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C

ommercial quantities of
natural gas, estimated to be
between 6-8 trillion cubic
feet (TCF) in volume, have
been discovered in Hilala and Calub in
Ethiopia’s Ogaden Province. Although,
there is currently no commercial
production of hydrocarbons, oil seeps
spotted in the South Omo basin wells
suggest the existence of a working
petroleum system, and are evidence
that southern Ethiopia remains a viable
prospect for oil and gas production.
The country has ranked among the five
fastest growing economies globally
during the last decade, averaging over
9% growth per annum. Prospects for
further oil and gas discoveries present
a unique opportunity to leverage
further
development.
Significant
investment is already planned during
this development phase, as petroleum
operators are scaling up infrastructure
and ramping up production in the
country. In particular, the construction
of a 750 km export pipeline linking
gas fields in South East Ethiopia to
an export terminal at the Red Sea,
estimated to cost US $3 billion, is
expected to create opportunities for
new domestic linkages.
Recognizing the increasing importance
of the petroleum sector as an engine
of economic growth and as a driver of
yet untapped opportunities for local
businesses, the government proposes
sector reforms with the intention of
supporting the development of local
content frameworks. These reforms
are vital to ensure that local companies
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and citizens alike can benefit from the
sector’s development.
The concept of local content has
evolved over the last half century
to become a credible development
intervention.
Major development
institutions, oil companies and host
countries across the globe have
widely adopted the concept of local
content. As yet, there is no universally
accepted definition of local content.
However, there is consensus about
the main pillars of local content
policies: to promote value added in a
project host country and to catalyse
linkages between the project and the
wider economy.
The ANRC defines local content as “a
policy framework aimed at optimizing
the economic value to be derived
from the development of natural
resources through domestic linkages
while giving regard to the country’s
development goals, vision for a given
sector, trade competitiveness and
the financial viability of the natural
resource being leveraged.” The
objective of a local content policy is
to ensure that a high proportion of
project inputs are sourced from the
host country without compromising
the economics of the project, safety
or sector being leveraged.
This study had two objectives: to
develop a framework which will
guide the design and implementation
of a petroleum sector local content
policy approach in Ethiopia and to
conduct a high-level capacity survey

EXECUTIVE SUMMARY
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of Ethiopia’s petroleum and allied
sectors to identify those industries
that can produce inputs as well as
skills needed for the sectors. Methods
used in the assignment included
research and document review, and
original research in the form of key

stakeholder interviews, focus group
discussions and a purposive sample
survey.

Key findings:

iii. A review of the existing regulatory
instruments in the Ethiopian
petroleum sector uncovered several
gaps. Firstly, the petroleum sector
currently lacks a functional policy,
although the policy development
process was under way at the time
of this study. Secondly, there is
no local content policy relevant
for this sector. While the main
instrument of law (the petroleum
operations
proclamation)
and
the model Petroleum Production
Sharing Agreement (PPSA) are in
place, each describes local content
requirements in different terms.
Lastly, the instruments do not
explicitly define a framework for
managing local content.

i.

Ethiopia has developed wellarticulated economic policies which
could serve as a strong foundation
for a planned local content
framework in the petroleum sector.
An effective local content policy
should be aligned with existing
national political, social, economic,
and sector specific policies which
should be coherent across all
sectors and with one another.

ii. A conducive business environment
is vital for enabling the vibrant
private sector required for creating
linkages. A strong local private
sector enhances local content
development as it provides local
employment opportunities and
national
manufacturing
and
supply capacity for local goods
and services. Despite recent
improvements in the business
environment, a capacity audit
pointed to persistent constraints
to private sector investment,
including limited foreign exchange,
the difficulty of starting a
business, taxation, the cost of
logistics, the challenging nature of
infrastructure services, the lack of
a secure electricity supply and the
difficulties of resolving insolvency.

EXECUTIVE SUMMARY

A summary of the key findings and
recommendations arising from the
analysis follow.

iv. Petroleum
sector
institutional
arrangements
are
established
and
implemented.
However,
some institutions do not have
the required capacity to play
their roles effectively. There is no
clear institutional framework for
monitoring and enforcement of
local content provisions.
v. Any emerging petroleum industry
presents substantial employment
and
business
opportunities.
However, the industry demands
specific and high standards in the
skills of its personnel, goods and

services. In Ethiopia, as in many
emerging petroleum producing
countries, sector specialist goods
and services are not locally available
either in quantity and quality to meet
international petroleum industry
standards and requirements. The
principal opportunities for the local
private sector are in the general
specialist
and
non-specialist
provision of goods and services.
However, the local private sector
has generally low awareness of
the potential opportunities coming
from the petroleum sector or the
standards they will need to meet to
take advantage of them.
vi. Most sector exploration activities
are located in remote locations and
infrastructure related challenges
abound. The quality of infrastructure
services remains a challenge in
Ethiopia; the road network, power
and communication infrastructure
require improvement.
vii. As the industry is new in Ethiopia,
specialised industry skills and
standards for goods and services
have not yet been established.
The country’s education system
produces graduates in many
disciplines but they have been
unable to acquire industry specific
experience. Additionally, while
the Ethiopian Standards Agency
is working to establish and train
Ethiopians on standards, these are
yet to be completed.
viii. Successful
implementation
of a local content policy in an
emerging petroleum producing

country requires a strong local
private sector. This is because
the local private sector provides
employment for nationals and
promotes
nationally
produced
goods and services. However the
local private sector requires the
right capacity for this to happen.
The private sector in Ethiopia is
still nascent and yet to play its
full role in the economy. Many
companies have little awareness
of the petroleum value chain, the
opportunities in the emerging
sector or the standards required to
provide goods and services.
ix. This study highlights a series
of gaps, inconsistencies and
misalignments in existing regulatory
instruments, as well as capacity
shortfalls at institutional level.
This work underlines the urgency
to strengthen the petroleum
sector’s regulatory and institutional
frameworks. Ethiopia does not
have a clearly defined overarching
policy for the oil and natural gas
sector. This is partly due to a lack of
clarity over whether petroleum and
natural gas are to be considered
as part of the country’s extractive
mineral base, or an energy resource.
This dichotomy can be observed in
the different approaches adopted
in the Growth and Transformation
Plans versus the National Energy
Policy. Recognizing the impending
development proposal of the Calub
and Hilala deposits, the Ethiopian
government (GoE) must determine
whether its oil resources are better
used nationally or exported to earn
foreign currency. Local content

EXECUTIVE SUMMARY
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sector. The ability of local firms to
deliver goods and services directly
impacts on the possible success
of local content development.
This study argues that Ethiopian
suppliers have limited knowledge
about the petroleum sector,
its activities and its specific
requirements. Additionally, many
lack the management systems and
standards required to compete
for, win, and successfully deliver
contracts in the sector.

measures are codified in Petroleum
Operations Proclamation (POP) but
its provisions lack legal enforcement
mechanisms.
x. The petroleum industry is allied
to many other sectors, such as
construction,
agriculture
and
energy. Some of these sectors
supply it with inputs, others use
its outputs, and yet others simply
benefit from it as a result of their
lateral and positional relationships.
Therefore, the development of the
petroleum sector presents many
business growth opportunities for
these adjacent sectors which are
at different stages of development.
Many lack the capacity to take
advantage
of
the
business
opportunities and it is important
to identify and promote the key
tangential sectors poised to support
local content development.
xi. The emerging sector presents an
opportunity for Ethiopia to develop
the capacity of its local private

xii. Lastly, the successful development
and implementation of a policy
such as encouraging local content
requires adopting a systematic
and structured process, and a
participatory approach. This kind of
engagement and structured process
aims to ensure that stakeholders
fully support the policy. The report
proposes a seven step roadmap to
maximize support the Ethiopian
petroleum sector by addressing
these issues.

Recommendations

economic development policies
such as the second Growth
and Transformation Policy, the
Industrial policy, and Agricultural
Development
Policy,
should
equally be aligned in their overall
objectives. The review should
take stock of potential synergies
and complementarities between
the petroleum and forthcoming
mining local content development
frameworks.

The report presents a series of
actions, with a prioritised list of
potential activities for each of
the thematic areas. They include
recommendations to:

1

Review
existing
policy
and
regulatory instruments governing
the petroleum sector to bring
coherence and alignment and
clarify the scope and goals of
local content. The country’s main

EXECUTIVE SUMMARY

robust capacity audits of the private
sector and the industry’s needs.
This could be achieved through
the creation of an associated
enterprise development centre,
serving to impart technical and
business training to local firms,
particularly mid-sized firms. The
design and implementation of the
local content policy would benefit
from reflecting the guidelines in
the ANRC “Step-by-Step Guide for
Local Content Policy Formulation
and Implementation”.

2

Introduce a local content policy for
the petroleum sector informed by

3

Promote the adoption of local
content frameworks by public
and private sector actors and
establish strong monitoring and
evaluation systems. Although local
content frameworks may originate
in the natural resource sector,
their scope will likely extend to a
broad range of adjacent sectors
as service needs arise (e.g.
construction, food and beverages,
business services). The mandate of
such frameworks includes shaping
dialogue
with
multinational
companies to integrate local firms
and encouraging the development
of domestic suppliers’ capabilities.
A new framework should also
ensure easy access by the
private sector to procurement
opportunities and helping them
understand the requirements of
the petroleum industry. In the
initial stages, cognizant of the
current levels of resources and
capability, a possible strategy
would be to focus on resourcebased and low-technology (labourintensive) products with a higher
degree of domestic value addition.
Subsequently,
the
production

of medium and high-technology
manufacturing
products
will
emerge as the main avenue for
improving competitiveness.

4

Remove constraints for SMEs to
access to affordable finance. Key
policy measures could include
providing
special
incentives
(including
suspending
some
restrictions) to enable banks to
provide loans to priority sectors;
establishing a special window
dedicated to providing loans to
priority manufacturing industries
and encouraging the banking sector
to provide loans to firms whose
business substitutes imports or
benefits the national balance of
trade through export.

5

Conduct detailed skills audits and
implement capacity development
programs for private actors in
priority areas. Quantitative and
qualitive assessment of local
firms’
capabilities
and
their
ability to supply the oil sector
is a critical tool for designing a
robust local content framework.
Such an assessment will help tailor
policy choices to current market
conditions and guide the most
suitable approach to building a local
content framework, integrating
voluntary or target-based policies.
In addition, the government
should create enterprise maps
including all available goods and
service providers in the country,
as well as a brief due diligence
analysis on each local company’s
structure, management processes
and
technical
and
financial
qualifications.

EXECUTIVE SUMMARY
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1

this project were reviewed.
The approach to the assignment
entailed:
i.

Introduction

ii.
iii.
iv.

a research and document
review (RDR);
key informant interviews (KII);
focus group discussions (FGDs);
a purposive sample survey
(PSS).

Key stakeholders were identified for
each step depending on their roles and
relevancy in the sector as evaluated
by the study team.

T

he Government of Ethiopia
(GoE) is working to improve
policy, legal and regulatory
frameworks for the petroleum
sector which it intends to link with and
use to stimulate other sectors of the
economy. GoE has requested support
from the African Development Bank
(AfDB) and from the African Legal
Support Facility (ALSF) to advise
on the design of a local content
development policy framework. This
report is an output of a technical
assistance project supported by the
African Natural Resources Centre
(ANRC) to the Ethiopian Ministry of
Petroleum, Mines and Natural Gas
Government.
This assignment provides support to
the government to establish such a
framework.
The
project’s
scope
included
assessing
the
regulatory
and
institutional framework for designing

INTRODUCTION

and implementing policies supporting
the petroleum sector and an analysis
of the business environment and
potential opportunities for creating
linkages between the oil sector and
national economy. It also included
a capacity audit of the local private
sector and the development of a highlevel roadmap to guide engagements
between the government and its
partners in designing and implementing
local content policies. The assignment
entailed a review of relevant literature
and original research in the form of
stakeholder interviews and focus
group discussions, and a purposive
sample survey of suppliers. The
project’s full terms of reference can
be found in Annex 1.
The project inception meeting clarified
that the “development of local
content policies and implementation
plan is to be viewed as a separate and
substantive assignment” which would
only take place after the findings of

The methodology included a review
of widely available studies, research
and documents containing current
and historical information on the
petroleum sector. The process took
place continuously throughout the
assignment reviewing documents
on policy and legal frameworks,
strategies, and project reports.

beginning of the study and with 7
staff members as the assignment
drew to a close. The project also
conducted focus groups at the African
Development Bank offices and
with the offices of the Job Creation
Commission.
Lastly, the consultant carried out a
purposive sample survey to collect
information from existing and potential
suppliers to the sector to better
assess the capacity and knowledge of
suppliers. The survey was augmented
with one-to-one discussions with a
small sample of suppliers.
The PSS was conducted by emailing
questionnaires (Annex 4) to over 200
suppliers selected from the database
of the Addis Ababa Chamber of
Commerce. Unfortunately, information

Engagements
with
stakeholders
(Annex 2) included interviews with 17
subject matter specialists including
officials in the Ministry of Mining and
Petroleum (MoMP), other government
institutions and agencies, development
partners,
the
international
oil
companies, and current and potential
suppliers to the petroleum industry.
An interview guide was developed
to ensure their data was consistently
captured (Annex3).
Engagement also included two
focus groups with members of staff
of the Petroleum Licensing and
Administration Department (PLAD),
with 10 members of staff at the

gained from this survey was limited by
a poor response. Despite a reminder
email and telephone follow-up, only 12
respondents successfully completed

INTRODUCTION

15

16

and returned the questionnaires.
The assignment was structured into
three stages:
i.
inception,
ii.
data collection, and
iii.
analysis and reporting.
At the inception stage, the consultant
collected and reviewed documents,
defined the interview and survey
research tools, updated the work
plan, and prepared an inception
report. The second stage focussed
on data collection from stakeholders.
On completion of this fieldwork, the
consultant undertook analysis and
presented draft reports for review and
discussion with the core team.
This report was developed following a
consultative process with stakeholders.
It starts with an acknowledgement of
those involved in the report. This is
followed by an executive summary.
The rest of the report is structured in
eight chapters.
This chapter introduces the report and
discusses its genesis, scope, approach
and methodology. The second chapter
provides a definition of local content
and describes its evolution. The third
chapter covers the national context
including the political, social and
economic environment in Ethiopia.
It then provides information on the
evolution of the petroleum sector

INTRODUCTION

in the country. The fourth chapter
discusses the management framework
for local content development in
Ethiopia and an assessment of the
current petroleum sector regulatory
and institutional frameworks. It
concludes with a discussion of key
factors that influence successful
development and implementation of
local content policies. The fifth chapter
assesses the business environment
and opportunities emerging from the
petroleum sector. The assessment
covers the business climate, allied
sectors and potential opportunities for
them, and concludes with a review of
resources required to operate various
stages of the petroleum value chain.
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The sixth chapter presents a capacity
audit of market conditions, supply
sectors, local manufacturers and local
and imported service providers. The
audit reviews the status and proposes
actions that should be taken to move
them to the desired state. Chapter
seven documents the conclusions
and recommendations from the
study identifying thematic issues
and proposes prioritised actions
that should be taken to enhance
local content development. Finally,
chapter eight presents a high-level
road map to guide future engagement
between the Ethiopian government,
its stakeholders and partners in the
development of local content policies
in the petroleum sector.
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2

Local Content in
Africa’s Extractive
Sectors

C

ountries that have recently
made
discoveries
of
petroleum
reserves
are
usually eager to develop
these resources and their policy
makers design appropriate policies to
release economic benefits for their
nations (World Bank, 2013). Local
content is an important theme in such
policies having evolved and gained
prominence over the last half century.

A Conceptual Construct
Local content created by the
extractives industry is the extent
to which outputs generate benefits
to the economy beyond the direct
contribution of its value addition. Such
benefits arise from the impact the
industry makes through connections
or linkages with other sectors.
Although

local

content

strategies

LOCAL CONTENT IN AFRICA’S EXTRACTIVE SECTORS

are common in many countries, it
has no universally agreed definition.
Definitions tend to be country
specific depending on country’s micro
and macro-economic conditions and
priorities. Local content (LC) is a strategy
where a country’s fundamental assets
are used to attain a significant level
of socio-economic progressiveness
and sustainability (Abolfazl Kazzazi
and Behrouz Nouri, 2012). The ANRC
defines local content as “a policy
framework aimed at optimizing the
economic value to be derived from
the development of natural resources
through domestic linkages while giving
regard to the country’s development
goals, vision for a given sector, trade
competitiveness and the financial
viability of the natural resource being
leveraged.”
In defining local content, it is also
necessary to consider the two key
parameters of “locality” and “economic
content”. The former refers to the

intended geographical footprint of
the policy defined by the country’s
administrative structure including the
federal state and, as in the case of
Ethiopia, also the regional states. It
also refers to a local person or entity
as it pertains to suppliers of goods
and services (AfDB, 2016). Economic
content refers to the inputs or goods
and services supplied to the project
which generates economic value by
linkages.
The objective of a local content policy
is to ensure that a high proportion of
project inputs are sourced from the
host country without compromising
its economics. This should result in
a multiplier effect allowing host
countries to extract even better
value. However to be successful,
local content initiatives must also
be based on well-conceived legal
and institutional foundations that
recognize the need for contributions
from host governments, national
entrepreneurs and foreign investors.
Such a policy must also appreciate
the long term nature of both policy
formulation and implementation. Most
importantly, it is essential to have an
inclusive and systematic approach
that takes account of resource costs,
a host country’s macro-economic
environment and the capacity of
public and private institutions to
support policy implementation in an
efficient way.
The ANRC has developed a local
content roadmap that identifies
key factors to develop a successful
national local content strategy and
recognizes that developing local
content policy should be iterative.

Some activities are sequential and
others are more flexible in terms of
order. Activities may also be recurrent
or may require reassessment based on
the outcomes of previous activities.
Policymakers should also ensure that
policy proposals avoid conflict with
current policies and do not contravene
existing agreements between the
state, investors, bilateral and partners.
Local content is usually referred to in
terms of the value added in the country
and the ownership and location of the
production enterprises. In Nigeria,
Uganda,
Tanzania,
Mozambique,
and Ghana, local content refers to
“the value added or created in the
economy through the utilization of
indigenous human capabilities and
material resources for the provision of
goods and services to the petroleum
industry, within acceptable quality,
health, safety, and environment
standards” (Extractives Hub, website
accessed 2020).
The value added may be in the
form of employment; the goods and
services supplied locally; the training,
knowledge and technology transfer
achieved; or the results of local
financial participation in the sector.
The petroleum industry also supplies
other sectors with its outputs.
Supplies
to
national
industries
promote local employment and
purchases from other sectors. Inputs
of goods, work or services used by the
petroleum sector are supplied either
domestically or through importation.
Imported inputs effectively constitute
a leakage of opportunity, while
domestic purchases provide further
benefits to the economy. For example,
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any extractives sector investment
project can create economic linkages
(figure 1) to the rest of the economy
beyond just their use of direct inputs
(backward linkages) and the sale of
outputs (forward linkages). Other
linkages include side stream, fiscal,
consumption, and horizontal linkages.
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Figure 1: Types of linkages
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Source: Extractives hub

when employees spend their wages
on domestically produced goods, this
creates more jobs and value. Similarly,
purchasing goods or services from a
local company requires this company
to buy more supplies or inputs in
order to produce outputs.
Local content development in the
petroleum
industry
has
drawn
much attention in recent years and
discussions have focused on the
relative merits of local policies in
various countries such as Norway,
LOCAL CONTENT IN AFRICA’S EXTRACTIVE SECTORS

the Caspian Sea countries, and
Nigeria (Olle Östensson, 2017). In
Africa, interest has gathered pace
as countries demand more out of
the resources they own. The Africa
Mining Vision was created in 2009 to
promote ownership of the continent’s
natural resources.

B Linkages
Linkages can be defined in relation to
the relations between the different
actors of the value chain. In principle,

Three types of measure can stimulate
the use of local content in the
petroleum sector (Isabelle Ramdoo,
2016). The first type relates to actions
designed to encourage sourcing of
local inputs, thus promoting upstream
linkages. These actions include local
procurement, the employment and
training of nationals and research and
development. The second category
stimulates
downstream
linkages,
notably through local value addition
and use of petroleum products. In the
third category are measures of general
economic application that promote
both upstream and downstream
linkages.
Investments in the petroleum sector
can play a major role in stimulating
further development throughout the
country. Therefore, careful assessment
and selection of petroleum linkages can
promote good economic development.
As an example, a small town might
flourish from the commercialisation
of a petroleum discovery. To transport
heavy equipment to drilling sites,
oil companies will construct roads
which may be linked to a major road
network. The advent of the road
network will facilitate communication
and promote trade among other users.

With this improved infrastructure,
the agriculture sector will also be
promoted as farmers gain access to
markets. As the petroleum project will
need and tin time develop key services
such as schools, hospitals, electric
power supply and water systems, local
communities will also consequently
benefit from them.

C Practice of local content
frameworks in Africa’s
petroleum sector
Most African countries with extractive
resources have introduced local
content frameworks in some form.
The range of approaches, models and
trajectories taken by these countries
are well documented. There is no
uniform approach nor a model which
can be successfully widely replicated.
However, countries seeking to design
adequate local content frameworks
could draw some lessons on how
these precedents were designed
and implemented elsewhere with
the benefit of also observing their
subsequent outcomes.
Several reports assessing success
factors in designing local content
frameworks, point to the importance
of adopting a structured approach
referred to either as “a road map
“ in the ANRC report or a “decision
tree” by a Chatham House study.
The design process needs to be
guided by a clear vision of the long
term sector objectives, a robust view

ACET (2017). “Comparative Study on Local Content in Mineral, Oil and Gas Sectors: Policies, Legal and
Institutional Frameworks-Trends and Responses in Selected African Countries”.

1
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of the macro-economic conditions
(both internal and external to the
host country), the micro-economy
situation at country level (including
local firms’ competitiveness) and
public engagement.
Today, African countries have to strike
the right balance between two tough,
but not necessarily contradictory,
choices: designing incentives to attract
foreign capital versus strengthening
domestic
revenue
mobilization
and developing local content. If
designed too rigidly, local content
regulations can drive away investors
or substantially raise the cost of doing
business. Conversely, if loose or nonexistent, local content regulation
can hinder countries’ structural
transformation, as governments would
fail to efficiently use the country’s
local resources, transfer much needed
skills and technology, and develop
nascent domestic industries.

LOCAL CONTENT IN AFRICA’S EXTRACTIVE SECTORS

Empirical experience from African
countries suggests that local content
frameworks however well designed,
will not produce the desired outcomes
unless effective implementation and
enforcement frameworks are also in
place. Local content frameworks are
far from static and should be designed
to be adaptative and allowed to
evolve reflecting the sector maturity,
prevailing market conditions and local
capacity.
A comparative analysis by the African
Centre of Economic transformation
provides insights into the experience
of African countries in designing and
implementing local frameworks. For
illustrative purposes, the table below
highlights varying approaches taken
by four petroleum-rich countries
towards their requirements for local
procurement of goods and services.

