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Executive Summary

The Ethiopian government’s 
vision is to transform the 
country into a lower middle 
income industrial economy 

by 2025. To achieve this, the economy 
would need to maintain real GDP 
growth rates of about 11% per annum, 
while the extractive sector would 
need to develop at 32.8% annually. 
Ethiopia is rich in both precious and 
industrial mineral deposits which have 
not as yet been sufficiently harnessed 
to national advantage. This ambitious 
transformation calls for mining to 
play a seminal role in productivity 
growth in the industrial sectors, 
mainly agriculture and manufacturing, 
by exploiting its mineral resources 
more fully. The second Ethiopian 
Growth and Transformation Plan 
(GTPII) seeks to raise the contribution 
the mining sector makes to Gross 
Domestic Product (GDP) from the 
current 2% to 10% by 2025. To this 
end, the Government has prioritised 
local content (LC) development as 
an integral part of its growth and 
transformation plans. 

To realise this objective, the 
government requested the support of 
the African Development Bank (AfDB) 
to conduct an in-depth assessment of 
local content potential in Ethiopia’s 

mining sector. 

The study adopted a broad definition 
of local content, based on production 
linkages laying  the foundation for 
economic growth, diversification and 
industrialisation. The competitiveness 
of production linkages depends on 
factor productivity, research and 
development (R & D), skills and 
endogenous entrepreneurship and 
the presence of a supportive policy 
environment. The study used this 
contextual approach to evaluate the 
role and state of mining’s local content 
in production linkages in Ethiopia. 

Main findings of the study

Many development plans and policies 
were found to already support local 
content but they would benefit from 
improved alignment and coordination. 
The draft mineral resources 
development policy, together with 
mining proclamations and regulations 
require further evolution to provide 
a clear legal regime to fully support 
Ethiopia’s strengthened vision for 
growth and transformation. Areas 
of improvement for alignment with 
the national development objectives 
include: 
a. a specific mining fiscal 
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and taxation regime that is 
competitive, predictable and 
consistent; 

b. the integration of  the mining 
sector into manufacturing and 
other industrial sectors through 
substituting the imports of 
raw materials and intermediate 
materials needed for production; 

c. increased R & D investment 
specific to mining and minerals; 

d. an improved support system  
enshrined in regulation to grow 
the artisanal and small scale 
mining (ASM)  sub-sector; and 

e. a strategy for improved local 
value addition especially in the 
gemstone and jewellery value 
chains.

The main challenges limiting local 
content development are a poor R 
& D base with limited geological 
knowledge and the absence of 
technological capacity and expertise in 
mineral processing. The contribution 
of artisanal and small mining to local 
development is hampered not only by 
the lack of a clear legal regime, but 
also weak local technical skills. This 
is partly due to poor connections 
between industry and education and 
training (E & T) institutes to ensure 
a strong pipeline of appropriate 
specialist skills in the sector. The main 
issues deterring domestic industrial 
manufacture by SMEs are a lack of 
technical entrepreneurship, expertise 
and project finance, all of which could 
be addressed systemically. 

 To promote entrepreneurship and 
employability in the sector through 
introducing education and training 
programmes developed in collaboration 
with industry; to expand experiential 
learning and fully integrate the mining 
sector into the national innovation 
system.  

v. To enhance the policy and regulatory 
framework to encourage increased 
local content in the sector through 
increased alignment with the national 
growth and transformation strategy 
and resolving regulatory issues 
between the federal and state levels.

vi. To improve productivity and 
competitiveness in the sector 
through a combination of 
increased investments in R 
& D, judicious use of import 
and export tariffs, improved 
infrastructure in mining areas 
and securing electricity supply 
for industrial production.

vii. To map capabilities of 
indigenous firms and identify 
appropriate opportunities 
and synergies in mining and 
manufacturing conducive to 
their participation. Further 
consideration should be given 
to introducing programmes to 
facilitate access to technology 
and finance for SMEs through 
both joint ventures and 
investment funds. 

viii.  Opportunities in the Artisanal 
and Small Scale Mining sub-
sector could be unlocked 
through dedicated skills- 
building programmes, the 
development of aligned mining 
and mineral processing centres 
in ASM areas and adoption of 
policy, regulatory and reporting 
provisions at federal, state 
and woreda (district) levels to 
reduce complexity. 

01

03 0504

02

Recommendations
The  report makes five recommendations 

aimed at reducing barriers to entry for local actors: 
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Introduction

Ethiopia’s Growth and 
Transformation Plan (GTP) II 
seeks to propel the country 
to a lower middle-income 

status by 2025 through a gradual 
transition from an agricultural to an 
industrial led economy. Currently 
agriculture is the primary driver of 
economic growth, accounting for 
46% of total Gross Domestic Product 
(GDP), 80% of employment and 85% 
of export revenues. The process 
of transformation to an industrial 
economy will require strategic linkages 
with all sectors of the economy. 
Ethiopia’s significant mineral resource 
is well positioned to be a driver of this 
transformation.  Current estimated 
reserves for some of these are:   gold 
(200 metric tonnes), potash (1.3 billion 
metric tonnes), sodium carbonate (400 
million metric tonnes) and phosphate 
(181 million metric tonnes) . Annual 
gold exports alone account for about 
US$500 million to the Ethiopian 
economy but this is believed to be a 
fraction of the potential value of these 

national assets. 

The intention is to make interventions 
in the mining sector to increase its 
contribution to GDP from the current 
2% to 10% by 2025 by  implementing 
a number of strategic projects. 
The Southern Ethiopia’s Geological 
Greenbelt already hosts two gold 
mines. Several local and international 
mining companies are undertaking 
gold exploration in the country 
including:

i. Newmont Gold in northern 
Ethiopia;

ii.  Ezana Mining, a local mining 
company operating in the 
Northern part of the Tigray 
region;

iii.  KEFI Minerals (Ethiopia) Ltd., 
a British-owned company with 
operations in the Western part 
of the Oromia region;

iv.  Ascom Mining Ethiopia, 
prospecting for gold and base 
metals since 2014 which 

CHAPTER

01
discovered ore reserve in the 
Benishangul region; and

v. For potash, a license has been 
granted to Allana Potash to 
commence operations. Proven 
and probable reserves could be 
as much as 94 million metric 
tonnes containing 29% potassium 
chloride (KCl). 

The Ethiopian government sees an 
opportunity for artisanal and small 
scale mining to be a key driver of 
overall growth in the mining sector 
and has therefore identified the ASM 
sub-sector as a priority. The Ministry 
responsible for mines estimates 
more than 1 million people are today 
engaged in ASM activities. Indirect 
beneficiaries are estimated to include 
between 5 to 7 million people or a 
significant 5 -7 % of the country’s 
total population.

The industrial sector, mainly 
comprising agriculture, leather and 
textile production, glass manufacture 
and pulp and paper industries are 
all import-intensive. This is despite 
Ethiopia’s substantial industrial 
mineral deposits, which if properly 
harnessed could substitute much 
of the existing import needs. These 
imports represent substantial cost 
to the economy amidst crippling 
foreign exchange shortages, and 
limit industrial output and export 
competitiveness. Ethiopia imported 
US$381 million worth of fertilizers in 
2017 (United Nations COMTRADE). 
Existing potash and phosphate 
resources could  provide much 
needed fertilisers, soil conditioners 
and agricultural chemicals. The 
agrochemical industry could even 

eventually substitute for industrial 
chemicals. There is potential in other 
industries too. The pharmaceutical 
market, for example, is projected to 
grow at 15% per year to reach nearly 
$1.8 billion by 2025. Ethiopia’s clay, 
bentonite and sodium carbonates can 
serve as inputs for the pharmaceutical 
industry serving the health needs of 
a 110 million population, currently 
growing at an annual rate of 2.3%. 

The report’s findings span seven 
sections. Section 3 provides a 
conceptual view of the literature on 
local content covering production 
linkages, economic diversification and 
structural change in Ethiopia. Section 
4 assesses Ethiopia’s plans, policies 
and legislative environment for 
compatibility relative to local content 
development. Section 5 reviews 
Ethiopia’s economic performance, 
particularly in the industrial sectors, 
and the implications for local 
content development. Section 6 
presents a perspective on Ethiopia’s 
resource potential and the available 
opportunities for replacing imports 
with local production in industrial 
sectors. It includes an analysis of 
stakeholder perspectives on local 
content development in Ethiopia 
gathered from original research 
conducted by a combination of field 
surveys and interviews. Finally, Section 
7 summarises the issues hindering 
local content development in Ethiopia 
and proposes a practical framework 
to address them. The proposed 
measures are prioritised based on 
potential impact and feasibility 
of implementation. This approach 
facilitates targeted implementation 
over time. 
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CHAPTER

02

The main objective of the 
study was to develop a 
framework for designing 
and implementing local 

content policies in Ethiopia driven by 
the mining sector. The full terms of 
reference (ToR) are provided in Annex 
1. The scope of work included:

a. A broad literature review 
including:
i.  Local content literature;
ii. Ethiopia’s development 

goals and plans, and 
policies and legislation 
relative to local  
content development;

iii.  Ethiopia’s economic space, 
its industrial structure, and 
sources of growth and  
transformation;

iv. Current and previous local 
content efforts in Ethiopia; 
and

v.  Ethiopia’s mineral potential, 
mining activities and 

potential to contribute to 
local  content, industrial 
growth and transformation;

b. Field visits to map stakeholder 
understanding of LC 
development, key challenges 
and  opinions on LC priorities;

c.  Developing a draft report and 
proposed framework; 

d.  Convening a validation workshop 
to review the proposed 
framework, and

e.  Finalising the report integrating 
feedback

The methodological approach 
comprised desk-based study using a 
combination of internet searches and 
a review of published government 
reports and other literature. The 
field survey employed a structured 
questionnaire ( Annex 3). This 
was electronically distributed to 
stakeholder constituencies including 
academic institutions, government 
ministries, operating mines, 

Objectives, Scope 
and Methodology 

international donor organisations and 
manufacturing companies spanning 
a broad range of constituencies. 
A key criteria for selecting these 
stakeholders was “stakeholders who 
have major policy, industry and R&D 
contributions to local content in 

Ethiopia”.  Twenty of the forty target 
organisations responded and 14 
were subsequently interviewed to 
explore their opinions. Annex 6 lists 
respondents and the organisations 
interviewed. 
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3.1 What is Local Content?

The term ‘local content’ (LC) is often 
used but lacks a universally-accepted 
definition. Most commonly, it refers 
to the employment of nationals and 
the procurement of domestic goods 
and services. However, LC is often 
extended to broader added value 
created by the development of the 
local workforce and suppliers of goods 
and services (IPIECA 2011). Local 
content can also have locational, legal, 
economic and social implications. 
‘Local’ could equally refer to benefits 
to communities in the vicinity of 
a project, in a district or national 
economy or even a regional economic 
community. Used relative to suppliers 
of goods and services to a project or an 
economy, ‘local’ can imply ownership 
considerations. The supplier could be 
a foreign owned ‘local’ manufacturer 
or importer, or entirely locally owned.

Figure 1 suggests that the highest 
economic value added is created 
when the supplier is locally owned 
and operated by nationals, and its 
supplies locally sourced. Conversely, 
the lowest value added can often 
arise from a foreign-owned importer 
and distributor of imports. For this 
reason, some countries consider that 
LC is fully met only when goods or 
services are provided by firms that 
are owned or controlled by domestic 
capital (OECD 2017; AfDB 2019; 
Lombe 2020). 

Local content is quite often defined 
in terms of the broad economic and 
social benefits created along the value 
chain. Such development-oriented 
definitions are particularly common 
among international development 
agencies, including the World Bank 

Local Content – 
A Conceptual   
Review

and the African Development Bank 
(OECD 2017; Tordo et al 2013; AfDB 
2017). They are particularly favoured 
by developing countries, given their 
desire to use existing  resources 
to industrialise and diversify their 
economies (Figure 2). 

Local content can also be defined 
in terms of its policy objectives for 
industrialisation and transformation. 

This could include the transfer of 
technology to domestic small and 
medium-sized enterprises (SMEs) 
and local suppliers; research and 
development (R & D) and innovation 
to improve industrial productivity 
and competitiveness; or downstream 
value addition to strengthen the 
natural resources value chain (AfDB 
and BMGF 2014; Lombe 2020; OECD 
2017; Tordo et al 2013).

Firm 4
Locally-based foreign
manufacturer or
service provider (with
no local participation)

Firm 5
Locally-based foreign
manufacturer or
service provider (with
localparticipation)

Firm 6
Local manufacturer 
or service provider
(locally owned
and operated)

Firm 1
Importer (foreign 
owned with no local
participation

Firm 2
Importer (foreign 
owned with some
local participation

Firm 3
Importer (locally 
owned and operated)

All 
manufacturing,
labour and 
service
provided locally

No local
manufacturing,
labour or service

Local participation in ownership, management and employment
   Foreign Firm                                                     Local Firm

Ex
te

nt
 o

f 
do

m
es

tic
 v

al
ue

 a
dd

ed

Figure 1: Classification of local supplier firms of goods and services

Source: Adapted from AfDB and BMGF 2014

Local Employment

R&D and
technology
Transfer

Industrialisation
Diversification
Transformation

HRD and
supplier
development

Purchase of local
goods and services

Figure 2: Examples of LC objectives relative to development objectives

Source: Author’s Illustration
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Such considerations explain why 
LC is conceptualised differently 
across countries in terms of strategic 
intent, policies and law, depending 
on a country’s development needs. 
Many of the above definitions 
might be applicable to Ethiopia 
particularly given its broad economic 
transformation plans. 

3.2 Local Content and   
 Economic Linkages

Local content is essential to creating 
industrial linkages. Domestic 

purchases of goods and services by an 
extractive project connects it upstream 
to suppliers. In turn, suppliers buy 
local inputs to manufacture their 
own outputs or products, leading 
to a multiplier effect. Similarly, the 
extractive operation is connected to 
downstream processors, who convert 
mineral inputs into intermediate 
and final products. Local content 
therefore connects mining to the 
broader economy and extends local 
employment opportunities both 
upstream and downstream (Tordo et al 
2013). Figure 3 illustrates this linkage 
effect. 

Figure 3: Linkages in the mineral industry and the relationship between firms

Source: AUC and UNECA, 2011
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Upstream and downstream 
connections are termed production 
linkages. Adding value in this way is 
critically important to the Ethiopian 
economic transformation and 
diversification (Kragelund 2016) 
goals. Lateral migration linkages 
are essentially services, goods and 
expertise that can be transferred 
into other economic sectors. (AUC 
and UNECA 2011; Kragelund 2017; 
Tordo et al 2013).Linkages such 
as infrastructure, R & D, financial 
services and telecommunications 
are essential enablers and are 
particularly important in downstream 
value addition in the mineral value 
chain due to the need identified for 
knowledge-intensive inputs such as R 
& D and technological expertise (AUC 
and UNECA 2011; Kragelund 2016). 

Production linkages are based on 
the value added to raw materials 
or intermediate production 
(Braunerhjelm 2010; Kragelund 
2017; Morris et al 2011). Their 
breadth and depth can determine 
the degree of industrial development 
and diversification in an economy. 
For this reason, Morris et al (2011) 
argue that the concept of economic 
linkages is more nuanced than can 
be implied by ownership as shown in 
Figure 1. A foreign-owned domestic 
manufacturer adding value to domestic 
raw materials or intermediates and 
employing and transferring skills to 
citizens, contributes just as much to 
production linkages and domestic 
value added. This supports the view 
that adding value to intermediates 
and raw materials is more important 
than local ownership in stimulating LC 
and industrial growth.

3.3 Local Content,   
 Economic Growth and  
 Structural Change 

Economic growth is derived in 
a number of ways: institutions 
capable of growth; investment and 
accumulated capital; productivity; and 
technological change, innovation and 
entrepreneurship  (Colander 2017; 
Braunerhjelm 2010; Hernesniemi et 
al 1996; Porter 1990.)

Local content stimulates growth 
through production linkages. These 
linkages enable product specialization 
and a division of labour leading to 
efficiencies which in turn boost 
productivity, competitiveness and 
industrial output. This concept is 
supported by a large volume of 
empirical evidence suggesting the 
strength of production linkages  
aggregates  productivity and economic 
growth (Bartelme and Gorodnichenko 
2015; Lombe 2020). This is particularly 
important for manufacturing which 
is  commonly used as a proxy for 
production linkages. An increase in 
the share of manufacturing in an 
economy directly raises aggregate 
growth. Empirical evidence shows 
that increased  productivity raises the 
competitive manufacture of goods for 
both domestic consumption and even 
more so for export markets (Lombe 
2020). 

While classical economics emphasizes 
the importance of investment and 
capital accumulation in economic 
growth, it is believed technological 
change, entrepreneurship and 
innovation are even more critical 
to productivity (Colander 2017; 
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Hernesniemi 1996; Braunerhjelm 
2010). A strong correlation has been 
found between skilled human capital, 
innovation and economic growth, with 
quality of education and level of R & D, 
especially in sciences and engineering, 
providing the greatest sources of 
innovation.  Similarly empirical 
evidence indicates that increased 
entrepreneurship, measured by 
business ownership rates, is associated 
with higher employment growth 
(Braunerhjelm 2010). This research 
indicates that while technological 
innovation creates new knowledge, 
innovative entrepreneurship is also 
required to commercialize it and drive 
productivity growth. 

These considerations hold important 
lessons for a developing economy 
like Ethiopia which has placed growth 
and transformation at the centre 
of its development, but still lacks 
the contribution of innovation and 
technical entrepreneurship. Evidence 
from the Ethiopian manufacturing 
sector points to significant limitations 
in productivity in the industrial sector, 
especially among SMEs (Shiferaw and 
Soderbom 2019).

3.4 Local Content Policy  
 Development

3.4.1 Main Issues Considered

Local content policies aim to strengthen 
the industrial production structures 
of a national economy. While unique 
to a country’s circumstances, they 
commonly include: employment and 

job creation, skills development, and 
creating production linkages through 
local sourcing of goods and services. 
They are generally designed to either 
increase the numbers of national 
workers employed in the industrial 
sector, promote higher technical and 
managerial skills of national workers 
or restrict the number of foreign 
workers (Tordo et al 2013).

Training and skills development 
help national workers acquire 
specialist skills and acquiring 
such expertise directly improves 
business competitiveness. Industry 
participation in skills development 
is hence necessary to produce 
‘fit for work’ graduates. Business 
involvement in education and training 
includes company training schemes, 
student sponsorship, funding for 
research equipment and programmes, 
and providing work experience.

Local procurement raises domestic 
industrial output through driving 
consumption, and through production 
linkages, improves the competitiveness 
of domestic manufacture. An 
underlying issue in local sourcing is 
maintaining price, quality and delivery 
time competitiveness, relative to 
international suppliers. In general 
terms, the further a policy is from 
the principle of competitiveness, 
the higher the business costs and 
sustainability risks associated with its 
implementation. Strategies to improve 
local sourcing include targets and 
margins of preference to benefit local 
suppliers of local goods and services 
(World Bank 2013).

3.4.2 Legislative Instruments for  
 Regulating Local Content

Local content control could be 
embedded in legislation, such as 
mining law and its regulations, or 
included in secondary legislation such 
as mineral development agreements 
and concessions. 

