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Introduction

This report presents a rapid summary of two waves of a large firm survey conducted in Ethiopia.

The first wave took place between January and July 2017 and covers 1240 firms. The second

wave took place between March and September 2019 and covers 1320 firms,1 986 of which were

also surveyed in the first wave. In order to be included in the sample, firms had to have five or

more permanent employees at the time of sampling.

Table 1: Geographical distribution of the sample

Wave 1 Wave 2 Total
freq/colpct freq/colpct freq/colpct

Oromia 605 653 1258
48.8 49.5 49.1

Addis Ababa 635 667 1302
51.2 50.5 50.9

Total 1240 1320 2560
100.0 100.0 100.0

In terms of geographical location, the study concentrates its attention on the economic heartland

of the country, which we define as including the federal capital Addis Ababa and the part of

the Oromia region that surrounds it. By design, the firm sample is divided equally between

the Oromia and Addis Ababa regions – see Table 1 below. Map 1 shows the geographical

distribution of firms included in the sample. We see that, apart from the federal capital, the

111 firms added in 2019 were dropped from the analysis because they had less than 5 permanent employees
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sample also covers Adama, the capital of the Oromia region, as well as the various settlements

along the roads linking the two where various industrial zones are located (e.g., Akaki, Dukam)

as well as the town of Bishoftu. In addition, the sample includes firms located along the other

main roads leading from the capital to the North-East, North, West and South-West, as well

as a smattering of firms located in outlying areas. A more detailed breakdown of the sample

by geographical zone is given in Table 2.

Table 2: Distribution of the sample by zone

Wave 1 Total
freq freq

West Shewa 78 78
North Shewa 83 83
East Shewa 225 225
South West Shewa 24 24
Oromia Special Zone 195 195
Akaki Kaliti 86 86
Nefas Silk Lafto 52 52
Kolfe Keraniyo 146 146
Gulele 141 141
Yeka 137 137
Bole 73 73

Total 1240 1240

Map 1 shows the location of all sample firms on a map of Central Ethiopia. The approximate

border of the Addis Ababa region is shown in bold; the rest of the sample is located in the

Oromia region, which is much larger. The areas denoted in gray mark those administrative

units (woredas in Addis Ababa and kebeles in Oromia) from which the sample was drawn. The

map confirms that, for the Oromia region, most surveyed firms are located along main roads,

except for some concentration in the towns of Bishoftu and Adama.

In Map 2 we also show the spatial distribution of those firms that were surveyed in wave 1 but

dropped out of the sample in wave 2, as well as those firms that joined the sample in wave 2.

We discuss this issue more in detail below. Map 3 provides a close-up view of Map 2 centering

on the Addis Ababa region. It shows that very few firms were sampled from the center of Addis

Ababa, in keeping with our objective to study the evolution of businesses at the outskirt of

large cities.
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Figure 1: Spatial Distribution of the Firm Sample

Figure 2: Spatial Distribution of the Firm Sample, with changes over time
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Figure 3: Close-up of the Spatial Distribution of Sampled Firms near Addis Ababa

Sample

Given the absence of a firm census in Ethiopia, the sampling frame for the first wave was drawn

from a list of firms constructed by combining information from many different sources, which

are detailed in Appendix 1. Although many of the firms on this list were no longer in existence

at the time the survey began, it nonetheless provided an excellent starting point. As a result,

we are confident that the sample is as representative of the firms located in our study area as

could reasonably be achieved.

Given the short time interval (two years) between the two surveys, we had to resort to a different

method in order to refresh our sample to compensate for dropouts. In order to identify potential

additions to the sample, enumerators were instructed to scout the vicinity of wave 1 firms for

eligible firms. This process enabled us to find enough replacements to refresh the sample for

the wave 1 firms that dropped out of the sample and to expand it to keep up with the economic

expansion of the study area itself. The resulting panel structure of our sample is summarized

in Table 3.