Country

Preference for
Local Goods and
Services

Margins of
Preference for
Locals

Targets for
Local Goods
and Services

Development
of Local Supply
Chain

Ghana

A non-indigenous
company which
intends to
provide goods
and services
must incorporate
a joint venture
with an
indigenous
company with at
least 10% equity

10% for an
indigenous
company

Minimum
content levels
Start: 10%
5 years: 50%
10 years: 6090%
Specified levels
within differing
categories of
goods

Submission of
Technology
Transfer Plan
Program of
initiatives aimed
at promoting he
effective transfer
of technology
rom contractor
to indigenous
company

Mozambique

Preference for
any good or
service under
same conditions
in terms of price,
quantity and
timeframe

Preference
given if local
product is not
more than
10% more
expensive than
same product
imported

Foreign persons
must associate
themselves with
Mozambican
persons to
supply goods
and services
to the mining
sector

Mozambique SME
Linkage Program
(Mozlink) ended in
2010

Namibia

No specific
provisions until
Draft NEEF Bill
2015. Companies
select based
on price, time,
quality and
quantity

Namibian
Mining
Charter (2014)
progressive is
discretionary
expenditure
on locals by
2020. (25% by
2015;40% by
2020)

Mining Law
2014 gives
preference to
locals to the
extent that
price, quality,
time, quantity
criteria are met

No provisions

Nigeria

Nigerian
independent
operators shall
be given first
consideration
in the award
of oil projects/
contracts etc.
subject to the
fulfillment of

The award of a
contract shall
not be solely
based on the
lowest bidder
if a Nigerian
company
can execute
it, provided
the Nigerian

Promotion of
big-ticket, highvalue goods and
services: Marine
vessel services
Equipment
components
Manufacturing
Pipe mills
manufacturing

Promotion of
big-ticket, highvalue goods and
services Marine
vessel services
Equipment
components
Manufacturing
Pipe mills
manufacturing
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Country

Preference for
Local Goods and
Services

Margins of
Preference for
Locals

Targets for
Local Goods and
Services

Development
of Local Supply
Chain

conditions
specified by
the Minister
Compliance with
the promotion of
Nigerian content
developments
hall be a major
criterion in
the award of
license, permits,
contracts
operators shall
be given first
consideration
in the award
of oil projects/
contracts etc.
subject to the
fulfillment of
conditions
specified by
the Minister
Compliance with
the promotion of
Nigerian content
developments
hall be a major
criterion in
the award of
license, permits,
contracts

company’s
bid does not
exceed the
lowest bid
price by 10%.

Offshore rig
acquisition
high-value
goods and
services: Marine
vessel services
Equipment
components
Manufacturing
Pipe mills
manufacturing
Offshore rig
acquisition

Offshore rig
acquisition highvalue goods and
services Marine
vessel services
Equipment
components
Manufacturing
Pipe mills
manufacturing
Offshore rig
acquisition

The value does
not exceed
the lowest
bid price by
10% for an
indigenous
company
not be solely
based on the
lowest bidder
if a Nigerian
company
can execute
it, provided
the Nigerian
company’s
bid does not
exceed the
lowest bid
price by 10%.
the value does
not exceed
the lowest
bid price by
10% for an
indigenous
company
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birth increased by 18.8 years, mean
years of schooling increased by 1.2
years and expected years of schooling
increased by 5.4 years. Ethiopia’s
Gross National Income (GNI) per
capita increased by about 165.3
percent between 1990 and 2017.

Local Content
In Ethiopia

G

ood policy development
considers the environment
in which policies are
formulated and eventually
implemented.
This
environment
includes political, social, economic,
and sector specific factors which
could influence the likelihood of
optimal impact.

A

Political and social
environment

Ethiopia is a relatively stable country
with an experienced and politically
strong government that has a
relatively good grasp of economic
reforms and poverty reduction (AfDB,
2016). It has established governance
systems, institutions and procedures
at both federal and regional levels.
Management of sectors is vested
with federal ministries which have
the responsibility for evolving and
implementing sector polices and
LOCAL CONTENT IN ETHIOPIA

strategies. The mandate for petroleum
sector is vested in the Ministry of
Mines and Petroleum.
Over the last decade, Ethiopia has
made positive strides in its socioeconomic development. The Human
Development Index (HDI) is a
summary measure for assessing long
term progress on three dimensions
of human development: a long and
healthy life, access to knowledge,
and a decent standard of living. Using
this measure, Ethiopia’s achievements
have been progressive but slow.
Ethiopia’s HDI value for 2017 is 0.463
putting the country in the low human
development category and positioning
it at 173 out of 189 countries and
territories. But this represents an
improvement as between 2000 and
2017, Ethiopia’s HDI value increased
from 0.283 to 0.463, an increase of
63.5 percent. Between 1990 and
2017, Ethiopia’s life expectancy at

B

Economic development

Ethiopia has an established practice
of national development strategies to
guide its development agenda. The
second Growth and Transformation
Plan (2015/16-2019/20) (GTPII) is
one such strategy. The GTPII aims
to modernize the agriculture sector;
expand industrial development with a
primary focus on light manufacturing;
and develop exports.
The overall goal of the GTPII is the
realisation of Ethiopia’s vision of
becoming a lower middle-income
country by 2025. Its specific objectives
are to:
i.

ii.

iii.

iv.

achieve average annual real GDP
growth rate of 11% within a stable
macroeconomic environment;
develop
engineering
and
fabrication capacity and improve
productivity, quality,
and
competitiveness;
increase public participation,
ownership, and beneficiation from
the development outcomes; and
strengthen the democratic
development stage to enhance
the hegemony of developmental
political economy.

The second main strategy promotes
industrial development. In order to

enhance the growing contribution
of industry to the national economy,
building on the Industrial Development
Roadmap (IDR), the government
developed the Industrial Sector
Development Plan (ISDP) whose vision
is 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.”
As the country strives to sustain its high
economic growth rates and therefore
maintain the current pace of poverty
reduction, any policies and strategies
that add to these achievements would
be steps in the right direction So far,
GTPII and ISDP strategic objectives
implementation together with other
development strategies has enabled
Ethiopia’s economy to achieve strong,
broad-based growth averaging 9.9%
a year from 2007/08 to 2017/18
although real GDP growth decelerated
to an estimated 7.4% in 2019 from
7.7% in 2018 as a result of social
unrest and fiscal consolidation to
stabilize the public debt.
The economic growth brought about
positive trends in poverty reduction
in both urban and rural areas. The
share of the population living below
the national poverty line decreased
from 30% in 2011 to 24% in 2016
(The World Bank Group, 2017). The
continued expansion of physical
infrastructure supports the growth
of the manufacturing sector. This
investment in infrastructure will
enable the industrial sector to expand
and to facilitate the achievement of
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the targeted average annual growth
of 11% (Federal Democratic Republic
of Ethiopia, 2013).

C

Petroleum sector

There have been many discoveries of
petroleum resources in Africa in the
last decade. In East Africa, exploration
in the Tertiary Rift has attracted
many companies to the region and
discoveries of oil in the Lake Albert
area of Uganda and several successful

wells in the Northern Kenya rift
basins have encouraged companies to
invest further in the region, including
in Ethiopia.
Exploration for petroleum in Ethiopia
started in the 1940s. International
oil companies (IOCs) carried out
extensive exploratory studies between
1940 and 1970 in the Eastern part
of Ethiopia, particularly the Ogaden
Basin. The first gas discovery in the
area was by Tenneco in 1972. From
the 1980s until early 1990s, Soviet
Petroleum Exploration Expedition

Figure 2: Ethiopian Exploration blocks

Petroleum Concession
Map of Ethiopia
LEGEND
New Age
Under
Negotiation
SWE
Poly-GCL
Africa Oil Corp.
GPB

Open Blocks

(SPEE) undertook geological and
geophysical studies. This included
the delineation of the gas field at
Calub through drilling several wells
and performing an estimation of the
gas reserves at Calub and Hilala gas
and condensate fields. These studies
were carried out in the Northern and
South-Eastern parts of the Ogaden
basin.
The main areas of petroleum
exploration activities in Ethiopia (
Figure 2 ) include parts of the Ogaden
Basin in Southern Ethiopia, Afar
in North-Eastern Ethiopia, SouthEastern Ethiopia, the Southern Rift
Basin, the Gambela basin, the Mekele
Basin, the Metema Basin, the Abay
Basin in North-Western Ethiopia and
the Main Ethiopian Rift Basin regions.

iv.
With exception of the Calub and
Hilala discoveries that are now being
prepared for development by PolyGCL Petroleum Investment Limited
(Poly-GCL), Ethiopia remains mainly
at the exploration stage. International
oil companies are currently focused
mainly on technical geophysical and
geological activities (Annex 5) in the
exploration stage of the petroleum
value chain. The main exploration
activities of the individual international
oil companies are:
i.

Source: Ministry of Mines and Petroleum

ii.
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iii.

South-West Energy has carried
out geological field work in
3 blocks (9, 9A and 13) and
is currently processing and
interpreting the data collected.
The company expects to carry
out additional drilling.
Africa Holding Group LLC (Africa
Oil) completed its field activities

v.

in block 8 but subsequently sold
the data and is in the process of
winding up its operations and
exiting from Ethiopia.
New Africa Global Energy has
concessions in the exploration
block in the Adigal area of Afar
and
possible
development
blocks in block 7 and 8 of the
Ogaden basin.
It inherited
the El-Kuran concession from
Africa Oil in 2012, reprocessed
and remodelled the data and
then spudded a well in 2013
and in 2014, discovered a gas
condensate at a shallow depth.
Drilling deeper did not yield
additional hydrocarbons and as
the shallow discovery is not of
commercial size, the company is
now reviewing its options.
GBP Global Resources carried
out an airborne full tensor
gradient and magnetic survey
in the Gewane-El Wiha license
area and completed their data
interpretation by September
2015. Subsequently, it defined
an area for 2D seismic acquisition
and continues to analyse the
data. GBP then surrendered
29% of its original contract area
and expects to carry out further
exploration activities in the
remaining 30,000 SQ KM.
Poly-GCL was awarded a contract
for the development of the
Calub and Hilala fields in 2013.
In 2017, the company submitted
a
production
development
plan which was approved in
2018. Meanwhile, the company
continued
exploration.
It
carried out further seismic data
acquisition, drilled 16 wells and

LOCAL CONTENT IN ETHIOPIA

29

30

discovered light crude oil. The
exact amount of oil reserves
have not yet been determined
as appraisal and testing of the
discoveries are still underway.
Poly-GCL is developing the Calub
Hilala discoveries and submitted a
development plan for commercial
petroleum production in 2017. The
main activities proposed included
construction
and
development
activities such as drilling and workover,
tie-in pipeline and gas gather
stations and plant, the construction
of an export pipeline and liquified
natural gas (LNG) plant and terminal.
Meanwhile, the company continued
to
conduct
further
petroleum
exploration activities in various blocks
of the basin.
The discoveries of natural gas in the
Ogaden basin in the Somali Regional
State in Eastern Ethiopia are estimated
to hold a reserve of 6 to 8 trillion
cubic feet (TCF) and potentially oil
condensates and oil. The resource is
dwarfed by recent gas discoveries in
Mozambique and Tanzania, estimated
to be in the magnitude of 180 TCF and
53 TCF respectively. The small size
of the resource and its geographical
location, over 750 km from the
coast, present a better opportunity
for commercializing the gas for local
and regional markets, rather than for
export.
During

the

exploration

LOCAL CONTENT IN ETHIOPIA

efforts

undertaken so far, the Ethiopian
national public participation was
largely limited to issuing licenses and
contract agreement administration.
The private sector was engaged
through contracts to provide support
services.
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To enhance national participation and
technology transfer, the government
is in the process of revamping the
Ethiopian Mines and Petroleum
Company (EMPBC) to be an effective
national petroleum company. The
company currently holds a 15%
ownership in the proposed gas
development project on behalf
of the government. It is expected
that, over time, the EMPBC will
grow and contribute increasingly to
the acceleration of the petroleum
exploration and development efforts
in the country.
Ethiopia is confident that the
petroleum sector has the potential
to support the transformation of
the country’s economy (Federal and
Democratic Republic of Ethiopia,
2019). Therefore the government
is committed to supporting an
orderly development of the sector
and is working at strengthening its
regulatory framework. The Ministry of
Mines and Petroleum has established
proclamations and regulations to
govern the sector, drafted a sector
policy and commissioned this work as
part of the process of developing a
coherent local content policy.
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4

Assessment of
Strengths and
Weaknesses

T

he development of the
petroleum sector in Ethiopia
has been slow to date. The
industry is, for the most
part, still only in an exploration phase
with only one gas and associated
oil discovery currently close to
development. Exploration activities
are expected to continue in the existing
and expected new licence blocks.
Management of these increased
activities in the sector requires a
strong governing framework.
This chapter presents an assessment
of the regulatory and institutional
arrangements in the sector in order
to determine how well they meet the
needs of the developing sector. The
assessment reflects:
i.
ii.
iii.

the present capacity;
the desired state; and
the gap between the current and
desired states.

LOCAL CONTENT POLICY FRAMEWORKS IN ETHIOPIA

A

Sector Policy, 		
Institutional and
Regulatory Framework

The regulatory framework governing
the petroleum sector in Ethiopia,
including its laws, regulations, decrees
and policies is essentially hierarchical
(World Bank, 2016). Starting with
the Constitution, it also consists of
proclamations, the petroleum sector
policy (in draft), regulations (EMPBC),
bilateral and international agreements,
and petroleum production sharing
agreements (PPSA). This analysis
assesses these legal framework
instruments to determine the extent
to which they support Ethiopia’s
local content requirements and
international best practices for local
content in the petroleum sector.

The Constitution:
The constitution is the supreme law

of the land and any law, customary
practice or decision that contravenes it
is deemed ineffective. The Constitution
of the Federal Democratic Republic of
Ethiopia came into effect in August
1995 and defines the framework
for the country’s law and order and
governance. Constitutionally, Ethiopia
is a federation consisting of a national
government with nine regional states
and two municipal councils.
The
1995
Constitution
also
establishes a framework for the
cooperative administration of the
petroleum sector, with the national
government playing the primary
role. The Constitution states that
Ethiopia’s natural resources are to
be used for the benefit of its people.
The constitution is naturally a broad
overarching instrument and cannot
address local content specifically. The
closest reference to local content by
the constitution relates to the rights
of Ethiopians to:
•
•

•
•

own private property;
engage in economic activities and
the livelihoods of their choice
anywhere within the national
territory;
improved living standards and
sustainable development; and
benefit from the country’s legacy
of intellectual and material
resources

Petroleum Proclamations:
Proclamations are acts of parliament,
discussed and voted on democratically
and signed by the President. The key
instruments that govern the petroleum
sector are:

i.

ii.

iii.

the
Petroleum
Operations
Proclamation
(POP)
No.
295/1986 which is concerned
with
upstream
petroleum
operations;
the Petroleum and Petroleum
Products
Supply
Operation
Proclamation No. 838/2014
which
governs
downstream
petroleum operations; and
the National Energy Policy
which governs the energy sector
and whose reference to the
petroleum sector relates only to
the provision of energy to the
economy.

Other complementary laws and
policies are: Income Tax Proclamation
No.
979/2016;
Environmental
Policy of Ethiopia; Environmental
Impact
Assessment
Proclamation
No. 299/2002; Pollution Control
Proclamation No. 300/2002; and the
Labor Proclamation No.1156/2019.
This assessment focuses on the
Petroleum Operations Proclamation
(POP) which is currently under
review. Its main objective is to govern
the exploration and production
of petroleum resources through
agreements signed with contractors,
who assume the liability in terms of risk
and cost for carrying out petroleum
operations. The POP is specific in
its local content requirements. In its
paragraph 12, the POP demands that
a contractor shall:
•

Give
preference
to
the
employment
of
Ethiopian
nationals
in
all
petroleum
operations to the fullest extent,
provided such nationals have
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•

•

the required qualifications and
experience.
Give preference to Ethiopian
goods, products and services
used in petroleum operations
where those materials, products
and services are of comparable
quality to those available on
the international market and are
readily available at competitive
prices. “Ethiopian” was defined
as creating at least 35% of the
value in Ethiopia.
Train Ethiopian nationals in
petroleum operations to the
extent possible in accordance
with a petroleum agreement.

Ethiopian nationals and the utilization
of Ethiopian materials, products and
services”. However, it is not clear
what remedial or enforcing action the
MoMP should or could take once the
report is submitted.
The best practice to avoid any lack
of clarity is for contract conditions
or regulations to be adopted by the
host country with precise provisions
specifying criteria, which may include
certification of origin, generic quality
standards and domestic quotas. They
may also involve a monitoring system
through the ministry, national oil
company or a specialized government
procurement office.

While the POP covers many items
related to local content development,
the following aspects of the
proclamation require strengthening:

The draft policy further states that
programmes shall be designed to
empower Ethiopians to participate in
the sector and to promote added value
in the national economy. Accordingly,
the capacity of Ethiopian nationals and
of local providers of goods and services
will be strengthened. Contracts with
international oil companies, and their
sub-contractors will require that
Ethiopian nationals, materials and
firms are given preference in any
contracts.

•
•
•

i.

•

iii.
iv.
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As far as local content is concerned,
the draft policy proposes to design
the petroleum sector so as to promote
the development of Ethiopian citizens
and companies, the transfer of
technological knowledge, the training
and employment of Ethiopians and
increase the use of local contractors,
suppliers and other resources.

The government of Ethiopia has
already taken steps to revise the POP.
The proposed revisions include the
addition of:

ii.

The POP also contains a local
preference
provision.
However,
it uses a comparative approach,
which is difficult to implement. This
language is repeated in Section
3.6.3 of the PPSA. The Minister is to
monitor compliance on the basis of
receiving reports from the contractor
with details of the “employment of

legislation, it is only the Labour
Proclamation (1156/2019) which
touches on a local content related
issue: the employment contract
between a worker and his or her
employer. The other pieces of
legislation are issue specific and make
no reference to local content related
issues.

v.

An employment programme to
be approved by the Minister;
Initial and annual financial
contributions for local staff
training and for the development
of training facilities;
A framework for regular reporting
on local content achievements;
Preparation
and
financing
of
community
development
programmes
in
areas
of
operation; and
The
adoption
of
contract
conditions or regulations with
more exacting provisions that
specify
criteria,
including
certification of origin, generic
quality standards and domestic
quotas.

Among

the

remaining

pieces

of

•

Definition of local content
including scope and boundaries
Guidance by a comprehensive
local content policy
Full list of local content
requirements
(including
technology transfer)
Framework for managing local
content
Petroleum sector policy:

The Ministry of Mines and Petroleum
(MoMP) has drafted and circulated
a petroleum sector policy. The
vision of the draft policy is “to see
a vibrant and competitive petroleum
industry contributing extensively to
the inclusive economic growth and
accelerating economic transformation
of Ethiopia which benefits the entire
Ethiopians by 2025.” This will be
achieved through its mission “to
create enabling conditions for the
exploration, development, supply
and effective utilization of petroleum
products to all market segments
across the entire value chain in a
reliable, transparent, effective, safe,
sustainable
and
environmentally
friendly manner”.

The draft policy also commits the
government to:
a.

b.

c.

d.

Adopt a petroleum local content
strategy which shall protect
Ethiopian business interests
and develop the competence of
Ethiopians to derive maximum
benefits from the nation’s
resources;
Assess and revise existing rules
governing local content to ensure
that local content promotion
programs
provide
genuine
benefits to local industries;
Develop programs to build a
skilled Ethiopian work force
able to fully participate in the
petroleum industry;
Support training institutes or
programs to build specialized
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e.

f.

g.

h.

skills in areas related to
petroleum operations or services,
and technical and job training
programs at relevant educational
and research institutions;
Require contractors to submit
a recruitment and training plan
for Ethiopians within a specified
period;
Develop institutional capacities
to meet the demands of
petroleum sector development
and prioritize areas for the
development
of
Ethiopian
content;
Create
standards,
laws,
regulations and contracts to
encourage petroleum companies
to
engage
in
community
development programs, make use
of Ethiopian goods and services,
create joint ventures, achieve
gender balance and technology
transfer;
Prioritize local and international
petroleum service companies

i.

j.

k.

with proven track records of
support for local content during
the bidding process;
Require petroleum companies
to issue regular public reports
on their contributions to local
content development;
The national oil company (NOC)
shall maintain its mandate over
commercial
and
operational
activities which include exercising
the right to acquire a state
equity participation on behalf
of the government of Ethiopia,
and foster the development of
expertise in the sector;
Align national content with the
related legal frameworks and
implement this by balancing with
the logical interests of investors.

The draft petroleum policy covers
many
requirements
for
local
content development which will
provide an overarching framework
for local content management in

the sector when passed. However
a
comprehensive
definition
of
local content and articulating its
management framework (including
monitoring and evaluation) would
serve to further enhance its
implementation.
The petroleum policy should improve
clarity over whether petroleum and
natural gas are to be considered
as part of the country’s extractive
mineral base, or an energy as source.
This dichotomy can be observed in
the different approaches adopted
in
Growth
and
Transformation
Plans versus the National Energy
Policy. Recognizing the impending
development proposal of Calub and
Hilala deposits, the government must
determine if its oil resources are
better used nationally or exported to
earn foreign currency .

Regulations:
The
Ethiopian
Petroleum
and
Natural Gas Development Enterprise
Establishment Council of Ministers
Regulation (No. 264/2012) provides
for the establishment of the Ethiopian
Petroleum and Natural Gas Enterprise.
The Enterprise was established with
the following objectives:

iv.

This regulation impacted government
development projects that were under
implementation and the rights and
obligations related were transferred
to the Enterprise.
National Oil Companies (NOCs) can
play a major role in local content
development.
They
understand
the local business environment
and are well placed to employ and
train national citizens, nurture and
contract local companies and promote
linkages in the community for national
economic development. However, to
achieve these aspirations, the NOC
needs a strong capacity in terms of
systems and procedures, and human,
equipment, and financial resources.
The former Ethiopian Petroleum and
Natural Gas Development Enterprise
evolved into the Ethiopian Mines
Petroleum and Biofuel Company
(EMPBC). To maximize its impact
as a national oil company role, the
company requires:
•

•
i.
ii.

iii.
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To engage in petroleum and
natural gas development;
To invest in companies engaged
in petroleum and natural gas
development
To represent the government in
equity participation in private
companies engaged in petroleum
and natural gas development;
and

To engage in any other related
activities necessary.

•

A fully developed organisational
structure and complement of
staff
Effective internal management
systems and procedures
A clear local content policy and
management framework

Bilateral and International
Agreements:
There
are
two
bilateral
and
international agreements that merit
consideration. In 1971, the Federal
Democratic Government Republic of
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Ethiopia and the People’s Republic
of China signed a cooperative
agreement that has resulted in a
long-standing relationship between
the two countries. The two parties
signed a Comprehensive Framework
Agreement (2015-2024) in May
2014 whose objective is to promote
strategic cooperation between the
two countries. This cooperation
covers:
i.
ii.
iii.
iv.
v.

natural resources development;
agriculture;
manufacturing/industrial
development;
tourism;
infrastructure
development;
and (vi) education and capacity
building.

The second agreement relates to
Ethiopia’s interest in joining the
World Trade Organization (WTO). The
country has resumed the process of
accession to the WTO which had been
paused for some years. As part of the
process towards joining the WTO,
Ethiopia has been an observer of the
Organization since 1997. In 2002,
it formally applied for accession and
spent the following years, until 2006,
producing its Memorandum of Foreign
Trade Regime, which was distributed
to members in January 2007, when
negotiations formally began.
The WTO has several rules defining its
trade management framework (World
Trade Organisation, 1994). Among
these rules is the non-discrimination
rule which has two major components:
the Most Favoured Nation (MFN),
and the National Treatment Policy
(NTP). Both these components are
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embedded in the main WTO rules
on goods, services, and intellectual
property, although their precise scope
and nature differ. The MFN rule
requires that a WTO member must
apply the same conditions on all trade
with other WTO members. Thus, if
you “grant a member a special favour,
you have to do the same for all other
WTO members”.
National treatment means that
imported goods should be treated
no less favourably than domestically
produced goods (at least after the
foreign goods have entered the
country) and was introduced to
tackle non-tariff barriers to trade
(e.g. technical standards, security
standards
discriminating
against
imported goods).
In developing its local content policy
development framework, Ethiopia
needs to reconcile also the new policy
framework with the rules of WTO.