Mineral rights offer scope for 
meeting local content objectives 
by making the renewal of licenses 
conditional on achieving them. Skill 
and supplier development targets 
could be embedded in mining rights 
or subsidiary regulations and become  
legally binding and are particularly 
useful for large scale mining projects. 

The Africa Mining Vision (AMV) 
recommends competitive tendering, 
rather than applying the ‘first come, 
first served’ principle for managing 
mineral deposits containing large 
proven reserves. This allows a 
government to insist on local content  
measures as part of the bidding process 
(UNDP 2016; AUC and UNECA 2011). 
The South African Mining Charter 
(see Box 1) provides an example of 
secondary legislation where mining 
right holders are set targets for LC 
development and the broad-based 
socio-economic empowerment of 
historically disadvantaged persons 
(HDPs) (RSA 2018). The charter has 
evolved over time and could serve as 
a useful model for Ethiopia.
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2.1 OWNERSHIP

2.1.4 Equity equivalent benefit for host communities
5% equivalent of issued share capital, at no cost to a trust or such vehicle, for the benefit of host 
communities

2.0 INCLUSIVE PROCUREMENT, SUPPLIER AND ENTERPRISE DEVELOPMENT

2.2.1 Mining goods
Minimum of 70% of total mining goods procurement spend must be on SA manufactured goods with:
• 21% spent on South African goods produced by Historically Disadvantaged Persons (HDPs) 

owned/controlled companies
• 5% spent on South African manufactured goods produced by women or youth owned/controlled 

companies

2.2.2 Services
Minimum of 80% of total spend on services must be sourced from SA based companies with:
•  50% on services supplied by HDPs owned/controlled companies;
•  15% on services supplied by women owned/controlled companies
•  5% on services supplied by youth 

2.2.4 Enterprise and supplier development
Enterprise and supplier development may offset procurement obligations as follows:
• Up to 30% of total budget on mining goods
• Up to 10% of total procurement budget on services

2.2.5 Research and Development
Minimum expenditure of 70% of total 
R&D budget on SA based R&D entities

2.2.6 Processing of samples
Use of SA based facilities for analysis of 100% of all samples across the mining value chain

2.3 HUMAN RESOURCES DEVELOPMENT
Invest a minimum of 5% of leviable amount (including statutory skills development levy) on essential 
skills development

2.4 EMPLOYMENT EQUITY

2.4.1 Board - Minimum 50% HDPs of which 20% must be women

2.4.2 Executive Management – Minimum 50% HDPs at executive director level of which 20% must 

be women

2.4.3 Senior management - 60% HDPs at senior management level 25% of which must be women

24.4 Junior management – 75% of HDP in junior management of which 25% must be women 

Box 1 – Broad-Based Socio-Economic Empowerment Charter for the Mining Industry, 2018

A mining right holder must comply with the following:

3.4.3  Main Policy Tools for    
 Local Content 

Taxes and customs duties are 
commonly used to limit imports of 
goods in favour of domestic local 
content development. Imposing 
higher tariffs on finished products 

than on components incentivizes 
local manufacture and stimulates 
employment. Taxes and tariffs on 
imports also offer opportunities to 
grow industrial linkages or connections 
and hence encourage  economic 
diversification.

Figure 4 shows the typical mineral 
value chain with multiple opportunities 
for embedding LC objectives. Each 
point of sale potentially also offers a 
taxation point. Reducing taxes along 
the mineral value chain is a commonly 
used incentive to stimulate LC and 
create domestic value added. It also 
provides intermediate products into 
other industrial processes, particularly 
manufacturing, diversifying industrial 
output in this way. Conversely, high 
tariffs for imports of intermediate 
inputs and finished products is a 
disincentive that protects domestic 
manufacturers or beneficiaries along 
the mineral value chain. 

There are other ways in which the 

fiscal regime may support local content 
policies. For example, reductions in 
corporate tax may incentivize local 
entrepreneurship, training  national 
workers could be recoverable against 
capital and operational costs and tariff 
waivers given for equipment used to 
stimulate local added value. 

3.4.4   Local Content and Policy  
   Design 

Figure 5 represents a typical approach 
to developing a local content policy. 
Policy development ideally needs 
to be grounded in a research-based 
understanding of the country’s 
developmental aspirations and set a 
vision for the role of the extractive 

Figure 4:  Using taxes to stimulate domestic local content through value addition

Declining Tax Rates (e.g. Royalties), Increasing Import Duties 

Source: UNDP 2016

ProcessingMiningExploration Intermediate 
manufacture

Final 
Product
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Figure 5:  Process flow chart for LCP development

Source: AfDB 2017
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sector.  Understanding the level of 
domestic economic development, 
and developing intrinsic capacities 
to respond to local content is also 
required. This insight should include 
the structure of the economy, 
availability of skills, access to energy 
and other critical infrastructure 
and the country’s technological 
and resource bases. Local scan 
assessments are required to explore 
the most important dependencies: a 
market analysis for the components 
of local content, an assessment of the 
domestic capacity to respond to LC 
and the cost to benefit analysis of LC 
projects.

Policy design should also make an 
international scan of influencing 
factors, recognising the potential 
impact of commodity prices; industry 
trends and drivers; international 
supply chains; competition from other 
countries and trade and investment 
treaties on local content development.
A thorough review of internal and 
external issues will allow local content 
policy objectives to be refined and 
strengthened and developmental 
goals validated. Policy-makers need 
to find a delicate balance between an 
assertive approach with mandatory 
targets, and providing incentives to 
encourage investors (Tordo et al 2013). 
Mandatory targets often appear easier 
to administer than incentives which 
require good regulatory capacity 
but they also require well-defined 
domestic supplier and manufacturing 
capabilities to function properly. 

3.4.5 Summary of Key Insights

As part of broader industrial policy, 

local content policies need to 
remain coherent with the economic 
development policies that frame 
them. For example, interventions to 
increase local employment in the 
mining industry may require changes 
in labour policy, while policies to 
promote economic diversification 
may need macroeconomic policies 
attracting foreign investment or 
changes to domestic financial markets. 
Local content policies must continue 
to promote an efficient industrial 
economy and avoid replacing imported 
goods and services with uncompetitive 
domestic inputs. For this reason, it 
is often helpful to focus on specific 
products and services, without the 
complications of  technological and 
investment barriers. This permits 
the swift growth of efficiencies of 
production and productivity gains. 
Temporary measures to shelter 
domestic companies from competition 
may be necessary but this should 
never be a long term objective.

Policies should be designed to 
promote connections or linkages 
and knowledge-sharing across the 
economy. Innovation, R & D and 
knowledge extension are critical to 
LC development. Tax incentives are 
required for investment into R&D, 
skills and technology development. 
As a consequence of the need 
to provide for a consistency, the 
successful implementation of policies 
requires efficient coordination. Local 
content policies promote economic 
diversification balancing sometimes 
conflicting priorities and involving 
several ministries and government 
agencies. 
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CHAPTER

04

4.1 Ethiopia’s Vision   
 for  Development   
 and Selected Planning  
 Frameworks

Given Ethiopia’s long-term vision 
to become a lower middle-income 
economy by 2025 the intent is 
pursued through 5-year growth 
and transformation plans (GTPs), 
succeeding the plan for accelerated 
and sustained development to end 
poverty (PASDEP). The first, GTP I, 
ran from 2010/2011 – 2014/2015 
and was notable for its ambition to 
transform agriculture, the largest 
economic sector at the time, into 
the lead driver for growth and 
transformation. Mining was seen 
as a key source of foreign exchange 
earnings and industrial inputs (UNDP 
2017; FDRE 2016a). These priorities 
have persisted in subsequent planning 
frameworks.

4.1.1 Growth and 
 Transformation Plan II

GTP II runs from 2015/16 – 2019/20. 
Its overarching objective is to 
accelerate economic growth and 
structural transformation towards 
achieving of Ethiopia’s vision. Among 
its objectives are to:

i.  Maintain real GDP growth 
rate of 11% p.a. in a stable 
macroeconomic environment;

ii. Accelerate the transformation of 
the domestic private sector into 
a force for  development;

iii.  Develop domestic engineering 
and manufacturing capability 
to improve productivity; and 
competitiveness, especially 
in the priority agriculture and 
manufacturing sectors; 

iv. Strengthen capacities of the 
domestic construction industry 
and expand infrastructure 
development; and

Ethiopia’s National 
Development Strategies 
and their implications 
for local content 
development

v.  Accelerate human and 
technological development to 
support industrial innovation.

GTP II has continued the focus 
on agriculture and manufacturing 
as the main sources of structural 
transformation. Smallholder 
agriculture supports more than 
70% of livelihoods in Ethiopia while 
manufacturing is seen as a crucial 
strategy towards upgrading technology,  
improving competitiveness and export 
development (FDRE 2016a). 

GTP II sectoral growth targets are 
ambitious. Annex 2 shows that 
industry has been projected to grow 
at an impressive annual rate of 20%, 
manufacturing at 21.9%, and the 
extractive sector at 32.8% (FDRE 
2016a). While mining is seen as a key 
source of export dollars, it is also framed 
as a chief contributor to aggregate 
value added through providing raw 
materials and unfinished goods into 
the industrial sectors, especially 
agriculture and manufacturing. This 
is expected to both raise productivity 
in these sectors and lead to economic 
diversification and industrialisation. In 
short, mining is viewed as a driver of 
transformation towards an industrial 
economy through its multiplication 
effect on other sectors.

4.1.2  Home Grown Economic  
 Reform Agenda (2020 –  
 2030)

As GTP II ends in July 2020, a new 10-
year plan, ‘A Home Grown Economic 
Reform Agenda:  A Pathway to 
Prosperity’ has already been completed 
(FDRE 2019a). This aims to transform 

Ethiopia into an industrialised lower 
middle income country by 2030 by 
addressing continuing challenges. 

• Macroeconomic weaknesses: 
a high inflation rate, and 
a large current account 
deficit  arising from a high import 
dependence and poor export 
performance;

•  Accumulated public debt through 
investment in infrastructure 
projects; 

•  Structural, policy and 
institutional bottlenecks 
which limit productivity, 
structural  change and 
economic diversification;

•  Insufficient inputs and services 
for agriculture, coupled 
with an underdeveloped  
manufacturing sector which has 
limited backward and forward 
linkages and

•  A constrained mining sector 
which lacks a robust legal 
framework to manage informality 
and relationships between 
large-scale mining and local 
communities (FDRE 2019a). 

Among the main goals of the plan 
are to build economic diversification 
by encouraging the development of 
a dynamic private sector; modernise 
agriculture;  build human and 
institutional capacity; promote 
technological upgrading and 
innovation and enable an efficient 
financial market system providing 
affordable access to finance (FDRE 
2019a). 

The framework continues to emphasize 
productivity for smallholder farmers 
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to grow their commercial value chains 
(FDRE 2019a). For manufacturing, 
the plan proposes prioritising those 
sectors with strong local content to 
encourage local sourcing of goods and 
services. In mining, the framework 
proposes additional support to 
Artisanal and Small Scale Miners 
(ASM), resolving illicit activities, 
resolving political and legal issues 
between local communities and large-
scale mining projects; and diversifying 
production to encourage  growth into 
the industrial sectors. 

4.1.3  Mining Sector 10-year  
 Development Road Map

The 10–year Mining Sector 
Development Roadmap acknowledges 
the mineral industry’s tentative 
contribution to growth and 
transformation to date. Foreign 
exchange earnings have reached 
about 20% of targets while import 
substitution in the industrial sectors is 
thus far insignificant (FDRE 2019f). The 
road map forms the Ministry of Mines 

and Petroleum’s  blueprint to address 
challenges currently preventing the 
sector from reaching its full potential. 
These include political unrest across 
parts of the country which has forced 
the suspension of some mining 
operations; several high-value projects 
which require unblocking; the illicit 
trade in gemstones and gold; untapped 
industrial minerals which are potential 
sources of industrial inputs; limitations 
in geodata availability; and structural 
policy and regulatory inefficiencies 
between federal, regional and woreda 
levels (FDRE 2019f).

The roadmap’s main objectives are to:
a. Improve security in mining areas 

so that existing and new potash 
and gold mining  projects can 
proceed, driving revenue growth; 

b.  Promote both foreign and 
domestic investment into the 
mining sector through well- 
structured incentives; 

c.  Support the development of 
industries that add value to 
mineral resources especially for 
precious stones and minerals, 
and those that provide industrial 
inputs; 

d.  Increase job opportunities and 
skill levels in mining through 
training and capacity  
building; and 

e.  Strengthen policy and regulatory 
systems and reinforce the 
institutional capacities and 
competencies necessary for 
effective policy implementation. 

Institutional restructuring stresses 
the importance of skills retention, a 
coherent policy coordination structure 
across government spanning federal, 

regional states and woreda levels; 
partnerships between small 
and micro enterprises and large 
investors; and strengthening 
relationships between 
communities, government and 
investors. It further recognises 
the importance of partnerships 
with key technical and academic 
institutes, and the need to rebuild 
the geosciences laboratory and 
technology-driven data acquisition 
and analysis.

The targets set in the road map 
are ambitious. Foreign exchange 
earnings from the mineral sector 
are projected to increase from 
USD 265 million in 2020, the base 
year, to USD 17 billion in 2030, a sixty-
fold increase. Domestic investment 
is expected to increase twenty-fold 
from 50 to 1,000 enterprises while job 
opportunities created by mining are 
expected to increase from 200,000 in 
2020 to 1,600,000 (FDRE 2019f). 

4.1.4  Industrial Development  
  Strategic Plan (2013-2025)

The Strategic Plan (2013-2025) 
provides the overall framework for 
industrialization supporting Ethiopia’s 
vision for development. It identifies 
strategically important  manufacturing 
industries: textiles and clothing 
manufacture, leather production, 
the sugar industry, and the cement 
industry. 

These priority industries have 
previously been targeted for growing 
export incomes but their performance 
has to date been underwhelming 
(FDRE 2013). The causes of their 

disappointing performance are 
believed to include shortages of 
foreign exchange to import raw 
materials and spare parts; electrical 
power supply disruptions; and 
limitations to credit. The result has 
been low capacity utilization across 
the manufacturing sector, aggravated 
by poor connections and synergies 
between mining, manufacturing and 
agriculture sectors. 

The industrial policy and strategic 
plan aims to address these issues. The 
plan intends to ‘build.. an industrial 
sector with the highest manufacturing 
capability in Africa which is diversified, 
globally competitive, environmentally-
friendly, and capable of significantly 
improving the living standards of the 
Ethiopian people by the year 2025”  with 
an overall goal of effecting structural 
change in Ethiopia’s economy. The 
strategy aims to increase the share of 
industry from 13% of  GDP to 27% by 
2025, and that of the manufacturing 
sector from 4% to 17% of GDP over 
the same period. 
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4.1.5 National Plan of Action for  
 Job Creation – 2020-2025

The plan of action for job creation’s 
goal is to create 14 million jobs by 
2025. It calls for a paradigm shift 
from state to private-sector-led 
employment growth. The plan has 
six main strategic objectives (FDRE 
2019g):

a.  Adopting macro-policies to 
stimulate job growth by improving 
the private sector’s  access to 
finance and foreign exchange;

b.  Building a vibrant local private 
sector by revamping support to 
MSMEs, and improving business 
development services;

c.  Developing human capital 
to improve the employability 
of the labour force; 

support  entrepreneurship, 
and build effective connections 
between educational institutions 
and industries;

d.  Strengthening labour market 
information systems to reduce 
unfair information   asymmetry;

e.  Improving the inclusiveness 
of the labour market through 
targeted support to  populations 
currently excluded from the 
labour market; and

f. Supporting the job-creation 
potential of sub-sectors in 
agriculture, industry, and 
services.

The plan of action prioritises job 
creation in those sectors  identified as 
critical to transformation:  agriculture, 
industry, mainly manufacturing, and 
textiles (FDRE 2019g). 

4.2   The Draft Mineral   
        Resources Development        
        Policy and Legislative  
        Provisions

4.2.1 The 2019 Draft Mineral 
Resources Development Policy

The draft policy has identified and set 
out to tackle the main reasons for an 
underperforming mining sector:

a. Lack of congruence in goals, an 
absence of integrated institutions, 
and low administrative capacities 
across government levels; 

b.  Technology and human capital 
weaknesses preventing the 
emergence of a competitive 
mineral industry to supply raw 
materials into agriculture and 
industry;

c.  Low investment levels in the 
sector; and

d.  Low levels of data and 
information on the country’s 
mineral prospects.

The sector’s vision is to ‘establish 
a competitive mineral industry in 
Ethiopia, which serves the goals 
of industrial development, ensures 
equitable and sustainable social 
transformation, and sustainable 
development over the next twenty 
years’. The policy’s goals are to create 
the environment to address each issue 
by strengthening linkages with other 
sectors, adding local value, growing 
skills and capability and creating 
a strong mineral industry. (FDRE 
2019b).
  
The draft policy frames its objectives 
within a geologic context, specifying 

each mineral group’s potential 
to contribute to growth and 
transformation:

a.  Metallic minerals: discover 
precious metals, base metals 
and other metallic minerals 
to facilitate sustainable 
beneficiation and local 
manufacture of commodities;

b.  Industrial minerals: enable 
the persistent exploration and 
competitive exploitation of 
industrial minerals for use in 
manufacturing;

c.  Agricultural minerals: determine 
the potential of minerals for 
agricultural use and create the 
capacity for local manufacture 
of agricultural products for local 
and international markets;

d.  Construction materials: enable 
the sustainable mining and 
processing of construction 
materials and dimension stones 
for local and international 
markets;

e.  Gemstones: expand exploration 
and mining of gemstones 
to enhance production and 
development of the jewellery 
industry; and

f. Artisanal mining: organize and 
provide appropriate training and 
support to artisanal miners so 
that they can sustainably grow 
into small and medium scale 
mining organizations.

The draft policy has additional 
objectives relating to environmental 
protection, social issues and 
sustainable development. Also 
included is strategic thinking on 
upscaling the investment and 
marketing of Ethiopia’s mineral sector; 
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the creation of a competitive mineral 
sector; strengthening policy and 
institutional support (FDRE 2019b). 
The draft emphasizes the need to 
create a local market that properly 
uses Ethiopia’s mineral resources to 
support its socio-economic transition. 

4.2.2  Mining Proclamations and  
 Regulations

Proclamations and regulations provide 
plans and policies with the force of 
law. Several mining proclamations 
have been reviewed to examine their 
potential to support local content 
development in Ethiopia (FDRE 
2019c). 
These are:

a. Mining Operations (Amendment) 
Proclamation number 816/2013 
of 19 March 2014;

b.  Proclamation to Regulate 
Transaction of Minerals number 
1144/2019 of 15 August 2019; 
and    

c.  Council of Ministers Regulation 
to provide for mining operations - 
Regulation 423/2018 of January 
2018.   

      
The proclamations are licencing 
tools, addressing generic licensing 
procedures, such as applications, 
eligibility, penalties and revocation; 

state participation in mineral projects. 
They do not therefore contain LC 
enhancing provisions (FDRE 2009; 
FDRE 2014). 