4



Table 3: Panel structure of the sample

Wave 1 Wave 2 Total
freq freq freq

Only wave 1 254 0 254
Only wave 2 0 334 334
Both waves 986 986 1972

Total 1240 1320 2560

To verify that the samples in the two waves are comparable in terms of composition, we compare

a number of key characteristics across firms in the two waves. We start by comparing in Table 4

the sectoral composition of the sample, broken down by wave. A few sectors dominate, notably

food and beverages, restaurants, and tourism and hotels – with some overlap in definition

between the three.2 Construction is an important sector, albeit its importance seems to have

waned between the two survey waves. More about this below. Manufacturing represents a

sizeable share of the sample, scattered across a variety of primarily labor-intensive sectors such

as textile garments and wood products. Agriculture is present in our sample, with the flower

sector identified separately as it is characterized by its larger scale of production and export

orientation. Trade represents only a small share of the sample, probably because all businesses

with fewer than five permanent employees are excluded from our sampling frame. We see some

variation across the two waves, but nothing to suggest that the sectoral composition of the

sample changed drastically.

Next we perform a battery of t-tests between the two.3 We also compare the exiting firms

from wave 1 to the entering firms in wave 2. The results shows that the wave 2 sample is a

bit older in terms of firm age. This is to be expected for panel firms since they have aged by

2 years between waves 1 and 2. But it also holds when comparing non-panel firms across the

two waves. We also find that a small improvement in the proportion of firms connected to

the electrical grid and to water mains in wave 2. This improvement is similar for panel and

non-panel firms, which suggests that it reflects an extension in coverage. We also find that

wave 2 firms save less, report a higher capacity utilisation rate, and report more machinery and

2In Ethiopia, the word ’hotel’ is often used to describe a bar or restaurant as these are often combined.
Furthermore, restaurants are involved in the production of food and beverages, often producing their own beer
(’talla’) and mead (’tejj’). As a result they are sometimes classified as part of the Food Beverages sector.

3The results are not shown here to save space, but they are available upon request.
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Table 4: Sector of activity

Wave 1 Wave 2 Total
freq freq freq

Food and Beverages 160 171 331
Textile/Garments 37 47 84
Leather products 6 14 20
Metal Products 45 47 92
Wood Products 72 75 147
Agro-processing 31 30 61
Chemical/gas 20 23 43
Other manufacturing 121 126 247
Flower 31 31 62
Agriculture 76 77 153
Mining/quarrying 48 33 81
Construction 134 103 237
Wholesale and retail trade 55 50 105
Transport, storage, communication 16 18 34
Printing/signs & banners 7 8 15
Financial/insurance/real estate 2 2 4
Tourism and hotel 139 165 304
Restaurant 107 178 285
. 0 15 15
Other 133 107 240

Total 1240 1320 2560

equipment. These changes are again suggestive of a growing economy.

Other characteristics of interest remain unchanged: the gender of the respondent; the gender

and age of the business owner (the old ones who leave are replaced by slightly younger ones);

permanent workforce; holding accounts; and operating with a license.

We do however observe some differences across non-panel firms between the two waves: the

firms added in wave 2 are slightly less likely to: hold formal accounts; have a bank account;

take minutes at meetings; have a tertiary-educated owner; and be located near Addis Ababa.

They are also more likely to be a partnership or private limited company rather than a public

limited company, and they are slightly less likely to include joint ventures, but the difference

is only 4 firms. Taken together, these suggest that the firms added in wave 2 are slightly less

formal than those that left after wave 1. Otherwise the two samples are broadly similar in

terms of characteristics.
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Attrition

The wave 1 firms that disappear at wave 2 can be divided into three categories: those that

were contacted but had closed down; those that were contacted but refused to participate in

the survey; and those that could no longer be located or contacted. As shown in Table 5, of

the 1240 firms in wave 1: 79.5% answered the wave 2 questionnaire; 3.7% were contacted but

refused to be interviewed; 12.6% of wave 1 firms exited business between the two survey waves;

and 4.2% of firms could not be contacted.

