offers only a 10 per cent tariff discount to COMESA member states; 

· Common External Tariff and Customs Union- Ethiopia have submitted its comment to the Secretariat. The maximum tariff rate is reduced from 40% to 35%

· As to rules of Origin, the chamber of Commerce certifies the certificate of origin, the originals bearing the names, signatures and the stamp of the authorized official have been sent to the Secretariat.

· Uniform Procedures for Clearing Goods - the COMESA - CD and the HS 2002 Version are introduced in the system.
· Automated System of Customs Data Management (ASYCUDA)- ASYCUDA 2.7 version is adopted and are in the process of introducing ASYCUDA++
· National Frameworks for Competition Policy- competition policy was not given as much attention and only 1960 Commercial Code refers to unfair commercial competition, particularly Chapter 2 Section One Article 133 which lists causes of unfair competitions. Trade Practices Proclamation had been issued.  It highlights the importance of competition to tackle restrictive trade practices and unfair competition.

· Industrial Sector - Ethiopia had already submitted its comments on the Regional   Industrial Strategy to the Secretariat.

· Sub Regional Projects - Ethiopia has submitted sub-regional projects in Agriculture, infrastructure and industry sector to the Secretariat.
· Transport and Communication-in relation to these the issue is being studied by the concerned government institutions

· In order to promote sub-regional co-operation and development, differently institutions have been constructed in member countries. Therefore, the COMESA Leather Institute in Ethiopia is one of them.

7.5
Problems and Prospects Ethiopia with COMESA

In Ethiopia the leading export product is coffee, oilseeds, and raw skins of sheep and lambs. Other exports include cotton, vegetables, fruits, and cut flowers. Products with the greatest potential for growth in the short to medium term are primarily in the agricultural, light manufacturing, energy, and services sectors. But there are challenging areas that need attention and solution.
Economic integration based on comparative advantages will benefit to cost effective utilization of production capacity. Forming single and large market based on competition leads for the availability of better quality and fair priced goods. It improves internal and regional market access, reduces different costs, attract investment and regional consumers benefit from greater product diversity. All these positive aspects will stimulate and make alert the country and the business men at large in order Ethiopian economy to be competent in regional and global market. At current situation, unless there is not a potential for competitiveness, the meaning and fruit of integration will not be seen as instrument of development in Ethiopia. This is due to the following stated problems.
· Back ward system of agricultural practices, low quality outputs, less surplus products for markets, mostly production is not market oriented;

· High cost of imported inputs that does not allow competitiveness;
· Dependence on a few primary exports like coffee, oilseeds, hides, skins etc

· Mostly industries are import-substitutions; products can’t compete in regional markets in terms of high productivity/less tradable goods/ and high quality. Therefore, the market is dependant on foreign import; 

· Low income levels of the population contribute small and fragmented national markets; 

· Lack of and inefficient use of capital;

· Business environment and economic freedom not correlate with market economy concept;
· Limited access to information, technology and finance
· Social instability due to famines, diseases, migration of skilled labor and population displacements have continuously depleted human resources and reduced productivity. 

· Structural problems in the banking and finance sector also contribute to limited access to credit and foreign exchange, inhibiting investment and development of export industries

· Huge external debt and shortage of foreign exchange will not give chance to have modern and capital intensive technologies or access to modern technology and technical know-how that contribute to boost production; 

· Underdeveloped and inadequate infrastructure, transport problems; 

· Internal and boarder conflicts have not create secured climate and stability to promote self-reliance and reduce dependency and attract internal and foreign investment in production;

As it is known, Ethiopia’s major source of revenue is generated from customs duties. Elimination of tariffs reductions in the short run affects loss of government revenue. Therefore all tariff removal in the short run is unexpected.  
Ethiopia to be fully active member and competent in COMESA, to certain extent needs to reduce/remove its problems related to finance, production and marketing. Need to have competition policy and law that suits & attracts internal, regional & international actors in the market. Needed to monitor, evaluate and make analysis on short-term benefits as well as long-term development effects that have not yet shown up. At the same time need to monitor and evaluate programs and agreements of COMESA from the viewpoints of Ethiopia benefits. 