Petroleum Production Sharing
Agreement:
The government of Ethiopia, acting via
the MoMP, may enter into petroleum
production
sharing
agreements
(PPSA) to undertake petroleum
operations. PPSAs may be awarded
after competitive bidding or exclusive
negotiation.
Ethiopia has adopted production
sharing as the basis for its engagement
with
international
petroleum
companies. Hydrocarbons in the
ground are the property of the state
and are to be shared once produced
under the framework of a PPSA. The
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agreements can either be for exclusive
rights to an area under a PPSA, or a
non-exclusive agreement for geologic
or geophysical surveys under a Joint
Study Agreement (JSA). A PPSA can
have a term of up to 25 years, while
a JSA, issued for conducting seismic
surveys, surface geological mapping,
sampling, gravity and magnetic
surveys has a maximum duration of
two years.
Under these PPSAs, preference is to
be given to employment of Ethiopians
and to procuring Ethiopian goods
and services. The contractors may
be Ethiopian or non-Ethiopian legal
entities but in both cases they should
maintain offices in Ethiopia (which
implies registration of a branch in the
case of a foreign legal entity).
The PPSA is specific about local
content requirements in so far as
local employment, training, good and
services are concerned. It states that:
a.

The contractor and subcontractor
shall give preference to the
employment
of
Ethiopian
nationals
in
all
petroleum

b.

c.

d.

operations to the fullest extent
possible, provided such nationals
have the required qualifications
and experience.
The contractor shall contribute
to the ministry a minimum of
$100,000 per contract year
during the exploration period,
increasing to a minimum of
$250,000 per contract year
during the development and
production period for use in the
training of Ethiopian government
personnel and/or acquisition of
training facilities identified by
the Minister.
The contractor and subcontractor
shall give preference to Ethiopian
materials, products and services
used in petroleum operations
where those materials, products
and services are of comparable
quality to those available on
the international market and are
readily available at competitive
prices.
The contractor shall submit
a report on a regular basis
detailing the employment of
Ethiopian nationals and the
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e.

utilization of Ethiopian materials,
products and services in a form
to be specified by the Minister.
In addition, the contractor shall,
within thirty days of employing,
notify the Minister of the name
and the terms and conditions
of employment of any Ethiopian
national.
The contractor shall prepare
a
community
development
programme to be carried out in
the contract area for the duration
of the exploration period. The
programme shall be mutually
agreed by both parties and the
contractor shall contribute an
amount per contract year equal to
the greater of $50,000 and 0.5%
of capital expenditures made by
contractor in that contract year

during the exploration period,
and an amount per contract
year equal to the greater of
$100,000 and one percent (1%)
of capital expenditures made by
the contractor in that contract
year during the development and
production period.
The PPSA is detailed in its local
content
requirements.
However,
it could be enhanced by including
requirements for technology transfer
to Ethiopia. The key highlights of the
Ethiopian local content frameworks in
the petroleum sector are summarised
in the next table:
A review of the legal instruments
show varied emphasis (Table 1)
on local content definition and

Box 2: Highlights of Ethiopia Local content frameworks in the oil sector

General Policy, Legal and Institutional Framework in the Mineral,
Oil and Gas sectors
Policy:
Draft Mineral Policy (2013) not yet
approved. No similar oil and gas sector
policy.
Legislation:
Local content provisions codified
in Mining Operations Proclamation
(MOP) and Petroleum Operations
Proclamation (POP) but provisions lack
legal enforcement mechanisms.
Institutions:
Ministry of Mines, Petroleum and
Natural Gas, Federal Public Procurement
and Property Administration Agency
(FPPPAA), Ministry of Trade, Ministry
of Industry.
Local Employment and Human Capital
Development Requirements:
Preference for Nationals:
Draft mineral policy asserts the
prioritization of Ethiopians who are
qualified and that license holders must
include in their license applications
employment and training plans.
Targets for nationals:
No minimum quota or target for
nationals.
Expatriates:
Employed to fill gaps that nationals
cannot fill.
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Skills Development:
In TVET training, mining has been
identified as one of four priority
specialization areas (with agriculture,
industry and construction). However,
no plan as yet to link industry with
TVET.
Requirements for Local Procurement
of Goods and Services:
Preference for Local Goods and
Services:
Procurement
and
Property
Administration Proclamation No. 649
(2009) also MOP and POP Preference
for Ethiopian goods and services when
they are available at a competitive price
and comparable quality (“Ethiopian”
means 35% or more of the value is
added in Ethiopia).
Margins of Preference for Locals: Some
margins for local preference in the
Procurement and Supply Management
Manual.
Targets for Local Goods and Services:
No targets for LC Procurement
Development of Local Supply Chains:
Federal Micro and Small Enterprise
Development
Agency
(FeMSEDA)
organizes short training courses
to support capacity development
programs. Multinational oil and gas
companies do not provide such training
programs to local firms.
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MoMP to develop and establish and allinclusive a comprehensive LC policy

Established LC
policy
Full list availed

Established LC
management
framework

Approved
comprehensive
policy

b. Local Content
Policy/ In draft
c. Full list of LC
requirements/
Not available
d. LC
Management
framework/ Not
defined
a. Approved
sector Policy/In
draft
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The agreement is very high level and does not
violate LC aspirations - No action
Complete discussion and accession without
violating LC aspirations
Based on LC Policy, revise the PPSA to
include explicit TT requirements
Based on LC Policy, develop and include
reporting framework in the PPSA
Develop a comprehensive Local Content
Policy; this assignment is an initial part of this
process

Achieved

Signature

Approved with
TT
Approved LC
framework
Approved policy

a. China Framework
agreement/No
Issues
b. Alignment with
WTO agreement/
Under discussion
a. Technology
transfer/Not
included
b. Reporting
framework / Not
defined

5. Bilateral and
international
agreements

7. Local Content
Policy

Policy not
developed

Strengthen the institutional framework that
EMPBC (including the establishment of
own LC policy and management framework)
requires to effectively fulfil its role
Established
EMPBC LC
a. EMPBC LC
policy and
management
framework/Not
available
4.Regulations
(Ethiopian
Petroleum and
Natural Gas
Development
Enterprise,
Establishment
Regulation No.
264/2012)

6. Model PPSA

Recommendation

Desired state

Issue/Current status

MoMP to establish an LC management
framework (including M&E)

MoMP to develop and establish a
petroleum sector policy

MoMP to develop and establish and allinclusive LC policy with management
framework (systems, procedures, resources,
institutions, etc.)

Legal Instrument

Table 1:Legal Capacity assessment (Continued)

3. Petroleum
Sector Policy

MoMP to develop and establish an allinclusive LC policy covering definition
including its scope and boundaries (national
and regional state levels)

Full definition

a. Definition of
Local Content/
Not available

2.Petroleum
Operations
Proclamation
(POP) No.
295/1986 and
other relevant
laws

MoMP to develop and establish and allinclusive with a comprehensive list of LC
requirements

No Action

Recommendation

Achieved

Desired state

a. No Issue/
Broad by nature

Issue/Current status

1.1995
Constitution

Legal Instrument

Table 1:Legal Capacity assessment
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and management of LC in the country
is critical for its effective delivery.
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Ministry of Mines and Petroleum:

requirements. To avoid confusion in
implementation, there is a need to
harmonise the positions across the
various instruments. The current
attempt to develop a local content
policy presents an opportunity to
harmonise the positions and to ensure
that current gaps in the definitions
and requirements are filled.

B

Institutions

Managing various aspects of local
content in the petroleum sector in
Ethiopia falls within the ambit of a
number of government institutions.
The Ministry of Mines and Petroleum
(MoMP) has the direct mandate
and responsibility for the overall
management
of the
petroleum
sector (Federal Democratic Republic
of Ethiopia, 1995) and with it,
local content in the sector. Other
institutions include the Ethiopian
Mineral Petroleum and Biofuel
Company (EMPBC) responsible for
the management of the nation’s
commercial interests in the sector,
LOCAL CONTENT POLICY FRAMEWORKS IN ETHIOPIA

the Ministry of Science and Higher
Education (MOSHE) whose role is
the development of skills, the Federal
Technical and Vocational Education
and
Training
Agency
(FTVETA)
responsible for the regulation of
technical and vocational training, the
International Oil Companies (IOCs)
contracted to explore and develop
the resources, and the petroleum
resources host regional states.
While some of these institutions
are not directly responsible for the
management of the sector, they have
responsibility for the delivery of key
aspects of local content including
education, skills development, and
employment. Some are responsible
for the implementation of petroleum
sector projects while others host the
projects in their communities and all
are responsible for the delivery of
aspects of local content in one form
or another.
The ability of these institutions,
in terms of systems, processes,
procedures and resources, to respond
to the demands for the development

The
Petroleum
Operations
Proclamation provides that the Ministry
of Mines and Petroleum (MoMP)
is to be responsible for overseeing
“Petroleum Operations”. MoMP is
responsible for the governance of
the petroleum sector, including the
development and implementation
of policies in respect of upstream
exploration and development. It is to
be noted that the regulation of the
downstream petroleum sector and
biofuels was transferred from the
Ministry of Water Resources, Irrigation
and Energy to MoMP. However,
the Ministry of Trade retains the
mandate for regulation for the entry
of petroleum marketing firms in the
downstream sector.
MoMP is currently structured around
its core functions overseeing the
petroleum
and
mining
sectors.
Each sector is superintended by
a state minister under the overall
supervision of the senior minister.
Sectors
are
managed
under
directorates responsible for: (i)
artisanal mining; (ii) mineral, licensing
and administration; (iii) petroleum
licensing and administration; and (iv)
research and development. These
directorates are supported by the
central functions including: Human
Resources; Procurement, Finance
and Asset Management; Planning,
Monitoring and Evaluation; Change
Management; Legal Affairs; Ethics
Office; HIV Prevention Support
and Care Unit; Audit; Extractive

Industries Transparency Initiative
Implementation Unit; and Gender
Directorate.
A proposed new organisational
structure (Annex 6) includes the
introduction of a new minister of
state with responsibility for strategic
management
and
administration
who will lead the administrative and
management functions.
This structural review is limited to an
assessment of MoMP’s readiness to
manage the LC framework currently
under consideration. It focuses
on the Petroleum Licensing and
Administration Directorate (PLAD)
which has the primary role within
the ministry for administration of the
upstream petroleum sector.
The
current
human
resources
establishment of PLAD consists of 23
members of staff. Under the Director’s
leadership the team consists of 17
petroleum exploration, development
operation and licensing experts, three
economists, one mechanical engineer,
one executive secretary, and one
clerk.
The management framework for
local content in the petroleum sector
requires knowledge of the sector
value chain, policy analysis and
development, project development
and management, supply chain
management, and monitoring and
evaluation.
These
specialisations
are currently not available within
PLAD but may be available in other
departments of the ministry. The
ongoing restructuring of the ministry
presents an opportunity to address
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this capacity gap.
While this assignment has been
originated and fully supported by
the directorate, the management

Ethiopia Mines, Petroleum and
Biogas Corporation:
The
vision
of
Ethiopia
Mines, Petroleum and Biogas
Corporation
(EMPBC)
is
to become a dependable
national
economic
force
through delivery of world class
minerals, petroleum, biofuel
and related services (Ethiopian
Mining, Petroleum and Biofuel
Corporation, 2016). Its mission
is to deliver benefits for the
national interest by exploring,
developing and selling minerals,
petroleum and biofuels and
related services.

framework for LC both in the sector
and the Ministry will need to be
confirmed. In order to advance the
development of LC in the sector,
the following issues will need due
consideration by the ministry:
•
•
•

Development of a LC policy
Creation of a LC management
unit
Establishment of a functional
LC management systems and
procedures

In the petroleum development
sector, the corporation aims to
assure the country’s petroleum
supply in partnership with other
companies and to participate
in
the
exploration
and
development of the country’s
petroleum resources. In addition
to its activities in the country, the
corporation plans to be a key player
in the petroleum businesses of
neighbouring countries. As this sector
demands a highly skilled work force,
robust technology, and large capital,
EMPBC relies on the cooperation of
many stakeholders.
EMPBC’s responsibilities include:
petroleum
exploration
and
development operations, investing
in other petroleum companies, and
representing and managing the

government share in petroleum
operations
of
international
oil
companies. To date, the company
has been negotiating its participation
with Poly-GCL in the development
of the national gas and pipeline
project. The petroleum exploration
and development industry requires
extensive
planning
and
the
development of organizational capacity
in human resources, equipment and
infrastructure and the development of
a strong geosciences database. In this
regard, the focus of the corporation
to date has been on institutional
building, and experience sharing with
other state owned companies.
Unfortunately, unlike the mining
department of EMPBC which is well
established, the institutional structure
including staff, policies, systems
and procedures necessary for the
petroleum operations of EMPBC have
not been fully established. As far as
LC development is concerned, EMPBC
needs to address the following
challenges if the corporation is to play
its full role in the petroleum business:
•
•
•

Full
establishment
of
the
company
Definition of the organisation
structure and staff complement
Establishment of management
systems (policies, strategies,
processes,
procedures,
resources, etc.) including those
for local content management

Ministry of Science and Higher
Education
The Ministry of Science and Higher
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Education (MOSHE) is responsible
for leading the development of
science and higher education as well
as technical and vocational education
and training (TVET) in Ethiopia.
The objectives of MOSHE are to:
•

•

•

Prepare knowledgeable, skilled,
and
attitudinally
mature
graduates in relevant disciplines
with competence to support
peace, democracy and national
development
to
increase
the
country’s
international
competitiveness
Promote and enhance research
focusing on knowledge and
technology transfer consistent
with the country’s priority needs
Establish a system to create
and enhance institutions that
can be emulated as centres of
excellence and good governance

Higher education institutions under
the purview of MOSHE are responsible
for enrolling and graduating students
while ensuring they satisfy public
demands for human capital. The
graduates produced should have
the
required
knowledge,
skills,
and ethics necessary to serve the
national economy and the petroleum
sector in particular. Specifically, the
pursuance of local content objectives
requires that the education and skills
sector produces graduates who are
competitive and are able to respond
to sector demands.
The Federal Technical and Vocational
Education and Training Agency
(FTVETA) under the Ministry of
LOCAL CONTENT POLICY FRAMEWORKS IN ETHIOPIA
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Science and Higher Education is an
autonomous
federal
government
body. Its general objective is to create
a competent, motivated, adaptable
an innovative workforce as well as
technology accumulation and transfer
in promoting economic growth and
development in Ethiopia.
In order to promote the development
and management of the country’s
local content aspirations, MOSHE
and its institutions would need to
align their objectives with national
LC development aspirations, and
establish an institutional framework
for LC coordination.

International Oil Companies in
Ethiopia:
International oil companies (IOCs) are
important partners in the development
and implementation of local content
policies. They are the main investors
involved in the exploration and
production of petroleum resources,
have strong sector and other technical
knowledge and have experience from
other countries to share.
At the time of this study, there were
five international oil companies (IOCs)
operating (Annex 5) in the upstream
sector of the industry in Ethiopia. The
companies are:
•
•
•
•
•

Southwest Energy
Africa Holding Group, LLC
GBP Global Resource
New Africa Global Energy
Poly-GCL Petroleum Investments
Ltd

The majority of the companies remain
at the exploration stage. Only one of
them, Poly-GCL Petroleum Investments
Ltd (Poly-GCL), is currently preparing
for the development of the Calub and
Hilala gas discoveries (annex 5). The
execution of most of the technical
activities at this stage was subcontracted to external contractors
and, as a result, the staff complement
of the companies was kept small.
Several companies have abandoned
efforts in the country and, currently,
one of the above is currently in the
process of exiting.
The study discovered that the IOCs in
Ethiopia are aware of local content as
a viable approach for local economic
development. They are also aware of
the requirements for local content
under Ethiopia’s regulatory regime
as local content requirements are
outlined in the PPSA signed by these
companies.
Additionally, the companies agree
that proper implementation of local
content would benefit their projects.
It would enhance the economics
of their projects if appropriately
qualified local employees and quality
goods and services are identified at
competitive terms. Moreover, it would
also enhance relationships with the
communities in which they operate
and provide the IOCs with a healthy
social licence to operate.
While the duration of PPSAs in Ethiopia
are negotiable, they are generally for
an initial exploration period of 4 years
with an extension for up to 4 years.
This is longer than the more common

approach of an initial period of 2
years and at least 2 extensions each
of two years. However, some IOCs
were still of the view that this period
is too short for meaningful local
content development. These IOCs
also believe that the uncertain nature
of exploration is incompatible
with
local
content
development as the returns
on investment in exploration
are highly uncertain.

•

The IOCs were concerned
that some regional state
administrations are unaware
of their strategic roles in
managing petroleum projects.
They
reported
informal
demands
for
unexpected
taxes on project vehicles or
other assets. This situation
required that IOCs manage
their relationships with the
local administrations carefully.
Lastly, the IOCs expressed the
view that the delivery of local
content requirements could
be enhanced if its monitoring
and evaluation framework
is strengthened to track and reward
positive achievements and sanction
inadequate performance.
In summary, engagements with IOCs
revealed the following challenges and
issues for local content development
and management:
•

•
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•

available in the market
The regulatory regime to define
and enforce LC demands is
inadequate
Limited comprehensive local
content policies, systems and
procedures

Uncertain returns to investment
in exploration provide little
motivation for investment in
local content
High technical skills are not

•
•

An immature ancillary and
support services industry
Sensitive relations with the
regional state administrations

Petroleum Host Regional States:
Given their scale, intensity and
duration, petroleum projects can
have a profound impact on local
communities. There may be risks to
health, safety or the environment
or economic livelihoods, social
and cultural norms and community
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Established

b. Definition of the organisation
structure and staff compliment/
Not done

Aligned objectives with
LC
Established LC
coordination

b. Establish an institutional
framework for LC coordination/Not
available

Established LC
Management framework

a. Alignment of MOSHE objectives
with LC development aspirations/
Not aligned

Deliver a stakeholder engagement
strategy

Deliver a stakeholder engagement
strategy

Good engagement at
regional state levels

a. Project & regulation information/
Not available

Based on the LC policy and
management framework

d. Social security and political
environment/Uncertain

Full definition

e. Definition of LC/Inadequate

Enforce establishment of company
LC policies

Enforce national LC policy

Own LC Management
framework

d. Own LC systems/Weak

Based on the LC policy and
management framework

c. Skills development/education

Established MOMP LC
Management framework

c. LC regulatory regime/ Weak

Develop the skills and capacity of
the communities

Employment in line with
LC policy

b. High technical skills/Not
available

Enforce national LC policy

Action

Building on the LC policy establish
management and coordination
framework

b. Employment, business contracts,
and community activities/
Inadequate

Engagement in line with
LC policy and PPSA

a. Exploration campaigns contracts
are deemed to be short!

International Oil
Companies

Regional
(Petroleum)
States

Desired state

Issue/Current status

Legal Instrument

Table 2: Institutional Capacity assessments (Continued)

Ministry
of Science
and Higher
Education
(including
FTVETA)

c. Establishment of management
systems (policies, strategies,
processes, procedures, resources,
etc.) including for local content
management/Not done

Established Management
framework

a. Full establishment of the
company/Not done

organisational structure

Established LC
Management framework

b. Establishment of Local Content
management framework/Not in
place

Complete the establishment of
the petroleum division of the
company with own LC management
framework

Develop and establish LC policy
including a management framework

Established LC Policy

a. Development of a Local Content
policy/Not in place

The Ministry
of Mines and
Petroleum

EMPBC

Action

Desired state

Issue/Current status

Legal Instrument

Table 2: Institutional Capacity assessments
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relations may be challenging. In some
cases, projects take place in fragile
states, in conflict-affected areas, or in
environmentally sensitive areas.
Experience shows that even where
laws, regulations and management
exist, some petroleum projects
struggle to act as the anticipated ‘kick
starters’ of the local economy. In such
cases, local communities are only left
with the negative impacts of these
projects such as pollution, social
disruption, human rights abuse and
disturbed local markets.
With little or no access to relevant
information, local communities cannot
assess the potential risks or advantages
that a project might bring. They are
unable to engage effectively with
government and the oil companies to
ensure that sufficient project benefits
accrue to them and expectation and
reality can sometimes diverge.
When any negative impacts are not
adequately addressed or if benefits
are not seen to be fairly distributed,

trust is eroded and the risk of tensions
between the parties increases. When
this occurs over extended periods of
time, some community members can
resort to violence.

among the project communities
undermine project implementation:

The petroleum projects in Ethiopia
present opportunities for the socioeconomic development of the country
at the national as well as host regional
state level as exploration projects are
often in the rural parts of the country.
Most of these regions have lagged
behind in development terms and
lack adequate socio-economic and
physical infrastructure.

•

The constitution of Ethiopia mandates
the federal government with the
management of natural resources
for the good of all citizens. However
at the project sites, the creation of
a safe environment rests with the
host regional states and the local
communities. To ensure effective
implementation of the projects, proper
risk management is essential.

•

•
•

Lack of awareness of project
information and on the regulatory
framework
Few
opportunities
for
employment, business contracts,
and community activities
Limited
access
to
skills
development or youth education
Uncertain social security and

political environment
Further to the capacity assessments
of
the
legal
and
institutional
frameworks, the main actions require
the development and implementation
of a national local content policy.
Once approved, regulatory and other
instruments should be reviewed in
line with this new local content policy.
Table 3 below presents a summary of
actions to be taken.

Table 3: Summary of actions resulting from the assessment

Capacity Centre
The Ministry
of Mines and
Petroleum

Action
Develop national LC policy
Develop and establish LC management framework
including systems, procedures
Align POP285/1986 with LC policy
Align PPSA with LC policy
Develop and establish petroleum policy in line with LC
policy

In conclusion, the following challenges
Ethiopian Mines
and Petroleum
Company

Align regulation 264/2012 with LC policy
Establish full institutional framework
Develop and establish own LC management
framework

The Ministry of
Science and Higher
Education

Align MOSHE objectives with LC requirements

International Oil
and gas Companies

Establish own LC policies which align with national LC
policy

Regional States
and communities

Enhance engagement and information provision

Establish a coordination framework

Develop the skills and capacity of the communities
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C

Success Factors

In designing local content policies,
policy makers consider short and
long term benefits. Achieving short
term benefits might be easier through
specific development strategies such
as employment generation while long
term benefits might require a careful
assessment of possible linkages to
broader parts of the economy.

iv.

Whatever the strategy, in order to
successfully design and implement
a local content policy, careful
consideration of the following factors
is important:
i.

ii.

iii.