Regulation 423/2018 has several 
provisions that could potentially 
impact on LC development (FDRE 
2018). The regulation refers (paragraph 
12) to licences being granted through 
competitive bidding for known 
deposits. This provision could provide 
an opportunity to include LC enhancing 
provisions, such as a requirement for 
a successful licence application to be 
conditional on plans and budgets being 
guaranteed for capacity gaps such 
as Human Resource Development 
(HRD), supplier development or local 
purchases of supplies. The regulation 
also provides (paragraph 32) for 
exemptions from customs duty and 
taxes on consumables for five years 
after commencing operations. It further 
provides for employment training by 
foreign nationals to transfer skills to 
local citizens (paragraph 37) while 
paragraph 41 provides for community 
development plans and funds, with 
varied proportions depending on the 
mineral mined (FDRE 2018). These 
inclusions provide an opportunity 
which could be developed to meet the 
ambition of Ethiopia’s broad objectives 
of growth and transformation.

4.3 Other Policies and   
 Legislation Relevant to  
 Local Content

Relevant policies were reviewed and 
an analysis made.

4.3.1 The Employment Policy,  
 Strategy and Associated  
 Proclamation

In line with Ethiopia’s vision to join 
the ranks of lower middle income 
countries by 2025, the employment 
policy and strategy supports all citizens 
having the opportunity to enjoy full, 
productive, and decent employment. 
In essence, the policy contributes to 
job creation across all economic and 
social sectors, and across all social 
groups.  Among the policy’s priority 
areas are:

a. Harmonizing macro and sectoral 
policies and strategies to match 
the supply and the demand for 
labour;

b.  Improving the functioning of 
labour market information and 

employment services;
c.  Facilitating the transition from 

the informal to the formal 
economy to create sustainable 
employment opportunities; and

d.  Enhancing industrial productivity 
and competitiveness. 

This policy approach demonstrates a 
focus on tackling the critical issues, 
where the Ethiopian informal sector 
forms a large part of the labour force 
across smallholder agriculture, ASM 
miners, SMEs and micro businesses. 
The emphasis on supporting SMEs, 
and the desire to address productivity 
and competitiveness, the key pillars 
for transformation, is also notable.

The Labour Proclamation number 
1156/2019 essentially deals 
with typical labour issues. These 
mainly include labour relations, 
such as contracts of employment; 
compensation, wages and hours of 
work; and occupational health and 
safety. The  provision relevant to 
local content in this proclamation 
is paragraph 176 which requires 
a foreigner to have a valid work 
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permit, which may be cancelled if the 
Ministry deems that the foreigner is 
not required for the work. This may 
enable permit approval to regulate 
the provision that competent national 
staff should always be preferred.  

4.3.2 The National Science,   
 Technology and Innovation  
 Policy

Ethiopia’s vision and growth 
plans emphasise the importance 
of strengthening technological 
capacities to improve productivity 
and competitiveness in the industrial 
sector. Chapter 3 argued that 
transformation cannot be secured 
without building further technological 
and innovation capabilities and 
the  National Science, Technology 

and Innovation Policy presents an 
opportunity to further promote local 
content development.

The intention of the Science, 
Technology and Innovation (STI) 
policy is ‘to see Ethiopia undertaking 
coherent STI initiatives which 
eventually lead the country to begin 
exporting technologies by 2025.’  The 
mission is stated as ‘to create a sound 
science and technology foundation and 
to coordinate the national technological 
capability building efforts so as to enhance 
competitiveness of the economy, and 
reduce technological dependence of the 
country’. This purpose directly aligns 
with the growth and transformation 
objectives of Ethiopia.

Among the key objectives of the 

policy are to establish a framework 
for technology accumulation and 
transfer; develop capabilities for rapid 
technology transfer and adaptation; 
strengthen relationships among STI 
actors and industry; and increase 
private sector funded innovation. 
Annex II provides targets for growth 
and transformation relating to 
technological transfer, growth of value 
added exports and the provision of 
raw materials and intermediate inputs 
to improve industrial productivity and 
growing export capabilities. The targets 
were highly ambitious and so far their 
achievement has been restrained. By 
2015, Ethiopia was to provide basic 
inputs into the industrial sectors but 
they remain import intensive to date, 
and severely constrained by the lack of 
local content linkages between the key 
mining, agriculture and manufacturing 
sectors.

Gross expenditure on R & D (GERD), 
a good measure of innovation and 
productivity growth, was projected 
at 1.5% in 2020 and 2% in 2025. In 
most developed countries, GERD 
expenditure exceeds 2% of GDP, and 
is mostly invested from the private 
sector.  A key finding of the report is 
that R & D linkages between industry 
and universities are particularly weak 
in Ethiopia and that Ethiopian national 
industry fails to participate in R & D 
to any significant levels.

4.3.3 Agricultural Sector Policy  
         and Investment Framework  
         (PIF) 2010-2020

The agricultural sector has for long 
periods been the largest contributor 
to GDP, the largest source of export 

earnings at around 70% and the 
largest source of labour at some 80% 
of the country’s labour force (Dube 
et al 2019; Dercon et al 2019; FDRE 
2010b). The sector is dominated by 
small scale traditional farmers, typified 
by low land and labour productivity. 
Given its dominance in economic 
activity, it is not surprising that it has 
consistently occupied a central role in 
Ethiopia’s growth and transformation 
plans.

The long term goal of the agricultural 
policy is to ‘contribute to Ethiopia’s 
achievement of middle income status’ 
through four main pillars, namely: 
a sustainable rise in productivity 
and production; accelerated 
commercialisation; reduced land 
degradation; and universal food 
security especially for vulnerable 
households (FDRE 2010b).

These objectives are aligned to 
Ethiopia’s Comprehensive Africa 
Agriculture Development Programme 
(CAADP) strategic objectives (FDRE 
2010b). The agriculture policy is part 
of the ‘Agriculture Development Led 
Industrialisation in Ethiopia’ (ADLI) 
which has been implemented since 
1991. This emphasises the role of 
smallholder farmers in Ethiopia’s 
structural transformation through 
basic inputs boosting productivity. 
From a local content viewpoint, 
productivity gains are expected 
to come from improved supply of 
farm inputs including fertilisers, 
soil conditioners; and agricultural 
chemicals. Growth targets were set 
at a 6% annual increase in improved 
fertiliser use per hectare (FDRE 
2010b). It is difficult to be confident 
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about the envisaged productivity gains 
when all fertilisers, soil conditioners 
and pesticides are currently imported, 
under severely constrained foreign 
exchange availability. Local content 
could provide improved prospects to 
attain these goals. 

4.3.4 Main Observations

Ethiopia’s quest to achieve a middle 
income economy status by 2025 
revolves around transforming its 
existing production structures 
to support greater economic 
diversification and accelerated 
industrialisation. This report argued 
(Chapter 3) that local content can drive 
both industrialization and structural 
transformation through production 
linkages whose main characteristics 
are:

a. Efficient factor allocation 
supporting productivity and 
competitiveness;

b.  Capital accumulation, especially 
in infrastructure;

c.  Quality of skills and endogenous 
entrepreneurship;

d. Technological change, R & D and 
endogenous innovation; and

e. A supportive policy and 
institutional environment.

These criteria provide a pertinent 
checklist for analysing how well 
Ethiopia’s policies support local 
content development and its enablers, 
linkage formation and transformation. 
The report summarises the main 
attributes of the plans and policies 
(Table 1). An overall observation is 

that Ethiopia’s plans and policies 
are clearly well-articulated relative 
to the most important levers of 
structural transformation. The plans 
and policies have been consistent 
in correctly identifying productivity, 
competitiveness, and growth in 
inter-sectoral production linkages 
as the main drivers of growth 
and transformation. The need for 
appropriate policies and quality 
institutions, skills and technology 
development and improving 
endogenous entrepreneurship are 
all mapped as part of Ethiopia’s 
development plans and policy 
landscape.

Ethiopia has been consistent 
in identifying agriculture and 
manufacturing as the engine of 
transformation, through improved 
productivity and competitiveness. 
The economic model is clear. Given 
the agricultural sector’s dominance 
in economic output, employment and 
exports, and the large numbers of 
smallholder farmers, it forms a central 
driver for growth and structural 
transformation through both 
consumption and production linkages. 
Increasing smallholder productivity 
will have a dual effect of stimulating 
consumption in the manufacturing 
sector, which in turn should 
provide more services, including 
technology, to farmers, widening 
their own consumption linkages. 
This dual effect is expected to lead 
to transformation across sectors, 
especially manufacturing (Dube et al 
2019; Dercon et al 2019). 

Table 1: Summary of selected plans and policies relevant to LC development 
in Ethiopia 
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Sector         Vision                                          Selected goals
National Vision

GTP II

Home-grown
economic reform
agenda

10-year Mining
Road Map

Industry  
Development 
Strategic Plan

National Plan 
of Action for Job
creation

Draft Mineral
Resources
Development 
Policy

Science and
Technology

Employment and
Labour

Agriculture sector
policy & 
investment
framework

Build a middle income economy
by 2025

Accelerate economic growth and
achievement of National Vision

Accelerate macroeconomic, structural
and sectoral reforms for jobs, inclusive
growth & poverty reduction

Build a diversified, competitive and
environmentally friendly industrial 
sector with highest  manufacturing
capability

Technology-based and export-focused
manufacturing sector that adds value to
abundant natural resources by 2030.

Create conditions for business to create
14 million jobs by 2025,

Establish a competitive mineral industry
to serve goals for industrialisation &
transformation for next 20 years

Ethiopia should export technologies by
2025 

All citizens to enjoy decent employment
opportunities.

Contribute to Ethiopia’s achievement of
middle income status

Various sectoral goals

Maintain growth rate of 11%
Improve productivity and competitiveness
of agriculture and manufacturing
Accelerate human and technological development

Build a resilient & diversified economy through 
a dynamic private sector
Modernise agriculture to raise productivity
Industrialisation through technological upgrading
Build modern human & institutional capacities

Increase export earnings and mining revenue
Promote foreign and domestic investment
Establish value added industries & industrial inputs 
Increase employment opportunities
Improve policy and institutional capacities.

Increase share of industry to 27% of GDP by 2025
Increase share of manufacturing to 17% by 2025 
Expand & develop manufacturing priority sectors.
Enhance & cultivate entrepreneurship

Build vibrant local private sector through MSMEs
Prioritise developing work-ready human capital
Realize job potential in agriculture & industry
Reduce labour information asymmetry

Discover  precious & metallic minerals to support
local beneficiation
Facilitate exploration & exploitation of industrial
minerals for inputs in manufacturing
Determine potential of minerals for agriculture use
Expand exploration & exploitation of gemstones for
jewellery industry
Upgrade policy and institutional environment.

Develop framework for technology adaptation 
& transfer
Strengthen linkages among STI actors  & industry
Increase private sector funded innovation

Harmonise sectoral employment policies
Enhance industrial productivity  & competitiveness
Facilitate transition from informal to formal 
employment

Improve productivity in small holder farmers
through supply of inputs
Commercialise small holder farmers to operate 
as businesses
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This report argues that manufacturing  
is a potential driver of export 
competitiveness providing it is well 
supported by the enablers of skilled 
human capital, R & D, innovation and 
technological enhancement. Plans 
and policies consistently support the 
priorities of improved productivity and 
competitiveness, particularly among 
SMEs, while also addressing some of 
the gaps this report notes. Mining has 
been identified as a transformational 
lever through a competitive minerals 
industry that fuels growth into 
manufacturing and industry  including 
metals and engineering, chemical, 
fertiliser and pharmaceutical industry.

The report’s general conclusion is 
that Ethiopia’s policies and plans 
are congruent with, and support, 
LC development and structural 
transformation. However, there is 
a risk that ambitions and targets 
are overstated and historically 
underachieved and might be worthy 
of review to align with capacities.
 
The draft Mineral Resources 
Development Policy could benefit 
from further refinement to more 
closely align its policy objectives to 
Ethiopia’s goals for transformation. 
Geologic objectives would normally be 
more associated with implementation 

plans rather than policy statements. 
GTP II and  the 10 year Mining Road 
Map each provide for a specific role 
for mining and therefore the policy 
draft might more directly map to their 
broader strategic purpose. Mineral 
policy statements might be expressed 
as targets as shown in the following 
examples:

a. Grow the value of mining exports 
to x % of GDP by 2025;

b.  Increase the flow of mining 
investment to $ z by maintaining a 
mining fiscal and taxation regime 
that is competitive, predictable 
and consistent;

c.  Integrate the mining industry 
into manufacturing and other 
industrial sectors through import 
substitution of raw materials and 
intermediate inputs by x % by 
2025;

d.  Increase levels of R&D in 
the mining sector to develop 
products and processes for 
industrial applications by x%;

e.  Transform the ASM sub-sector 
from its poverty cycle trap and 
widespread negative practices 
towards commercial value-adding 
operations through improved 
policy and regulatory provisions 
and improved business support 
systems; and

f.  Improve value addition especially 
in the gemstone and jewellery 
value chains by exploiting 
Ethiopia’s historical cultural and 
religious artefacts as to support 
domestic and global value chains.

While Ethiopia’s development plans 
support the transformational role 

of local content, its regulations are 
sometimes incongruent with this 
ambition. This report argued that 
there are several ways in which local 
content could be stimulated through 
legislative instruments (Chapter 3). 
Measures could include reduced 
corporate tax on LC investments, 
coupled with tax holidays, customs 
and tax waivers on capital goods 
and consumables. Tariffs and taxes 
could be waived against imported 
raw materials and intermediates, 
while they could also be used to 
protect domestic goods from unfair 
competition.  Government equity 
participation to reduce investment risk 
is particularly useful for large projects 
and may be considered as a catalyst 
in this sector. Private participation in 
R & D, specialist skills development, 
and technology development, could 
be better incentivized and qualify for 
tax rebates. Indeed, the broad use of 
targeted incentives can be reviewed 
to more effectively direct investment 
into critical gaps affecting local content 
development and transformation.

Currently, encouragement for LC 
enhancing measures are generally 
absent from existing proclamations and 
regulations and such provisions might 
be adopted. Further consideration 
would be useful on which LC 
provisions should be included in the 
regulatory environment or whether 
Ethiopia should pursue targeted local 
content laws. Ghana and South Africa 
could provide precedents of the latter 
course of action which would be 
valuable to review.
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CHAPTER

05

5.1   Ethiopia’s Growth   
         Performance

5.1.1 Aggregate Growth

Ethiopia’s economic growth in 
recent decades has been undeniably 
remarkable. Figure 6 illustrates the 
country’s GDP growth rates over 
the period 2004 – 2018. Ethiopia 
consistently posted one of the highest 
growth rates in the world. This has 
averaged between 8% and 11% over 
the last decade, although for 2014 
and 2015 the rate dropped to a still 
respectable 5.4%. During the five year 
period of the Plan for Accelerated 
and Sustained Development to End 
Poverty (PASDEP), launched in 2006, 
GDP growth rate averaged 11%. GDP 
growth rates during GTP I averaged 
10%, while GTP II has a GDP growth 
rate target of 11%. Yet even with this 
remarkable recent success, to attain 
its goal of low middle income status 

by 2025, Ethiopia needs not only 
to sustain these high growth rates 
into the future but also to achieve 
structural transformation (UNDP 
2017). 

The general trend observed in Figure 6 
is that of a small but gradual contraction 
in GDP growth, to about 9% in 2018. 
This is slightly below the target of 
11% per year for GTP II. Notably, the 
World Bank has reduced its forecast 
for Ethiopia’s economic growth for 
the 2020 fiscal year to 6.3% but 
this is expected to rebound to 7.1% 
in 2022. The reduction in growth is 
driven by continuing foreign currency 
shortages, declining exports and high 
inflation rates of 19.5% in December 
2019 (Bloomberg 2020). Figure 6 also 
shows a major positive outcome of 
the high GDP growth rates; Ethiopia’s 
GDP per capita increased more than 
six-fold over the period 2004 – 2018 
(FDRE 2019a, UNDP 2017).

Local Content and 
the Macroeconomy

5.1.2 Sectoral Contribution to  
 GDP Growth

Table 2 and Figure 7 show the sectoral 
contributions to GDP over the period 
2009 - 2018. It is clear that the 
service and agriculture sectors have 
driven the momentum in GDP growth, 
accounting for 43% and 39.2% 
respectively in 2018. The service and 
agriculture sectors were responsible 
for 3.7 and 3.4 percentage points 
respectively of the GDP growth rate 
of 8.72%,  or a total of about 82% of 
GDP growth in 2018. This is indicative 
of the extraordinary dominance of the 
two sectors in the economy. They also 
remain the largest employers at 85% 
and 10% of the labour force (FDRE 
2019a).

Agricultural value added as a percentage 
of GDP shows a gradual decline from 
51% in 2009 flattening to 39% over 
more recent years. Historically, the 
sector has been the engine of the 
Ethiopian economy and, as chapter 

4 shows, a major source of planned 
economic growth and transformation.  
However, agriculture’s value added 
share of GDP shrank by more than 
25% between 2005 and 2018, partly 
attributable to the poor productivity 
of traditional smallholder farmers 
(FDRE 2019a).  A significant cause 
of such disappointing productivity 
is the lack of affordable domestic 
fertilisers and agricultural chemical 
products. During the same period, the 
service sector’s share grew by 27%, 
overtaking agriculture for the first 
time as the largest economic sector 
in 2014. Growth in the service sector 
has been dominated by expansion in 
communication and transport services,  
hotel and restaurant businesses, as 
well as wholesale and retail trading 
(FDRE 2016a).

The industry segment showed robust 
growth until 2015, when it flattened 
at 17.7% of GDP. Construction 
value added, however, showed a 
twofold rise from 4.5% to 9.8% 
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over the period 2009 – 2017. The 
construction industry, particularly 
investments in roads, railways, dams, 
industrial parks and real estate, has 
been the main driver of growth in 
the industrial sector, contributing 
more than half of the sector’s 
contribution to GDP. Construction and 
manufacturing together contributed 
14.4 percentage points to industry, 

or 81% of total industrial output in 
2017. Manufacturing value added 
has, however, stagnated at around 4 
-5% of GDP and despite its intended 
role in transformation plans, the 
manufacturing sector remains a small 
part of Ethiopia’s GDP, even by African 
standards (Shiferaw and Soderbom 
2019).
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Table 2: Composition of GDP,  2009 - 2018
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Mining value added, on the other hand, 
has halved from 0.4% to about 0.2% 
over the period. GTP II anticipates 
mining making a contribution of 10% 
to GDP by the end of the plan in 2020 
(FDRE 2016a). The Mining Road Map 
confirms that the sector’s contribution 
to foreign exchange earnings has 
shrunk to about 20% of GTP II targets 
(FDRE 2019f). This is clearly well 
below the predicted growth rates 
and raises serious concerns about 
optimism about targets, given mining’s 
prominent role in Ethiopia’s growth 
and transformation plans. 

5.1.3 Sectoral Growth in Value  
 Added

Overall manufacturing value added 
has grown at 20% annually, very close 
to achieving the ambitious GTP II 
target of 21.9% as figure 8 illustrates. 

Industry has experienced an impressive 
growth rate of around 25%, against 
the target of 20%. However, Table 2 
and Figure 7 illustrate a contraction in 
mining’s contribution to GDP. Figure 8 
illustrates the plunge in mining output 
since the initial commanding heights 
achieved in 2010/2011. A negative 
growth rate compares adversely to 
the projected growth rate of 32.5% 
for this sector, given its pivotal role in 
growth and transformation plans.