Table 5: Retention and attrition by type

freq pct

Business in operation and answered 986 79.5
Business in operation but refused 46 3.7
Business stopped 156 12.6
Business not found 52 4.2

Total 1240 100.0

In terms of correlates, we find that refusals are more common in Addis Ababa and among firms

that are domestically owned and had less equipment and fewer permanent employees in wave

1. They are otherwise very similar to other firms.

Firms that exit the business tend to differ from those who continue operation along several

dimensions. They are in wave 1 more likely to be domestically owned, located in Addis Ababa,

younger and with a younger owner; and to have a lower capacity utilization rate. They are

also less likely to hold formal accounts, have a bank account, or to take minutes at meetings.

But they do not differ from others in terms of the gender of the owner; their connection to

electricity or water; and the possession of a business license. In contrast, the firms that could

not be contacted or located do not differ from the others along most dimensions of interest –

the only exception being that they are much more likely to have been in Addis Ababa, and

slightly less likely to have equipment. This may simply reflect the fact that firms that move are

much more difficult to locate in a large city of 4 million inhabitants than in the comparatively

smaller localities in Oromia.

The 156 firms that exited the business were invited to answer a short questionnaire. All but 9
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accepted to be re-interviewed.4 Respondents were asked why they closed their business. Many

blame a government decision: some firms were relying on sales to the government for an activity

(e.g., the construction of condominiums) that came to an end; others were relying on government

support programs that ended or for whom they were no longer eligible; others yet had to leave

their work location – either through expropriation or losing their lease – to make room for the

construction of a public infrastructure; and a number of firms had to close for taxation reasons

(e.g., being in arrears on their taxes). Many respondents mention land issues, such as being

expelled from land they were squatting, entering into conflict with the landlord over rent or rent

increase, or losing their lease to make room for new construction. Some respondents mention

lack of demand or low profitability, and a handful list lack of skill. Excessive expansion does not

appear to be a dominant reason: very few closing firms had expanded production before closing.

Some firms mention worker retention difficulties, but these could be a consequence rather than a

cause of their business difficulties. Virtually none mention facing foreign competition, indicating

that closing firms are mostly in a non-tradable sector. A few mention facing competition from

the informal sector before closing down, but competition from other formal firms is mentioned

much more often. Only 6 respondents mention defaulting on a loan, but 9 mention still owning

money (e.g., on back taxes). None mentions owing wages to workers.

Information about the interview

We end this Section by presenting some information about the respondent and their position in

the firm. Because the questionnaire is long and respondents are busy, we allow respondents to

change between modules. Including the introductory module, there are ten different modules

in the questionnaire and thus, theoretically, there could be up to ten different respondents per

firm. In practice the number of respondents per firm is much smaller: in 78.7% of all 2560

interviews, all modules are answered by the same individual; in 16% of interviews, two different

respondents answer the questionnaire; in 4.7% of interviews there are three respondents; in

0.5% (12 interviews) there are four and in 0.1% (3 interviews) there are five.

Table 6 shows the position in the firm for the first respondent to the survey who, in 78.7%

4This translates into a refusal rate of 5.8% among exiting firms, similar to to the 4.7% refusal rate among
firms still in operation.
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of interviews, also the sole respondent to the survey. Owners account for 45% of all first

respondents, with another 26% represented by the employed manager of the firm. The rest of

the first respondents occupy some form of managerial position in the firm. 81% are male and

their average age is 39 (median 37). In Appendix 2 we show a frequency distribution of the

position of respondents for each of the other modules. This distribution is quite stable across

modules, except that the accounting module is more likely to be answered by an accountant

and the labor module is more likely to be answered by a human resource (HR) manager.