In conclusion, Ethiopian economy with their small domestic markets, non-diversified production bases, underdeveloped infrastructure and inadequately skilled human capital, financial constraints, etc give only little chance of competing regionally and globally. So there is a need to capacity building assistance, technical and financial support and co-operation. Need to formulate and promulgate appropriate policy and law. Need to create enabling and equal level playing ground/ environment for the business community so as the people and the country to benefit.

Chapter 8: 

Consumer Protection Law

Ethiopia doesn't have consumer protection law in a consolidated or codified form. This doesn't, however, mean that there is no consumer related legislations at all. It is possible to consider Consumer Protection Laws in Ethiopia as a Conglomerate of various legal rules that are found being scattered in the various branches of the law. Accordingly, principles of laws contained in the civil, commercial, penal laws and other sect oral issue and specific legislations. To mention few of these market regulatory laws: 

· The Civil Code (1960) regulates contract and extra-contractual liability; 

· The Commercial Code (1960), regulates the various commercial transactions including company formation dissolution, and operation and general provisions on trade name and trademark; 

· Classification of Hotels, Pensions and restaurants Regulation (1985); 

· The Regulation of Domestic Trade Proclamation (1987); 

· The licensing and supervision of Insurance Business Proclamation (1994); 

· Monetary and Banking Proclamation (1994); 

· Privatization Agency Proclamation (1995); 

· Proclamation on the Powers and Duties of Quality and Standardization Authority of Ethiopia (1997);  

· The Commercial Registration and Licensing Proclamation (1997); 

· Intellectual Property Law (2002); 

· Investment Proclamation (2003) (as has been amended several times); 

· Patent Law (2001); and 

· Copyright Law (2003). 

These laws have practical application almost on daily basis to protect the interest of consumers from any form of abuse. Lack of consolidation of these laws for the specific interest of the consumers have created a confusion as to the very existence of the law itself and the law has been inaccessible for easy reference so that the consumer can easily identify the law and assert its right on that basis. 

For further analysis of its interface with the competition regime also, lack of data and the problem of naming of court files under the title of competition cases, it is almost impossible to deal with its interface with the competition regime.      
Chapter 9:

Findings of the Field Survey
AHa Ethiopian Consumer Protection Association (AHaECoPA) being as a competition advocacy is working closely in collaboration with the Consumer Union Trust Society (CUTS) in area of Competition Policy and Law in Ethiopia. 

To conduct primarily research on the Competition Policy and Law a total of 200 questionnaires were distributed to six Regional Administrative towns /Adama, Awassa, Bahir Dar, Gondar, Gambella, Harar and Mekale/and two chartered towns/Addis Abeba and Diredawa/. 

Out of them 156 (78%) were returned. Out of returned questionnaires, some of the questions weren’t wholly or accordingly responded.  

9.1 Identification of Respondents
Sex 

Among 156 respondents male were 136, female 13 the rest 7 didn’t respond. Most respondents’ 97 in number their age ranges between “25-50”(92.4%). Education wise, Degree holders’ made 126(80.8%), Diploma 25(16.0%) and no response 5(3.2%). 

Field of study

Out of 156 respondent’s 147 are in 37different field of studies. The rest 9 didn’t mention their field of study. Major field of studies and numbers within that field is indicated in brackets. Detailed are as follows:- economics(24), management(24), accounting(13), law(11), & social administration(8).

Employment 

Employment wise, 108(69.2%) are government office workers, non-government 26(16.6%), self-employed 11(7.1%), and no response 11(7.1%). 

Occupation

There were 54 different occupation groups that make 77(49.3%) in number. The rest 79(50.7) didn’t mention their occupation.
Marital status

As to marital status, 90(57.7%) were married, 57(36.5%) single, 2(1.3%) widowed and separated and 7(4.5%) didn’t mention. Respondents address - in Addis Ababa -77(49.4%) & in others Regional Administrations are 79(50.6%). 

Citizenship

As to citizenship 142(91.0%) were Ethiopians and the rest 14(9.0%) are foreigners.

9.2 Presentation and Analysis of Data

The presentation and data analysis was based on 32 questions distributed. Based on question number 8, those who said “yes” 34 in number have answered up to question number 13. Those who answered question number 8 “no” and “can’t say/don’t know were skipped to answer to question number 14.