Besides the contraction in mining, 
overall growth in the industrial 
sectors shows stagnation over the 
last five years. The data represented 
in figure 8 hence suggest that while 
Ethiopia’s GDP growth rates have 
been consistently high, the industrial 
sectors have not been the main drivers 
of its growth. 
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5.1.4 Sources of Growth and 
 Key Constraints

Ethiopia’s growth and transformation 
plans predict growth from improved 
industrial output, particularly in 
agriculture, manufacturing and mining. 
In fact, Ethiopia’s national accounts 
show that aggregate investment, 
dominated by public spending on 
infrastructure, has been the main 
driver of capital formation and GDP 
growth (FDRE 2019a and shown in 
Figures 9 and 10).  Public spending on 
infrastructure, mainly financed through 
external credit, has been responsible 
for stimulating the observed high 
growth rates in the construction and 
service sectors. Evidently, public 
funding for infrastructure has tended 
to deter private investment in the 
industrial sectors.

Figure 11 shows that this constraint 
has led to significant  differences in 
publicly financed capital accumulation, 
compared with productivity 
contributions to growth resulting in 
limited industrial productivity gains 
and a lack of structural change and 
transformation (UNDP 2017). This 
analysis suggests that structural 
transformation in Ethiopia has 
struggled despite the country’s high 
GDP growth rates.

According to Shiferaw and Soderbom 
(2019), these observations are 
explained by the structure of Ethiopia’s 
manufacturing, which is dominated by 
a small number of large firms and a 
multitude of SMEs. Both capital and 
labour productivity are significantly 
lower in SMEs and micro enterprises 
than in larger enterprises due to 

limited technical skills and expertise, 
and negligible capital investment. A 
worker in a larger firm (>50 workers) 
produces as much in one hour as 
a worker per day in a small firm (< 
10 workers) (Shiferaw & Soderbom, 
2019). As a result, efficiencies of 
production and competitiveness are 
much lower, contributing to higher 
rates of firm closures.

An important indicator of structural 
change in an economy is a shift in 
the sectoral distribution of factors of 
production, particularly labour and 
capital. Typically, a nation undergoing 
structural transformation and 
industrialization should see a gradual 
shift of labour from agriculture, 
particularly the low productivity 
traditional systems typical of Ethiopia, 
into the manufacturing sector.  

According to UNDP (2016), the share 
of agriculture in the total labour 
force declined by 7.5% between 
2005 and 2013, while the share of 
the service sector in the total labour 
force increased by 5.8%. as Figure 12 
shows. Industry increased its sectoral 
share of labour to 1.1%, dominated 
by the construction, transport and 
communications subsectors. The 
proportion of labour in the total work 
force in the manufacturing sector 
actually declined by 0.4% (UNDP 
2016). Figure 12 therefore also 
suggests that most of the labour leaving 
the agriculture sector was largely 
absorbed in the service, construction 
and transportation sectors. This 
is explained by a concentration of 
domestic private investment in these 
areas.  Service sectors, such as renting 
heavy machinery, real estate, trade and 

construction offer relatively lower capital, 
technological, and managerial entry 
barriers than the manufacturing sector. 
The payback period of capital is shorter 
and the investment risk much lower 
(FDRE 2016a). As a consequence, these 
high growth sectors pay better wages 
than the agriculture and manufacturing 
sectors.

In a recent study determining the major 
obstacles faced by the industrial sectors, 
UNDP surveyed 55 private and public 
manufacturing enterprises across seven 
industries: food and beverage, textile, 
garment, leather, plastic, chemicals, and 
metal industries. The top constraints 
cited by respondents were: power 
outages and shortages; foreign exchange 
shortages to import resources, poor 
availability of spare parts and machinery; 
and a lack of  domestic alternatives 
to foreign raw material imports. The 
latter holds true even where Ethiopia is 
known to have a comparative resource 
advantage. Other common constraints 
reported in the survey included access 

to working capital, excessive government 
control, excessive taxes and insufficient 
financial incentives (UNDP 2016).These 
issues have reduced capacity use in the 
productive sectors, reported as 67% in 
2014. The rate of capacity utilization for 
key manufacturing industries, such as the 
chemical, leather and metal industries 
ranged from 49 to 55% (UNDP 2016). 
During field interviews, a textile firm 
visited operated at 30% capacity.

The lack of reliable power will be resolved 
with the successful completion of two 
major energy security projects scheduled 
for 2022: Gibe II and the Grand Ethiopian 
Renaissance Dam. The latter is reported 
to be the largest dam in Africa, with 
an estimated 6,450 MW of installed 
capacity (IHA 2018). This should satisfy 
Ethiopia’s electricity requirements and 
provide a surplus for export. The lack of 
domestic raw materials and intermediate 
inputs for the manufacturing and other 
industrial sectors is a more complex 
problem requiring multiple actions to be 
orchestrated as this report outlines. 
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According to Shiferaw and Soderbom 
(2019), these observations are 
explained by the structure of Ethiopia’s 
manufacturing, which is dominated by 
a small number of large firms and a 
multitude of SMEs. Both capital and 
labour productivity are significantly 
lower in SMEs and micro enterprise 

than in larger enterprises due to 
limited technical skills and expertise, 
and negligible capital inputs. A worker 
in a larger firm (>50 workers) produces 
as much in one hour as a worker per 
day in a small firm (< 10 workers) 
(Shiferaw & Soderbom, 2019). As 
a result, efficiencies of production 
and competitiveness are much lower 
resulting in higher rates of firm 
closures.

An important indicator of structural 
change in an economy is a shift in 
the sectoral distribution of factors of 
production, particularly labour and 
capital. Typically, a nation undergoing 
structural transformation and 
industrialization should see a gradual 
shift of labour out of agriculture, 
particularly low productivity traditional 
systems typical of Ethiopia, into the 
manufacturing sector.   

Figure 11: Contributions of factors of 
production to growth

Source: FDRE 2019a
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5.1.5 Impact of Constraints on  
 Exports and Imports

Ethiopia’s mineral exports are mainly 
commodities. It can be inferred that 
the slump in mining output has had 
the effect of significantly reducing 
export revenues. A sluggish industrial 
output, coupled with low productivity 

and value added in key sectors have  
conspired to reduce Ethiopia’s export 
competitiveness. Figure 13 shows 
that in fact Ethiopia’s exports have 
stagnated with limited movement. 
In contrast, the country’s imports 
increased exponentially, creating a 
widening trade deficit. In 2016, the 
negative trade balance was nearly 
USD 10 billion. This led to a spiral 

in which inadequate forex exchange 
earnings limit imports resulting in poor 
capacity use, which in turn, restricts 
output and exports.

Figure 14 shows growth rates of 
both exports and imports of goods 
and services as a share of GDP. 
Growth in imports slowed to prevent 
a widening trade deficit. The most 
significant observation in Figure 
14, however, is the fall in exports 
of goods (excluding services) since 
2011 – 2012 to fluctuate close to  

zero. The low share of manufactured 
exports in total exports in Ethiopia 
has been due to the plethora 
of SMEs and micro firms, which 
simply do not have the productivity 
required for export competitiveness 
(Shiferaw and Soderbom 2019). The 
conclusion is therefore unavoidable: 
Ethiopia should prioritize increasing 
export competitiveness in both the 
agriculture and large manufacturing 
sectors and mining could be the key to 
improve productivity in both sectors.
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Figure 13: Ethiopia’s export and import performance
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5.2 Summary and Implications    
 for Local Content Growth  
 in Ethiopia

Despite the sluggish pace of 
transformation and the macroeconomic 
challenges Ethiopia’s fundamental 
approach to growth and transformation 
remains a robust direction. For mining, 
the targets are improved export 
dollars and productivity in agriculture 
and manufacturing, to support 
export competitiveness. Agriculture 
is the leading industrial sector in the 
economy while empirical evidence 
shows that manufacturing forms 
the basis of export competitiveness 
through efficient production 
linkages. Yet both the agriculture and 
manufacturing sectors have stagnated 
partly due to an underdeveloped 
mining industry unable to supply what 
they need to drive their growth. 

Ethiopia has an excellent mineral 
potential which if exploited could 
provide domestic inputs into both 
manufacturing and agriculture. 
Productivity gains and export 
competitiveness are therefore possible. 
For example, Ethiopia has an excellent 
resource base for the manufacture of 
the major fertilisers, soil conditioners 
and agricultural chemicals, as well 
as industrial chemicals supplying the 
textile and leather industries. Mining 
also offers capacities to boost foreign 
exchange earnings through value 
added mineral products. These issues 
magnify the urgency to resuscitate 
growth in the mining sector to boost 
productivity in the industrial sectors. 
Potential linkages with the industrial 
sectors are fully discussed in the next 
chapter.
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CHAPTER

06

6.1. Mineral Potential and  
 Mining Activities

Ethiopia’s mineral extraction potential 
may be classified into metallic, 
gemstones and precious minerals, 
industrial and energy minerals. While 
an overview of  the country’s mineral 
potential and mining operations is 
given here, Annex 3 provides further 
detail.

6.1.1 Metallic Mineral Deposits 

Gold is by far the most valuable metallic 
mineral in Ethiopia. Both primary and 
placer gold deposits have been widely 
reported. A global potential of more 
than 200 metric tonnes of primary 
gold has been estimated (Tadesse et 
al, 2003) and the Ministry of Mines 
and Petroleum estimates both placer 
and primary resources at about 400t 
(FDRE 2019f).

The Adola gold field, in the Southern 

Nations, is the most widely known 
and exploited. It hosts the oldest 
commercial mine, the Adola Gold Mine 
Enterprise, which began operations 
around 1937 but is not currently in 
active production. The Adola gold 
field also hosts Ethiopia’s largest gold 
mine at Lega Dembi, owned by Midroc 
Gold Mine PLC. Mining operations are 
currently paused due to environmental 
issues. 

There are three small commercial 
operational mines: the first in West 
Shire (Tigray) owned by Ezana Mines 
Plc; the second owned by Stella 
Trading and Industry in Gambella 
and the third operated by YMG Gold 
Mining Plc in Oromia. There are 
about 12 projects under development 
spread across the Tigray, Oromia and 
Benshangul Gumuz regions. A large 
number of exploration licences (over 
40) have also been issued (FDRE 
2019d). The large number of gold 
projects in Ethiopia suggest a sector 

Mining and the State 
of Local Content in 
Ethiopia

that is on the cusp of major growth. 
If delivered this breakthrough could 
augur well for future gold exports, 
foreign exchange earnings, and local 
content development.

Apart from these operations, there is 
a proliferation of artisanal gold and 
gemstone miners. Estimates vary from 
1 million to 1.2 million (World Bank 
2014). Accurate estimates are difficult 
due to the fact that the activities 
are largely informal, take place in 
terrains difficult to access and often 
intermittent, combined with other 
sources of livelihood (World Bank 
2014). Most ASM gold miners work 
alluvial deposits usually in associations. 
Example operations are at Yubdo, Nejo 
and Menge in Benshangul-Gumuz, 
Western Ethiopia. The Doloshaki 
ASM Mining Cooperative, however, 
mine primary hard rock quartz veins 
near Lega Dembi, digging shallow 
shafts for extraction, and crushing 
and washing the ore manually. 
Technology requirements are higher 
for hard rock mining than for placer 
operations. Recoveries from both 
placer and primary extraction are low. 
The operations would benefit from 
improved productivity through the use 
of small scale mining and processing 
technologies (World Bank 2014). 

Platinum was mined from 1926 till 
1935 from mineralised Yubdo laterites 
in Wollega, Oromia. A small operation, 
owned by Benti Tasisa Plc, exploited 
the deposit but operations have since 
stopped and there are no current 
platinum exploration licences issued by 
the Ministry (FDRE 2019d). Tantalum 
has been mined at Kenticha, Oromia on 
a small scale by the Ethiopian Mineral, 

Petroleum and Biofuel Corporation, to 
produce tantalum oxide (Ta2O5) from 
weathered pegmatite but production 
is currently suspended (FDRE 2019d). 
Hard rock ore reserves have not been 
fully evaluated but hold promise for 
exploitation. 

Nickel (and cobalt or chromium) 
deposits are reported in the Adola and 
Kenticha belts in Sidamo. According 
to the Ministry of Mines, there are 
no nickel exploration or mining 
activities at present. Iron occurrences 
have been identified in many areas 
in Ethiopia, including in Tigray and 
Wollega. The best-known deposit is 
at Bikilal in Wollega but currently no 
iron ore mining operations are active 
in Ethiopia. There are two prospects 
under development by Sekota Mining 
Plc in the Amhara region, and MSP 
Steel Plc, in Oromia (FDRE 2019d). The 
Endowment Fund for the restoration 
of Tigray has completed a feasibility 
study for a third plant to be located 
there. Manganese has previously 
been mined at Enkafala in the Afar 
depression from 1958 to 1963. 
There are other areas in Tigray where 
manganese mineral occurrences are 
known but there are no reported 
current mining operations, nor any 
exploration activities taking place 
(FDRE 2019d). 

6.1.2 Gemstones and Semi-  
 Precious Stones

Gemstones and semi-precious stones 
are not well explored and there is little 
knowledge about their occurrence. 
Beryl, aquamarine, tourmaline, garnet, 
spinel, topaz, chalcedony and agate are 
reported to occur in Sidamo, Harrar, 
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and Tigray, with some amethyst in 
Axum and Adwa areas. Recently, 
opal was discovered in the Gishe 
district of Showa province (Tadesse 
et al 2003). Sapphire (Tigray) and 
emeralds (Shakiso, Oromia) are also 
recent discoveries by ASM operators. 
The most important commercial gem 
is opal mined in Wollo Zone, North-
East of Addis Ababa but production 
is reportedly limited by technical 
challenges characteristic of ASM. The 
gem is excavated by tunnelling into 
hillsides where poor ventilation, lack of 
support structures and transportation 
up steep hills are real challenges, as is 
the lack of heavy-duty drilling tools, 
such as jack hammers. Gemstone 
mining holds promise to improve 
foreign exchange earnings, especially 
with better R&D and improved 
productivity using specialist mining 
technologies.

6.1.3 Industrial Minerals

Industrial mineral resources are 
widespread throughout Ethiopia. The 

main commodities available in large 
quantities include soda ash, potash, 
diatomite, bentonite, clay, common 
salt, gypsum, anhydrite, feldspars, talc, 
limestone and phosphate. Despite the 
wide availability of these resources, 
Ethiopia still imports materials to 
supply existing local industries.

The Ethiopian Rift valley lakes, 
particularly Lakes Abiyata and Shala, 
contain huge volumes of Soda ash 
(sodium carbonate) or trona brines 
estimated at 460,000,000t (Tadesse 
et al 2003). Abijata-Shalla Soda Ash 
SC has been extracting soda ash but 
operations have almost stopped due 
to a reduced rate of replenishment 
of the lake from tributaries (EEITI 
2018). The company has completed a 
feasibility study for a new 400,000 tpy 
plant at Lake Shalla, expected to come 
on stream in about 4 years’ time, and 
is seeking investment. 

Ethiopia also has extensive reserves 
of potash located mainly in the Afar 
depression, the so called Salt Valley 
(Tadesse et al 2003). Three companies 
have reached mine development 
stage in the Afar reserves. Yara Dallol 
B.V. of the Netherlands plans to 
commence potash mining activities 
in 2021. Circum Minerals and Alana 
Potash Afar Plc are also reported to 
be at development stage for mining 
operations (EEITI 2018; FDRE 
2019d) with Circum planning to start 
construction in 2021, with a lead time 
to production of two years.

Large Diatomite deposits are located 
within the main Ethiopian Rift Valley 
in the Afar depression. There are large 
deposits of bentonite also in the region 

at several sites and at Gidicho Island, 
on Lake Abay in Sidamo, while clays 
and kaolin deposits are widespread. 
Clays suitable for cement manufacture 
occur in Gonder and Showa while 
alluvial clays for brick, tile, pottery and 
pipe production occur in the Addis 
Ababa area, Debre Zeit, Debre Berhan, 
Sidamo Wollega, Dire Dawa and Abay 
river valley. Clay materials for the 
manufacture of pigments for the paint, 
textile and printing industries occur 
in Gondar, while ceramic grade clays 
are common in Ambo, Showa, Harar 
and Sidamo. There are no exploration 
or mining activities for diatomite but 
there is a bentonite operation under 
development by the Arerti Ceramic 
Factory in North Showa in Amhara.

Phosphate resources occur as apatite 
in igneous rocks at Bikilal, in western 
Ethiopia and Melka-Arba in South-
eastern Ethiopia. The Soji-Bikilal 
phosphate deposit is typically a low-
grade to medium deposit, but contains 
a large tonnage of reserves estimated 
at 181 million tonnes at a grade of 3.5% 
P2O5. Total phosphate resources are 
estimated at 340 million tonnes. There 
are no reported phosphate mining 
activities for fertilizer production or 
other applications in Ethiopia but 
there is one exploration license on 
record (FDRE 201d). 

Salt is produced in the Afar depression 
and there are also many salt water 
sources exploited in Bale and Sidamo. 
Four small salt extraction operations, 
all in the Afar region. These are 
Erta Ale Salt Works Plc., Afar Salt 
Production Share Company, Lucy 
Salt Production Plc and Afdera Salt 
Production Plc. Gypsum is associated 

with salt and potash deposits in the 
evaporites of the Afar depression 
(Tadesse et al, 2003). Derba Midroc 
Cement Plc mines gypsum for its 
cement production in Oromia, while 
six nearby gypsum mining operations 
for cement production are currently 
on hold.

Feldspars for ceramic and sheet glass 
applications have been reported in 
a number of location in Ethiopia, 
the most important of which are in 
Sidamo. Generally, the feldspars are 
associated with pegmatite dykes. 
Reserves at Kenticha and Babile-
Bombasa (both in Sidamo) have been 
estimated at 457,000t and 150,000t, 
respectively (Tadesse et al 2003) and 
currently two feldspar exploration 
licences have been issued.

Marble is widespread and reported 
at Daleti (Wollega), Metekel, Tigray, 
Hula Kuni and other valleys in 
Hararghe. There are seven operational 
dimension stone mines all located in 
the Benshangul-Gumuz region. Most 
of the marble and granite blocks 
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produced are exported although 
some are cut and polished locally, 
for example, at the Awash Marble 
Factory. Marble by-products are 
supplied to paint and detergent 
factories, providing some industry 
linkages. Two further dimension stone 
mines are under development, both in 
the Benshangul-Gumuz region (FDRE 
2019d).

Limestone and dolomite deposits 
occur in Mesozoic rocks in Tigray, Shoa, 
Gojjam, Wollega, Sidamo, Dire Dawa 
and Bale; and in Cenozoic rocks in 
eastern Ogaden, the Afar depression, 
and the Omo River. Reserve sizes are 
mostly undetermined but reported 
as enormous (Tadesse et al). There 
are five main operational limestone 
producers for cement production, 
with four in Oromia and one in 
Tigray. A further five are currently in-
operational. The Shoa deposits are 
exploited by Derba Midroc Cement 
Plc, and Mugher Cement Enterprise. 
Dangote Cement Ethiopia Plc exploits 
the West Shoa deposit. The Mekele 
deposit in Tigray is exploited by the 
Messebo Cement Factory Plc, a public 

company (EEITI 2018).