Table 6: Position of the respondent in the firm

freq pct

Owner 151 5.9
Owner and manager 1010 39.5
Employed manager but not owner 655 25.6
Vice/assistant manager 174 6.8
COO 22 0.9
Spouse of owner (employed at firm) 12 0.5
Child of owner (employed at firm) 44 1.7
HR Manager 163 6.4
Assistant HR manager 24 0.9
Marketing Head 47 1.8
Accountant 99 3.9
Accounting assistant 7 0.3
Other Department head 42 1.6
Processing manager 29 1.1
Deputy expert 2 0.1
Other 79 3.1

Total 2560 100.0

As shown in Table 7, the overwhelming majority of the interviews took place at the firm itself,

most of which have a single combined administrative headquarter and operational facility.

8.2% of interviews took place at the firm’s headquarter, and 22.0% at a separate production

facility.

General characteristics of the firm

The average age of surveyed firms is 5.9 years since creation, with a median of 3 to 4 years.

81.5% started production immediately, the rest incurred a delay of 2.4 years on average (median
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Table 7: Location where the interview is taking place

freq

Combined administrative headquarters and production/operational facility 1766
Headquarters only (non-production facility) 206
Production/operational facility only (non-headquarters) 555
Other 33

Total 2560

1 year). Asked the reason for the delay, 45% mention the incomplete installation of machinery

and equipment, 33% of respondent cite the lack of infrastructure, 26% the lack of raw materials

or inputs, and 16-17% list the lack of capital, production facility, or required machinery.

Ownership structure

Table 8 documents the ownership structure of the surveyed firms. Most are domestically owned

private firms (75.5%) and another 10.9% are cooperatives. Foreign owned private firms con-

stitute 7.1% of the sample and joint ventures 5.8%. There are 17 state-owned firms in the

sample. In terms of ownership share, private domestic ownership account for 90.3% of shares

on average, foreign ownership for 8.8%, and government ownership for 0.7%.

Table 8: Ownership structure of the firm

freq pct

Domestically owned private firm 1920 75.0
Foreign owned private firm 181 7.1
State owned firm 17 0.7
Joint venture firm 148 5.8
Co-operative 278 10.9
Don’t know 1 0.0
Other 15 0.6

Total 2560 100.0

Table 9 provides the distribution of the nationality of the first foreign owners for those that are

foreign-owned or joint ventures. We see that the overwhelming majority of ’foreign’ owners have

the Ethiopian nationality (47%), suggesting that the Ethiopian diaspora is a major investor in

the country. China is mentioned for 31 firms, Israel for 19, the Netherlands for 18, together

10



with a smattering of nationalities from all over the world.

Table 9: Nationality of foreign owners

freq

Ethiopia 146
Somalia 1
Kenya 2
South Africa 3
Nigeria 2
Other African Country 1
UAE 1
Yemen 1
Saudi Arabia 3
Egypt 3
Israel 19
Turkey 5
Other Middle Eastern Country 7
USA (America) 14
Canada 1
Other American Country 4
UK/England 4
Germany 4
Italy 1
Netherlands 18
France 4
Other European Country 12
China 31
Korea 1
Russia 2
Other Asian Country 21
. 17
Other 18

Total 346

Some 6.6% of firms changed ownership since their creation, out of which 42.6% changed their

ownership structure. There is no dominant pattern in the data: some changed from foreign-

owned or joint-venture to domestically owned, while others changed in the opposite direc-

tion. Thirteen state-owned firms were privatized, while three private firms became state-owned.

There is no specific time pattern to these changes of ownership, except that most took place a

few years before the survey.

Table 10 shows that 54.2% of firms have a single owner, while 19 are listed as state-owned.
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Of those with multiple owners: 40.8% are all from the same family; they have on average 4.2

shareholders (median 2) taking active part in the management of the firm; and the largest

shareholder owns on average 41% of the firm’s shares (median 45%). Most firms have the same

type of ownership at star-up, but 33 firms went from multiple to single ownership, while 46

went from single to multiple ownership.