Those who answered question number 14 ”yes” 116 in number continued to answer up to question number 25. Those who answered question number 14 “no” and “can’t say/don’t know were skipped to answer to question number 26.

Those who answered question number 26 “yes”128 in number have given answer to question no.27. Those who said “no”, “can’t say/don’t know and “no response” total in number 28 were skipped to answer to question number 28.

Analysis

In Ethiopia the prevalence of anti-competitive practices & the consumers’ affection by it is significantly. The most, 4 prevalent anti-competitive practices in the markets are unfair trade practices, collective price fixing, entry barrier and bid rigging. Among them unfair trade practices & collective price fixing are the major ones. The sectors that are most affected by such practices as to their degree of affections are services, industry, agriculture and trade.  

The presence of rules, regulations or laws to check anti-competitive practices is only known by 21.8( of respondents. 

As to the sufficiency of existing rules, regulations and laws to check anti-competitive practices only 20.6% said yes. Therefore, there is a need for enactment of comprehensive law to check anti-competitive practices. This was confirmed by 74.4% of the respondents. As to respondents 85.3% of them said that the objective of law should focus on economic efficiency and consumer welfare. As to coverage of the law, 65.5% of respondents said that, the law should cover all types of enterprises and persons and all areas of commercial activity.

The type of implementation mechanism/competition authority (CA) to have in the country, 63.0% of respondents said Autonomous CA. The powers that CA should have as to respondents, the majority 42.2% said both investigation and adjudicative & 37.1% investigative only with adjudicative power vested with courts. As to whether CA should deal with unfair trade practices/consumer protection issues or not, 91.4% respondents said yes.

82.1% of respondents underlined that the involvement of different stakeholders in CA functions especially in advocacy/publicity. 

As to violation(s) of the law to be criminalized, 49.1% of respondents said in all cases & 45.7% of them in some cases.

As to the question whether should businesses have to balance their profit motives with consumer welfare (CW)? 71.7% of the respondents said should maintain a balance.

At last the respondents give comments to improve the extent of competition in the Ethiopian market. These are

· joint judiciary action by government and consumer protection association;

· awareness creation on the notion of free market verses competition policy and law;

· strengthened government measure towards enabling environment;

· establish Aha ECoPA branch offices in all regional governments;

· enforcement of effective consumers protection law;

· avoid party statal and government involvement in business; and 

· to consider socio-cultural situation of the society.

Details answers for forwarded questionnaires s are presented next.

The prevalence of anti-competitive practices in Ethiopian market, as to respondents, 14 said insignificantly, 60 moderately, 66 significantly, 12 hugely and 4 no response. 

The consumers’ affection by anti-competitive practice, the respondents have different perceptions.  27 of them replied insignificantly, 27- moderately, 90-significantly & 12- hugely.

The most, 4 prevalent anti-competitive practices in Ethiopia markets and in order of importance are. 

· Unfair trade practices- no. of respondents 82

· Collective price fixing - no. of respondents 69

· Entry barrier - no. of respondents 62 and

· Bid rigging- no. of respondents 60

The sectors that are most affected by such practices and number of respondents in brackets are as follows:- service(38), industry(34), agriculture(31) and trade(22).  

Anti-competitive practices that are prevalent at local level or in some parts of the country are

· Unfair trade practices- no. of respondents 59

· Collective price fixing - no. of respondents 53

· Bid rigging- no. of respondents 50 and

· Price discrimination - no. of respondents 43 

Anti-competitive practices that occur at national level are

· Bid rigging- no. of respondents 51 

· Unfair trade practice- no. of respondents 50

· Collective price fixing- no. of respondents 47, and 

· Price discrimination- no. of respondents 28.

As to origination of anti-competitive practices from outside the country, 64(41%) respondents said yes, 23(14.7%) no, 57(36.5%) can’t say/don’t know and 12(7.7%) gave no response. 

Among 156 respondents, those who know the presence of rules, regulations or laws to check anti-competitive practices, which said yes, were 34(21.8%). The rest 122(78.2%) answered differently. Who said no were 44(28.2%), can’t say/don’t know 71(45.5%) and 7(4.5%) gave no response. 