Alignment: national policies and
strategies may not be aligned
with local content policies, a
review and remediation of any
contradictions may be necessary
to ensure policies and strategies
converge coherently.
Legal Framework: Where there is
lack of clarity in the definition and
understanding of local content,
confused
implementation
may result. Therefore, clear,
transparent and comprehensive
local content laws are required
to provide full guidance on the
local content requirements and
the management framework
supporting it.
Definition and Metrics: Ability
to compare and measure local
content facilitates the impartial
assessment of achievements
and challenges. An unambiguous
definition of local content is
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v.

vi.

required including the scope
and boundaries of local content
and providing indicators for
monitoring variables such as
employment, training, goods and
service so that they become well
understood and accepted.
Accountability: There should
be
clarity regarding
roles,
monitoring,
evaluation
and
reporting on local content and
ensuring that local vendors are
guaranteed the opportunity to
compete for contracts. To support
this objective, it is necessary to
establish an institution to take
on this responsibility. Examples
include the United Kingdom’s
Offshore
Supplies
Office,
Norway’s Goods and Service
Office, Nigeria’s Local Content
Monitoring Board.
Stakeholder engagement and
information dissemination: Lack
of adequate consultation on and
provision of project information
by stakeholders tends to create
an environment of mistrust and
suspicion. It may be necessary
to establish a common process
for engagement with all key
stakeholders at national and
regional
levels
on
sector
development issues.
Capacity building: To achieve
local content targets, it is
necessary to have adequate
local capacity on the ground.
Therefore it is important for
all stakeholders to assess and
understand the existing capacity
to perform their roles and

vii.

undertake capacity development
activities if necessary. These
activities
may
include:
(i)
developing a register of qualified
local vendors; (ii) advising
local vendors of the potential
for joint ventures and other
ways to cooperate with foreign
companies; and (iii) supporting
plans for local capacity building,
training, technology transfer, and
research into and development
of local content development
initiatives.
Linkages: The petroleum sector
will have a limited number of
opportunities for local content
development. However, if the
sector is linked with other allied
sectors (direct, indirect and spillover), opportunities for local
content development multiply.
There is a need for monitoring,

public
dissemination
and
promotion of synergies between
the petroleum industry and the
rest of the economy. Examples
include spill-over effects from
petroleum into agriculture (e.g.
fertilizer production) and the
hospitality industry (e.g. hotels
and entertainment).
viii. Bilateral and international trade
and development agreements:
Some local content requirements
give preference to national
suppliers of goods and services.
This tends to conflict with
requirements of some bilateral
and international trade and
development agreements and due
consideration should be given to
ensure revised approaches do
not violate existing bilateral and
international agreements.
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5

Business
Environment and
Opportunities

Additionally, Ethiopia is ranked the
126th most competitive nation in the
world out of 140 countries in the 2018
edition of the Global Competitiveness
Report (World Economic Forum,
2018). Issues covered in this ranking
include factors such as: institutions,

infrastructure, ICT adoption, skills
product market; labour market;
financial system; market size; business
dynamism; and innovation capability.
The best ranking Ethiopia received
was 106th in 2012 (figure 3).
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Figure 3: Rankings of Global Competitiveness by the World Economic Forum
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T

he business environment
constitutes the internal and
external factors that influence
the performance of a whole
value chain and the opportunities
arising from it. In the petroleum
industry, this covers the nature of the
value chain, its participants, governing
policies and the resource inputs it
requires.

A

Business environment

The supply chain of the upstream
segment includes domestic and
international transportation, ordering
processing and inventory control,
materials handling, and import and
export facilitation. The complex nature
of this supply chain and its business
environment necessarily generates
uncertainty.
The upstream segment has supply
chain management challenges that, if
mishandled, can create ripple effects.
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These include the delivery of in-bound
drilling materials such as mud, water
or sand; transportation of petroleum
products from the field to locations; or
getting workers and required supplies
to remote locations. Other challenges
are in regard to health, safety, security,
environment, and engagements with
multiple stakeholders. In sum, any
fragmentation or mismanagement of
the supply chain will invite disruptions
and costly delays.
In spite of concerted efforts of the
government to create broad policy
reforms, Ethiopia continues to face a
challenging business climate. While
the country has recorded a robust
growth in the economy resulting in
many opportunities, some hurdles
to business remain. The 2019 World
Bank’s Ease of Doing Business report
(World Bank, 2020), ranked Ethiopia
159th out of 190 countries; an
improvement of two positions from
2018 but still an unenviable rating.
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Source: World Economic Forum
Recent efforts of the government to
improve the business environment
include
the
revision
of
the
Investment Act to produce an
economic
framework
that
fast
tracks the global competitiveness
of the national economy, increases
export performance, and generates
more
and
better
employment
opportunities. These efforts also
include improvement efforts: making
it easier to start a business, register
property, enforce contracts, acquire

construction licenses, pay taxes,
protect minority rights, get electricity;
trade across borders and resolve
insolvency.
These efforts have been unable
to eliminate locational challenges
related to the supply chain. As a
landlocked country Ethiopia depends
on neighbouring country ports for its
import and export activities resulting
in high transportation and logistics
costs. Additionally, unless exempted
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by law, imported goods are subject
to taxation. These taxes are assigned
priority levels, calculated and paid
in a sequential order, rendering
the process burdensome. Other
challenging factors in the business
environment include high taxation
rates, volatile exchange rates, limited
access to finance and high interest
rates.
Companies in upstream petroleum
operations import specialist technical
equipment, materials, and personnel
for exploration and appraisal activities
Despite efforts to improve the business
environment, the private sector
including investors and the small and
medium enterprises continue to face
the following challenges:
•
•
•

•
•
•
•

•

Shortage of foreign exchange
Limited access to credit
Burdensome foreign exchange,
tax, and customs administrative
procedures
Long distances to the nearest
importation ports
High cost of transportation and
logistics
Unreliable goods transportation
Inadequate
infrastructure
(telecommunications, internet,
electricity, etc.)
Uncertified
environmental,
health,
safety
and
other
management systems
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Box 1:

Definition of Sectors
A sector is an economic area
where businesses share the
same or a related product
or service. Economies are
comprised of four or high-level
sectors, composed of smaller
sectors. Of the large sectors,
the primary sector pertains to
the extraction and harvesting
of natural products from the
earth, such as agriculture,
mining and forestry.
The secondary sector consists
of processing, manufacturing
and construction companies
which might include activities
such as metalworking and
smelting, or car production.
The tertiary or service sector,
is
comprised
of
service
operations, such as retailers,
entertainment
firms
and
financial organizations. This
sector sells the goods produced
by the secondary sector and
provides commercial services
to both the general population
and to businesses in all five
economic sectors.

B

Sector analysis and 		
Opportunities
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C

Review of National
Strategies

A sector refers to areas of the
economy (Box 1) which share the
same or related products or services.
Countries generally select sectors for
development that have comparative
advantages and are aligned with
national
development
goals.
Therefore, the process of selecting
sectors for development in a country
requires the application of clear and
rational criteria.

Ethiopia’s development thrust is
mainly driven by the second Growth
and Transformation Programme (GTPII)
(under revision) and the Ethiopian
Industrialisation
Strategy
whose
overarching objective is to sustain
growth and establish a springboard for
economic structural transformation.
These strategies intend to realize the
national vision of becoming a lowermiddle income country by 2025.

To identify development sectors, the
study used three criteria:

In addition to its specific macroeconomic objectives, the GTPII sets
out objectives for a number of sectors
such as agriculture, manufacturing,
construction, urban development,
trade, and culture and tourism.
It also identifies the economic
infrastructure; human development
needs; governance requirements and
cross-cutting issues that will support
the achievement of its objectives.

i.

ii.

iii.

the aspirations of Ethiopia
articulated in the major national
development strategies (Second
Growth
and
Transformation
Programme (GTPII) and the
Industrial Development Policy
(IDP);
experience learned from the
application of an Industrial
Baseline Survey (IBS) in a country
(Uganda Joint Venture Partners,
2013) in a similar phase of oil
and gas development; and
other industries with linkages to
the petroleum sector in Ethiopia.
Using this approach, shortlisted
sectors were reviewed and a
quantitative assessment made
to select potential sectors
supporting
local
content
development
in
Ethiopia’s
petroleum industry.

From experience gained in the
implementation of GTPII, it is proposed
to effect the following actions:
i.

ii.

Enhance
the
agricultural
productivity
of
smallholder
farmers and pastoralists through
providing
inputs
such
as
fertilisers and services;
Prioritize the development of
manufacturing
sectors
with
strong local content such as
agro-processing and leather
products;
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iii.

iv.

Strengthen backward linkages
with
manufacturing
value
chains by encouraging domestic
production of industrial inputs;
and
Promote industries capable of
competing with imported goods,
leveraging a large domestic
market.

The Ethiopian industrial policy is
defined by three policy documents
which guide industrial development.
These
are:
(i)
the
Industrial
Development Roadmap (IDR) providing
a strategic framework for industrial
development for ten years; (ii) the
Industrial
Development
Strategy
Plan (IDSP) defining strategies,
programs and projects supporting
the implementation of the roadmap;
and, (iii) the Industrial Development
Institutional Setup (IDIS) providing an
institutional framework for industrial
development.
The industrial policy identifies priority
sectors with the potential to enable
industry to take its leading role as
the engine of the economy. These
sectors include: textile and garment
production, leather and leather
products, the chemical, metal, agro-

processing, and construction sectors.
The IDSP refines the range of priority
sectors for industrial development to
also cover manufacturing, metal and
engineering, agro-processing, and
chemicals. The policy commits to focus
on these priority sectors by further
upgrading them and diversifying their
products to allow the nation to benefit
from their comparative advantages in
the local and foreign market.
The IDSP recognises that industrial
transformation
will
require
diversification beyond the listed
priority sectors into new, more labourintensive and higher value-adding
manufacturing industries. However,
any priority sector expansion program
would require activities related to
deepening, expanding, and improving
the current priority sectors.
The priority sectors in the two
strategies (Table 4) are closely
linked. With the exception of urban
development, trade, and culture and
tourism, in the tertiary (services)
sector, all the others are primary or
secondary sectors. Agro-processing
may be grouped as a subsector
under agriculture, but it may also fit
equally well as a subsector under
manufacturing.
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Table 4: Sectors in the GTPII and EIP

Sectors

Sub-sectors

i. Agriculture,

EIP

X
a. Agro-processing

ii. Manufacturing,

X
X

a. Textile and garment

X

b. Leather and products

X

c. Chemical

X

d. Metal
e. Agro-processing

X

iii. Construction

X

iv. Urban development

X

v. Trade

X

vi. Culture and Tourism

X

X

Source: Consultant’s derivation from the strategies

D Industrial Baseline Survey
As this report shows, careful selection
and development of sectors can
enhance local content development in
an emerging petroleum country. The
Industrial Baseline Survey (IBS) presents
an analytical method for selecting sectors
and in this study, it has been used as one
of three criteria which combined to form
a comprehensive and robust approach to
select sectors for development.
The Industrial Baseline Survey assesses
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GTPII

sectors on the basis of two main criteria;
(i) ease of practical implementation in
terms of the amount of capital and time
required for investment, and
(ii) the returns to investment measured by
the number and content of jobs created.
The Industrial Baseline Survey (IBS)
approach was previously modelled
in Uganda and started with a review
of the complete list of industries
and sectors presented by the United
Nations International Standard Industrial
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Classification of all Economic Activities
(United Nations, 2008). The approach
considers sectors and industries that
are likely to be directly or indirectly
impacted by petroleum projects and
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those that are considered “must
haves” for local content development.
Based on these two criteria, an initial
list of 420 (Figure 4) industries was
developed.

Figure 5: Ranking industries based on benefits and feasibility

Number of new job generated
- Based on creation of new positions driven by Oil
& Gas activity
- Estimated as “Low” (<1000) or “High”(>1000) over
the lifetime of the entire project

List of Target industries
...
...
...

Figure 4: Selection of industries with high potential for local content

Average skill level requirements from employee
- Used as a proxy to estimate industries added value
- Estimated as “Unskilled”, “Semi-skilled” and “Skilled”
based on the definition agreed by Partners

~420 industries
1

2

~40 industries

3
25 industries

Target list of Industries
•
O&G direct and indirect industries*
•
Industries widely recommended for
National Content
Industries with high potential for National
Content
•
Industry evaluated along Feasiblity
and Benfits
•
Only highly beneficial and feasible
industries passed further

Note: Initial list of industries from UN Statistics Division, ISIC Revision 4
*based on the detailed value chain of O&G activities

Source: Uganda Industrial Baseline Survey

The initial list of 420 industries
proposed by the United Nations
classification was refined to 40
relevant ‘target industries’. These
target industries were selected
on the basis that they would offer
direct and indirect services to the
emerging petroleum sector and were
further filtered (Figure 5) based
on their potential for local content
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Benefits

Initial list of Industries
•
Exhausive list of industries (UN stats)
•
International classification used by
stats offices

Feasibility

CAPEX intensity
- Based on CAPEX requirements to build/develop industry
to meet the Oil & Gas standards
- Estimated as “Low” (<$100M) or “High”(>#100M)
Capacity ramp-up times
- Based on the time needed by industry to reach required
capabilities
- Estimated as “Short” (0-3 years), “Mild” (3-10 years)
and “Long” (10+ years)

Note: This ranking is used only for positioning industries on the matrix, not to evaluate market size or supply capacity

Source: Uganda Industrial Baseline Survey
The potential number of jobs to be
created in an industry is estimated in
terms of new positions (Figure 6). The
number of jobs is described as “low”
(<1000) or “high” (>1000) and the
skills levels categorised as “unskilled”,
“semi-skilled” or “skilled”. Capital

expenditure intensity is estimated at
low (<$100m) or “high” (>$100m) and
ramp-up time as “short” (0-3 years) or
“high” (>3 years). Using this process,
the number of ‘target industries’ was
reduced further from 40 to 25.

development. The potential for local
content development is assessed
based on the prioritisation method
used in the baseline survey: potential
benefits (number of jobs created
and the skills levels of jobs) to the
country and on the feasibility of
implementation (capital expenditure
and ramp up time).
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The quadrants illustrate and capture
the range of possible attributes that

Figure 6: Scoring benefits and feasibility
FEASIBILITY

BENEFITS
Scoring Method

Scoring Method

Table 5: Characteristics of industry quadrants and their prioritisation approach

2
1

Long

CAPEX
intensity

are summarised in table 5 below.

2
Mid

Short

High

1

2

2

Low

1

2

3

Characteristic

Prioritisation Approach

1

Complex to implement; low
benefits

Development through
education over a long time

Unskilled Semi-skilled Skilled

1
Number
of Jobs

Quadrant

Low

1

2

2

High

3

3

3

Score 1 - Either not present locally or unlikely
to be present in the future
Score 2 - Significant efforts required
Score 3 - Local presence could be developed
to meet the Oil and Gas standards

Score 1 - Few new jobs generated in a low added
value industry
Score 2 - Few jobs generated, but in skilled
required industries
Score 3 - Numerous new jobs generated

2

Complex to implement; high
benefits

Opportunities for careful
selection

3

Easy to implement; low benefits

Good to have industries

Comments:
A similar score assigned to high CAPEX and
short ramp-up time as to low CAPEX and
mid-ramp up time

Comments:
A premium is given to “high number of jobs” in the
grading

4

Easy to implement; high benefits

Low hanging fruits

Source: Consultant’s derivation

Source: Uganda Industrial Baseline Survey
spectrum from “complex” to “easy”
to implement while the vertical
represents the benefits from “low” to
“high”.

Using the key criteria of feasibility
and benefits as axes, four quadrants
are created (Figure 7) to enable a
prioritisation assessment to be made.
The horizontal axis represents the
Figure 7: Classification of Industries
Opportunities

Industries to develop

Industries to select cautiously
To be selected if low feasibility
is not a definitive burden

High

OPPORTUNITIES

INDUSTRIES
TO DEVELOP

Benefits
DEVELOPMENT
THROUGH
EDUCATION
Development through education
Long-term vision to be
established
Education program to support
for future devlopment
Little current industrial
potential

GOOD
TO HAVE
INDUSTRIES
Good to have industries

Low
Complex

High-impact industries for
local content
Short lead time, fast impact
“Must have” industries for
local content

Feasibility
Feasibility

Easy

The first quadrant represents those
industries that would be complex to
implement LC changes and have low
potential for benefits; they are of little
current potential and would require
proper grounding in strategic longterm development programmes to
transition to another quadrant. The
second quadrant identifies industries
where LC would be complex to
implement but promise high benefits;
they would require careful selection.
Quadrant 3 represents those industries
that are easy to implement but have
low potential benefits; they are low
priority industries. The industries
in the fourth quadrant are easy to

implement and have potential for high
benefits; they should be reviewed
with a view for more immediate
development.
Based on the analysis of the Industrial
Baseline Survey, the twenty-five
industries (Figure 8) in the fourth
quadrant (coloured green) are judged
to offer good potential for local
content development. This list of
industries is used in tandem with
the list prioritised in the Ethiopian
national development strategies and
from consideration their value adding
linkages to determine industries that
are recommended for development.

Low priority industries for
development
To be selected if future
perspectives offer larger
benefits

Source: Uganda Industrial Baseline Survey
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the allied linkage sectors.

High

Petrochemical
(refinery)

Oil/Water pipe
Installation
Pipe Steel

Machinery and
heavy equipement
manufacturing

Benefits
Blue area
industries
to be
addressed
through
education

Enineering
Consultancy

Oilfield
Chemicals

Oilfield Equipment Cement
Manufacturing
Additives
Drilling
Services
Drilling
Supplies

Oilfield
Services
Drilling
Equipment

Mechanical
Construction
Services
Construction
Steel
Manufacturing
Food
Supply

Cement
Manufacturing

Light Iron/Steel
Products

Civil
Construction
Services

Road
Construction

Light
Equipment
Manufacturing

Production Operation
Services

Hazardous Waste
Domestic
Airline Services Management
Vendor and
representation
Services

Technical
Consultancy

GMS

Transportation
and Logistics
(Goods)

Bulky
Construction
Materials
Transportation
(People)
Generic Waste
Management
Fuel
Wholesale

Manpower
Agency
Furniture
Manufacturing

Work Saftey
Products

Site Saftey
and Security
Low

Facitlity
Management

Complex

Feasibility
Feasibility

Catering

Easy

Source: Uganda Industrial Baseline Survey

E Linkages
The petroleum sector presents good
opportunities for countries to maximise
benefits for their citizens through
exploiting linkages with the rest of the
economy. As in any country, optimal
linkages to the Ethiopian petroleum
sector can potentially generate more
benefits for the economy beyond
what is expected from the sector on
its own.
The petroleum industry requires
goods and services as inputs, many
of which are currently sourced from
outside Ethiopia. The inputs are
imported either because they are not
manufactured locally or because the
local products and services do not
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meet the standards required. The IBS
identifies many components of the
backward (inputs) linkage industries
and some of the forward (output)
linkages (Figure 9).
Selecting forward linkages requires
careful and detailed feasibility studies
which lie outside the scope of this
assignment. The sale of petroleum
products is considered an important
source of foreign exchange revenue.
Ethiopia, as with any developing
country, has a large need for foreign
exchange to support its development
strategies and will benefit from
exporting
petroleum
products.
Foreign exchange income earned
from the petroleum sales will support
importing inputs required to develop

Ethiopia’s ability to achieve its
development goals in such key sectors
as agriculture and manufacturing
require significant amount of power.
However, the country currently
experiences severe power shortages
and careful consideration of using
the country’s petroleum resources
for power generation is also required
especially as this would also have the
benefit of extending sectoral linkages
to industry.
The agriculture sector plays a central
role in the life and livelihood of
Ethiopians. Approximately 12 million
smallholder
farming
households
account for an estimated 95% of
agricultural production and 85% of
all employment (Federal Democratic
Republic
of
Ethiopia,
2010).

The government of Ethiopia has
formulated policies, strategies and
programmes to promote agricultural
development. The second Growth
and Transformation Plan (GTP II)
identifies the agriculture sector as
one of the major drivers to growth.
The Plan for Agriculture focuses on
improving agricultural production and
productivity through the provision of
modern inputs such as fertilisers.
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Furthermore,
Ethiopia
spends
approximately $1 billion USD annually
to import approximately 1 million
metric tonnes of fertilisers (Johanes
Agbahey, et al, 2010). Using Ethiopia’s
petroleum resources to manufacture
fertilisers would enhance agriculture
production, save the country foreign
exchange, and promote local content
development through this forward
linkage.

Figure 9: Linkages to the petroleum industry
Side-stream (infrastructure, agriculture, technology & Knowledge) Linkages
Fiscal Linkages

Revenue

Goods
Cement
Bulk

Electricity
Furnace

Petroleum

Fertilisers
Petrochemic

Services
Surveying

LNG, GTL:

Consumption (due to higher incomes) Linkages
Horizontal (Skills) Linkages
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Forward Linkages

Figure 8: Classification in terms of potential for local content

Backward (Inputs) Linkages
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F Prioritisation of sectors
for support
In determining the sectors to
be selected for promotion and
development, the following factors
were considered:
i.

ii.

iii.

Priorities
of
the
national
development strategies (GTPII,
EIP);
Returns to investment and the
ease of implementation (the IBS
approach); and
Forward linkages important for
the development of other priority
sectors in the economy

However, applying these criteria to
select sectors for development is
not without challenges. The national
strategies focus on primary and
secondary sectors which are broad
by nature. The selection of one such
sector must also imply the selection
of all the subsectors within it.
Forward linkages are expensive and
complex to implement and require
careful evaluation. For example,
fertiliser
development
requires
large prior investment in capital
and time. However, as the national
strategies select it to promote other
development, careful consideration
would be required which should

include feasibility studies.
The list of sectors covered by the three
approaches (Annex 7) was summarised
(Table 6) and each sector further
assessed based on five variables. The
rating for the variables was on a scale
of 1 to 10. For each sector, the overall
rating is the sum of the ratings across
the five variables. Although a final
rating based on a larger number of
assessors would have been preferable
to eliminate any subjectivity, this
was not possible at this time and the
study’s assessments were based on
the rating by the consultant and his
national counterpart.

Primary
sectors
1.

•

•

•

•

Jobs: Number of jobs created
(the higher, the better score)
Skills: The level of skills in the
jobs created (the more skilled,
the better score)
Capex: Capex required (the
lower the capex, the higher the
rating)
Time: Time to ramp up (the
shorter the time, the higher the
rating)
MKT: Estimated size of potential
market (the larger the market
the better)

Secondary sectors

Jobs

Skills

Capex

Time

MKT

Total

Rank

6

5

6

7

8

32

1

Light equipment

5

6

6

6

7

30

6

Cement

8

4

1

2

8

23

25

Fertilisers

8

5

1

1

9

24

23

Petrochemicals

8

6

1

1

7

23

25

Petroleum products

8

6

1

1

8

24

23

Furniture
Light iron and steel
products

7

4

7

7

7

32

1

5

6

6

6

7

30

6

Work safety products

7

5

7

6

6

31

3

Electricity

7

6

1

1

8

23

25

Construction steel

7

5

2

2

7

23

25

Road Construction

9

4

2

5

7

27

16

Building Construction

9

4

2

5

7

27

16

Mechanical
Construction

9

5

2

5

7

28

10

8

4

2

5

5

26

19

Hazardous waste
management

4

8

3

5

5

25

21

Generic waste

5

4

5

6

6

26

19

Transportation
(people)

4

5

6

6

7

28

10

Agriculture
Agro-processing

2.

The variables use to rate the industries
are:
•

3.

4.

Manufacturing

Metal/Engineering

Mining
Bulk materials

5.
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Table 6: Selection of sectors

Services
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Table 6: Selection of sectors (Continued)

Primary
sectors
5.