Table 10: Type of ownership

freq pct

Single 1387 54.2
Multiple 1153 45.0
State-owned 19 0.7
Don’t know 1 0.0

Total 2560 100.0

Table 11 provides the legal status of surveyed firms. Sole proprietorship is the largest category,

accounting for 45.2% of the observations. Private limited companies account for 30.5% and

public limited companies for another 4.9%. Some 45 firms have a formal joint-venture status.

Cooperatives and partnerships account for the rest of the sample.

Table 11: Legal status

freq pct

Government-owned (parastatal) 19 0.7
Public limited company/Shareholding company 125 4.9
Private limited company 780 30.5
Sole proprietorship 1156 45.2
Partnership 193 7.5
Joint Venture 45 1.8
Cooperative 237 9.3
Other 5 0.2

Total 2560 100.0

Organizational structure

Firms have a diverse organizational structure. 15.2% report having a sister company or com-

panies in Ethiopia and 24.9% report having more than one establishment, defiled as an office
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and production/operational facility in Ethiopia. Across all firms, the mean number of estab-

lishments in Ethiopia is 1.6 (median 1).

Among firms with multiple establishment, the average age of the establishment in which the

survey interview took place is 9.3 (median 7). Since the mean age of our surveyed firm is 5.9,

this means that multi-establishment firms are older on average.

73.1% of multi-establishment firms have a headquarter separate from the firm’s main produc-

tion unit; in all but one firm, this headquarter is located in Ethiopia. In 54.1%, the survey

interview took place at headquarters; for the others, 93.8% took place at the primary produc-

tion establishment. Of the 291 multi-establishment observations for which the survey interview

did not take place at headquarters, 50 were in the Addis Ababa region and the rest in Oromia.

Of the 238 Oromia establishments with headquarters elsewhere, 205 have their headquarter in

Addis Ababa, 29 in Oromia, and 4 elsewhere.

Among multi establishment firms, 64.6% have a single production establishment, 20.9% have

two, and the rest have three or more, with an average of 2.1. Of the 235 observations with

multiple production establishments, 29.8% have an establishment in another region and be-

tween 19 and 23% have another establishment in the same kebele or woreda. Of those firms

with establishments in other regions, 56% are in Oromia, 49% in Addis Ababa, and the rest

distributed between the SNNP, Amhara, and Tigray regions. Two of those are located in an

Industrial Park.

Turning back to the entire sample of firms, we find that 69 observations are in an industrial or

exporting park – two third of the time privately operated and one third of the time publicly

operated. Table 12 provides the names of some of the industrial parks mentioned by respon-

dents. Respondents were also asked whether they are located in an industrial cluster. 322

answer they are, but there appears to be some confusion as to whether they are referring to an

industrial park (which is a formal definition) and an industrial cluster (which is more informal).

All together, 383 firms (15% of all respondents) state being location in either of these two types

of industrial clusters.
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Table 12: Name of the industrial park

freq

Bole Lemi I 1
Kilinto 1
Eastern Industrial Park (Dukem) 6
Addis Industrial Village 2
Modjo Industrial Park 3
Other 56

Total 69

Characteristics of the owner

Firm owners are predominantly male – only 17.1% of owners are female. Their average age is

45.2 years (median 44). 91% of firm owners are Ethiopian nationals. Other widely represented

nationalities include China (1.4%) and other Asia (1.0%), Netherlands (1.1%), USA (1.0%),

and Israel (0.9%). 35 owners are from other European countries, 30 from other parts of the

Middle-East, and 14 are from another sub-Saharan African country.

Table 13 breaks down where the primary owner of the firm resides, depending on the region in

which the firm is based. Unsurprisingly perhaps, the overwhelming majority of owners of firms

operating in Addis Ababa also reside there. Perhaps more surprising is the fact that 49.5%

of the owners of firms operating in Oromia reside in Addis Ababa. We also note that foreign

owned firms in our sample are concentrated in Oromia, accounting for 11% of sample firms

there compared to 1.3% in Addis.