Those who said yes, 34(21.8%) have mentioned some of rules, regulations or laws to check anti-competitive practices. They were:- Proclamation No. 329/2003, Quality Control Directives, Weight Control Directives, Civil Code, Criminal Code, Commercial Code and Transport Tariff. 

Among “yes” respondents, sanctions to be taken if these rules are violated, 4(11.8%) respondents said yes, always; 17(50.0%) yes, sometimes; 6(17.6%) no and 7(20.6%) respond can’t say/don’t know.

As to 26 respondents, agencies that provide justice to consumers’ were, Government Institutions (1), Investigation Commission (2), QSAE (6), MoT & Trade Bureaus (7), Courts (7), Lawyers (2) and Police (1). Among the mentioned agencies, governmental are 24(92.3%) and private 2(7.7%).

As to the sufficiency of existing rules, regulations and laws to check anti-competitive practices, 7(20.6%) said yes, 23(67.6%) no and 4(11.8%) respond can’t say/don’t know.

Totally among the 156 respondents, who underlined the need for enactment of comprehensive law to check anti-competitive practices, 116(74.4%) said yes, 12(7.7%) no, 13(8.3%) said can’t say/don’t know and 15(9.6%) no response.

Out of 116 respondents, 99(85.3%) said that, the objective of law should focus on economic efficiency and consumer welfare, 9(7.8%) said it should consider other socio-economic issues:   7(6.0%) can’t say/don’t know and 1(0.9%) no suggestion. 

76(65.5%) respondents said that, the law should cover all types of enterprises and persons and all areas of commercial activity; 35(30.2%) no and 5(4.3%) said can’t say/don’t know.

As to who should be exempted from the law, out of 116 only 38 respondents react on the question. 9(23.7%) said it should belong to small and medium enterprises; 7(18.4%) to state owned enterprises; 11(28.9%) to public utilities; 9(23.7%) to export oriented units & 2(5.3%) no suggestion. 

The type of implementation mechanism/competition authority (CA) to have in the country, 73(63.0%) respondents said Autonomous CA; 41(35.3%) Agency under relevant govt. Dept./ Ministry; and 2(1.7%) no suggestion. 

The powers that CA should have as to respondents, 49(42.2%) said both investigation and adjudicative; 22(19.0%) investigative only with adjudicative power vested with separate authority; 43(37.1%) investigative only with adjudicative power vested with courts; and 2(1.7%) said can’t say/don’t know. 

Whether CA should deal with unfair trade practices/consumer protection issues or not, 106 (91.4%) respondents said yes and 10(8.6%) no.

As to the questions to specialized sectored regulators such as electricity, telecommunications, etc to be given power to handle such issues or should such powers be given to the CA, the respondents reaction was as follows- 33(28.4%) said yes, for some, with CA entrusted with overall power; 38(32.8%) yes, for some, with the CA coordinating them; 24(20.7%) yes, for many of them, with the CA entrusted with overall power; 21(18.1%) yes, for many of them, with CA coordinating with them. 

As to violation(s) of the law to be criminalized, 53(45.7%) respondents said yes, in some cases, 57(49.1%) yes, in all cases; 2(1.7%) no and 4(3.5%) said can’t say/don’t know.

In relation to exemption on public interest ground (e.g., technological advancement, protecting interest of SME’s of socially disadvantaged groups, employment) - 67(57.8%) respondents said yes; 32(27.6%) no and 17(14.6%) said can’t say/don’t know. 

In order to protect such provisions against misuse/abuse 80(69.0%) respondents said through well-defined guidelines and 36(31.0%) through judicial scrutiny.

As to the law provisions to ensure right to private action 78(67.2%) respondents said yes; 17(14.7%) no; 21(18.1%) can’t say/don’t know.

The involvement of different stakeholders in CA functions especially in advocacy/publicity out of 156 respondents, 128(82.1%) said yes; 11(7.1%) no; 9(5.7%) can’t say/don’t know; and 8(5.1%) no response. 

According to respondents, the involvement of different stakeholders in CA functions especially in advocacy/publicity will be done in different ways. 48(37.5%) said by occasional public hearings; 73(57.0%) through a structured consultative committee and 7(5.5%) said through seminar, workshop, public debate.