Secondary sectors

Jobs

Skills

Capex

Time

MKT

Total

Rank

Transportation (goods)

4

5

5

6

7

27

16

Production operations

5

7

7

5

5

29

8

Vendor and
representation

4

5

8

7

4

28

10

Technical consultancy

4

8

7

5

4

28

10

Fuel wholesale services

4

4

5

7

5

25

21

Airline services

4

5

3

5

4

21

29

Facilities management

5

5

8

6

4

28

10

Manpower services

4

4

8

7

5

28

10

Security services

8

4

7

6

6

31

3

Catering

6

5

6

7

5

29

8

Food supply

6

5

7

7

6

31

3

Services

The analysis above ranks the
ten industries best placed for
investments in development as agroprocessing,
furniture
production,
work
safety
products,
security
services, food supply, light equipment
manufacturing, light iron and steel
products,
production
operations,
catering, mechanical construction,
transportation
(people),
vendor
representation, technical consultancy
services, facilities management, and
manpower services.
The final decision on the sectors
should also be based on further
qualitative analysis of economic
linkages. Industries such as fertilisers,
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petrochemicals and electricity are
high priority industries for Ethiopia’s
development agenda and merit
further feasibility studies. Other
industries that are important for the
advancement of the petroleum sector
such as hazardous waste management
should also be reviewed and be
subject to further analysis.

G

The petroleum
value chain

The oil subsector standard value chain
(Figure 10) has five stages. It begins
from exploration (the search) and

production (exploitation) of petroleum.
Subsequent activities include the
transportation of oil to refineries and
finally to consumers through various
modes such as pipelines and vessels
as well as road networks. Refining
involves the transformation of crude
oil into finished products such as
fuel, kerosene and diesel. The final
stage is the distribution of finished
products to consumers. Each stage of
the value chain presents significant
business opportunities. However, for
effective engagement and possible
participation in the business there
is also the need for substantive and
timely preparation.
The activities (Figure 11) of the gas
value chain also start with exploration.
This is followed by drilling to bring gas
to the surface. The natural gas is then
processed before being transported
to market through various modes. The
final stage is the distribution of the
natural gas to the consumers.
It is clear the evolution of the
petroleum industry in Ethiopia has
taken a long time. To date, with the
exception of the Poly-GCL which are
currently undertaking preparations
for the development of the Calub
and Hilala discoveries, all the other
international oil companies remain
at the exploration stage. The main
activities being undertaken during this
phase of the value chain are seismic
data acquisition and interpretation. It
is expected that further exploration
work will take place in the coming
years.

In
2013,
Poly-GCL
Petroleum
Investments Ltd signed a petroleum
development agreement with the
then Ministry of Mines and has been
preparing to develop the natural
gas reserves ever since. To support
this development, in February 2019,
Ethiopia and Djibouti signed an
intergovernmental agreement paving
the way for the construction of a
pipeline to transport the gas from the
fields in the Somali Regional State
(SRS) to Djibouti. The pipeline will
have a capacity of 12 billion cubic
meters per year and is around 700
km in length, the equivalent of the
West African pipeline and is expected
to take 3 years to build. There are
also plans to install a gas liquefaction
plant with a capacity of 3 MTPA on
the Djibouti’s Read sea coast . Other
liquefaction projects in the region
which are likely to be completed
sooner are located in Tanzania (10 to
15 MTPA) and Mozambique (25-30
MTPA), which makes Ethiopia a small
LNG player in the region and globally.
Poly-GCL has subsequently submitted
a Petroleum Development Plan
(PDP) to the Ministry of Mines and
Petroleum for the development of the
proven gas reserves. The plan details
how the firm will take forward the
construction and operation of the
gas pipeline and LNG infrastructure
project. A pipeline agreement signed
in December 2019 between Ethiopian
and Chinese partners marks a key
step forward in efforts to develop a
delayed liquefied natural gas (LNG)
export terminal .

https://www.agenceecofin.com/transport/1802-64068-signature-d-un-accord-de-construction-de-gazoducentre-l-ethiopie-et-djibouti
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• Personnel services

• Petroleum,
Reservoir, Drilling,
Production Engineer

• Site, camp, roads
construction

• Logistics and
forwarding

• Geochemists

• Site, camp, roads
construction

• Catering services

• Laboratory
Services

• Different oils,
and Lubricants
distributions

• Geochemists

• Chemists

• Site, camp, roads
construction

• Catering services

• Site, Camp, roads
construction

• Logistics

• Man power
provision

• Personnel services • Product Branding

• EPC services

• Laboratory
Services
• EPC services

• Trucking services

• Rail tank services

• Storages Facilities
• Refinery plant
constructions

• Fuel Filling
Stations

Sales &
Distribution

Marketing
Convert to final
Products

Refining

• Fuels, Oils,
Lubricants,
Petrochemicals

• Project
• Personnel services
management

• Catering &
accommodation

• Surface
installations

• Production
facilities

• Pipeline, Surface
Facilities
Installations

Move to refineries
& Markets

Transportation

Note: the above list of services and skills in the value chains is not exhaustive. It is categorized in its close relationship to the oil and gas industry. However, there are
also other skills and services that can be considered as any industry such as: - legal services, HR services, Office Administration and support, procurement, etc.

• Site, camp, roads
construction

• Logistics and
forwarding

• Personnel supply

• Catering &
accommodation

• Laboratory
services

• Drilling & well
testing operations

• 2D, 3D Seismic
opera’s

• EPC services

• Drilling operations

Bring resources
to Surface

Discover new
resources

Main
Activities

• FTG, Magnetic...
surveys

Development
& Production
Exploration

Value
Chains

Figure 10: The Oil Value Chain

size of resources and production
capacity of Hilala fields. Although
this was not completed by the time
of this study, it unearthed some
licensing and regulatory issues that
require resolution ahead of full scale
development in the future.

Tasks & services

Meanwhile,
the
company
has
continued to prospect for additional
gas and oil reserves in its license area
in the Ogaden basin. The company
also drilled other oil wells which
showed a small production capacity
and undertook production testing
activities to determine the potential
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• Sales person
• Chemical Engineers

Geophysicists,
Surveyors

• Catering services
• Petroleum,
Reservoir, Drilling,

• Site, camp, roads

• Logistics
&Forwarding

• Logistics and
forwarding

• Site, camp, roads
construction

• Chemists,
Geochemists

• Management

• Marketing, Business
• Site, camp, roads

• Condensate and
other products
• Personnel supply

• Personnel supply

• EPC services

• Logistics and
forwarding

• Catering services

• Personnel supply

• Liquefied Petroleum
Gas (LPG) facilities
• EPC services

• Trucking services

• Personnel supply

• Catering &
accommodation

• Laboratory
services

• Catering &
accommodation

• Rail tank services

• Liquefied
• Customer
Petroleum Gas, Gas
distribution pipelines
to Liquids (GTL)
• Natural Gas utilities
Production

• Drilling & well
testing operations

• Surface
installations

• Surface Facilities
Installations

• Regasification
stations

• Production
facilities

• 2D, 3D Seismic
opera’s

• EPC services

Pipeline,
• Compressor &
pump stations

• Gas processing
plant constructions

• LNG Filling Stations

• LNG and NG Storage
facilities

• Liquefied Natural
Gas processing
plant constructions
• Gas Treatment
plants
• Drilling operations

• FTG, Magnetic
surveys

Distribute to
Market
Processes the
Natural Gas to final
product
Move with pipelines
& tankers
Main
Activities

Discover new
resources

Bring to the
surface

Marketing
Processing
Transportation
Development
& Production
Exploration
(Sesmic & Drilling)
Value
Chains

Tasks & services
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Figure 11: The Gas Value Chain
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Other companies remain at exploration
stage, acquiring seismic data and
interpretation anlaysis. New Africa
Global Energy is currently discussing
a strategy for the development of
its discovery of condensate gas.
Meanwhile, Southwest Energy and GBP
Resource are looking to re-engage in
their exploration activities. Africa Oil is
in the process of exiting from Ethiopia.

H Local Content (LC)
Achievements
During exploration work undertaken to
date, international oil companies signed
various contracts for geological and
geophysical surveys, 2D or 3D Seismic
operations, drilling and well testing
operations, laboratory services, and
consultancy studies. These technical
activities were mainly contracted to
foreign companies because of the
lack of relevant technical skills and
equipment in Ethiopia. Ethiopian
companies were mainly contracted to
supply support services.

A review of costs for the exploration
phase (table 7) from a project shared
by an international oil company
indicates that for this stage of the value
chain, local content costs constituted
37.9% of total expenditures. This
figure included costs to fulfil PPSA
commitments and local administration
costs. Costs were also boosted by
exploration
expenditures
which
included local needs such as logistics,
hotel accommodation and other
lodging. Thus, LC accounted for 29.7%
of the exploration expenditures and
21.7% of the total LC of this phase of
the value chain.
The overall cost of consultancy studies
covered only 1.8% of total expenditures.
However, although 42.7% of the value
of consultancy studies went to LC
because of substantive participation of
Ethiopian nationals in the studies, as
the total cost of consultancy studies is
small, the overall LC in consultancy as
a percentage of the total value chain is
only 0.7%.
Data from another international oil

Table 7: Percentage costs in exploration

Description

% of total
Expenditure

% LC in
category

% LC in total
expenditures

Consultancy Studies

1.75%

42.66%

0.75%

Exploration expenditures

72.98%

29.75%

21.71%

Administration costs

19.58%

50.01%

9.79%

PPSA Commitments

5.69%

100.00%

5.69%

Grand Total

100.00%

37.94%

37.94%

Source: Consultant’s derivation
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company (Table 8) shows historical
expenditures
on
local
content
only
constituted 18.8% of total
expenditures. The total volume of
work was larger and in this case, local
suppliers were contracted to supply
non-specialised goods and services
such as local transportation of goods,
local air transport, car and truck vehicle
hire, local manpower, office supplies,
water supplies, local legal and other
consultation, supply of materials
and non-specialised equipment, and

logistics and customs clearance.
This IOC forecasts a larger programme
of work going forward. On the basis
of the current total local content
achievement of 18.8%, if it is assumed
that this phase of the value chain
will require total expenditure of
approximately USD$ 1,000 million,
then local content may be estimated
at approximately USD $188 million.
As the value chain progresses to a

Table 8: Estimated Local Content Expenditures

Total
Expenditures
(USD)

Percent of total
expenditures

LC % in
categories

Upstream

326.8

32.7%

6.1%

61.3

Midstream

665.0

66.5%

12.5%

124.7

Downstream

8.2

0.8%

0.2%

1.5

Total

1,000.0

100.0%

18.8%

187.5

Description

Total LC per
category (USD)

Source: Consultant’s derivation

development phase (with the need for
reduced technical requirements), more
local companies are expected to be
able to compete for, win and execute
contracts enabling the project to
achieve a higher level of local content.

Potential opportunities:
Each phase of the oil and gas value
chains (Figures 10 and Figure 11)
present good business and employment
opportunities. These business and
employment
opportunities
will
continue to be available at the
BUSINESS ENVIRONMENT AND OPPORTUNITIES

exploration phase as the search for
more deposits continues driving the
need for more local activities.
As the Ethiopian gas project advances
to development, the timelines for the
next activities are dependent on: (i) the
conclusion of project funding, (ii) the
completion and execution of the Gas
Commercialization Agreement (GCA)
(mainly Natural Gas and Liquefied
Natural Gas Sales Agreement, Pipeline
Development Agreement, and LNG
facility and port agreement); and to a
lesser extent, (iii) the completion of co-

ventures and investors’ participation.
Without completion of (i) and (ii)
above, the timeline will remain
tentative. If financing is secured
and the agreements concluded, the
subsequent five quarters will entail

completion of various front end
engineering and design (FEED) and
feasibility studies (Table 9) prior to
tendering and mobilisation.
Further

opportunities are expected

Table 9: Schedules for gas development preparatory work

Description

Q1

Q2

Q3

Drilling & work over

Update FDP and obtain
partner and MOMP approvals

Tie-in Pipeline
and gas

Complete FEED and
feasibility study

Gas plant
Export pipeline

Q4

Q5

Complete
tender
process,
obtain
partner
and MOMP
approvals,
and sign
service
contracts

Mobilise
service
contractor

LNG Plant

to emerge during the development
of the Calub and Hilala discoveries.
This development will require the
construction of the 750-kilometre
gas pipeline and of the LNG plant
in Djibouti. The significant capital
cost of USD $3 billion also brings job
and procurement opportunities for
communities and businesses located
along its 750 km route. This project
will require many varied types of

services and goods (Table 10) and
while many contracts will be for sector
specific technical assignments, it is
also expected that the majority will
be for less specific support services.
Assuming that the government
mandates even 1% of contracts to
be procured locally, this represents
several million cash influx for the two
countries.
To maximise the opportunities for

Table 10: Services and goods required for Pipeline and LNG construction

Development

Transportation

Processing

Drilling operations

Gas Treatment plants

LNG processing plant
construction

Surface installations

Pipeline, Compressor &
pump stations

Gas processing plant
construction

SERVICES
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Table 10: Services and goods required for Pipeline and LNG construction (Continued)

Development

Transportation

Processing

Production facilities

Surface Facilities
Installations

LPG, GTL Production

Technology services
(Pipeline, acid &
mercury, liquefaction,
etc.)

Rail tank services

Site, camp & road
construction

Site, camp & road
construction

Site, camp & road
construction

EPC Services

EPC services

EPC Services

Catering &
accommodation

Catering &
accommodation

Catering &
accommodation

Transportation (goods
& people)

Transportation (goods &
people)

Transportation (goods &
people)

Personnel supply

Personnel supply

Personnel supply

Logistics & forwarding

Logistics & forwarding

Logistics and forwarding

Site security, medicals

Site security, medicals

Site security, medicals

Warehousing

Warehousing

Warehousing

Steel pipes,
compressors

Generators

Generators

Pipeline materials

Telecommunications
equipment

Telecommunications
equipment

Drilling & workover
materials
VSAT

Tanks

Tanks

VSAT

VSAT

Vehicles, trucks and
cranes

Vehicles, trucks and
cranes

Vehicles, trucks and
cranes

Foods and beverages

Foods and beverages

Foods and beverages

Spare parts

Spare parts

Spare parts

Fuel

Fuel

Fuel

SERVICES

GOODS

domestic linkages this cross-border
infrastructure will bring, Ethiopia and
Djibouti should agree a conceptual
framework for “regional content” as
opposed to purely “local content”,
which will include free movement
of labour, service and goods across
the pipeline route, and a harmonised
approach for requirements imposed
on the contractor. A variety of crossborder issues including pipeline
operation, regulation of access
and
charges,
construction
and
environmental standards, resale of
liquids extracted in Djibouti, and
taxation of the project company
should be addressed in an intergovernmental agreement.

of its petroleum sector development
and the development of the gas
pipeline and LNG plant, in order to
improve the routes for Ethiopian
enterprises to participate and achieve
improvements to local content,
consideration of the following issues
will be important:

Lessons from a similar project, the
Pande—Temane gas pipeline for gas
exports from Mozambique to SouthAfrica can offer insights to guide the
design of such a regional content
framework. A key outcome of the
project was the stimulation of industries
that use gas, particularly electricity
generation, in the producing country
as well . The Ethiopian government
should consider developing a longterm gas master plan aligned with its
national development priorities. With
the availability of substantial quantities
of gas, domestic gas-based industries
are likely to thrive and thought
should be given to the consequent
implications for access to electricity,
economic activity, and employment
generation as well as allocation of gas
for domestic utilisation.
As the country moves to the next stage

•

Adequate awareness of the
project and its implementation
schedules
Dissemination of information
on business opportunities in a
timely manner
Understanding
of
capacity
and other requirements for
participation in tenders in the
sector
Strategic initiatives to develop
and implement capacity building
plans for the private sector
A long-term natural gas master
plan aligned with national
economic
development
objectives
Adopting a regional approach
for localization cross-border
petroleum and infrastructure
projects, and striking a balance
between upstream, downstream
and spatial linkages

•

•

•

•

•

I

Resources

The emerging petroleum value
chain presents opportunities for the
economy as a whole and for individual
citizens
and business entities.
However, there are challenges in the

Electrical materials
Construction materials
BUSINESS ENVIRONMENT AND OPPORTUNITIES
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Ethiopian business environment that
should be addressed in order to exploit
these opportunities in a manner that
promotes local content development.
The current stage of the petroleum
value chain focuses on exploration and
development with specific resource
requirements. The resources required
(Table 11) include personnel, goods,

services, and support infrastructure.
These resources are either petroleum
industry
specialised,
industry
specialised, or general consumer
resources. The first category is mainly
imported as they are not available
in the country while the other two
categories may be procured locally.

Profession

Goods
Availability

Name

Profession

Goods
Availability

Name

Security
specialists

Civil cons
materials

IT
professionals

Electrical
materials

Services
Availability

Name

Availability

Labourers

Services
Availability

Name

Geochemists

Lab Equipment

Lab analysis

Geologists

Small drilling rigs

Testing services

Geophysicists

Seismographs

Satellite

Petroleum
geologists

Magnetometers

Drilling services

Reservoirs
engineers

Helicopters

Waste
treatment

Seismologists

Wire logging unit

Customs
clearance

Economists

Mud logging unit

Catering

Surveyors

Metering &
gauges

Housekeeping

EHS specialists

Work over rigs

Flight services

Civil Engineers

Specialised
cranes

Telecoms

Sociologists

Pipeline
materials

Site security

Specialised
technicians

Vehicles

Specialised
drivers

Food &
beverages

Transport
(people)

Chefs

Spare parts

Transport
(goods)
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Personnel

Explosives
specialists

Table 11: Key resource requirements during the exploration phase

Personnel
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Table 11: Key resource requirements during the exploration phase (Continued)

Warehousing

Availability

KEY
				
Nature/Local Availability		
		
General/Easily				
Specialist/With Effort			
		
Industry specialist /Difficult

Personnel: The Ethiopian school

system consists of eight years of
elementary, four years of secondary,
and three or five years of tertiary
education
(Federal
Democratic
Republic of Ethiopia, 2016). At
the end of grade 10, students sit
for examinations to qualify for
progression to upper secondary
education and, thereafter, to the
university preparatory track or to
technical and vocational education
and training (TVET) programs. After
grade 12, students sit for the Ethiopian
University Entrance Examination,
which tests their knowledge in seven
subjects,
including
mathematics,

English, civics, general academic
aptitude, and three stream-related
specialization subjects.
After grade 10, the majority of
Ethiopian students enrol into TVET
programs. These programs range
from informal short-term training
courses to formal certificate programs
lasting between one and three years.
Secondary-level TVET qualifications
are grouped into four categories (IIV). At the post-secondary level, TVET
colleges offer vocationally-oriented
diploma programs classified as level
V, which require a higher level III/IV
certificate for admission.
BUSINESS ENVIRONMENT AND OPPORTUNITIES
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The objective of the national TVET
strategy (Federal Democratic Republic
of Ethiopia, 2008) is to “create a
competent, motivated, adaptable
and innovative workforce in Ethiopia
contributing to poverty reduction and
social and economic development
through facilitating demand-driven,
high quality technical and vocational
education and training, relevant to all
sectors of the economy, at all levels
and to all people”. This objective aims
to provide the standard of technicians
required to drive the country’s
economic transformation.

Enrolment in TVET programs (Table
12) has increased steadily. While
the table does not present data by
specialisation, it is known that they
cover the wide range of engineering
and other trades. The main challenge
currently facing TVET training is the
lack of occupational standards for job
roles in critical industries including
petroleum.
Therefore,
industryspecific TVET curricula have been
unable to be developed and courses
cannot be delivered.

Table 12: TVET Enrolment Trends

Gender

2012/13

2013/14

2014/15

2015/16

2016/17

Male

116,457

115,942

164,658

146,163

147,066

Female

122,427

122,107

181,502

157,976

155,017

Total

238,884

238,049

346,160

304,139

302,083

% Female

51.25

51.29

52.43

51.94

51.32

Source: Education Statistics Annual Abstract, 2009?? E.C. (2016/17)
Graduates of these TVET programmes
provide an adequate crop of candidates
from which the petroleum sector may
select technicians for further training
and absorption into the sector.

as engineering, law, architecture,
pharmacy, medicine, and dentistry.
There are opportunities for the best
graduates to proceed to the Master’s
degree and Doctorate programmes.

The most popular fields of study at
undergraduate level are engineering
and
technology,
business
and
economics, and the social sciences
and humanities.
The programmes
lead to the award of the Bachelor of
Arts or the Bachelor of Science or
professional degrees in subjects such

Undergraduate enrolment (Table 13)
shows a steady upward trend. This
may be a reflection of the growth in
the country’s population but it may
also reflect a growing interest in
opportunities for higher education in
Ethiopia.
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Table 13: Undergraduate Enrolment Trends

Gender

2012/13

2013/14

2014/15

2015/16

2016/17

Male

56,466

72,113

76,916

84,773

94,525

Female

22,607

24,868

30,651

42,502

47,175

Total

79,073

96,981

107,567

127,275

141,700

Source: Education Statistics Annual Abstract, 2009 E.C. (2016/17)

There
are
currently
over
40
universities in Ethiopia, many of
which offer traditional engineering
and petroleum related courses. Some
provide technical degree training
programmes that are directly related
to the petroleum sector (such as the
petroleum engineering degree Mekele
University) and undergraduate and
postgraduate training in petroleum
exploration courses (geochemistry,
geology, geophysics,) at Addis Ababa
University.
The rapid growth of the Ethiopian
higher education sector over the last
two decades has many implications, in
particular an urgent need for qualified
teaching staff. The supply of teaching
staff with postgraduate qualifications
has not kept pace with the increase
in
student
enrolment
(Federal

Democratic Republic of Ethiopia,
2015). As a result a large proportion
of undergraduate students is taught
by staff with only a Bachelor’s degree.
This may result in weaker graduates
being released to industry.
Consistent with the undergraduate
population, university postgraduate
enrolment trends (Table 14) also
continued to rise. However, although
an increased number of universities
introduced initiatives such as tutorial
classes, regular forums, and a national
Code of Conduct to support female
students, women remain underrepresented at all levels of higher
education, with 32% in undergraduate
programmes, 19% in postgraduate
and 12% in teaching staff populations
(Federal Democratic Republic of
Ethiopia, 2015).
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Table 14: Postgraduate Enrolment Trends

2016/17

Field of Studies
35,000

Male

5,468

6,822

10,130

8,492

14,716

Female

1,019

1,199

2,035

1,976

3,300

30,000

Total

6,487

8,021

12,165

10,468

18,016

25,000

% Female

15.7

14.9

16.7

18.9

18.3

20,000

Source: Education Statistics Annual Abstract, 2009 E.C. (2016/17)

Although enormous progress has
been made in access to education
throughout the country, the JCC
believes that Ethiopia’s labour force
remains mostly low-skilled and that
skills currently being taught align
poorly with labour needs. Substantial
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10,000

skill mismatches exist are particularly
acute in manufacturing and services.
Estimates by the JCC suggest that
more than 2 million young people
are entering the labour market every
year creating continued growth in
unemployment.
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Ethiopian
provision
of
training
through the TVET and university level
institutions should provide a good
pool of skilled candidates to enter
the petroleum sector. During the
current exploration phase in Ethiopia,
personnel requirements (Table 11)
include the need for geochemists,
geophysicists, geologists, at degree
level and mechanical, electrical
and civil technicians at certificate
level. The main challenge is that, as
the upstream petroleum industry
has not evolved significantly yet,
today’s graduates have not had the
opportunity to enjoy sufficient work
experience as petroleum industry
professionals.
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In 2019, approximately 110,000
graduates (Figure 12) were registered
by the Job Creation Commission
(JCC) (Federal Democratic Republic
of Ethiopia, 2019). This included
graduates with degrees and diplomas
in engineering and technology (27%),
business and economics (23%), social
science and linguistics (8%) and applied
and computational science (7%). It
also included graduates with TVET
certificates in automotive, drafting,
agricultural
and
environmental
science, agriculture related, medicine
and health, and electricity. Overall,
the
registered
graduates
were
qualified with either TVET certificate
related qualifications (43.2%) or
degree qualifications (42.9%). The
rest (13.9%) had other qualifications.
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Figure 12: Graduates in different fields of study
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Source: Job Creation Commission; National plan of action for job creation

oil company of its staffing during the
exploration phase, (Table 15) there
were nearly as many Ethiopians as
there were non-Ethiopians. However,
the positions held by non-Ethiopians
are mostly (43%) skilled and a much
smaller proportion semi-skilled (7%)
whereas Ethiopians occupied a far less
skills range of work: semiskilled (31%),
unskilled (11%) and skilled (7%).
The overall number of graduates
shows there is a good base of core
potential petroleum workers at all
levels. However, in order to meet