6.1.4 Energy Resources 

Coal deposits, mainly lignite varieties, 
are known to occur in many areas in 
Ethiopia. The better known include 
Yayu (Illubabur), Delbi Moye (Jimma 
zone), Chelga (Gonder), Nejo (Wollega), 
and Mush Valley (Showa). The Moye 
deposit is worked on a small scale by 
East African Coal plc, a private owned 
company, reported to be the pioneer 
coal extraction company in Ethiopia 
(EEITI 2018). The coal consists mainly 
of lignite that is of high ash content, 
low fixed carbon and average moisture 
and volatile content.

6.2  Mining Local Content  
 Initiatives in Ethiopia

6.2.1 Previous and Current   
 Studies and Initiatives 

The literature on local content is 
relatively limited in Ethiopia. This 
probably reflects the country’s small 

extractive sector. Despite this, several 
studies have explored local content in 
Ethiopia’s mineral industry. A 2018 
EEITI initiative assessed the financial 
contributions of 16 extractive 
companies (13 mines and 3 from the 
oil and gas exploration sector) to the 
socio-economic development in the 
areas in which they operate (EEITI 
2018). The assessments were made 
across social and economic sectors: 
education, water, roads, agriculture, 
sport, environmental protection 
and the direct contributions to 
communities and regional government 
operating budgets. 

The report found that companies 
were making significant contributions 
to statutory community development 
funds as well as philanthropic CSR 
causes. The report recommended 
scaling up employment opportunities 
for local communities and developing 
their skills to better integrate them 
across the mining value chain as 
well as scaling up infrastructure 
development in mining areas, given 
their remoteness (EEITI 2018).

A further World Bank study undertook 
a comprehensive review of Ethiopia’s 
mining sector and its potential to 
contribute to sustainable economic 
growth and development (World Bank 
2014). Based on Ethiopia’s geological 
endowment and exploration status, 
the assessment concluded that in a 
probable scenario, Ethiopia’s mining 
industry could generate revenues of 
USD 1.5 billion, and in an optimistic 
scenario, USD 2 billion per annum. 
The figure for the fiscal year 2011/12 
was USD 618 million but recently has 

failed to reach this level. The report 
found:

i. Mineral exploration regulatory 
capacities across government 
were weak with  limited 
operational budgets and high 
staff turnover rates; 

ii. Industry-related skills were 
limited, partly due to limitations 
in the quality of education in 
mining and mineral processing, 
especially at TVET institutions;

iii.  Given the large size of the ASM 
sector, it represented a significant 
source of employment and a 
possible vehicle for industrial 
development. The sector was 
however beset with problematic 
activities, including informality; 
and

iv. Links between mining and 
manufacturing, and downstream 
beneficiation, were under 
developed. Linkages between 
mining and the rest of the 
economy were strongest in the 
cement sector.

The study recommended a 
comprehensive assessment of value 
chains to determine the potential 
for improving backward and forward 
linkages. This should include an 
assessment of market needs, coupled 
with studies determining the mineral 
specifications necessary to grow 
linkages with other sectors. The 
study also recommended expanding 
infrastructure to support the location 
of future mines (World Bank 2014). 
A recent study undertaken under the 
auspices of the SUMM (Supporting 
the Ministry of Mines Ethiopia) 
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project in the Ministry of Mines and 
Petroleum explores policy options for 
growing upstream and downstream 
local content linkages in Ethiopia 
(Geipel 2019). The study focused on 
the large ASM and industrial minerals 
sectors and argued that the potential 
for linkages in these areas is higher 
than in large scale mining industry, 
partly due to opportunities for import 
substitution offered by industrial 
minerals. The study recommended the 
policy options most likely to succeed 
were to:

i. Encourage rudimentary 
technologies for ASM that could 
be manufactured locally, coupled 
with a ban on imports of such 
technologies to stimulate local 
demand;

ii. Promote the development of  
cooperatives in the ASM sub-
sector to deepen purchasing 
power and reduce prices for 
goods and services;

iii.  Encourage mining entities to 
procure local goods and services 
and reward those firms engaging 
in beneficiation of industrial 
minerals through incentives; and

iv. Provide supplier development 
programmes and access to 
finance.

The STEM (Strengthening Education 
for Mining) project, a ministry grant-
supported project, undertook a labour 
market assessment in the Tigray 
region (Kirby 2018) assessing the 
demand for workers in mining and 
exploration to determine the demand 
and the level of training required. The 
areas assessed were ASM operators, 
quarrying of industrial minerals, 

and the commercial mining sector. 
The study found that for all areas 
training was required to provide the 
skills needed for productivity gains. 
Commercial mines and quarries had 
a significantly higher demand for 
TVET graduates than degree holders. 
Efficiency and productivity in the large 
ASM sector could be significantly 
improved through community-based 
training. The study consequently 
recommended the re-evaluation of 
the balance between higher education 
and TVET training programmes (Kirby 
2018). 

A World Bank study (Kyngdon-
McKay et al, 2016) evaluated the 
commercial potential of Ethiopia’s 
coloured gemstone industry to 
better understand the constraints 
preventing its development.  While 
the study focussed primarily on opal 
mining, the findings were reported 
to largely mirror the other gemstone 
varieties mined in the country.  The 
main findings of the study were that:

a. Opal mining is performed 
solely by the ASM sector where 
challenges facing miners include 
a lack of tools and equipment and  
skills and finance when most are 
self-financed.

b. There is an asymmetry of 
information on the true value of 
rough stones and hence brokers 
can exploit miners, whose 
motivation for mining is driven 
by poverty rather than profit;

c. There is generally a shortage 
of lapidary skills. Many of the 
training centres in polytechnics 
are not operational, hence 
the quality of opal cutting and 

polishing skills in Ethiopia is 
poor;

d. The minimum export price set 
by the Ministry for rough stones 
is often too high. This results 
in buyers rejecting the bulk of 
the stones which are then sold 
through illicit means.

The study’s main recommendations 
were:

a. Provide training to gemstone 
miners in areas such as: 
commercial mining techniques; 
environmental management, 
occupational health and safety; 
evaluation of stones and business 
training;

b. Improve access to financing for 
lapidaries and access to global 
markets for exporters, coupled 
with incentives to reduce the 
size of Ethiopia’s gemstone black 
market;

c. Build domestic demand 

for Ethiopian jewellery by 
understanding domestic 
consumer attitudes (locals, 
tourists, expats) and build a 
unique ‘story’ of Ethiopian 
jewellery which could help 
international marketing; 

d. Provide a budget in order to 
realise the proposed gemstone 
marketing centre and the 
gemmological institute detailed 
in the Ministry’s five-year plan; 
and

e. Build a domestic cutting and 
polishing sector by first focussing 
on lower value gemstones, where 
skill levels do not need to be the 
highest and the barriers to entry 
are low.

Within the Ministry, there are several 
current and planned initiatives to 
boost local content . Among these 
is the mining score card which seeks 
to gather a range of data on the 
mining industry. The data includes 
exploration and investment statistics 
into the sector; direct and induced 
employment, including the range 
and type of jobs mining creates; 
production figures across the different 
minerals and the general contribution 
of mining to the overall economy. The 
project is, however, hampered by the 
incompleteness of data especially 
from the regions where information 
can be unstructured. 

Several PhD students are also engaged 
from time to time to research on 
aspects of local content. The studies 
have included a graphite purification 
project and the use of bentonite in 
leather effluent treatment to remove 
chrome based chemicals. The research 
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department of the Ministry desires to 
explore the use of industrial minerals 
into various industrial applications 
but is hampered by an absence of a 
mineral processing laboratory and 
pilot plant.  An industrial laboratory 
to measure physical properties of 
minerals, including the compressibility 
of stone, would be a useful addition. 
The research department has acquired 
a range of equipment for evaluating 
gemstones and semi-precious stones. 
There is a well-founded belief that 
Ethiopia’s historical culture and 
tradition of jewellery and unique 
fashion industry, coupled with its 
long tradition of religious institutions, 
crosses and artefacts, can collectively 
be used to launch ethnocentric 
cottage industries of jewellery for 
the significant domestic, tourist and 
international markets. 

6.2.2 Observations and   
 Challenges

Given previous limitations in 
large-scale mining activities, local 
content studies in Ethiopia have 
understandably focused on the large 
ASM and industrial minerals sectors 
to support a sluggish industrial sector. 
However, several unresolved issues 
can be noted from such initiatives:

a. Local content in Ethiopia has 
been largely donor-driven and 
fragmented probably due to 
the absence of a formal policy 
framework founded on Ethiopia’s 
goals for transformation. A 
structured and inclusive approach,  
supported by a strategic policy 
and regulatory framework would 
more coherently drive the pace 

and direction of local content 
development in Ethiopia’s mining 
industry;

b. Capacities and skills are a major 
limitation and need improvement 
at many levels including in:
i. Central and regional 

governments for 
exploration, regulatory and 
policy administration;

ii. Industry, partly due to 
limitations in the quality 
of education in mining 
and mineral processing, 
especially at TVET 
institutions;

iii. ASM mining and processing 
techniques, environmental 
management and business 
skills, and skills in mining 
communities where 
improved skills would 
increase their employability;

iv. Lapidaries where cutting 
and polishing skills are 
below internationally-
accepted levels; and

v. Local suppliers primed to 
provide goods and services 
to the mining industry.

c. There is a dearth of technology 
use in ASM which could be 
resolved through domestic 
technology manufacture and 
the introduction of technology 
centres to offer support services 
to small mining operations;

d. Most ASM activities are located 
in remote rural areas where 
providing central arterial 
infrastructure, mining extension 
services and processing and 
marketing centres could help 
curb the illicit nature of gemstone 
and gold mining activities;

e. Linkages between mining and 
agriculture, manufacturing, 
metals and engineering and 
other industrial sectors continue 
to be weak. These could benefit 
from value chain audits which 
include market assessments for 
raw and intermediate inputs, and 
their specifications;

f. Local content is limited by 
geodata availability. 
There is a need to 
accompany industrial 
audits with more 
detailed exploration of 
available resources for 
specific applications; 
and

g. There are no structured 
incentives to promote 
investment into specific 
local content initiatives 
either upstream or 
downstream. Structured 
incentives might 
stimulate mining LC 
across various industrial 
sectors including mining 
value added and should 
be considered.

6.3 Potential for Local   
 Content in Ethiopia’s  
 Mining Value Chains

6.3.1 Upstream Linkages

Large scale mining in Ethiopia remains 
nascent. However, this report suggests 
(section 6.1) that a boom is potentially 
on the horizon with a large number of 
projects currently under exploration 
or imminent development. Ethiopia 

does however have a large existing 
cement sector where production has 
increased dramatically in recent years, 
given the expansion in construction 
and infrastructure. Economic linkages 
between the mineral sector and the 
rest of the economy are in fact reported 
to be strongest in the cement sector 
(World Bank 2014). Considering the 
strong cement industry, operational 

gold mines, the possible resumption 
of operations at several gold mines, 
and the planned potash and iron ore 
mining projects under development, 
there is a strong case to be made 
for mapping supply side linkages in 
Ethiopia’s mining industry. So far there 
has been no systematic evaluation of 
these linkages.

On the upstream (supply) side, a 
range of input goods and services 
(see examples in table 3) are common 
to hard rock mining operations. Both 
cement and hard rock mining, for 
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example, use explosives and these are 
mostly ammonium nitrate based. An 
ammonium nitrate production plant 
could therefore provide common 
services into both the mining 
and agriculture sectors. Metallic 
components provide engineering and 
manufacturing linkages to the iron and 
steel industry, and thence potentially 
integrate backwards into iron ore 
mining, and the projects currently 
under development there. 

Refractory bricks for kiln lining in the 
cement industry have potential to 
provide backward linkages into non-
metallic minerals mining. Alumino-
silicates and silica are available in 
Ethiopia and could support fire clay 
and refractory brick production. 
Sulphuric acid, used for leaching ores, 
could be produced from burning pyrite 
or from gypsum. This could provide 
inputs into both the mining industry, 
phosphate fertiliser manufacture 
and broad industrial use, providing 
multiple potential sources of local 
content.

On the services side, mine 
development and drilling services 
could provide upstream linkages into 
the manufacture of drill steels and 
jack hammers for drilling, and into 
bentonite mining to manufacture 
drilling muds. Currently, bentonite is 
imported into the country. A logical 
conclusion is that taken in aggregate 
between current commercial mining, 
cement and aggregate production and 
the projects likely to come on-stream 
in the next few years in the artisanal 
and small scale mining sector, there 
is sufficient justification for industrial 

audits to localise some of the input 
goods and services shown in Table 3. 

6.3.2  Potential for Downstream  
 Production Linkages 

6.3.2.1  Linkages with the 
Agriculture Sector

Although a slight contraction in 
aggregated agriculture value added 
was experienced (Chapter 5), the 
sector has experienced considerable 
growth in value added output for 
traditional food staples, mainly maize 
and wheat. Over the period 1995/6 
to 2015/16, maize output rose by 
a multiple of 3.7, the area under 
cultivation increased by 80% while 
yields doubled. Wheat saw a four-fold 
increase in output during the same 
period, with the area under cultivation 
also doubling (Dercon et al 2019).  
Despite these impressive gains, 
fertiliser use remains limited because 
Ethiopia imports all its fertiliser needs. 
Ethiopian agriculture continues to be 
dominated by subsistence smallholder 
farmers with limited access to finance 
to be able to afford fertilisers and 
similarly valuable inputs. This locks 
the farmer into a low input-low output 
cycle, restricting both land and labour 
productivity. This is exacerbated by 
Ethiopia’s leached soils, having one 
of the highest rates of soil nutrient 
depletion in sub-Saharan Africa, 
which requires regular fertiliser use 
for fertility (Dercon 2019). For the last 
Meher agriculture season (from June 
to August 2019), fertilizer imports 
were estimated at 1.3 million tonnes 
(Agribusiness 2019) yet raw materials 
are available and relatively unused in 
Ethiopia.

The principal nutrients in chemical 
fertilizers are nitrogen (N), 
phosphorous (P) and potassium (K). 
Nitrogenous fertilizers (eg urea) 
are ammonium nitrate based and 
produced from ammonia (NH3) 
and nitric acid (HNO3). Ammonia is 
obtained from hydrogen and nitrogen 
via the Haber process, with natural gas 
used as the main source of hydrogen. 
Nitrogen is produced by the fractional 
distillation of air. The use of natural 
gas for ammonia production would 
hence create production linkages to 
the infant natural gas industry, which 
is currently under development. 

A chlor alkali route represents an 
alternative industrial source of 
hydrogen. This exploits the electrolysis 
of sodium chloride solutions (brine) 
to produce hydrogen, chlorine and 
sodium hydroxide (caustic soda). These 
are all chemicals required by industry 

and salt reserves are inexhaustible in 
the Afar depression. Ghion Industrial 
Chemicals Plc has installed an 
electrolysis plant to manufacture 
these products (Annex 6). Yet sodium 
hypochlorite and caustic soda are still 
imported by the textile industry, while 
chlorine is also imported from China 
for water treatment. 

Phosphate fertilizers are produced 
from the acidulation of a phosphate 
rock concentrate using sulphuric 
acid. Super phosphate is produced 
by reacting single super phosphate 
with phosphoric acid. Sulphuric acid 
is commonly produced by burning 
sulphides, such as pyrites or can be 
produced from the abundant gypsum 
resources in many parts of Ethiopia. 
Currently, sulphuric acid for various 
industrial applications is imported.  
Large phosphate resources are 
available at Soji-Bikilal. 

CORE GOODS
Metallic components
Bins and chutes, Mill Balls, Crusher wear parts, 
process piping, Screen decks, Nuts and bolts, drill 
steels, rock drills, feeders, conveyor pulleys

Chemicals
Explosives, gold processing chemicals, sulfuric acid

Other inputs
Refractory bricks for kilns, soda ash, coal, coke, 
fuels oils and lubricants

CORE SERVICES
Mine development, drilling services
Fabrication, plant maintenance, geological services

NON-CORE GOODS

Safety wear,
Vehicle maintenance
Food
Stationary
Medicines

NON-CORE SERVICES
Catering, 
Cleaning
Security

Source: AfDB 2019



LOCAL CONTENT IN AFRICA’S EXTRACTIVE SECTORS LOCAL CONTENT IN AFRICA’S EXTRACTIVE SECTORS62 63

Potassium is the third main nutrient 
in chemical fertilizers. Principally, 
there are two main types of potassium 
fertilizers  in which K+ is combined 
with either chloride (muriate of potash) 
or sulphate (sulphate of potash). 
Three potash mining companies have 
already reached development stage 
to produce potassium sulphate for 
export markets in Ethiopia. These 
are all large investments and there 
appears to be a degree of inertia in 
accelerating plant construction. There 
are undoubtedly challenges in scaling 
up such production including global 
competition for large investment 
funds; the need for competitive fiscal 
terms and incentives; restrictions 
in foreign exchange availability and 
infrastructure challenges (Annex 6) . 
Government could consider how to 
explore how such investments could 
be stimulated.

Diatomite, gypsum, hydrated lime 
and bentonites are also useful soil 
conditioners for the agricultural 

sector. It is not known whether they 
are being exploited for this purpose 
but reserves are not a limitation in 
Ethiopia.

6.3.2.1 Linkages with the 
Manufacturing Sector

Soaps, detergents and cleaning 
materials
Soaps, detergents and cleaning 
materials require two basic ingredients; 
a fatty acid and an alkali. Soda ash 
(CaCO3) is widely used as a source of 
alkali although it may be substituted 
by caustic soda (NaOH). The addition 
of soda allows even distribution of 
the cleaning agent during washing, 
improving its effectiveness to remove 
stains from clothing. It further aids 
agglomeration, being a carrier for 
surfactants (ANSAC 2019). Ethiopia 
has a number of soap and detergent 
manufacturers. Soda ash is imported 
due to highly constrained production 
at Lake Abijata. Caustic soda is locally 
produced but in limited quantities 
for use in the manufacture of 

hypochlorite. Given the large reserves 
of soda ash at Lake Shalla (see annex 
3), it makes sense to unblock the 
planned investment by Abijata Shalla 
Soda ash S.C. (Annex 6) to speed up 
investment and plant construction. 
State participation in equity could 
substantially incentivize investment.

The glass industry
Globally, more than fifty percent of 
world-wide production of soda ash is 
earmarked for glass production. Glass 
is manufactured from silica, the main 
component, lime and soda ash. Soda 
ash is used as the fluxing agent to 
reduce the furnace temperature which 
is necessary to melt silica. Generally, 
there are two main products; flat glass 
and container glass for food and drink 
vessels and Ethiopia manufactures 
both. Field interviews (Annex 6) 
indicate that all soda ash (99% 
alkalinity), aluminium oxide, furnace 
refractories and activated carbon 
(decolouriser) are currently imported 
but imports could be replaced with 
local inputs. Aluminium oxide could 
be replaced with local feldspar while 
raw materials for refractory bricks are 
already available in Ethiopia. Annex 

6 also lists some of the challenges 
the industry faces which need to be 
addressed. These include regionalism 
hampering movement of raw materials 
across regions, political instability and 
imports of glass products which shrink 
the domestic market.