As to the question whether should businesses have to balance their profit motives with consumer welfare (CW)? 11(7.1%) of respondents said profit motive only; 21(13.5%) profit, but CW sometimes; 112(71.7%) maintain a balance; 7(4.5%) said can’t say/don’t know and 5(3.2%) no response.

As to the existence of state monopolies in Ethiopia, 123(78.8%) respondents said yes; 15(9.6%) no; 12(7.7%) said can’t say/don’t know and 6(3.9%) no response. 

In relation to state owned monopolies indulgence in anti-competitive practices, 94(60.3%) respondents said yes; 18(11.5%) no; 30(19.2%) said can’t say/don’t know and 14(9.0%) no response.

Major state-owned/private enterprises in Ethiopia that have indulged in anti-competitive practices and number of respondents (in brackets) are as follows:-

ETC(62), EEPCo (56), Agro-Industries(10), National Bank of Ethiopia(13), Housing Agency(1), Sugar factories(19), Cement factories(31), Media(12), Agricultural Inputs Supply Enterprises(8), Party statals(23), Ethiopian Airlines(13), Addis Ababa Water & Sewerage Authority(15), City Bus(10) and Postal services(6) were among mentioned.

When any competitive practice encountered the respondents react differently. 18(11.5%) said seek help from Local Councils; 22(14.1%) seek help from Police; 24(15.4%) seek help from judiciary; 42(26.9%) seek help from consumer organizations;  50(32.1%) would do nothing.

At last the respondents give comments to improve the extent of competition in the Ethiopian market. These are

· joint judiciary action by government and consumer protection association;

· awareness creation on the notion of free market verses competition policy and law;

· strengthened government measure towards enabling environment;

· establish Aha ECoPA branch offices in all regional governments;

· enforcement of effective consumers protection law;

· avoid party statal and government involvement in business; and 

· to consider socio-cultural situation of the society.

In a net shell, majority of the respondents felt that, anti-competitive practices are on the way in Ethiopia. These should be curbed, by establishing an Autonomous Competition Authority (ACA), by promulgating policy and laws that will actively regulate it. In order to set in place and ongoing to improve competition in Ethiopia, the above-mentioned comments should be taken into account. This, at last may help and benefit the business community; consumers and the country at large.

Chapter 10:

Conclusion And Recommendation 

Broadly speaking, an effective competition Policy and Law enhance economic efficiency and Consumer welfare. To do this, it requires almost and considerable attention and indomitable spirit of the government to reverse the environment of widespread state intervention in economic activities both internal and external. 

Internally, adoption of liberalization policies to speedup the privatization pace and, the fact that most privatized entities in the utility sector are natural monopolies, highlight the importance of a solid competition policy framework to elicit the most favorable efficiency and welfare effects of liberalization and privatization.

Externally, the massive international merger wave and its potentially negative impact on market contestability posit a case for competition law to equip, develop developing countries with a tool to deal with the increased market power of multinational companies and their possible abuse of dominance.

To Formulate and design effective competition policy and law the stage of development that an economy is at, its specific development needs and its institutional endowment, including effectiveness of government and governance mechanisms to control corruption and unfair trade practices should be taken in to account.

It a clear that “one-size fits- all” approach to competition policy and law is a fallacy. The level of economic development, socio-cultural and political realities has to be considered. Aside from the pressing issues, which may be considered as requiring higher priority like HIV-AIDS, housing, poverty, education and the like, the government has to be committed to formulate and design competition policy and law. 

Considering, the importance of consumer right to equity, social justice, and economic advantage the government has to seriously work on the area of competition law with enthusiasm to protect its consumers from anti-competitive practices. Moreover, government should incorporate consumer views and interests especially, those of women and children in all levels of policy formulation and decision making process, through specific channels and mechanisms. 

The society by in large, has to support and facilitate the competition policy and law exercise and speeding its process.

The Ethiopian consumer protection Association (ECoPA) has to make a pressure to the formulation vagarious and vibrant competition policy and law, which is imbued with the level of economic growth of the country. The association also has the interest of promoting the proper execution of trade practice proclamation (TPP) 0f 239/2003 through representation and delegation at all level of authoritative government. 
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These causes relate mostly to consumer protection. They include misleading advertising, discrediting the undertaking, products or commercial activities of competitors, and penalties are mostly civil. 
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