LC ambitions, it will be necessary to
take strategic and deliberate efforts
to shift the proportions in favour of
Ethiopians. In particular, to provide
more Ethiopians with work in skilled
and
semi-skilled
positions,
the
following actions would be required:
•
•
•

Identify key missing specialised
skills
Develop and implement a
capacity building strategy
Work with industry to define and
deliver on the capacity building
programme
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Table 15: Employment numbers of an IOC

Domicile

Skill Level

Field

Office

Total
Number

Percent

NonEthiopian

Skilled

77

59

136

43%

Semi-Skilled

23

0

23

7%

Unskilled

0

0

0

0%

Total

100

59

159

51%

Skilled

11

12

23

7%

Semi-Skilled

90

7

97

31%

Unskilled

34

0

34

11%

Total

135

19

154

49%

Number

235

78

313

100%

Percent

75%

25%

100%

Ethiopian

Grand Total

Source: Consultant’s derivation

•
•
•

Provide apprenticeships in the
key areas
Establish
a
certification
framework for the specialisms
Develop university curricula to
meet industry requirements

Goods and services: The sector

also requires a broad range of goods
and services. However, just as with
specialist personnel requirements,
many of these inputs cannot currently
be sourced within the country as
they are either unavailable or not of
the required standards. However, the
non-petroleum specialist and general
goods and services are available.
In common with the petroleum industry
in Ethiopia, the support sectors are
nascent and while most product
standards have been developed by
BUSINESS ENVIRONMENT AND OPPORTUNITIES

the Ethiopian Standards Agency, their
attainment is uncertain. For support
services management systems and
standards present challenges being
rarely documented or certified. Given
the high standards required by the
petroleum industry, this situation
makes it difficult to procure or use
locally manufactured goods and
services with confidence.
The following actions should be
undertaken in order to remedy the
situation:
•

•

Work with the Ethiopia Standards
Agency (ESA) to carry out a
standards needs assessment for
the petroleum sector
Based on the results of the
needs assessment, work with

•

•

•

the relevant ESA technical
committees to address any gaps
in the standards
Support standards audits of
service
providers,
providing
relevant training and establishing
corresponding
management
systems and procedures
Facilitate
the
audits
and
certification of a wave of
companies
Develop and implement a
standards awareness programme
for key suppliers and stakeholders
in the petroleum industry

Support infrastructure: Improved
infrastructure is needed to support
petroleum operations but also to
promote national local content
ambitions. Petroleum exploration
activities generally take place in
remote locations and good access to
these locations is required for the
delivery of supply inputs, transporting
petroleum products and to engage
with host communities.
Petroleum operations also require good
communications infrastructure and
systems. Management of the supply
chain requires functional information
communication and technology (ICT)
systems and other services such
as electricity, water, and sanitation
services. These same services are
required by other stakeholders and
communities providing opportunities
for broader local benefits.
Petroleum host communities generally
tend to support petroleum exploration
activities in the expectation that
positive
development
outcomes
will eventuate for them (CORDAID,
2016). However, challenges exist

regarding the movement and security
of project assets. The roles and
responsibilities of local community
involvement in the projects is not well
understood and there is accordingly a
need for structured engagement with
these administrations to clarify these
uncertainties.
In order to promote the smooth
management of petroleum operations
in Ethiopia, it would be wise to ensure
that the optimal level of infrastructure,
ICT and community awareness are
in place. The following actions are
recommended:
•

•

•

•

Undertake a capacity assessment
of the infrastructure services
required
Develop and implement a
capacity building programme
including
the
creation
of
public-private partnerships for
infrastructure development to
address any gaps
Develop and implement a
programme of awareness raising
with federal and regional state
authorities
Promote
good
working
relationships between all key
stakeholders (oil companies,
regional and state governments.)

In summary (Table 16), evidence
suggests that sufficient basic resources
exist to support the development of
the Ethiopian petroleum industry but
these resources require fine tuning and
in some cases substantial development
to fully respond to the demands of the
sector and, hence, promote national
content development.
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Table 16: Status of resources

Resource

Key Issues

Action areas

Personnel

Lack of specific industry
skills

Skills needs assessment

Lack of industry experience

On the Job placements
with IOCs and industry

Develop and implement
skills gap filling strategies
and programmes

Succession planning
policies and strategies
Personnel certification
systems
Goods and services

Insufficient application of
standards

Standards needs
assessments

Insufficient management
systems

Develop and implement
management systems for
companies
Establish standards
certification frameworks
Develop and implement
standards awareness
strategies

Infrastructure

Inadequate ICT systems
Access roads in the
communities

Specific engagement
strategies with relevant
authorities

Electricity, water and
sanitation services
Supportive host communities
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Develop and implement
community engagement
strategies

BUSINESS ENVIRONMENT AND OPPORTUNITIES

CHAPTER

90

6

initiatives to liberalise aspects of
telecommunications. However the
government still retains control over
most of these services and the quality
of services remains sub-optimal and
unreliable while demand continues to
outpace supply.

Capacity Audit

T

he capacity of the business
environment
and
of
indigenous firms to deliver
goods and services will
impact on how well local content
aspirations can be achieved. This
capacity is affected by existing market
conditions, alignment with governing
policies and with sector specific
characteristics and the existence of
any obstacles or bottlenecks.

A

Market conditions

Market conditions describe the
dominant characteristics of a market
at a particular time. A market capacity
analysis and alignment of policy to
market conditions can highlight any
disparity between the intentions of
governing policies and the actual
realities on the ground.
In response to concerted efforts by
the government to drive economic
CAPACITY AUDIT

reforms, the Ethiopian
has grown at a rapid pace
last decade. However, in
these achievements, the
challenges remain in the
market.

economy
over the
spite of
following
business

Standards:
Standards
are
the
foundation
for
the
successful
introduction of new technologies and
innovations, and ensure that products,
components and services supplied
by different companies are mutually
compatible
(Ethiopian
Standards
Agency, 2019). Standards provide
people and organizations with a basis
for mutual understanding, and facilitate
communication,
measurement,
commerce and manufacturing. The
Ethiopian Standards Agency (ESA)
has systems in place and it continues

to develop standards for goods and
services. However, most of these
standards are not known or universally
used by the market. The use of
management systems in companies
varies widely.
Business processes: The government
is committed to improving its World
Bank’s Ease of Doing Business ranking
through revising the investment and
business tax codes and registration
process.
However,
government
procedures for services such as tax
administration, customs clearance,
and the acquisition of business
licences remain overly bureaucratic
and time-consuming.
Table 17 presents key challenges in the
Ethiopian business environment and
offers proposals for their management.

Financial services: The National Bank
of Ethiopia (NBE) issued directives
regulating the terms and conditions
under which a person or entity can
possess and use foreign currency
or exchange. Financial services are
still challenged by a combination
of foreign exchange shortages and
volatile exchange rates as businesses
experience delays in foreign exchange
acquisition. Access to credit also
remains difficult for companies.
Infrastructure Services: Ethiopia is
implementing strategies to improve
the
delivery
of
infrastructure
related services. These include the
construction of electricity generation
and transmission infrastructure and
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Table 17: Aligning policies with market conditions

Policy issues
1. Financial services

Existing market condition
• Low access to finance

Policy alignment
Liberalisation of the
financing environment

High interest rates

2. Infrastructure 		
services

3. Standards

4. Business
processes

B

• Inadequate availability of
foreign exchange

Review and simplification
of foreign exchange
operations

• Exchange rate volatility

Policy reforms

• Inefficient telephone,
and internet services

Completion of the
privatisation process

• Unreliable power

More power generation

• Challenges in the
attainment of product
and management
standards

Enforcement of the use of
standards

• Lack of awareness of the
importance of standards

Development and
implementation of
awareness strategies

• Varied and cumbersome
processes for tax,
customs, licencing, etc.

Completion of government
management reforms

Sector Supply Industries

The key challenges dominating the
petroleum sector which adversely
impact on suppliers include, among
others: (i) significant capital investment
requirements; (ii) high level of
uncertainty and risk; (iii) requirement
for expensive modern technology and
heavy engineering; (iv) large project
magnitude; and (v) the large number
of diverse engineering disciplines and
specialisms required (World Bank,
2009). These characteristics present
risks that prospective suppliers must
CAPACITY AUDIT

In Ethiopia, the mandate for
formulating standards belongs to the
Ethiopian Standards Agency (ESA) .
The objectives of the ESA are to: (i)
develop standards and to establish
a system to check whether goods
and services comply with required
standards; (ii) facilitate technology
transfer through use of the standards;
and (iii) to develop national standards
for local products and services to make
them competitive in the international
market.
Ethiopian Standards are developed
by national technical committees
composed of stakeholders from
educational institutions, research
institutes, government organisations,
certification, inspection and testing
organisations, regulatory bodies and
consumer associations (Ethiopian
Standards Agency, 2019). Standards
are developed by consensus and
approved by the National Standards
Council. ESA has developed standards
and documented them to clarify

technical and other requirements
with which products and services are
required to comply.
Generally, goods and services (Figure
13): demanded by the oil and gas
industry may be grouped in three
broad categories
•

•

•

Specialist oil and gas services
e.g. seismic surveying and well
engineering;
Specialist
services
e.g.
construction
materials
and
international freight services;
and
Non-specialist e.g. hotels and
fuel supplies.

Specialist oil and gas goods and
services are mainly used during
the upstream segment of the value
chain, while the other (specialist and
non-specialist) goods and services
are more commonly used across the
whole value chain (Table 18).

address in order to achieve safe and
sustainable operations.
Over the years, the industry has
developed stringent standards for the
goods and services it requires and
for management systems to ensure
consistent delivery of these goods
and services. It requires its suppliers
to consistently operate to the same
standards.
Additionally,
as
the
industry operates at high corporate
governance and ethical standards, it
expects the same of its suppliers.

ESA is the national standards body of Ethiopia established in 2010 based on regulation No. 193/2010; as a
successor agency of the Quality and Standards Authority of Ethiopia.

8
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Table 18: Use of goods and services

Phase

Activity

Category of Services Applied

Upstream

Exploration

All of specialist oil and gas (petroleum),
specialist, and non-specialist goods and
services

Appraisal
Development
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Figure 13: Categories of supply

Production
Midstream

Hub/storage
Transportation

Specialist and non-specialist goods and
services

Trucking
Train
Pipelines
Downstream

Power
Refining

Specialist and non-specialist goods and
services

Petrochemicals
Products

Specialist oil and gas goods and
services are unique to the industry
and are provided globally by only
a handful of international service
providers such as Schlumberger, Baker
Hughes, and Halliburton. Most of
these goods and services are used in
the upstream phase of developments,
especially exploration and appraisal.
In Ethiopia, as in many emerging oil
and gas countries, the capability to
provide specialist oil and gas goods
and services has not yet developed.
Specialist goods and services refer
to those that, though technical in
nature, are not unique to the oil and
gas sector and are also used by other
industries. These services include,
construction, environmental services
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and construction. In Ethiopia, many
companies provide these services to
the petroleum and other established
industries in the country.
Non-specialist goods and services are
those that are used across the general
economy including the petroleum
industry. These goods and services
are not sophisticated and are already
being supplied. They present a good
opportunity for local suppliers to
participate in the oil and gas industry
and thus promote local content
development.
During the exploration phase of the
petroleum sector, most specialist
oil and gas goods and services have
been provided by non-Ethiopian

Source: Tullow Oil Presentation on National Content

companies. However, the country is
able to provide other specialist and
non-specialist goods and services,
as the field research in this survey
confirmed.
Going forward, the challenges that
will continue to face local Ethiopian
companies seeking to supply goods

and services to the petroleum industry
will include:
•
•
•

A lack of awareness of the
business opportunities
The high technical nature of
business in the sector
The high and yet poorly
understood standards required
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in the provision of goods and
services
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C

Local manufacturers
and service providers

The private sector in Ethiopia is
described as nascent (World Bank,
2019)
and the state itself plays
a large role in service delivery
through state-owned enterprises in
key areas of the economy such as
telecommunications, finance, energy,
logistics and transport, as well as in
manufacturing. This current situation
presents significant opportunities for
the private sector to grow.
The emerging petroleum sector
presents
such
an
expansion
opportunity. However, the size and
complexity of the exploration phase
of petroleum development in Ethiopia
has constrained the private sector
from paying full attention to it. Most
goods and services required during
this early stage are either highly
technical (e.g. seismic acquisition,
data
interpretation,
specialised
drilling) or require very high standards
(e.g.catering
services,
facilities
management) and as a result, most of
the private sector has barely entered
this market.
Yet it is an established fact that the
capacity of local manufacturers and
service providers is crucial for local
content development. Indeed, if an
emerging sector such as petroleum
is to grow, ambitious local content
targets may be difficult to achieve. To
mitigate this challenge, it is necessary
to understand in advance the existing
CAPACITY AUDIT

capacity of the local private sector
and to support it with capacity
development strategies aimed at
addressing any gaps.
To assess the capacity of existing and
potential suppliers to the petroleum
industry, the consultant administered
a questionnaire to a selected sample,
enhanced by key informant interviews
with some existing and potential
suppliers to the petroleum industry.
From the data collected by these
methods, it was evident that many
respondents are not fully aware of the
status of the petroleum industry in the
country and the potential business
opportunities it offers. The low
response rate to the questionnaires
seemed to support this position.
Even then, the findings provide an
interesting glimpse of the capacity of
the respondent companies.
Approximately 50% of the respondent
companies were registered in Addis
Ababa with the remainder in the
Somali Regional State. This may be
evidence supporting the view that the
non-respondents are unaware of the
sector or its potential opportunities
as they are geographically far from
sites of key potential customers in the
petroleum sector.
In terms of structure and risk capacity,
approximately 50% of the companies
are registered as sole proprietorships
while the remaining are registered
as limited liability companies and
a large percentage (over 99%)
of the companies are owned by
Ethiopian nationals. Although sole
proprietorship keeps the company
close to its ownership, it is limiting
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in terms of company growth. It may
undermine the company’s capacity to
manage business risk, innovate, and
mobilise investment and operational
resources.
This factor might lie
behind the access to finance and other
business environment challenges
raised by respondents.
The track record, capacity and
composition of company personnel
present an interesting picture. The
companies are fairly mature as the
majority have been in business
for over 5 years. Additionally, the
companies are managed by wellqualified and experienced staff; the
three most senior positions of Chief
Executive Officer, Chief Operations
Officer and Chief Financial Officer
are held by personnel qualified at the
level of bachelor’s degree or better
with experience of more than 5 years
at these or similar positions. The
composition of staff were, on average,
4% management, 30% skilled, 42
semi-skilled and 25% unskilled and
over 99% of the staff were Ethiopian
nationals. While there are local content

advantages to having full national
staff, this may undermine the capacity
to onboard and integrate international
best practice and methods of business
operation.
In assessing financial capacity, 40%
of the companies reported turnover
of less than 3 million Ethiopian Birr
(ETB) (USD $100, 000) and yet 60%
of them showed total assets of over
ETB 30 million (USD $1,000,000).
Thus, generally, turnover as a function
of assets is only approximately 10%.
This may mean that the intensity of
utilisation of assets is low. Additionally,
for a company with an average annual
turnover of approximately USD
$100,000, the capacity to compete
for and deliver large contracts which
are typical in the petroleum sector is
low.
There is evidence companies are
engaged in work in too broad a range of
sectors (Figure 14). With the exception
of four companies that showed high
specialisation by working in only one
sector, the rest are involved in two
CAPACITY AUDIT

Table 19: Main challenges facing private sector participation in the petroleum industry

Figure 14: Companies in Sectors

Name

Number of Sectors by Companies

12
10

Number of Sectors

98

8
6
4
2
0
C1

C2

C3

C4

C5

C6

C7

C8

C9

C10

C11

C12

Companies
Source: Survey data by consultant

or more sectors. As specialization
enables a company to focus on the
delivery of a limited range of products
or services and to gain maximum
productivity, expertise and leadership
in the targeted field, these companies
may need to review closely their
business growth strategies depending
on their specialisation.
The companies indicated that they
have
established
management
systems in the traditional areas
of human resources management,
financial management, and operations
management.
There
was
less
evidence of management systems
in environment, health and safety,
and in local content. In fact, in the
majority of cases, the companies
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did not demonstrate knowledge of
these other management systems
and, even less, of standards of and
certification frameworks for them.
This was confirmed by the ESA who
are currently seeking opportunities
to establish standards training and
awareness programmes.
Lastly, the companies cited challenges
(Table 19) in the business environment
with varying levels of severity of
adverse impact. The three most
severe challenges were lack of access
to technology, poor infrastructure
and lack of access to finance. The
respondents ranked (rising from 1
to 5 in severity) the challenges and
provided suggestions on how they
might be mitigated.

Level

Possible solutions

a. No foresight of
business opportunities

2.9

• Improved communication of opportunities
• Improved transparency in competition for
business opportunities

b. Challenging
government policies

3.0

• Difficult regimes for VAT, Licences,
• Promote engagement with private sector

c. Lack of skilled
nationals

2.5

• Focused training of personnel

d. Lack of access to
finance

4.2

• Review relevant policies.
• Allow Islamic (lstyle) loan opportunities

e. Poor infrastructure

4.4

• Private & government cooperation
• Privatise key infrastructure delivery

f. Access to technology

4.8

• Improved cooperation between higher
education and research and private sector

g. Poor supply of inputs

3.7

• Privatise inputs supply
• Improved forex availability

h. Difficult certification
process

2.4

• Improve availability of certification processes
• Create awareness of standards and certification

i. Administrative
bureaucracy

2.8

• Harmonise federal and state regulations
• Create awareness of GOE processes

j. Other (lack of
transparency)

4.5

• Open the procurement processes in the
pipeline project

As the petroleum sector evolves
to the development stage and the
potential business opportunities for
the local private sector increase, it will
be critical to develop and implement
strategic and focused programmes
of engagement with the private
sector to seek ways to mitigate these
challenges.
Support will be required to enable
the private sector to strengthen its
capacity to identify, compete for and

win contracts, and to implement them
successfully. Such support should
include provision, among others:
•

•

•
•

Provision of relevant petroleum
sector information and business
opportunities
Acquisition
of
appropriate
technology and assets for
business
Methods of accessing investment
and working capital finance
Awareness creation on local
content and its impact on
CAPACITY AUDIT
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•
•
•

D

business opportunities
Product standards and their
acquisition
Establishment and certification
of management systems
Training on sector business and
technical aspects

Imported Services

In countries with an emerging
petroleum industry, industry specific
specialist goods and services are always

likely to be imported, especially in the
upstream phase. This is because such
goods and services are unique and are
provided globally by a small number
of international service providers.
In Ethiopia, as in many countries
with new oil and gas discoveries,
the capability to provide specialist
oil and gas goods and services is
undeveloped and will therefore have
to be imported. As further exploration
and appraisal continue in the country,
these goods and services will continue
to be imported. (Table 20)

Table 20: Imported services and relevant goods for the exploration stage

the Contractor and Subcontractors
are allowed, to import personal
household goods and personal effects
within six (6) months of arrival, free
of import taxes, charges, duties,
and levies provided such properties
are imported for the sole use of the
employee and his/her family.
The PPSA also exempts all items
imported but later taken out from
Ethiopia from export duties and other
taxes and duties levied on exports.
If however these items are disposed
of within Ethiopia, the importer
is required to pay customs duties
and taxes in accordance with the
applicable laws.

Services

Goods

Seismic services

Drilling and workover materials

Geological and geophysical studies

Steel pipes

Drilling services

Compressors and valves

Tangibles services

High pressure gauges

Well services

Tanks

Mudlogging services

Storage facilities

Dehydration and liquefaction

Separators

•

Workover and completion services

Gauge valves

•

The normal importation process
will face constraints including the
following:
•
•
•

NDT testing
Acid and mercury removal

The delivery of imported services will
remain challenged by factors in the
business and market environment in
Ethiopia.
Importation
Process:
Delivering
imported services requires a contractor
to import equipment, materials and
personnel. The Petroleum Production
CAPACITY AUDIT

Sharing Agreement (PPSA) permits
the Contractor and Subcontractor to
import any or all of drilling, geological,
geophysical, production, treating,
processing, transportation and other
machinery and equipment necessary
for petroleum operations without
import taxes, or other charges.
In addition, expatriate employees of

Shortage of foreign exchange
Burdensome (foreign exchange,
tax, and customs) procedures;
Long distances to the nearest
importation ports
High cost of transportation and
logistics
Unreliable goods transportation
assets

Employment: To deliver the imported
services, the importer may require
expatriate employees and in Ethiopia,
employing
expatriate
personnel
requires authorisation. The law
permits a foreigner to be employed
provided the foreigner possesses a
work permit and when they acquire it,
the foreigner is also required to apply
for a residence permit. The law and
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regulations require that such expatriate
personnel be suitably qualified for the
job for which they are employed but it
also required that Ethiopians replace
them within a limited period, through
a well-programmed succession plan.
In accepting foreign expatriates,
Ethiopia grapples with balancing two
sometimes conflicting needs. On
the one hand, it wants to encourage
foreign investment but on the other,
ensure that local skills and labour are
not displaced by imported skills.
Generally speaking, there are two
main points that investors need
to consider when seeking to bring
expatriate staff into Ethiopia. First,
they will be expected to prove that the
expatriates have skills not available in
the country. Secondly, they will find
that Ethiopia is more positive towards
foreigners’ skills in the start-up phase
of operations.
The process of acquiring full
permission to work involved two
separate authorities: the Ministry of
Labour and Social Affairs for work
permits, and the Department of
Immigration and Nationality Affairs
for residence permits. Although it
may seem fairly straightforward, the
processes of acquiring the permits may
be burdensome and time consuming.
Taxation: While international oil
companies under PPSA are exempted
from taxes, other commercial providers
of imported services would be subject
to both direct and indirect taxes.
Direct taxes include personal income
tax, rental tax, withholding tax, and

Labour Proclamation (No.1156/2019)
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corporation tax. The main types of
indirect taxes are VAT, customs duty,
excise and turnover taxes.
Under law, the individual who is a fiscal
resident (living for 184 or more days
a year) in Ethiopia is required to pay
tax on their income, whether earned
within the country or abroad. Income
tax is also payable on income of other
forms such as the rent of patent and
copyright and company shares.
For companies, the principal taxes are
a tax on profits, turnover tax, value-

added tax, excise tax, customs duty
and income tax from employment.
Other taxes include corporate tax,
dividend income tax, royalties and
stamp duties.
Both the individual and corporate
income tax rates and processes are
in line with those of sub-Saharan
countries (Table 21). However, these
processes may be long and complex
and may require a good management
framework to ensure full adherence
to the statutory processes.