The pulp and paper industry
Ethiopia has several paper factories. 
Generally, the pulp and paper industry 
offers linkages into the mineral value 
chain through fillers, commonly 
calcium carbonate; diatomite and 
china clay. Fillers are used to enhance 
the internal structure of paper. 
Caustic soda is used to increase the 
pH of the pulping mix enabling the 
creation of smoother fibres. Soda ash 
is a functional substitute for caustic 
soda in pulping thus offering a cost 
advantage. Bleaching agents are 
chlorine based and are obtained from 
chlorine gas, a product of electrolysis 
of brine. All these materials are 
available in Ethiopia and could be 
further developed to reduce paper 
imports. Field visits suggest that 90% 
of paper is imported into Ethiopia and 
only one plant, Ethio Pulping and Paper, 



LOCAL CONTENT IN AFRICA’S EXTRACTIVE SECTORS LOCAL CONTENT IN AFRICA’S EXTRACTIVE SECTORS64 65

produces paper locally from pulp. 
Yekatit Pulp and Paper has completed 
a feasibility study for a paper plant, 
which is now under construction. 
Exploiting these minerals would aid 
import substitution, and enhance 
productivity and competitiveness of 
the domestic paper industry through 
supply side linkages. 

The textiles and apparel industry
The last decade has witnessed high 
inflows of foreign direct investment 
(FDI) growing by 4.4% in 2018 alone 
- into the textiles and apparel sector. 
This has been spurred by government 
incentives through textile-focused, 
export-oriented industrial parks.  
The sector has been prioritised by 
Government plans due to its high 
export potential and labour intensity 
(chapter 4). In 2016, there were 20 
international garment factories in 
Ethiopia which exported 100% of 
their products (FDRE 2019g). Some 
estimates put the current number 
of factories at 65 (Alliance experts 
2019). Growth in textiles and apparel 
has been facilitated by duty-free 
access to the European Union (EU) 

and U.S. markets through the African 
Growth and Opportunity Act (AGOA). 

Despite this success, the textile 
industry is beset with many challenges. 
Ethiopian farmers produce enough 
cotton to meet only 40% of industrial 
demand, the rest is imported yarn. 
Field interviews indicated that huge 
quantities of caustic soda, soda ash, 
hypochlorite and dyes are imported 
(see annex 6). The result is low 
capacity utilisation, perhaps as low as 
40 – 45% (FDRE 2019g). The plant 
visited during interviews had a 30% 
capacity utilisation. Boosting farm 
output through increased fertiliser use 
and localising chemical inputs would 
increase efficiencies and enhance the 
competitiveness of the sector. 

The leather industry 
This is another burgeoning industry 
in Ethiopia and an emerging leading 
exporter of semi-processed and 
finished leather products in Africa. 
Total leather exports increased by 
39% between 2012 and 2016 with 
the largest finished leather export 
markets being China and Hong Kong. 

The industry is well established 
with a reported 34 tanneries in 
2017, privately owned by foreign 
and domestic capital. On average, 
20 million skins and 2 million hides 
are either used locally or exported 
annually. The industry has also 
diversified into shoe production, 
with about 24 million pairs produced 
annually for both local and export 
markets. There are also glove and 
other leather goods factories. 

Ethiopia’s biggest challenge is 
that livestock production is largely 
dominated by small-scale farmers 
and the majority of animals are 
slaughtered at home. On average, a 
high percentage (as much as 65%) of 
skins are rejected due to bad practices 
in curing and general handling. 
Domestic production of chemicals for 
tanning is also severely hampered with 
only 5–10% of required chemicals 
currently produced in Ethiopia. 
Imported chemicals include soda ash 
for pH control, sodium bicarbonate, 
hydrochloric acid, sodium hypochlorite 
and sodium hydroxide. All these 

chemicals are available locally but 
probably lack availability in sufficient 
quality and quantities. Chrome tanning 
uses chromium salts and accounts for 
around 85 percent of global leather 
production. In Ethiopia chromium 
sulphate is imported for this purpose 
even while chromite ores are known 
to be exported by artisanal miners.

Other chemical applications in industry 
 Globally, soda ash is used in numerous 
chemical reactions as a source of 
sodium ions. It is, for example, used as 
a major raw material for the production 
of sodium phosphates, sodium silicates 
and in the manufacture of dyes and 
colouring agents. It is also used in 
the production of sodium bicarbonate 
(baking soda), an essential ingredient 
in the beverages and food industry. 
Bentonite is used in the brewing 
industry as well as for bleaching 
edible oils in the manufacturing 
process. Currently, calcined bentonite 
is imported into the country together 
with sodium phosphates and sodium 
silicate.
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Hydrogen, chlorine and caustic soda 
are manufactured in Addis Ababa by 
the hydrolysis of brine. Chlorine, used 
in water treatment as a sterilizer, and 
in the manufacture of hydrochloric 
acid  is currently imported from 
China for water treatment, according 
to field interviews. Chlorine is a 
major ingredient in agro-chemicals 
and the pharmaceutical industry. 
Chlorine derivatives, such as sodium 
hypochlorite, are widely used as 
bleach in the textile, pulp and paper 
and leather tanning industries, as 
well as  in antifungal and antiviral 
medicines. 

Because of its porous qualities, 
diatomite has been used extensively 
as a filter for a variety of purposes. 
It is used to filter impurities in the 
manufacture of beer and wine, oils 
and grease. Similarly, diatomite is 
used to filter impurities from water 
to produce drinkable (potable) water 
in public water systems. Kaolin can be 
used to make aluminium sulphate for 
water treatment using sulphuric acid.

6.3.3 Summary and Main   
 Observations 

It is clear that the mining industry 
has significant potential for upstream 
goods and services, especially if the 
cement industry and ASM sectors 
are included. This potential would 
be much larger if the mining and 
processing of industrial minerals 
was fully developed. Ethiopia has 
the second largest population in 
Africa at about 110 million people. 
As a result the potential for growing 
consumption linkages into its large 
agriculture, manufacturing and other 

industrial production processes is 
large. Unfortunately, a number of 
audits will be necessary to clarify the 
size of both upstream and downstream 
production linkages. This should lead 
to informed strategies for targeting 
local content development in line with 
the country’s growth, transformation 
and industrialisation goals. Industrial 
audits were not part of the mandate for 
this assignment and is recommended 
for further exploration. 

 6.4  Stakeholder Views from  
 Field Surveys

A tailored questionnaire was developed 
and distributed to stakeholder 
constituencies (see chapter 2 and 
annex 4 and 6). This survey was 
structured to elicit information 
on their views on local content in 
Ethiopia; any weakness of the LC 
policy environment; the functional 
state of LC on the ground; the linkages 
between mining and other economic 
sectors; and perceived priorities for 
LC development in Ethiopia. Some 
stakeholder organisations were visited 
for interviews.  The organisations 
visited and results of the interviews 
are shown in Annex 6. Stakeholder 
views on the aspects of LC explored 
are summarised below.

6.4.1 Policy and Regulatory   
 Environment

The primary concern, reported by 
80% of respondents, was that there 
is weak policy coordination amongst 
government agencies and ministries, 
and other stakeholders. This leads 

to confusion and uncertainty on the 
government’s real position on local 
content development. Three quarters 
of respondents (75%), particularly in 
industry, were also concerned with 
inadequate incentives to drive local 
content development. This concern 
was especially expressed by large 
project developers who felt that 
large scale investments, running into 
hundreds of millions of dollars, do not 
get appropriate preferential incentives 
in terms of access to foreign exchange 
and the utilisation of export dollars 
earned. Tax holidays are also not 
available to facilitate loan repayments 
especially during lean start-up years.
Poor institutional structures for local 
content development was a concern 
reported by 69% of respondents, 
while the lack of an LC legislative and 
regulatory framework was reported as 
an issue by about 60% of respondents. 
Surprisingly, less than half (45%) of 
the respondents felt that the lack of a 
policy was a hindrance to local content 
development. These results suggest 
that specific elements of policy and 
regulations that ameliorate business 
operations are considered more 
urgent and critical than developing a 
local content policy.

6.4.2 Fit-for-work Skills of   
 Nationals

A good LC environment should provide 
for skills development of nationals 
that are fit for work. The general 
consensus of the respondents was 
that education and training facilities 
were not producing graduates that are 
ready for employment. According to 
the international Labour Organisation( 
ILO), every year 2- 3 million people 

enter the labour market, adding to 
unemployment numbers. Among 
the many reasons advanced for low 
preparedness for work were:

a. The inadequate or absence of 
relevant work-related courses, 
especially in mining and mineral 
processing, engineering, cement, etc;

b. The poor relationship between 
government, training institutions 
and industry;

c. Poor capacities and sustainability 
of education and training 
institutions, exacerbated by poor 
conditions of service; and

d. The lack of a policy and regulatory 
environment to link industry to 
education facilities.

Among the suggestions made to 
improve the situation were:

a. To design needs-based training 
programmes based on robust 



LOCAL CONTENT IN AFRICA’S EXTRACTIVE SECTORS LOCAL CONTENT IN AFRICA’S EXTRACTIVE SECTORS68 69

assessments of industry 
requirements;

b. To improve government financial 
support for R & D institutions 
coupled with expanded facilities 
to include laboratory training 
space;

c. To expand the curricula to 
introduce relevant courses, 
coupled with the introduction of 
short professional courses. This 
applies particularly to TVETs. 
Specific TVET courses suggested 
were electro mechanics, heavy-
duty equipment maintenance, 
specialist welding techniques, 
mining and mineral processing;

d. Improve the relationships 
between government, training 
institutions and industry; and

e. Align E & T facilities to 
international standards in 
curriculum and quality of training, 
coupled with improvements 
in the pre-tertiary education 
system of the country.

6.4.3 Linkages Between Industry  
 and Education and Training  
 Institutes

Local content development demands 
good linkages between industry, 
academic learning and trades training 
institutes. However, this series of 
relationships does not appear to 
be working efficiently for Ethiopia. 
In mature mining economies, these 
linkages include support for student 
bursaries, support for R & D, 
participation in curricula development, 
support for professorial seats and 
academic chairs, and provision of 
knowledge-building services, such as 

journal subscriptions and equipment 
procurement.

Among respondents, the most popular 
choice was industry guidance on 
curricula development (68%). This is 
surprising because this is the least 
direct and effective route to securing 
industry competitiveness. In mature 
mining economies the more popular 
industry participation approaches 
are supporting student bursaries to 
lock in the best talents into company 
employment and financing R & D 
to support business innovation and 
competitiveness. Scores for both 
were average (53%) while support 
for professorial seats or academic 
chairs scored less than average (47%) 
suggesting these sources of driving 
industry competitiveness may be 
underappreciated in Ethiopia. 

Some respondents suggested that 
legislation should be introduced to 
force industry and E & D institutions 
to work together. This approach 
is uncommon, with more popular 
approaches leaning towards providing 
incentives, such as tax-deductible 
expenditure. Other suggestions 
included supporting entrepreneurship 
building and providing more 
experiential learning in industry.

6.4.4 Domestic Manufacture of  
 Industrial Inputs by SMEs

A good LC environment prioritises 
industrial inputs by domestic SMEs 
to support an efficient manufacturing 
sector. This is one of the main goals 
of Ethiopia’s development plans. 
Most respondents (85%) felt that this 

was not happening mainly due to a 
lack of technical entrepreneurship 
and expertise.  A general lack of 
technology to manufacture industrial 
inputs was also cited frequently as a 
problem by 80% of respondents. Six 
out of every ten respondents (60%) 
cited a lack of access to finance and 
inadequate policy support as critical 
limitations. Surprisingly, competition 
from imported industrial inputs 
scored poorly (35%) suggesting that 
exposure to global competition is not 
considered a big issue. There was 
some sentiment among stakeholders 
that the Government was not 
perceived to realise the importance 
of minerals as a source of industrial 
competitiveness and that SMEs 
themselves are not aware of LC 
opportunities. This points to raising 
awareness of the opportunities that 
exist for industrial minerals to import 
substitute for industrial inputs and 
potentially exposing the true costs of 
import/export imbalance.

6.4.5 Tools for Regulating Local  
 Content

A number of tools for regulating 
LC have previously been outlined 
(chapter 3). The use of incentives to 
stimulate the domestic manufacture 
of industrial inputs was by far the 
most important instrument preferred 
by 86% of the respondents. Linking 
LC achievement at firm level to the 
issuing of mineral rights and making 
LC development plans mandatory 
also at firm level, were also seen 
as reasonable options by a majority 
of 58% of the respondents. The 
use of taxes and tariffs to regulate 

imports of input goods and services, 
and strengthening employment 
regulations to limit external labour 
and expertise were both unpopular 
options. This is understandable as 
business generally prefers to obtain 
inputs from the most cost-effective 
sources irrespective of origin. Cost, 
reliability and timeliness of supply are 
far more important than a defective 
LC environment. This has lessons 
that importing substitute quality with 
defective domestic inputs is never 
the objective of LC development.

6.4.6 Macroeconomic    
 Challenges

A supportive and enabling 
macroeconomic environment is vital 
for local content  development. A 
number of macroeconomic challenges 
are known to exist that hobble LC 
development (chapter 5). Almost all 
respondents (90%) suggested that 
infrastructure constraints in mining 
areas are probably the biggest 
limiting factor to LC development. 
This was followed by labour market 
limitations in the availability of 
skills and expertise, and a  poor R 
& D and technology base that fails 
to service manufacturing (both 
70%). Inadequacies in standard 
accreditation and other government 
institutions were considered 
restrictive by 65% of respondents, 
while the high cost of capital, power 
outages and limitations in access to 
energy had average scores. The work 
culture also came in for criticism citing 
the need to align it to international 
best practice. 
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6.4.7 Mining Sector    
      Contribution to Local   
 Content

Mining output has been declining 
for the last few years and currently 
the sector is failing to make its full 
contribution to Ethiopia’s growth and 
transformation plans (chapter 5). The 
most critical limiting factors cited were 
insufficient exploration and knowledge 
of resources to drive LC development 
(95% of respondents) and the lack 
of facilities in mining and processing 
technologies for testing potential 
industrial inputs (84%). Limitations 
in technical entrepreneurship were 
also felt to be major issues (74%), 
as were limitations in manpower and 
expertise (68%). About six out of ten 
respondents cited the lack of policy 
incentives to exploit minerals for 
industrial applications, lack of access 
to finance and limitations in knowledge 
on goods and services required by 
domestic industry as constraints.

6.4.8 ASM Contribution to Local  
 Content

Artisanal and smallholder mining 
(ASM) has the potential to contribute 
significantly to LC and industrial 
linkages by providing raw materials 
and semi-processed inputs into 
industrial processes (section 6.2). But 
many aspects of this troublesome 
sector may have to alter before this 
potential can be achieved. Most 
respondents (95%) indicated that 
infrastructure allowing mining areas 
to become more accessible was the 
largest constraint, closely followed 
by the need to build the knowledge 
and skills of small operators (89%). 
Enhancing the policy and regulatory 
environment and providing extension 
officers, similarly to the agriculture 
sector, was a well-supported idea 
(79% of respondents). The need for 
centralised processing centres where 
operators could take their materials 
for processing and hire common 
equipment for their operations also 
scored highly (74%). This might require 
changes in policy to promote the use 
of specific intermediate technologies 
by ASM operators. It would also 
require the domestic manufacture of 
simple intermediate equipment for 
ASM operations. Other suggestions 
made by stakeholders included the 
need to improve access to finance 
and markets; resolving security issues 
and providing training in safety, health 
and environment aspects of mining.

6.4.9 Stakeholder Priorities       
 for LC Development in  
 Ethiopia

Stakeholder feedback emerged from 
the analysis of results of the structured 
questionnaire (Annex 4). Stakeholders 
were asked to spontaneously list five 
recommendations that they believed 
could enhance LC development in 
Ethiopia and responses were grouped 
into broad categories (Annex 5). 

The largest category of suggestions for 
improving LC development in Ethiopia 
relates to skills building, education and 
training and improving R & D.  Many 
of the suggestions in this category 
concerned improving skill levels by: 
strengthening experiential learning; 
closer industry involvement in 
education and training; strengthening 
exposure to international best 
practice and strengthening curricula 
in academic institutions and 
TVETs. Other suggestions related 
to strengthening R & D through 
incentivizing companies participating 
in local content and entrepreneurship 
building schemes.

The second largest category 
of suggestions referred to the 
environment of policy, legislation  
and recommended changes to policy 
varied from improving mining policy 
and regulations, developing local 
content policy, regulations and clear 
targets; improving employment 
regulations; and developing clear 
working regulations between the 
federal and regional state level. Many  
respondents suggested improving 
incentives at several levels of LC 

development including for mining 
companies, local manufacturers and 
ASM operators. 

Improving the macroeconomic 
environment for manufacturing 
received a good degree of interest. 
Among the key suggestions were 
improving access to raw materials 
to create inter-industry linkages 
and promote competitiveness 
in manufacturing; improving 
infrastructure especially in mining 
areas; improving access to finance 
and foreign exchange availability and 
supporting the domestic manufacture 
of components and spare parts.
Participation and awareness-raising in 
LC development were also proposed 
as areas requiring further attention. 
The more common suggestion was 
stakeholder participation in developing 
policies and regulations, especially 
provisions that accommodate 
subnational stakeholders using a 
bottom up approach. Suggestions on 
raising awareness included creating 
platforms for public dialogue, 
developing a common understanding 
of local content and strengthening 
the relationships between mining 
companies and industrial customers.

A final category of suggestions, albeit 
with a smaller number of respondents 
saw the need for industrial audits and 
analysis for informed decision making. 
The recipients suggested conducting 
specific audits on local content 
requirements to clearly understand 
what the mining industry can 
supply and to scope what domestic 
manufacturers require. 
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CHAPTER

07

This study assessed the state 
of local content in Ethiopia, 
based on the fundamental 
pillars in Ethiopia’s 

development plans: industrialisation, 
transformation and economic 
diversification. The assessment 
was founded on robust economic 
thinking that production linkages 
drive structural transformation 
through improved productivity and 
competitiveness, the quality of 
skills, entrepreneurship, R & D and 
innovation; and enabling a facilitating 
policy and institutional space. This 
chapter uses this context to summarise 
the main challenges LC faces in 
Ethiopia and proposes an actionable 
framework of potential steps to 
address them. Stakeholder views from 
field surveys largely corroborate the 
desk research findings and ground the 
recommendations in the experience 
of participants in the sector. 

7.1 Education and Training,  
 Employability and 
 Research and 
 Development 

7.1.1 Summary of Challenges

Competitive skills and technological 
capacity through R & D and 
innovation underpin productivity 
and competitiveness. Ethiopia’s 
development plans and policies 
already show deep understanding 
of this need. The GTP II attributes 
weaknesses in industrial productivity 
and competitiveness to limitations 
in domestic engineering and 
manufacturing capabilities. Ethiopia’s 
Job Creation Plan highlights the 
marginal job creation role played 
by industries key to transformation 
(agriculture, manufacturing 
and mining) due to weak skills, 

Summary of Issues and 
a Framework for Local 
Content Development 
for Ethiopia

expertise and a lack of technical 
entrepreneurship. The draft Mineral 
Resources Development Policy points 
to technology and human capital 
weaknesses that further prevent the 
emergence of a competitive mineral 
industry. 