Table 21: Country comparison for corporate taxation

Description of parameter

Ethiopia

SubUnited Germany
Saharan States
Africa

Number of Payments of Taxes per Year

29.0

38.8

10.6

9.0

Length of Administrative Formalities
(Hours)

300.0

304.2

175.0

218.0

Total Share of Taxes (% of Profit)

37.7

47.0

43.8

49.0

Support services: The delivery of
imported services will require support
services including communication
(including telephone, internet, etc.);
information
technology;
housing
accommodation (residential or office);
power services; and local technical
and support personnel. Like other
emerging economies, support services
can present a challenge to the delivery
of services.
The quality of support services will
always impact on the delivery of
imported services. While the country
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telephone and internet) services
Culture: Ethiopia is a multi-cultural
and multi-ethnic country. It has a
diverse society and Ethiopians are
very proud of their multi-faceted
language, culture and history. Religion
has a major influence on Ethiopian
life. A large proportion of population
belongs to the Ethiopian Orthodox
Church and the other large proportion
of the population belongs to the
Muslim faith.
There are over 80 languages spoken
in Ethiopia and, although the English
language is the most widely spoken
foreign language and Amharic the most
widely used Ethiopian language, each

regional state chooses and uses its
own main official language. Therefore,
a foreign importer of services needs to
be aware of and understand Ethiopia’s
cultural nuances.
In conclusion, successful delivery of
imported services will require proper
management of the importation
process, employment of expatriate
personnel, diligent attention to
taxation issues, provision of required
support services, and due sensitivity
to the local culture. Support in this
regard is frequently available from
sector business associations and from
local professional advisory services
providers.

has made many laudable infrastructure
successes including Ethiopian Airlines,
a leading regional carrier; upgrading
its network of trunk roads; and
rapidly expanding access to water
and sanitation, many challenges still
remain. The country’s current main
infrastructure challenges are in:
•

•

•

The power sector where current
demand is higher than supply and
there are regular power outages
Rural
accessibility
due
to
inadequate road development
and maintenance
Intermittent cuts in ICT (including
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7

needs. However, it may also be
due to changes or emerging issues
in the business and or operating
environment.

High Level
Road Map

A

roadmap is a plan that
defines
outcomes
and
includes the major steps
or milestones to reach the
desired destination. The local content
high-level road map (Table 23) defines
the steps to develop local content
policies for the petroleum sector in
Ethiopia.
Regulatory
and
institutional
frameworks governing a sector
present and over-arching guide for
such a roadmap. The capacity of the
framework for the petroleum sector is
discussed in detail within this report
and the road map discussed below
follows from this analysis.
This roadmap presents a systematic
approach to engagement by the
government of Ethiopia and its
partners as they consider local content
policies and development initiatives
in the petroleum sector. Its purpose
is to ensure that that the steps are

HIGH LEVEL ROAD MAP

consistent and relevant and it defines
the key steps, outputs, and actors in
the process.
The responsibility for oversight of the
petroleum sector resides with PLAD
in MoMP. Therefore, ownership of
local content policies and initiatives
for the petroleum sector also reside
with this department. The Director of
PLAD is the designated sponsor and
will appoint and supervise the work
of the team engaging on developing
a policy or initiative on local content .
The creation of local content policies
are recommended to follow the steps
outlined below and listed in Figure 16
and Table 23.

Step 1:
Problem identification:
The need for a policy arises from
identifying
non-compliance
with
existing legal, policy or development

Problem identification will be open
to all internal and external sector
stakeholders. PLAD will establish a
mechanism for receiving feedback
in the form of a physical box in the
premises of the Ministry to collect
written feedback and or opinions. This
mechanism will be complemented by
regular surveys of a wide range of
stakeholders where respondents will
be proactively encouraged to describe
any issues in the sector and to propose
solutions to them.
At this early stage in the process, it
is essential to be clear about the
purpose of each proposed policy and
be confident of its goal to resolve the
problem before investing heavily in it.
Depending upon the nature and scale
of the policy, it may be necessary to
seek technical guidance during this
early ‘scoping’ of the policy.
Feedback and information should
be analysed and proposals made
on how to move forward with the
approval of the Director of PLAD
who is responsible for approving any
proposals for further development.

Step 2:
Planning:
Once approved, the draft proposals
from the problem identification stage
are then developed and refined. For
this purpose, the Director of PLAD

appoints a coordinator and team
to manage the policy development
process. The team appointed should
have knowledge and experience on
the specific issue or problem, in policy
analysis and development, and on the
relevant regulatory and institutional
framework.
The team will define the activities of
the proposed engagement process and
the resources required. They will seek
any technical knowledge required and
may recommend extending the team
as they work on an implementation
plan for the development process.
This plan will have budgetary and
resources implications, and will be
approved by the Director as well as
the budget management function of
the ministry.

Stage 3:
Analysis:
This stage will entail the detailed
definition of the problem and
articulation of possible solutions.
The team will undertake research to
generate supportive evidence and to
prepare the full proposal. Depending
on the complexity of the problem, the
analysis may require external expert
support.
The analysis will gather experience
from other past and existing policies
and initiatives and relevant best
practices and incorporate them into
the draft proposal. The draft proposal
undergoes an internal technical review
for further scrutiny. The Director of
PLAD then would be asked to sign off
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the draft and seek approval from the
ministry leadership team to move to
the consultation stage.

Stage 4:
Consultation:
Policies have an impact on practice
standards and development results
therefore it is necessary to consult
service users, beneficiaries and
stakeholders to get their inputs into
the proposals. The draft proposal is
used to define a map of key relevant
stakeholders. Using this stakeholder
map, an engagement programme is
developed and implemented.
It is important to note that organising
an external consultation exercise
requires careful preparation. A survey
will be constructed of well-articulated
questions designed to elicit clear datadriven responses aimed at confirming
whether the proposals are in line with
existing policies/projects.
When the consultation is complete,
the management team reviews
responses and authors a report of
the consultation for the review of the
policy owner (Director) highlighting
the key emerging themes.

Stage 5:
Report Writing:
Following the consultation, the
proposal management team builds on
the recommendations and themes that
emerged to enhance the draft into a
near final version of the proposal.
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The draft final version of the policy
is then subjected to an impact
assessment. This is a structured
process for testing the implications for
all stakeholders of a proposed policy
while there is still an opportunity
to modify it substantially or even
abandon it.
To conduct the impact assessment
in a methodical manner, a template
is prepared to assess the following
factors of the policy:

•
•
•
•
•
•

•
•

•

•
•

Its aim, objective and purpose
Outcomes
Key stakeholders
Intended
beneficiaries
and
benefits
Factors that will contribute or
detract from the outcomes
How the outcomes help or hinder
other sector objectives, policies
or values
Other associated objectives
The key principals for policy
definition, development and
implementation
Equality categories such as
Ethiopian nationals, foreigners,
small,
medium
and,
large
companies, etc.
Positive impacts to the equality
categories
Differential impacts to the
equality categories

At this stage if no adverse effects are
identified, the policy is submitted for
final approval. If adverse impacts are
identified, the policy would need to be
further developed to minimize these
problems and a second assessment

undertaken once changes to the
policy have been made.

Stage 6
Approval:
While approval is granted at every
stage of development process before
advancing, at this final stage the
policy is submitted to the senior
ministry management team of the
MoMP for final review and approval.
If the policy or initiative requires
a higher level approval, such as
at cabinet or parliament level, the
ministry’s political leadership would
be responsible for advancing it.

Stage 7:
Implementation:
Following final approval, the policy
is prepared for publication and
supporting launch plans developed.
The Policy Sponsor (Director) informs
the sector of preparations for
implementation and all staff will be
made aware of the launch of the new
policy through the communication
channels of MoMP.
The Ministry then prepares and
launches a communication strategy
for
disseminating
information
regarding the policy or initiative. The
communication strategy will take into
consideration the target audiences as
well as the method and frequency of
dissemination which may be through
hard copy booklets, in national
newspapers or electronically on the
web.

The Policy Sponsor (Director) will keep
the ministry senior management team
abreast throughout the evolution of
the new policy. The Ministry will use
the feedback mechanism discussed in
step 1 to monitor and report on the
performance of the policy.

Step 8
Evaluation and Update:
This step completes the cycle of the
policy development process (Figure
15) and may then lead to step1 if
required. The ministry will establish
a system for continuous collection of
feedback on the policy which will be
communicated regularly in quarterly
and annual reports.
These reviews will be based on
the performance reports from the
feedback mechanism in stage 1 and
to some extent, they may prompt
a shortened version of the full
development process. Inevitably, the
demands and business environment
of the sector may change and it is
important to consider whether any
amendments may be needed to reflect
these changes. It is also essential
to galvanise views from across the
sector about the success of the policy
or /initiative, consider any gaps and
identify any newly emerging needs or
issues.
If, as a result of the review, it is
proposed essential aspects of the
policy require change, the full
development cycle should reoccur to
fully assess impacts .
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Figure 15: Policy Development Steps (Cycle)

Steps
1. Problem
identification

1 &8. Problem
Identification/
Evaluation
(Proposals)
7. Implementation
(Reports)

2. Planning
2. Planning
(Implementation
Plan)

3. Analysis
(Draft Policy/
Initiative)

5. Drafting
(Final Policy/
Initiative)

4. Consultation
(Reportand Draft
Policy)

Activities

Outputs

Actors

• Describe the problem
• Propose solutions
• Define objectives and goals

Problem
definition

• Create management team
• Develop activity schedules
• Develop resource needs/

Implementation
plan

• Coordinator
• Sponsor

• Define content and scope
• Define principles and guidelines
• Review Lessons and best

Supportive
evidence

• Coordinator
• Management

practices
• Review compliance with
policies, legislation, national
strategies & international
agreements
• Define Institutional
arrangements
• Review by MoMP technical
stakeholders

Draft proposals

•
•
•
•

Consensus and
alignment
Consultation
report

•
Management
•

Draft final policy

• Coordinator;
• Management

• M&E Officer
• Sponsor
(Director)

Proposed
solutions

Budget
• Define Management framework
3. Analysis

6. Final Approval
(Policy/Initiatve)
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Table 23: Steps in the local Content policy development cycle

4. Consultation

Source: Consultant’s derivation

5. Drafting

Identify key stakeholders
Define engagement methods
Undertake engagements
Test compliance

• Update initial draft policy
• Discuss and update draft
• Undertake a diversity impact
assessment

• PLAD Review and approval
• Ministry review and approval
• GOE/Executive review and

team
• Sponsor
(Director)

Coordinator

team
• Sponsor
(Director)
• Political Owner

team
• Sponsor
(Director)

• Prepare draft final policy
6. Approvals

(Director)

Approved policy

• Sponsor

(Director)

• Political owner

approval

• Parliament review and approval
7. Implementation • Publish
• Launch

HIGH LEVEL ROAD MAP

Evidence from
implementation

• M&E Officer
• Coordinator
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Table 23: Steps in the local Content policy development cycle (Continued)

Steps

8. Evaluation/
Update
(Conjoined with
Step 1)

Activities
•
•
•
•

Disseminate
Archive
Monitor performance
Report on performance

•
•
•
•

Quarterly review & update
Annual review & update
Define problems
Propose solutions

HIGH LEVEL ROAD MAP

Outputs

Actors
Sponsor
(Director)

Updated policy

• M&E Officer
• Coordinator
Sponsor
(Director)

HIGH LEVEL ROAD MAP
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8

Conclusions and
Recommendations

D

eveloping the petroleum
sector in Ethiopia requires
a policy approach that
embraces the special nature
of this industry and an understanding
of allied sectors. These policies
should be mutually reinforcing, and
in harmony with other national and
international policies, strategies and
agreements. Therefore, an appropriate
local content policy framework is one
in which policies align harmoniously,
and together contribute to the
development of the country.
This study covered issues that arise in
designing an appropriate local content
policy framework for the petroleum
sector. The key issues or themes,
findings and recommendations cover
the following issues:
a.
b.
c.
d.

Economic development policies
Business environment
Sector regulatory framework
Sector institutional framework
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e.
f.
g.

Emerging business opportunities
Resource requirements
Capacity of the local private
sector

A. Economic Development 		
policies:
A set of well-aligned economic
development policies in a country
accelerates national development, as
policies “pull together” in the same
direction. It also helps to maintain
this alignment as new policies are
introduced.
A review of existing economic
development policies shows that
Ethiopia has a good past record of
using economic development policies
to guide national development and its
main framework policies are already
aligned in their overall objectives.
Ethiopia does not however have a

clearly defined policy for the oil and
natural gas sector. This is partly due
to a lack of clarity about whether
petroleum and natural gas are to be
considered as part of the country’s
extractive mineral base, or a source
energy. This dichotomy can be
observed in the different approaches
adopted in Growth and Transformation
Policy versus the National Energy
Policy. Recognizing the impending
development proposal of Calub and
Hilala deposits, the government must
determine if its oil resources are
better used nationally or exported to
earn foreign currency
A local content policy that is fully
aligned with existing economic policies
will serve to promote rapid economic
development especially when the
existing policies themselves are fully
aligned. It is therefore recommended
that, in parallel with the development
of a local content policy, a review
to enhance further alignment of
the existing economic development
policies be undertaken.

B. Business Environment:
A conducive business environment will
facilitate and promote private sector
development. A strong local private
sector, in turn, enhances local content
development as it stimulates local
employment opportunities, enhances
national manufacturing and supply
capacity for local goods and services.
Firms in Ethiopia have complained
about both the lack of access to
investment
capital
needed
for
expansion and about the difficulty in
obtaining working capital needed for

their operations. Private sector access
to finance in Ethiopia is extremely
limited. Three issues connected
with the financial sector are worth
considering.
First, because of Ethiopia’s limited
capital supply, banks simply do not
have sufficient funds, especially
to lend to firms undertaking large
investments. Second, the banking
sector is very underdeveloped, owing
to its relatively short history, and has
had limited exposure to international
best practices in cash flow-based
lending, and a lack of sophisticated
lending products. Third, foreign
exchange delays can significantly
exacerbate challenges related to
importing key manufacturing inputs.
The government of Ethiopia has
worked to improve the competitiveness
of the national economy and to
increase export performance. This
effort focused on improving: the
ease of starting a business, property
registration,
enforcing
contracts,
acquisition of construction licenses,
payment of taxes, protection of
minority rights, getting electricity;
cross border trade, and resolving
insolvency.
In spite of these efforts, major issues
remain in the business environment that
undermine private sector development
including the lack of foreign exchange,
limited access to finance, burdensome
administrative
procedures,
high
transportation and logistics costs,
challenging infrastructure services,
and insufficient quality certification
services.
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An assessment by AfDB of challenges
in East Africa’s manufacturing sector,
recommends a number of policy
measures for improving access of
manufacturing firms to finance. These
measures, also relevant for potential
suppliers to the petroleum sector
include:
•

•

•

•

•

•

Provide
special
incentives
(including
suspending
some
restrictions) to enable banks to
provide loans to priority sectors;
Establish a special window
dedicated to providing loans
to
priority
manufacturing
industries;
Encourage the Development
Bank of Ethiopia to provide
loans to import-substituting and
export-oriented manufacturing
firms;
Increase the domestic savings
rate and find ways to access
foreign capital through foreign
direct investment (FDI);
Improve the quantity, quality,
and type of exports to tackle the
foreign exchange problem. (In
the short run, this can be done by
prioritizing public policy support
for exporters and suppliers to
exporters) and
Provide a supportive regulatory
environment to foster the
development of non-banking
financial institutions (NBFIs)
such as factoring houses. NBFIs
play an important role in finance
by providing new and different
types of lending products. As
well, competition from NBFIs
can help spur banks to evolve
their approach.
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The study recommends the following
specific actions:
i.
ii.
iii.

iv.

v.

Review ways to improve foreign
exchange operations;
Review options to strengthen
access to credit;
Streamline
administrative
procedures for licensing, tax,
and customs;
Improve
the
quality
infrastructure
(e.g.telecoms,
electricity) and other core
services; and
Strengthen the certification of
Environment Health and Safety,
and other critical management
systems.

C. Sector Regulatory framework:
A
good
regulatory
framework
is
essential
for the
effective
development,
management,
and
operation of a sector. Such a
framework should be supported by
an appropriate compliance authority
and be exhaustive in its coverage
of sector issues. A good regulatory
framework should be explicit in its
definition, scope, and management
of local content. It should also clearly
define the rewards and sanctions
for compliance with local content
requirements.
A review of current regulatory
instruments
in
the
Ethiopian
petroleum sector indicated a number
of gaps. The petroleum sector lacks
a functional policy. Although one is
under development it was still in draft
at the time of this study. Additionally,

there was no local content policy
but this study represented the initial
stage of its development. While the
main instrument of law, the petroleum
operations proclamation and the
model PPSA are in place today, each
lists local content requirements
differently. Lastly, the instruments do
not define explicitly a management
framework for local content.
This study recommends the following
actions:
i.
ii.
iii.
iv.

Finalise the petroleum sector
policy
Establish a local content policy
Review and align regulatory
instruments holistically.
Disseminate the new approach
and instruments widely across
the country.

D. Sector Institutional
framework:
This refers to the set of formal
organisations and structures involved
in managing all aspects of a sector.
For an institutional framework to be
effective, it requires clear authority
and separate but mutually reinforcing
roles. Additionally, the organisations
should have adequate capacity and
staffing.
In Ethiopia, the institutions in the
petroleum sector are established
by and operate in accordance with
appropriate instruments. However,
some of them do not have sufficient
capacity to play their roles effectively.
This
study
recommends
that
institutional capacity should be
reviewed and mapped up as needed.
Secondly, upon completion of the
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review and alignment with existing
regulatory
instruments,
these
institutions should be made aware of
the enhanced regulatory instruments.
Specific recommendations are:

opportunities and of the standards
required by the industry.
This study recommends the following:
i.

i.
ii.
iii.
iv.

All institutions to establish their
own LC policies
All institutions to establish LC
management frameworks;
Establish and equip EMPBC for
its national oil company roles;
Establish
a
coordination
framework for institutions in the
sector

E. Emerging business 			
opportunities.
The development of the petroleum
industry in any country brings new
business opportunities across the
value chain. Opportunities exist for
the provision of petroleum sector
specialist, general specialist, and nonspecialist goods and services but
unfortunately the sector is relatively
new and suffers from low awareness
.
In Ethiopia, as in many emerging
petroleum countries, provision of the
sector specialist goods and services
are not developed to the required
standards and currently must be
imported. The main opportunities
for the local private sector are in the
general specialist and non-specialist
categories of goods and services
where the local private sector would
benefit from better awareness of
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ii.

Provide clear information on
business opportunities
Provide information on the
technical and business standards
required

F. Resource requirements
Any emerging industry presents
employment
and
business
opportunities.
However,
the
petroleum industry demands uniquely
high standards in its personnel,
and the
goods and services it
requires. Additionally, as most sector
exploration activities are located
in remote locations, infrastructure
related challenges abound.
As the industry is new in Ethiopia,
specialised industry skills and specific
standards for goods and services
have not yet been established. The
country’s education system produces
graduates in many disciplines but as
yet they have been unable to acquire
industry specific experience which
hampers their opportunities.

ii.

iii.

iv.
v.

Additionally, while the Ethiopian
Standards Agency is working to
establish and train Ethiopians on
standards, these are yet to be
completed. Lastly, the quality of
infrastructure
services
remains
a challenge in Ethiopia; the road
network, power and communication
infrastructure require upgrading.

analysis on each local company’s
structure,
management
processes and technical and
financial qualifications

G. Capacity of the local
private sector.
Successful implementation of a
local content policy in an emerging
petroleum country requires a strong
local private sector to
provide
employment for nationals and promote
use of nationally produced goods and
services. However, for this to happen
effectively, the local private sector
requires the right level of capacity.
The private sector in Ethiopia is only
beginning to grow to play its full role in
the economy. Many of the companies
do not know the petroleum value
chain, the opportunities emerging

The
following
recommendations
could help address urgent resources
challenges in deepening linkages
between allied sectors and the
petroleum sector :
i.

General policy recommendations to
address the human resources issues in
Ethiopia’s manufacturing sector and
relevant for supporting a resourcebased industrialisation, include:

ii.

i.

iv.

Benchmark Ethiopia’s education
and training systems against

major competitors in terms of
quantity, quality, relevance, and
cost effectiveness, and identify
areas of improvement;
Develop a program to link
vocational training institutions
and universities with industry;
Set up training centres in
industrial parks, high-tech parks,
and export processing zones;
Conduct regular skills audits,
particularly in TVETs; and
Encourage enterprise training
with
subsidies
and
tax
exemptions.

iii.

Develop and implement a
skills
capacity
development
programme.
Develop and implement a
standards
capacity
building
programme
Undertake
an
infrastructure
services needs assessment and
development plan
Create enterprise maps that
include available goods and
service providers in the country,
as well as a brief due diligence
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with it, or the standards required to
provide goods and services to the
sector.

iv.

v.

The sector presents an opportunity for
Ethiopia to develop the capacity of its
local private sector. It is necessary to
develop and implement strategic and
focused programmes to strengthen
the private sector which should
include:

i.

ii.

iii.

The provision of information on
key sector technical and business
principles
The
provision
of
regular
information
on
business
opportunities
The
development
and
implementation of a skills capacity
development programme
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vi.

HIGH

MEDIUM

LOW
Prioritising the recommendations:
The study summarises and prioritises
(Table 22) the recommendations
based on two criteria, the potential
impact of the recommendation and
the urgency to implement it. Impact
may be described as the improvement
that could be achieved in increasing
local content and overall economic
development. Urgency relates to
how quickly the action needs to be
undertaken for the related impact to
accrue.
The recommendations are rated, for
each criterion, on a scale of 1 to 6.
A rating of 1 to 2 represents low
priority, 3 to 4 medium priority, and
5 to 6 high priority. The overall rating
for each recommendation is a product
(Figure 16) of the ratings of the two
criteria. Thus, the product ratings of 1
to 12 are of low priority, 15 to 24 are
of medium priority and 25 to 36 are
considered of high priority.
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Figure 16: Categories based on ratings

IMPACT RATING

Many countries with a nascent
petroleum or mining sector have put in
place specialised structures to boost
private sector capacity and ability to
participle in the sector value chains.
Suppliers Development Programs
(SDP) or Enterprise Development
Centres (EDC) played a key role in the
emergence of a vibrant pool of local
business in Ghana’s petroleum and
mining sectors. Such programs are
likely to be successful in countries with
a minimal critical mass of suppliers
and where there is a good potential
for growth.

The
development
and
implementation of a standards
capacity building programme
The provision of affordable
financing for capital investment
and operating expenditure
Assessing
the
merit
and
conditions to set up Enterprise
Development Centre for the
petroleum sector.

6

6

12

18

24

30

36

5

5

10

15

20

25

30

4

4

8

12

16

20

24

3

3

6

9

12

15

18

2

2

4

6

8

10

12

1

1

2

3

4

5

6

1

2

3

4

5

6

LOW

MEDIUM

HIGH

URGENCY RATING

KEY

		

High Priority

Medium Priority

As this approach to rating solely depends
on the judgement of the assessor, its
objectivity may only be enhanced by
taking the average of the ratings by many
assessors. Therefore, these ratings may
only be taken as indicative and requires
wider stakeholder participation to provide
an increasingly robust approach.
The recommendations (Figure 15 and Table
22) are indicated by the colour yellow if
judged to be of low priority, blue if medium,
and green if high priority.

Low Priority

In summary, recommendations on capacity
development of individuals and systems are
of high priority while those without such
responsibility are outside the mandate of
the sector as low priority.
This prioritisation, if more broadly applied,
presents a way forward to determine
which actions to take in order to make the
biggest difference to the achievement of
local content.
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Table 22: Prioritisation of Recommendations

Themes/Broad Issues

Activities

Impact Urgency Product

a.

Economic
development
policies

i. Further review and
alignment of existing
policies

3

4

12

b.

Business
environment

i. Review to improve foreign
exchange operations

4

4

16

ii. Review to strengthen
access to credit

4

4

16

iii. Streamline administrative
procedures for forex, tax,
and customs

5

5

25

iv Improve the quality
infrastructure (telecoms,
electricity, etc.) services

4

v. Strengthen certification
of EHS and other
management systems

5

i. Finalise the petroleum
sector policy

5

ii. Establish a local content
policy

6

5

30

iii. Review and align all the
regulatory instruments.

5

4

20

iv. Disseminate the new
instruments widely across
the country

3

3

9

i. All institutions to establish
own LC policies

4

4

16

ii. All institutions to
establish LC management
frameworks

4

4

16

iii. Establish and equip
EMPBC for its national oil
company roles

6

5

30

c.

d.

Sector
regulatory
framework

Sector
institutional
framework
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Table 22: Prioritisation of Recommendations (Continued)

Themes/Broad Issues

e.

5

6

Impact Urgency Product

iv. Establish a coordination
framework for institutions
in the sector

4

3

12

i.

5

4

20

ii. Avail information in required 5
technical and business
standards

4

20

i.

Document and avail
information on business
opportunities

Develop and implement a
skills capacity development
programme.

6

6

36

6

6

36

25

ii. Develop and implement a
standards capacity building
programme

4

3

12

30

iii. Undertake an infrastructure
services needs assessment
and development
Avail information key sector
technical and business
principles

3

3

9

5

4

20

iii. Develop and implement a
skills capacity development
programme

6

6

36

iv. Develop and implement a
standards capacity building
programme

6

6

36

v. Avail affordable financing
for capital investment and
operating expenditure

5

4

20

f.
3

Emerging
business
opportunities

Activities

12

Resource
Requirements

i.
g.

Capacity of the
local private
ii. Provide regular information
sector
on business opportunities
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Annex 1: Terms of Reference
The terms of reference for this assignment lists the following activities in the
scope of work:
a.
b.

c.

d.

e.
f.

REFERENCES

Review literature on local content and related activities in the
petroleum sector;
Review past and on-going extractive sector projects especially, various
research works, policy documents and assessments undertaken under
the Supporting the Ministry of Mines (SUMM) project;
Carry out an assessment of existing capacity gaps with the objective
to ensure coherence between proposed local content requirements
and the pace and scheduling of petroleum sector’s activities. The
assessment should include quantitative mapping of skills and services
needed in the petroleum sector;
Review Ethiopia’s industrial policy, legislation and other initiatives
meant to boost activities in the petroleum sector. Analyse which
subsectors or clusters should be promoted (for example oil field
services, equipment and tools, petroleum products, petrochemicals,
fertilizers etc.), and how these may enable the development of other
subsectors and clusters that make use of the same input or output
(engineering services, construction, etc.)
Identify business opportunities that the proposed 800km natural gas
pipeline and the LNG infrastructure can generate;
Identify successes and bottlenecks or barriers to achievement of local
content;
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g.
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h.

Review infrastructure and institutional arrangements, and evaluate
their bearing on the sector with respect to local content; and
Share experiences with stakeholders and staff at the ministry of mines
and petroleum.

The capacity audit will assess the demand for skills, goods and services by the oil
and gas as compared to the capacity of the Ethiopian private sector to respond
to these demands. It will cover, among others;
a.
b.
c.
d.
e.

Capacity gap analysis and alignment of policy with the state market
conditions;
Number and capacity of existing industries producing inputs for the
petroleum sectors;
Local manufacturers of goods and their capacities, capabilities and
main challenges faced;
Service providers in the country’s petroleum sectors;
Imported services and complexity of providing the services in-country.

The assignment will help define a high-level roadmap for engagements of the
Government of Ethiopia (GOE) and its partners in the development of local
content policies and development initiatives in the petroleum sector. Using the
framework and the results of the capacity audit, the Government of Ethiopia and
the African Development Bank should be able to develop local content policies
and development initiatives and generate implementation plans to support the
development of Ethiopia’s petroleum sector.
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Mr. Mengistu H. Mariam

Expert

Ministry of Mines
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10.

Ms. Kasech Boled

Expert
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Mr. Abdusaleem Indris
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Expert
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Expert
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HE Dr. Samuel Urkato

Minister
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19.

Mr. Eyob Dejene

FGD

2.

HE Amb. Dr. Kuang Tutlam

State Minister

KII

Ministry of Mines
and Petroleum

Ministry of Mines
and Petroleum

20.

Mr Abebow Tizazu

FGD

3.

Dr. Ketsela Tadesse

Director

KII, FGD

Ministry of Mines
and Petroleum

Ministry of Mines
and Petroleum

21.

Ms. Jerusalem Berhanu

4.

Mr. Geremew Negassa

Head, Aid Coop

KII,

Ministry of Mines
and Petroleum

5.

Ms. Mulumbebet Fetene

Senior Expert

6.

Mr. Wokneh Gebru

Senior Expert

FGD

Organization

Name

No.

ANNEXES

Approach

No.

KII
Inclusive
Economic Growth
Specialist

World University
Services of
Canada(WUSC)

Project Field
Director

Agriteam Canada
Consulting Ltd.

Ministry of Mines
and Petroleum
Ministry of Mines
and Petroleum

22.

Mr. Munish Persaud

KII

Field Support
Services
Project(FSSP)
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Approach

Name

Position

23.

Mr. Tesfay Kidanu

D/ Project
Manager

KII

Agriteam Canada
Consulting Ltd.

Policy performance

24.

Dr Abdul B. KAMARA

Country
Manager

FGD

African
Development Bank
Group (Ethiopia)

1.
2.

25.

Ms. Milly Chelagat
CHESIRE

Principal Country FGD
Program Officer

African
Development Bank
Group (Ethiopia)

3.

26.

Mr. Serawit Amene

CEO

KII

New Age Ethiopia

27.

Mr. Asregdew Lemma

CEO

KII

Gas Prom Bank

28.

Mr. Wodwossen Zeleke

General Manager KII

29.

Mr. Tewodros Ashenaf

CEO

30.

Mr. Alemeshet
Birhanemeskel W/Gabriel

Director General KII

31.

Mr. Eba Negera (PhD)

Affairs Director
General

KII

Ministry of Science
and Higher
Education

32.

Mr. Solomon Tadesse
Debeb

Director

FDG

Job Creation
Council

33.

Mr. Yoseph Sertse
Hailemariam

Director

FDG

Job Creation
Council

34.

Mr. Esubalew Aman

Department
Director

KII

Ethiopian
Industrial Inputs
Development
Enterprise

KII

Organization

Annex 3: Key Informant Interview guideline

No.

Africa Oil
South West Energy
Federal Technical
& Vocational
Education and
Training Agency

35.

Mr. Bonsa Bayissa

Deputy Director
General

KII

Ethiopian Standard
Agency

36.

Mr. Dejen Abate Mulat

CEO Advisor

KII, PSS

Orchid Business
Group PLC.

37.

Mr. Bereket Teklehaymanot Operations
Executive

KII, PSS

Quadrant
Investments

38.

Ms. Ziyada Paulos

CEO

FGD, PSS GHAP services

39.

Ms. Mahlet

CFO

GHAP services

40.

Mr. Hamdi Ahmed

Deputy Head

ANNEXES

KII

Somali Regional
State

4.
5.
6.
7.
8.
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What is the definition of local content in your company?
Do you have established company local content policies and practices
(Copies!!)?
How do you monitor the implementation performance of these policies/
strategies?
Can you share some past results?
What are the Ethiopian national local content requirements?
How do your policies compare with established national local content
requirements?
What are key issues in the ethiopian business environment?
How do these issues in the ethiopian business environment affect your
operations?

Business opportunities
9.
10.
11.
12.
13.
14.
15.
16.
17.
18.
19.
20.
21.
22.
23.
24.

Define your oil and gas value chain
List key activities within each segnment of the value chain
What are the current timelines for the listed activities?
What are the potential business opportunities in your value chain?
Which are the major sectors of supply to you demand?
List key goods required in each segnment of the value chain
List key works required in each signment of the value chain
List key services required in each segment of the value chain
List your current and potential suppliers
Provide historical and forecasted quantities and value of goods, works and
services in each segnment of the value chain
Show the participation of Ethiopian entities in historical quantities and
value
What key successes have you had with local content development?
What are the bottleneck/barriers to local content development?
What are the challenges met by Ethiopian companies as suppliers?
What support do you offer local companies to improve their performance?
What additional support do you think they require?

Skills
25. What are the key skills (name) that you require for your current and for
future operations?
ANNEXES

26.
27.
28.
29.
30.
31.
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What quantities to do require of each skills category?
What are the sources of these skills?
Indicate the numbers and quality of these skills
Comment on the capacity of the Ethiopian market to deliver these skills
How could these gaps in skills be filled?
What are gaps were exhibited in this performance?

Annex 4: Purposive Sample Survey questionnaire

NAME

CITIZENSHIP (Yes/No)
ET

Non-ET(Country)

*% OF
ETHIOPIAN
GENDER (M/F)
OWNERSHIP

*Ethiopian ownership: 1= 0; 2=>0 to 20%; 3=>20 to 50%; 4=>50 to 75%; 5= >75 to <100%

I. NAME AND ADDRESS

e. Ownership of company by companies and or Trusts (shareholders who are not individuals)

a. Company Name

NAME

b. Name of Contact Person

CITIZENSHIP (Yes/No)
ET

Non-ET(Country)

c. Telephone Number

*% OF
ETHIOPIAN
GENDER (M/F)
OWNERSHIP

d. Email address
e. State*
f. Physical address**
Ethiopian ownership: 1= 0; 2=>0 to 20%; 3=>20 to 50%; 4=>50 to 75%; 5= >75 to <100%
*1=Addis Ababa; 2=Afar; 3=Amhara; 4=Benishangul-Gumuz; 5=Dire Dawa; 6=Gambela; 7=Harari; 8=Oromia;
9=Somali; 10=Southern Nations, Nationalities, and Peoples; 11=Tigray

f.

Sectors and products of the company***

** Provide Sub-city, Woreda, Street

II.

COMPANY REGISTRATION AND DETAILS

a. Year of Registration
b. Age of company (Years)*
*Age of company in years: 1= (0 to 1); 2= (1 to 3); 3= (3 to 5); 4= (5 to 10); 5= >10)
c. Type of company**

***This section collects data on the primary sectors (GROUPs) and products
(SUB-GROUPs) of your company using the Central Product Classification (CPC)
based on a set of internationally agreed concepts, definitions, principles and
classification rules. Select, by ticking the relevant box, a maximum of TWO (X0)
primary sectors (GROUPs) and all products (SUB-GROUPs) within the selected
primary sector(s) that are relevant to your company. Tick the box next to the product
codes that you are capable of providing.

**Type of company: (1= sole proprietorship; 2=Limited liability company; 3= partnership; 4=general
partnership; 5-limited partnership; 6=NGO; 7=statutory entity; 8=a cooperative; 9=other (specify)

d. Ownership by individuals (shareholders who are individual persons)
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CPC TICK
CODE

TICK

COMMODITY GROUPS AND SUB-COMMODITY GROUPS

CPC TICK
CODE

Description

CODE GROUP S/GRP

Description

00

AGRICULTURE, FORESTRY AND FISHERY PRODUCTS

31

Products of wood, cork, straw and plaiting materials

01

Products of agriculture, horticulture and market
gardening

32

Pulp, paper and paper products; printed matter and
related articles

02

Live animals and animal products (excluding meat)

33

03

Forestry and logging products

Coke oven products; refined petroleum products; nuclear
fuel

04

Fish and other fishing products

34

Basic chemicals

10

ORES AND MINERALS, ELECTRICITY, GAS AND WATER

35

Other chemical products; man-made fibres

11

Coal and peat

36

Rubber and plastics products

12

Crude petroleum and natural gas

37

13

Uranium and thorium ores and concentrates

Glass and glass products and other non-metallic products
etc.

14

Metal ores

38

Furniture; other transportable goods etc.

15

Stone, sand and clay

39

Wastes or scraps

16

Other minerals

40

METAL PRODUCTS, MARCHINERY AND EQUIPMENT

17

Electricity, town gas, steam and hot water

41

Basic metals

18

Natural water

42

Fabricated metal products, except machinery and
equipment

20

FOOD PRODUCTS, BEVERAGES AND TOBACCO;
TEXTILES, APPAREL AND LEATHER PRODUCTS

43

General-purpose machinery

21

Meat, fish, fruits, vegetables, oils and fats

44

Special-purpose machinery

22

Dairy products and egg products

45

Office, accounting and computing machinery

23

Grain mill products, starches and starch products; other
food products

46

Electrical machinery and apparatus

47

24

Beverages

Radio, television and communication equipment and
apparatus

25

Tobacco products

48

Medical appliances, precision and optical instruments,
watches and clocks

26

Yarn and thread; woven and tufted textile fabrics

49

Transport equipment

27

Textile articles other than apparel

50

CONSTRUCTIONS AND CONSTRUCTION SERVICES

28

Knitted or crocheted fabrics; wearing apparel

53

Constructions

29

Leather and leather products; footwear

54

Construction services

30

OTHER TRANSPORTABLE GOODS, EXCEPT METAL
PRODUCTS, MARCHINERY AND EQUIPMENT

CODE GROUP S/GRP

ANNEXES
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COMMODITY GROUPS AND SUB-COMMODITY GROUPS
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CPC TICK
CODE

TICK

COMMODITY GROUPS AND SUB-COMMODITY GROUPS

CPC TICK
CODE

TICK

CODE GROUP S/GRP

Description

CODE GROUP S/GRP

60

DISTRIBUTIVE TRADE SERVICES; ACCOMODATION,
FOOD AND BEVERAGE SERVING SERVICES;
TRANSPORT SERVICES; ELECTRICITY, GAS AND WATER
DISTRIBUTION SERVICES

COMMODITY GROUPS AND SUB-COMMODITY GROUPS
Description

87

Maintenance, repair and installation (except construction)
services

88

Manufacturing services on physical inputs owned by
others

89

Other manufacturing services; publishing, printing and
reproduction services; materials recovery services

61

Wholesale trade services

62

Retail trade services

63

Accommodation, food and beverage services

90

COMMINUTY, SOCIAL AND PERSONAL SERVICES

64

Passenger transport services

91

65

Freight transport services

66

Rental services of transport vehicles with operators

Public administration and other services provided to
the community as a whole; compulsory social security
services

67

Supporting transport services

92

Education services

68

Postal and courier services

93

Human health and social care services

69

Electricity, gas and water distribution (on own account)

94

70

FINANCIAL AND RELATED SERVICES; REAL ESTATE
SERVICES; AND RENTAL AND LEASING SERVICES

Sewage and waste collection, treatment and disposal and
other environmental protection services

95

Services of membership organizations

71

Financial and related services

96

Recreational, cultural and sporting services

72

Real estate services

97

Other services

73

Leasing or rental services without operator

98

Domestic services

80

BUSINESS AND PRODUCTION SERVICES

99

81

Research and development services

Services provided by extraterritorial organizations and
bodies

82

Legal and accounting services

83

Professional, technical and business services (except
research, development, legal and accounting services)

III.

84

Telecommunications, broadcasting and information
supply services

Position

85

Support services

86

Support and operation services to agriculture, hunting,
forestry, fishing, mining and utilities

ANNEXES

CAPACITY OF COMPANY
a. Management
Qualification*

Years* *

Certification

i. Chief Executive Officer
ii. Chief Operating Officer
iii. Chief Finance Officer
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*Highest qualification or Equivalent (1=PhD; 2=Masters; 3=Bachelors;
4=Diploma; 5= Other)
**Years of experience (1= (0 to 1); 2= (1 to 3); 3= (3 to 5); 4= (5 to 10); 5= >10)
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III.

CAPACITY OF COMPANY
b. Number of Staff

Level

CAPACITY OF COMPANY
D. Business assets (Million BIR)
Start with the most recent completed year going backwards and name each year)

Asset description

Ethiopian

Non-ET

Men

Men

Women

III.

Total
Women

Men

Women

i.

Building
infrastructure

ii.

Office
equipment

iii.

Plant and field
equipment

iv.

Laboratory
equipment

i.

Managerial

ii.

Skilled (nonmanagerial)

iii.

Semi-Skilled

iv.

Unskilled

v.

Others

v.

Total

vi.

Total assets

Year1

Year 2

Year 3

Year 4

Year 5

*1= (<0 to 3m); 2= (3m to 7.5m); 3= (7.5 m to 15m); 4= (15m to 30m); 5= >30m
III.

CAPACITY OF COMPANY
C. Financial performance (Year 1 is the most recent completed year year)
(BIR)

Description

i.

Turnover*

ii.

Net Profit/

Year1

Year 2

Year 3

Year 4

Year 5

Loss*
iii.

Paid up equity
capital**
*1= (<0 to 3m); 2= (3m to 7.5m); 3= (7.5 m to 15m); 4= (15m to 30m); 5= >30m
** 1=<50k; 2= 50k to 500k; 3=500k to 1,000k; 4= 1,000 to 5000k; 5=>5000

IV.

MANAGEMENT SYSTEMS (YES/NO)

Description

a.

Environment, Health
& Safety

b.

Human Resources

c.

Financial
Management

d.

Operations
Management

e.

Local Content

f.

Others (Name)

Documented (1/0)

Automated (1/0) Certified (1/0)

Yes=1; No=0
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V.
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MAIN CHALLENGES

Name

a.

Do not see the business
opportunities

b.

Tough government policies

c.

Lack of skilled nationals

d.

Lack of access to finance

e.

Poor infrastructure

f.

Access to technology

g.

Poor supply of inputs

h.

Difficult certification process

i.

Administrative bureaucracy

j.

Other (define

Annex 5: Status and activities of International Oil Companies
Level

Possible solution

Rate the challenges on a 1 to 5 scale with 5 being the hardest challenge

ANNEXES

Company
Name

Company details

• Geological field
by
work
Ethiopians;
• Registered in
• Surface
geochemical
2007 in Hong
survey
Kong
• Concession in 3
• Airborne
blocks (9, 9A and geophysics
Seismic survey
13)
• Data processing
and interpretation
• Expect more
drilling

1.Southwest
Energy

• Owned

2.
Africa
Holding Group,
LLC (Africa Oil)

• Owned

by Lundig
Petroleum
• Canadian based;
• 12 years in
Ethiopia
• Interests in
Kenya, Nigeria
and RSA
• Concession in
rift valley, block
8

• Geological

3.New Africa
Global Energy
(NewAge)

• UK

• Took

based
company
• African
operations
in Nigeria,
Cameroon,
Congo
Brazzaville,
south Africa and
Ethiopia

LC status/Related
challenges

Petroleum Activities

• No

national LC
management framework
• No own LC management
framework
• Short contracts
• No local capital market
• Use sister company for
support services

guide for local
hiring and sourcing of
work
contractors
• Seismic survey
• Completed well
• No guidance on LC
management
location
• Sold acquired data • Lack of national Tec
skills
back to MOMP
• Relinquishing and • Lack of labs and data
processing exit of storage
Ethiopia
• Risk/security
management
field

over Africa
oil’s block 8
• Drilled in 2014
discovered gas
condensate at low
level
• Deeper levels dry
• Reviewing
development
options
• Processing
Adigala data

• Basic

• Focus

on technical

issues
• No guidance on LC
management framework
• No own LC policy
• Short exploration
campaigns
• Little local technical
services
• Difficulty retaining staff
• Investment in training
at exploration phase is
difficult

ANNEXES
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Mining &
Petroleum
Contract
Adm’n

Ethics
office
HIVAIDS
Secretariat
Audit
Directorate
Legal Affairs
Directorate
Extractive
Industries
Transparency
Initiative
Communication
Women,
Affairs
Children & Youth
Directorate
Affairs

Procurem’t
ICT
HR
Property
& finance Directorate Directorate Management
directorate
and General
Service

Mining
Quality and
Standardization
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Planning,
Monitoring
& Evaluation
Directorate

•

Env’t &
Community
Dev’t
Directorate

•

Regional
States,
Stakeholders
and Industry
Cop’n
& Cord’n

•

Project
Planning
Follow up
& Evaluation

•

LC driven by PPSA
Development
agreement
LC reports to MOMP
Employs nationals
except in highly
technical aspects
Lack of local business
with technical
capacity
Lack of skilled
personnel

Change
and Good
Governance

acquisition in
Ogaden
• Development plans
for Calub and
Hilala discoveries
(pipeline and LNG
plant)
• Drilled 16 well,
done well testing
and resource
appraisal
• Producing light
crude as a test
• 3D Seismic
Acquisition
663KM2, 2D
Seismic Acquisition
5,075KM
• Gravity &
Magnetic-62, 480
KM
• TFEM Survey-174
KM
• Drilled 16
exploration &
development Wells

•

Mining
Marketing
Operation
Qualification

•

Mining
Operation
Licensing

•

Petroleum
Product
& Supply
Followup and
Monitoring
directorate

•

Petroleum
Facilities
Standardization

•

No national LC
management
framework
No own LC
management
framework
Appreciation of
standards, safety
Lack of technical skills
Lack of technical
services

Petroleum
Database
Department

• Seismic

(Afar)
• Airborne FTG &
magnetic survey
• Completed data
interpretation
• 2D seismic
• ESIA for seismic
acquisition

•

Petroleum
Exploration,
Development

• Global Chinese
5.Poly-GCL
Petroleum
Co
Investments Ltd • Concessions in
10 blocks
• China-Ethiopia
National
framework
agreement

in NE

State Minister
(Mining Sector)

• Exploration

State Minister
(Strategic Management &
Administration Sector)

4.GBP Resource • GPB Global
Resources is an
international
group of
companies,
engaged in
petroleum
exploration and
production
• In Africa, it
operates in
Ethiopia and
Niger

State Minister
(Petroleum Sector)

Petroleum Activities

Minister

Company details

Annex 6: Organisational structure of the Ministry of Mines and Petroleum

Company
Name

LC status/Related
challenges

Research
Diret’t.
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Annex 7: Consideration of sectors for development
Primary
sectors

Secondary sectors

145

Tertiary (services) sectors GTPII EIP

IBS

X

Agriculture

Primary
sectors

Secondary sectors

Tertiary (services) sectors GTPII EIP
X

Metal/Engineering

IBS

X

X

Textile manufacturing
Trade

X

Leather & products
Trade

X
X

Agro-processing
Catering
Food supply
Trade

X

Road Construction
Building Construction

X

Mechanical Construction

X

Reinforcement steel

X

X

Fabrication

X

Facilities Management
Mining

X

Meat, Milk, Honey
X

X

X
Quarry and stones

Catering

X

X

Bulk materials

Urban development

Food supply
Manufacturing

X

Culture and tourism

X

X

Waste management

X

X

Transportation

X

Work safety products

X

Production operations

X

Cement

X

Vendor representation

X

Fertilisers

X

Technical consultancy
services

X

X

Fuel services

X

X

Manpower agency

X

X

Airline services

X

Leather & products

X

Light equipment

X

Pharmaceuticals
Petrochemicals
Petroleum products
Furniture Manufacture

X

X
X

Furnace Fuel
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