This perspective that a major gap exists 
in this area is reinforced by the largest 
number of stakeholder proposals for 
improving LC development in Ethiopia. 
Skills and capacity weaknesses are a 
major challenge at all levels including 
Federal and regional governments, 
Education and Training  institutions 
and in industry. The main challenges 
include:

a. The low sustainability and quality 
of E & T training facilities which 
stem from poor funding, a lack 
of laboratory and pilot facilities 
for R & D, limited qualification 
of teaching staff and the lack 
of international exposure and 
accreditation of curricula;

b. The lack of industry involvement 
in E & T and R & D despite being 
the basis for industry’s growth 
and competitiveness which 
would also promote improved 
linkages between the critical 
triangle of industry, government 
and learning institutions;

c.  Curricula that emphasise 
academic learning with little 
experiential and practical hands 
on training; 

d.  Poor curricula content where 
TVET courses have little or no 
mining and mineral processing 
content; 

e.  The lack of policy and regulatory 
direction to guide and promote 

contacts between industry, E & T 
and R & D facilities; and

f. The inability of public institutions 
to retain qualified staff due to 
poor remuneration.

7.1.2 Measures to Improve E &  
 T, R & D and Innovation

These challenges can be overcome 
through the following measures:

a. Increase government financial 
support to E & T institutions to 
address staff retention, coupled 
with investment in necessary R & 
D facilities such as laboratories;

b. Encourage industry participation 
and connection-building in E & 
T and R & D through measures  
such as industry advisory boards, 
industry engagement strategies 
and the introduction of incentives 
like tax rebates for expenditure 
on E & T and R & D by firms;

c. Revise  curricula to develop 
needs-based training programmes 
following participative review 
by industry. Such programmes 
should include short professional 
courses both at TVETs and 
academic institutions, while the 
assessments should be integrated 
into long-term human resources 
planning;

d. Strengthen experiential learning 
by making supervised appraisals 
of industrial training mandatory 
for science and engineering 
courses. At government 
regulatory level, this should be 
mandatory for accreditation of 
learning institutions;

e. Strengthen exposure to 
international best practice 
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through accreditation, curriculum 
development and academic 
exchanges. Government 
accreditation of Ethiopian E & T 
institutions should take account 
of functioning relationships with 
external institutes;

f.  Build effective relationships 
between government, 
educational institutions and 
industries by developing policy 
and regulatory guidelines with 
the involvement of all parties 
to improve competencies and 
work-readiness of the labour 
force;  and

g. Develop a national system of 
innovation to drive the pace 
and direction of technological  
advancement in industry 
incentivizing and rewarding 
indigenous R & D and innovation, 
especially in specific areas 
critical to industrialization and 
transformation.

7.2   Local Content             
       Policy and the 
        Regulatory Environment

7.2.1 Summary of Challenges

Ethiopia does not yet have a 
functioning local content policy for 
the mining sector. The  new 10-
year road map and a draft Mineral 
Resources Development Policy 
present opportunities to address this. 
This report finds that the current draft 
policy, proclamations and current 
regulations are inadequate to deliver 
the support to mining anticipated 
in growth and transformation plans 

(Chapter 4). Situated beneath the 
industrial policy umbrella, provisions 
for LC development are inevitably 
spread across different sectoral 
policies and proclamations and 
stakeholders have reported a lack of 
clarity over policy. Among the key 
challenges to be tackled are:

a. A mining policy framework that is 
not fully aligned with the national 
vision and transformation plan. 
Strategic objectives not captured 
in the draft policy include: 
i. the need to increase the 

flow of mining investment; 
ii. the need to integrate 

the mining sector into 
manufacturing and other 
industrial sectors through 
substituting local raw 
materials and intermediate 
inputs for imports;

iii. To conduct R&D in the 
mining sector to develop 
products and processes for 
industrial applications; 

iv. To transform the ASM sub-
sector allowing small miners 
to escape the poverty 
cycle trap and widespread 
negative practices  and 
enable them to develop 
commercial value-adding 
operations with improved 
business support systems; 
and 

v. to increase value addition 
especially in the gemstone 
and jewellery value chains;

b. A general lack of policy and 
regulatory direction for local 
content development;

c. Incongruence in the policy and 
regulatory structures between 

the federal, regional and woreda 
levels. This renders federal policy 
ineffective at the local level;

d. Limitations in geodata 
knowledge and availability to 
support transformation and 
industrialisation; and 

e. Lack of congruence governing 
LC due to their spread across 
different sectoral policies, 
proclamations and regulations.

7.2.2 Measures to Improve the    
 Policy Framework for   
 Local Content

a. Complete the draft Mineral 
Resources Development policy 
process ensuring it closely aligns 
to Ethiopia’s transformation and 
industrialisation goals (Chapter 
4.) Further processes will require 
developing an implementation 
plan for the policy, defining 
institutional and human needs, 
and developing M & E markers 
to track implementation;

b. Develop a mining sector local 
content policy and legislation 
using a bottom-up inclusive 
approach encouraging strong 
stakeholder participation, 
especially from industry and the 
regions, and taking account of 
Ethiopia’s industrial structure 
and its requirements;

c. Revise the mining proclamations 
and regulations to accommodate 
LC provisions. It is recommended 
the following could be considered 
for inclusion:
i. mandatory firm level local 

content development plans;
ii. targets for local employment 

and domestic purchases 
informed by audits of 
domestic capabilities to 
provide goods and services;

iii. rewards for mining and 
industrial firms engaging in 
LC development; 

iv. Provisions to improve the 
coordination and stream-
line regulatory effectiveness 
and administration between 
the federal, regional and 
woreda levels.

d. Review fiscal and investment 
policy to improve targeting and 
use of incentives, based on 
policy impact assessments and 
modelling their effect on the 
economy; and
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e. Harmonise macro and sectoral 
policies and legislative provisions 
to provide congruence in LC 
implementation.

7.3 Competitiveness   
 and Productivity of the  
 Manufacturing Sector

7.3.1 Summary of Challenges

This report has argued that Ethiopia’s 
potential for a dramatic increase in 
local content in the mining sector 
is high. This includes upstream and 
downstream value added, and the 
report also argues that increasing LC 
in mining will have a major effect in 
tangential industries, providing inputs 
into agriculture, manufacturing and 
other industrial sectors.  Ethiopia’s 
manufacturing base is characterised by 
poor productivity and competitiveness 
due to:

a. A high import dependence due to  
the mining industry’s inability to 
supply necessary raw materials;

b. Inadequacy of exploration and 
geodata information on the 
types and quantities of mineral 
resources available for industrial 
applications;

c. Lack of R & D facilities to evaluate 
mineral resources for industrial 
applications

d. Poor technological base 
exacerbated by a lack of technical 
entrepreneurship and 

e. Lack of investment in key inputs 
in mining that could provide 
substitutes for imports and 
improve industrial productivity 
and competitiveness.

7.3.2 Measures to Improve   
 Productivity and 
 Competitiveness

a. Undertake industrial audits of 
the industrial sector to establish 
the requirements for raw 
material and intermediate inputs, 
their technical specifications and 
capabilities for domestic supply. 
Prioritise existing manufacturing 
sectors with a high local content 

potential and agriculture (see 
examples in chapter 6);

b. Undertake an industry skills 
survey to provide a basis for 
long-term skills forecasting 
and workforce development 
planning;

c. Strengthen facilities and 
expertise for R & D to develop 
products and processes for the 
supply of raw materials and 
intermediate inputs into the 
industrial sectors;

d. Provide specific incentives 
to attract investment into 
the exploitation, processing 
and supply of raw materials 
and intermediate inputs for 
the industrial sector. This 
could include tariffs to limit 
competition, impact investment 
funds, generous tax holidays, 
specific tax exemptions, etc; and

e. Target the deliberate development 
of skills and expertise required 
to develop a raw material supply 
sector, such as mineral process 
design, mining and processing 
entrepreneurship, business 
development services.

7.4 Capabilities of   
 Endogenous SME Firms  
 and Suppliers

7.4.1 Summary of Challenges

The report found that Ethiopia’s 
manufacturing sector comprises a few 
large scale FDI industries responsible 
for much of export competitiveness 
and a large collection of mostly 
indigenous firms that exhibit poor 

capital and labour productivity 
(Chapter 5). This results in business 
sustainability issues and a high rate 
of closures at infant stage. The field 
survey and interviews confirmed 
wide experience of these challenges 
including:

a. A lack of technical 
entrepreneurship and business 
knowledge among indigenous 
Ethiopians with most gravitating 
into the service, construction 
and real estate sectors with 
easier start up and operational 
barriers;

b. A lack of manufacturing 
technologies for industrial 
mineral inputs, cited by eight out 
of ten respondents. This includes 
processing skills to participate in 
the supply chain of mining inputs 
and downstream value added 
products;

c. Lack of access to finance and a 
weak financial intermediation 
systems that provides no access 
to long term investment;

d. Lack of an adequate policy 
support system  unlike 
Ethiopian participation in the 
services sector which has been 
deliberately protected; and

e. A lack of information on what is 
produced and available locally to 
support industrial production. 

There is no demonstrable 
evidence of any country that has 
industrialised exclusively through 
FDI without innovative endogenous 
entrepreneurship making this an area 
for Ethiopia to consider addressing in 
order to meet national objectives.
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7.4.2 Measures to Improve        
 Endogenous Industrial  
 Participation 

a. Map potential indigenous mining, 
manufacturing and supplier 
firms that could participate in 
local content development and 
identify capacity gaps that could 
enable firms to succeed;

b. Identify lower-end mining, 
processing and manufacturing 
opportunities amenable to 
SME participation and develop 
programmes to build mining, 
manufacturing and business 
skills among indigenous SMEs 
to enable them to become 
sustainable manufacturers and 
suppliers;

c. Develop programmes to 
strengthen access by nationals 
to technologies of production 
through mentorships, foreign 
partnerships and joint venture 
arrangements in areas critical to 
local content development;

d. Develop investment funds 
dedicated to support SME 
projects in mining, processing 
and manufacturing to improve 
their access to structured long-
term finance; and

e. Digitize business information on 
raw materials and intermediate 
inputs, availability quantities and 
technical specifications. 

7.5   The Macroeconomic  
 Environment 

7.5.1 Summary of Challenges

LC development and industrialization 

require a stable and supportive 
macroeconomic environment. 
Ethiopia’s macroeconomic challenges 
are many and the scope of this report 
could not address them. However, 
field interviews revealed the following 
broad challenges are restraining local 
content development:

a. Infrastructure limitations 
in mining areas, including 
arterial roads, water supply for 
processing, and power availability 
which stakeholders cited as the 
biggest challenge also affects 
plant utilisation; 

b. Foreign exchange availability 
to import inputs and spares for 
an import intensive industrial 
sector which was cited by many 
factories visited; 

c. Inadequate investment 
incentives that do not 
recognise global competition 
for investment finance. This has 
slowed investment raising for 
large mining projects; and

d. A fiscal policy that has 
inefficiencies in foreign exchange 
allocations, an aggregate tax 
base that is uncompetitive and a 
general lack of domestic financial 
intermediation.

7.5.2 Measures to Address    
         Macroeconomic 
         Weaknesses

a. Review fiscal and investment 
policy especially in respect of:
i. Project specific incentives 

to stimulate investment 
in mining value added and 
strategic industries critical 
to the growth of production 

linkages. Measures could 
include limited tax holidays, 
reduced corporate tax, 
preferential access to 
foreign exchange to 
facilitate imports and capital 
payback, and subsidies on 
utilities to allow for export 
development;

ii. Import tariffs to deepen 
domestic value chains 
or export tariffs on 
unbeneficiated mineral 
products to encourage local 
processing; and

iii. reduce or remove import 
tariffs on raw materials 
for strategic industrial 
production to stimulate 
competitiveness

b. Improve infrastructure especially 
in major mineral belts to facilitate 
project start-up and evaluation 
of mineral products;

c. Reduce cost of domestic capital 
while improving access to project 
finance for selected high impact 
industrial projects; and

d. Ameliorate provision of electricity 
to industries to cushion power 
outages for industrial production 
until generation capacity 
increases to sustainable levels.

7.6 Institutional       
 Weaknesses

7.6.1 Summary of Challenges

The field survey revealed a number 
of institutional challenges for LC 
development. Surprisingly, Ethiopia’s 
lack of a local content policy and 
regulations was not a primary concern 

among stakeholders. Weak policy 
coordination and effectiveness was 
a major stakeholder preoccupation at 
several levels:

a. At government level among 
different ministries and 
agencies. Local development 
requires effective inter-agency 
coordination;

b. Mining policy and regulatory 
incongruence between the 
federal, regional and woreda 
levels to the extent that federal 
policy is ineffective locally;

c. Weak supervisory authority at 
woreda and kebele levels which 
leads to weak regulatory reporting 
lines back to the federal level. 
This is exacerbated by structural 
incongruence between regional 
mining offices, whose budget 
falls under ministries other than 
that for mining;

d. Regionalism and poor 
relationships between mining 
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companies and communities 
which have led to security 
challenges in mining areas 
and the suspension of mining 
activities in some areas;  and

e. Weaknesses in technical 
standards and accreditation 
which limit the use of local 
materials in manufacturing due 
to poor quality.

7.6.2 Measures to Address    
 Institutional Weaknesses

a. Local content always spans 
several government units and a 
central coordination point will be 
necessary within the Ministry of 
Mines and Petroleum, industry 
or under the office of the Prime 
Minister;

b. Resolve security and regulatory 
issues between the federal and 
state levels to allow for a smooth 
flow of industrial inputs across 
states;

c. Scale up community consultation, 
sensitisation and participation 
in mining projects at the local 
level to engender ownership 
and spread of benefits. Local 
people need to be targeted for 
non-core purchases and specific 
low level skills development to 
increase their employability; and 

d. Improve standards testing and 
accreditation in order to increase 
the uptake of local raw materials 
and intermediate inputs by the 
manufacturing sector.  This may 
require an expansion in facilities 
for materials testing, and 
accreditation entities testing to 
foreign standards.

7.7 ASM Challenges

7.7.1 Summary of Challenges

The ASM sector has the potential to 
contribute positively to growth and 
transformation objectives through 
fiscal linkages (foreign exchange 
earnings) and production linkages by 
making raw materials and intermediate 
materials available. However, this 
large subsector remains constrained 
by numerous challenges which 
include the following:

a. Most ASM activities are in 
remote rural areas where there 
is no infrastructure to make 
the areas accessible or support 
processing activities;

b. ASM operations are generally 
technology and skill deficient. 
The lack of knowledge and 
expertise leads to both human 
and environmental degradation, 
and wasteful mining operations;

c. The gemstone and precious 
metal ASM operations are 
fraught with illicit activities 
characterised by an asymmetry 
of information on the true value 
of minerals mined;

d. ASM licences are issued at 
the woreda levels where 
federal policy and regulatory 
effectiveness, as well as 
reporting, are weakest; and

e. Most ASM operations are not 
formal businesses and lack 
access to capital to improve 
their operations.

7.7.2 Measures to Improve ASM 
Operations

a. Deliberately target improving 
knowledge and expertise of 
ASM miners through simple 
tailor-made training courses 
in mining, mineral processing, 
gem evaluation, environmental 
and business knowledge. 
TVETs, which themselves need 
strengthening, could be mobilised 
to provide training modules;

b. Encourage the formation of 
ASM cooperatives to widen 
purchasing power for goods and 
services and skills provision to 
convert ASM miners into small 
businesses; 

c. Introduce mining, marketing 
and processing centres in ASM 
mining districts where miners 
can access geodata information 
and geological services; mining 
and processing technologies, 
extension services and 
equipment hire, and market their 
products;

d. Encourage the domestic 

manufacture of rudimentary 
small scale mining and processing 
equipment, such as jack 
hammers, stamp mills, shaking 
tables, Humphrey spirals, and 
jigs; and

e. Develop a uniform policy and 
regulatory framework that 
is applied to ASM at federal, 
regional government and woreda 
levels to improve regulatory 
effectiveness

7.8 Prioritisation of   
 Proposed Measures

The above LC interventions have been 
prioritised (Table 4) and summarised 
(Figure 14) to form a framework for 
action. Prioritisation was based on the 
potential impact of the proposals on 
LC development and the feasibility 
of their implementation. Examples 
of impact are expected improvement 
in LC development; improvement 
in manufacturing productivity or 
improved skill levels among nationals. 
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Feasibility, on the other hand, alludes 
to the cost of implementing the 
interventions; time taken to realise 
benefits; and the complexity of 
implementation. A low feasibility rating 
is associated with high implementation 
costs, long lead times and complex 
procedures for implementation.

Figure 15 shows a matrix of the 
priorities. It is clear from the figure 
that the most attractive actions 
delivering both high impact and ease 
of implementation are as follows:

• Review of fiscal and investment 
incentives to provide project 
specific terms especially for 
large, high value and high impact 
projects. Examples of such 
projects include the potash 
projects, expanding soda ash 
production; and phosphate and 
ammonium nitrate production;

•  Incentivise industry participation 
in E & T and R & D. Industry has a 
business interest and will always 
respond to positive government 
signals;

•  Revise proclamations and 
regulations to provide direction 
for local content development;

•  Undertake industrial audits to 
map industrial inputs required 
to improve productivity and 
competitiveness in current 
manufacturing industries;

•  Undertake industry skill mapping 
surveys to provide a basis for 
skills development and skills 
forecasting; and

•  Map capacities of endogenous 
SMEs and potential opportunities 
depending on their participation 
in LC development.

• Further high impact actions are 
feasible in the medium term after 
developments such as:

•  Resolving security issues and 
regulatory ineffectiveness 
at federal and state levels. 
Addressing security issues would 
unblock suspended operations 
and promote investment into 
new projects;

•  Creating mining processing 
centres in mineral rich areas to 
address ASM challenges, coupled 
with promoting domestic 
manufacture of mining tools and 
equipment;

•  Developing a local content 
policy and resolving government 
coordination issues; and

•  Attracting investment in raw 
materials supply; along with 
targeted development of 
expertise in mine and minerals 
industrial raw materials to 
support import substitution.

High impact actions that require 
time and sustained funding to 
implement (i.e. lower feasibility) 
include: improved financial support 
for E & T institutions and government 
ministries and agencies; strengthened 
R & D structures for specific products 
and processes important to industrial 
competitiveness; establishing impact 
investment funds for LC projects; 
and upgrading the knowledge of 
ASM miners to the required levels 
for safe and business-like operations. 
Improving infrastructure in mining 
areas was highly recommended by 
stakeholders. While this potentially 
has a high impact on LC development, 
the feasibility of financing arterial 
roads construction may be at best 

LC intervention 

E & T, employability, R & D and innovation
Improve financial support for institutions
Incentivise industry participation in R & D
Develop industry needs based curricula
Strengthen supervised experiential learning
Strengthen international accreditation
Provide government policy & guidelines
Develop a national innovation system
Policy & regulatory environment
Complete mineral development policy process 
Develop local content policy & regulations
Revise proclamations and regulations
Review fiscal and investment provisions
Harmonise existing legislation
Manufacturing productivity & competitiveness
Undertake industrial audits to identify inputs
Undertake industry skills survey
Strengthen R & D for products & processes
Promote investment in raw materials supply
Target expertise to mine/process raw materials
Capabilities of endogenous SMEs
Map existing capacities of endogenous SMEs
Develop capacities for specific LC opportunities 
Facilitate access to technologies
Establish LC impact investment funds
Develop business to business information portals
Strengthen macroeconomic environment
Review project specific investment incentives
Improve infrastructure in mineral belts
Reduce cost of domestic capital
Improve provision of electricity
Address institutional weaknesses
Create an LC Coordinating Unit
Resolve security & regulatory issues
Scale up community consultation/participation 
Improve standards testing & accreditation
Address ASM challenges
Improve knowledge & expertise of miners
Encourage formation of cooperatives
Create mining, processing & marketing centres
Promote domestic fabrication of equipment
Develop uniform regulatory framework

Impact of LC intervention Feasibility of implementation

High         Medium      Low          High   Medium       Low

Source: Author’s illustration

Table 4 -  Prioritisation of proposed LC interventions
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modest. This is hence considered to 
be a longer term action.

On the other hand, some actions are 
highly feasible but of limited impact 
on LC development. Examples are: 
the formation of cooperatives and 
scaling up community consultations 
and participation. While these are 
desirable, their impact on driving local 

content development is minimal.

The study recognises the qualitative 
nature of prioritising the interventions 
in the draft framework and 
recommends stakeholder workshops 
to further validate the sequencing of 
actions and build consensus on the 
priorities in light of limited resources.

•Improve financial 
support for E & T 
institutions 
•Strengthen R & D for 
products & processes
•Develop capacities 
for specific LC 
opportunities
•Establish LC impact 
investment funds
•Improve infrastructure 
in mineral belts 
•Improve knowledge & 
expertise of ASM miners

•Harmonise legislation 
across sectors
•Reduce cost of 
domestic capital
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•Develop local content policy & 
regulations
•Promote investment in raw 
materials supply
•Target development of expertise to 
mine & process raw materials
•Improve supply of electricity to 
industries
•Create an LC Coordination Unit
•Resolve security and regulatory 
issues at Federal & State levels
•Create mining & processing centres
•Promote domestic fabrication of 
ASM mining tools

  

•Develop uniform regulatory 
provisions for ASM at Federal, state 
and Woreda levels
•Improve standards testing & 
accreditation
•Develop industry needs based 
curricula
•Develop a national innovation 
system
•Complete mineral development 
policy processes
•Facilitate access to technologies 
for SMEs

•Provide policy guidelines for 
industry involvement in E & T

•Improve financial 
support for E & T 
institutions 
•Strengthen R & D for 
products & processes
•Develop capacities 
for specific LC 
opportunities
•Establish LC impact 
investment funds
•Improve 
infrastructure in 
mineral belts 
•Improve knowledge 
& expertise of ASM 
miners

•Strengthen 
supervised experiential 
learning
•Develop business 
information portals

 
•Encourage formation 
of cooperatives
•Scale up community 
consultations & 
participation

Source: Author’s illustration

Figure 15 - Matrix indicating prioritised LC interventions
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Annexes

Annex 1

Terms of Reference 

Review literature on local content and related activities in the mining sector; 

i.  Review current policy and legislation relating to local procurement in the 
mining sector, including previous and current attempts at local content 
development;

ii. Review programmes of support by other development partners in the  
country’s mining sector, especially various research works, policy documents 
and assessments undertaken; 

iii.  Review Ethiopia’s industrial policy, legislation and other initiatives meant 
to boost procurement of locally manufactured goods and services; 

iv. Conduct a capacity audit of Ethiopia’s mining and allied industries to 
produce goods used in the mining industry. The review should include 
quantitative mapping of skills, goods and services consumed by mining 
operations, etc; 

v.  Identify successes and bottlenecks or barriers to achievement of local 
content;  

vi. Review infrastructure and institutional arrangements, and evaluate their 
bearing on the sector with respect to local content; and 

vii.  Share experiences with stakeholders and staff at the ministry of mines and 
petroleum.

Capacity audit should indicate:  
i.  Capacity gap analysis and alignment of policy with the state market 

conditions; 
ii. Number and capacity of existing industries producing inputs for the mining 

industry;
iii.  Volume of goods imported as input into production in the mining industry; 
iv. Local manufacturers of goods and their capacities, capabilities and main 

challenges faced, etc; 
v. Service providers in the country’s mining and petroleum sectors; 
vi. Imported services and complexity of providing the services in-country; 
vii.  A high level roadmap for engaging the government of Ethiopia and its 

partners in the development of local content policies in the mining sector; 
and

viii. Local content policies and an implementation plan generated for Ethiopia’s 
mining sector.

It was agreed with the Ministry of Mines and Petroleum, and AfDB that the 
capacity audit and local content policy and its implementation plan would form 
future phases of the work. This assignment would focus on the development of 
the Framework.
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Projected GDP and sectoral growth rates, %
Real GDP
Agriculture and Allied Sectors
Industry  
Manufacturing
Services   

Projected composition of GDP, %
Agriculture and allied Sectors
Industry 
Manufacturing 

Other targets share of GDP, %
Export of Goods and non-factor Services, % Share of GDP 
Import of Goods and non-factor Services, % Share of GDP
Supply of Chemical Fertilizers  Metric/tons 

Technology transfer 
& development

Export promotion

Industrial capability

GERD, %

Systematic technology 
transfer

Export of value added 
primary products

Locally produce basic 
chemicals and steel to 
reduce imports

Provide local raw 
materials for industries

1.0

Reduction of 
technology dependency

Export of commodities

Fully meet local demand 
for steel and chemicals

Export steel and 
Engineering products

1.5

Export of Ethiopian 
technologies

Export of high 
technology products

Adopt international 
quality standards

Innovate new materials 
and products

2.0

Source – FDRE 2016

10.2
6.4
23.5
21.4
10.2

38.5
15.1
4.8

9.7
27.1
1,223,309

11.0
8.0
20
21.9
10.0

33.5
22.3
8.0

20.6
32.3
2,062,106

Annex 2 

Selected targets in Ethiopia’s planning frameworks
Selected Macroeconomic GTPII Targets

Targets for the Science and Technology Policy

Sector/Indicator

2015       2020    2025

Base Year
2014/15

Plan Target
2019/20

Source – FDRE 2010

Export Earnings and revenue generation
Foreign exchange from mining, $ millions
Domestic income, Birr millions

Investment promotion
Foreign direct investments, number
Domestic investment in mining, number
Enterprise permits in regions, number
Investment in mining services, numbers

Increase in value adding industries
Enterprises in precious and semi-precious minerals, 
numbers
Enterprises in construction materials for domestic 
demand, numbers 
Chemical & petrochemical industries supplied with 
minerals, numbers 

Jobs creation
Jobs created by enterprises, numbers 

Developing institutional capacities
Upgrade policies & legal framework to level of other 
jurisdiction, %
Structure for effective execution of  policies, plans & 
strategies, %
Retain capable manpower, %
Equip sector with modern technologies, %
Enhance geoscience mapping, %

Source – FDRE 2019

 
265
400

160
50
14,600
1,700

30

1,500

100

200

30

30

50
10
10

 
17,000
90,000

500
1,000
30,000
5,000

100

5,000

1,000

1,600,000

85

85

95
70
40

Selected Targets from Mining 10 Year Development Road Map

Sector/Indicator Base Year
2020

Plan Target
2021/30
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Metallic minerals
Gold (placer and primary 
deposits)

Platinum 

Columbo-Tantalite

Nickel (cobalt, chromium)
Iron 

Manganese 
Gemstones
Beryl, aquamarine, tourmaline, 
garnet, spinel, topaz, amethyst, 
opal, Sapphire, opal
Industrial Minerals 
Soda ash (sodium carbonate)
Potash
Diatomite 
Bentonite

Limestone & Dolomite 

Clays and kaolin

Phosphate 

Graphite 

Salt
Gypsum
Marble

Energy minerals
Coal 

Source – FDRE 2016

Adola Gold Field, Sidamo, Southern Ethiopia
Wollega and Asosa regions, Western 
Ethiopia  Akobo region, Southwestern 
Ethiopia Northern Tigray region, Northern 
Ethiopia
Yubdo, Wollega, Oromia Regional State

Kenticha rare-metal pegmatite, Adola, 
Oromia, 
Adola and Kenticha belts (Sidamo)
Bikilal, Wollega. 

Enkafala, Afar depression 
Kenticha, Kibre Mengist area, Sidamo; 
Harrar, and Tigray (Axum and Adwa area):). 
Gishe district of Showa province; Shakiso, 
Oromia
 
Lakes Abiyata and Shala
Afar depression
Afar depression. 
Afar region at several sites
Gidicho Island, Lake Abay, Sidamo. 
Tigray, Shoa, Gojjam, Wollega, Sidamo, Dire 
Dawa and Bale; also Eastern Ogaden, Afar 
depression, and Omo River. 

Gonder, Showa, Addis Ababa area, Debre 
Zeit, Debre Berhan, Wollega, Dire Dawa and 
Abay river valley
Soji-Bikilal, western Ethiopia; Melka-Arba in 
south eastern Ethiopia. 

Afar depression, Bale and Sidamo. 
Afar depression
Daleti (Wollega), Metekel, Tigray, Hula Kuni 
and other valleys in Hararghe. 
Yayu (Illubabur), Delbi Moye (Jimma zone), 
Chelga (Gonder), Nejo (Wollega), and Mush 
Valley (Showa). 

401

12.5

25,000

17,000,000
About 185 million 
t at Bikilal
75,000  
Potential not fully 
known

460,000,000
160,000,000

85,000,000
170,000,000 
(Afar region)
100,000,000 
(Mugher valley (Shoa)
46,000,000 (Dire 
Dawa)

48,740,773 
(kaolin)
28,300,000 (clay)
181,000,000t (Bikilal)
Total 340,000,000t
460,000
290,168,000

56,420,000
60,000,000 (Metekel)
50,000,000 (Daleti)
267,923,954

Annex 3 

Selected mineral occurrence and reserves in Ethiopia

Mineral Type                         Area/Region Potential Reserves 
(tons)

Annex 4 

Field Questionnaire 

ORGANISATION:

NATURE OF BUSINESS:

PERSON COMPLETING QUESTIONNAIRE:

TITLE: 

BACKGROUND: The Ministry of Mines and Petroleum is developing a policy 
framework to support mining driven local content in Ethiopia. This is necessary 
to strengthen the achievement of growth and transformation goals. Generally, 
Local Content (LC) involves:
a. Workforce development

i. Employment of local workforce; and
ii. Training of local workforce

b. Supplier development:
i. Procuring input goods and services locally
ii. Developing local supplier capabilities in SMEs

c. Developing local entrepreneurship
d. Strengthening R & D and technology transfer to citizens
e. Developing economic linkages between mining and other industrial sectors 

(agriculture, manufacturing, construction, water supply, etc)

This questionnaire is based on the above context of LC.

Please circle relevant answers, where options are presented

What is your organisation’s main role in LC development in Ethiopia 
in respect of any the above elements?

What do you perceive as the major policy and regulatory weaknesses 
in LC development in Ethiopia?

a. Weak or lack of policy direction
b. Lack of LC legislative and regulatory framework
c. Weak coordination amongst government agencies/ministries and  
  other stakeholders
d. Lack of clear and supportive incentives
e. Poor institutional structures by Government
f.           Other reasons (please state):

A good LC environment should provide for skills development of nationals that 
are fit for work. Are education and training facilities in Ethiopia doing this? If 
not, what are the reasons and what should be done to improve the situation?

1

2

3
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LC development requires good linkages between industry, academic learning 
and trades training institutes. Which of the following linkages are functional 
in Ethiopia? What should be done to improve linkages between industry and 
education and training institutions?

a. Support for student bursaries
b. Support for R & D
c. Guidance on curricula eg through participating in faculty advisory  
  committee
d. Support for professorial seats or other academic chairs
e. Support for knowledge services (eg journal subscriptions) and   
  equipment procurement 
f.  None of the above

A good LC environment prioritises productivity in domestic SMEs to support 
efficient manufacture of inputs. What are the main reasons for poor productivity 
in Ethiopia’s SMEs?

a.     Lack  of or limited policy support by government
b.     Lack of technical entrepreneurship and expertise
c.     Limited access to raw materials and intermediate inputs
d.      Limited access to finance
e.     Competition from imports and lack of tariffs to limit these
f.   Lack of technologies to manufacture inputs
g.   Inadequate incentives for domestic SMEs
h.   Other (please specify)

There are a number of tools for regulating LC. Which of the following do you 
think would work well in Ethiopia?

a. Tie issuing of mineral rights to LC achievement at firm level
b. Make LC development plans mandatory at firm level
c. Use a combination of taxes and tariffs to regulate imports of   
  goods and services
d. Use incentives to stimulate domestic manufacture of inputs
e. Strengthen employment regulations to limit external labour and   
  expertise
f.  Other (please specify)

LC development requires an enabling macroeconomic environment. Which do 
you see as the main constraints in Ethiopia?

a. Infrastructure is insufficient for LC development
b. Labour market limitations in the availability of skills
c. Access to energy is limited

4

5

6

7

d. Cost of capital is high and restrictive
e. Inadequate standards accreditation and other government   
  institutions
f.  Poor R & D and technology base to provide raw & intermediate   
  into manufacturing
g. Other (please specify)

The Ethiopian mining industry is not making its full contribution to LC 
development. What are the main reasons for this?

a. Insufficient exploration and knowledge of resources
b. Lack of facilities in mining and processing technologies 
c. Lack of policy incentives to exploit minerals for industrial    
  applications
d. Lack of access to finance for projects
e. Limited technical entrepreneurship
f.  Limitations in manpower and expertise
g. Lack of knowledge on goods and services required by domestic   
  industry
h. Other (please specify)

ASM contribution to LC is important to improve industrial linkages by making 
raw materials and intermediate inputs available. What needs to be done to 
achieve this?

a. Improve policy and regulatory environment for ASM
b. Build skills of ASM miners
c. Establish processing centres to provide for equipment and expertise
d. Provide extension officers to work with miners
e. Improve infrastructure to make mining areas accessible
f.  Others (specify)

For your organisation, list the main imports of input goods and services which if 
localised could make your operations more productive

a. Input goods (spares and consumables)
b. Foreign expertise or services

What are your recommendations for developing LC in Ethiopia’s mining industry? 
Please prioritise your top five actions that should be in the roadmap for LC 
development in Ethiopia.

8

10

11

9
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Annex 5 

Stakeholders top suggestions to improve LC development in Ethiopia

Policy, legislation and regulation

1. Resolve mining policy issues. 
2.  Strengthen employment regulation to support local labour. 
3.  Develop policy and strategies to increase skilled manpower in the area of 

mining.
4.  Legislative and regulatory environment improvements.
5.  Strengthen policy to promote linkages between industry and mining.
6.  Develop legal framework and strategy to increase local content.
7.  Develop clear working relationship & regulations between regional and 

federal mine offices.
8.  Improve policy and regulatory environment.
9.  Provide incentives.
10.  Provide tax incentives in tax to unlock finance. 
11.  Strengthen employment laws so that foreign experts only come to provide 

training and knowledge transfer. 
12.  Develop local content targets that are realistic and based on plausible 

economic assumptions.
13.  Local content regulations and targets need to be flexible to be modifiable 

as conditions change.  
14.  Prepare and effectively implement the mining policy.
15.  Design clear and workable policies and strategies. 
16.  Design incentive packages for local manufacturers as well as for ASM 

miners.
17.  Provide Government incentives for environmental protection activities 

(like EMS certifications, in-house energy utilization, carbon reduction and 
even for capacity utilization).

18.  Provide incentives to mining companies, such as tax relief.

Environment for manufacturing and macro-economy

1. Improve access to raw materials.
2.  Improve access to finance.
3.  Improve infrastructure.
4.  Improve domestic manufacture of spare parts (quarry machinery & plant) & 

consumables (explosives, plastic manufacturing inputs, coal).
5.  Promote competition in the manufacturing to improve competitiveness in 

local  production and sale of goods and services.
6.  Support industrial manufacture of technologies of appropriate equipment 

for ASM sector.
7.  Make forex available to enable manufacturers to locally fabricate equipment 

dependent on imported specialist components.
8. Create linkages between mining and manufacturing.
9.  Improve infrastructure lie road electric power, telecommunication, (mobile 

network) et in mining areas.
10.  Develop economic linkages between mining and other industrial sectors 

(agricultural, manufacturing, construction, water supply etc.).

Skills building, education and training, R & D

1. Invest in knowledge generation, education and training. 
2.  Mainstreaming aspects of mining industry in Ethiopia in the education 

system.
3.  Strengthen collaboration between private companies, research institutes 

and other stakeholders engaged on Mining industry.
4.  Organize exposure and learning visits to other countries with best 

experience and excellence in Mining Industry.
5.  Strengthen  R&D institutions.
6.  Upscale training for miners. 
7.  Strengthen R & D and technology transfer to citizens. 
8.  Expand different mining laboratory infrastructure in Ethiopia.
9.  Incentivise R & D.
10.  Improve skills in mining technologies and cement processing.
11.  Improve industry and university linkage to develop local skills.
12.  Improve university industry linkages.
13.  Provide opportunities for international exposure and experience for 

teachers/trainers to raise the standards of teaching/training.
14. Improve  placement opportunities in local and international industry to 

raise standards of experiential-based learning. 
15.  Incorporate mining in curriculum at the TVET level.
16.  Improve experitial and practical experience between universities and 

industries.
17. Provide for professionals from industries to teach in universities.
18.  Invest in producing mining specialists.
19.  Invest in skills development. 
20.  Develop local entrepreneurship.

Institutional issues

1. Strengthen government support. 
2.  Develop relevant institutions to implement LC.
3.  Provide institutional and technical  support to the miners in all aspects 

(prospection, exploration, development.
4.  Facilitate mineral marketing services.
5.  Provide Government support on issues related to licencing.
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6. Encourage product standardisation.
7.  Strengthen market facilitation.
8.  Strengthen peace and security in mining areas.
9.  Development and enforcing of local content targets must be administered 

by institutions with a clear and limited mandate, with adequate resources 
to effectively carry out their mandate.

10.  Prioritise maintaining law and order in mining areas.
11.  Strengthen coordination amongst government agencies, industry and other 

state holders. 
12.  Ministry of Mines and Petroleum should facilitate export of samples for 

chemical tests and for tests at local laboratories. Juniper relies on these 
tests for raw materials in order to quality bottles.

Industrial audits/analytics

1. Conducting specific audits for mining opportunities (Potash, Gold, Cement, 
Gemstone, etc.

2.  Local content requirements must carefully balance costs and competitiveness.
3.  Clearly understand input demands of local manufacturers.

Awareness raising/ participation/stakeholder dialogue

1. Improve awareness of LC among stakeholders.
2.  Create platforms for industry- public sector dialogue.
3.  Involve stake holders in developing policies and strategies.
4.  Develop common and uniform understanding of mineral resources. 
5.  Develop LC to meet demands of subnational stakeholders, such as local 

government and communities to enable companies obtain social license to 
operate.

6.  Local content should be developed using a bottom-up approach that 
recognizes the local populations where the extractive activities take place 
to prevent resource conflicts.

7.  Local content requirements must be formulated in an inclusive and 
transparent manner.

8.  Strength the relationship between mining companies and the industry 
product users.
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