Of those residing in the same town as the firm, their average duration of residence is 18.7

years (median 15). Since the average firm age is only 5.9 years, this suggests that, for these

owners, the creation of the firm occurred after having settled in their town of residence. For

foreign residents, the most common places of residence are the Netherlands, the US, and Israel

– suggesting that owners from these countries tend to operate the firm remotely (19 out of 28

for the Netherlands, 17 out of 22 for Israel, and 17 out of 26 for the US). In contrast, only 13

out of 35 Chinese owners reside in China.

Among those owners currently residing in Ethiopia, 12.8% report having lived at some point

in another country – mostly in the US (26.9%), the Middle-East (25.6%), Europe (17.5%),

14



Table 13: Place of residence of the primary owner

Oromia Addis Ababa Total
freq freq freq

In the same town/city as this establishment 431 1013 1444
In Addis Ababa (if establishment is elsewhere) 614 174 788
In Bishoftu (if establishment is elsewhere) 14 1 15
In Adama (if establishment is elsewhere) 7 1 8
In the same zone as this establishment 8 76 84
In the same region as this establishment 15 6 21
In a different region in Ethiopia 16 8 24
In a different country (abroad) 136 17 153
. 14 5 19
Other 3 1 4

Total 1258 1302 2560

sub-Saharan Africa (12.1%) or China (7.7%) – for an average of 23.6 years (median 20). Table

14 show that 36.8% of them were business owner there and 30.1% were employed in the formal

sector – primarily in the private sector. For 14.1%, the foreign experience was as a student.

Very few firm owners with outside experience worked in low paid or unskilled positions, such

as casual or farm worker (52.%) or domestic work (3.0%). Although we do not have the same

breakdown for the general population in our study area, we suspect this shows that firm owners

are more cosmopolitan than the general population and that their foreign life experience was

much more formal and business-oriented than the average Ethiopian having worked or lived

abroad.

Table 15 shows that the education level of primary owners is, in general, high. Very few of

them (17) have no education and only 15% only have primary education. 20.1% have a college

degree and 6.6% a graduate degree. The rest either have a high school degree (26.3%) or some

type of vocational training. For those with a vocational or college degree, 44.1% majored in

engineering and technology – either broadly or narrowly defined – 25.8% majored in business

and economics, and 10.7% in accounting and business.

82.8% of primary owners are actively running the firm, for an average of 7.2 years (median

5.4). Prior to running of the firm, these owners had on average 6.6 years of work experience

in the same sector (median 5), and 5.8 years of experience working in another sector (median
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Table 14: Primary activity abroad

freq pct

Business owner (with paid employees) 60 22.3
Business owner (no paid employees) 39 14.5
Home Production (e.g. eggs, milk, bricks) 4 1.5
Civil Servant/Public Service Employee 13 4.8
Member Of Police/Armed Forces 3 1.1
Public Sector Enterprise Employee 5 1.9
Private Organization Employee 60 22.3
International Organization Employee 5 1.9
Producer or Service Cooperative Member 1 0.4
Casual Worker 12 4.5
Domestic Worker (Servant/Maid, Guard, Etc.) 8 3.0
Farm Worker 2 0.7
Looking for Work But Unable to Find Any 2 0.7
Not at Paid Work and is Not Looking For Work 4 1.5
Student (at School) 38 14.1
House Wife 4 1.5
Unpaid Family Worker (at family business or home production) 3 1.1
Helping With Domestic and Household Chores 1 0.4
22 5 1.9

Total 269 100.0

2) and 2 years for the government (median 0). This shows that they had considerable work

experience prior to becoming involved in the firm they currently operate. In addition, 25.6%

of firm owners in our sample also own an average of 3.5 other firms (median 1), for an average

duration of 12.1 years (median 10). Of the 654 primary owners with another firm, only 17 have

another firm in the same sector as that of the surveyed firm. This suggests that many primary

owners have considerable business experience in other sectors as well. This probably makes

them very different from the general population.

Location and land

Respondents were asked to list the main reasons for choosing the location of their current

establishment. 27.7% state they did not choose their location, it was recommended to them by

the authorities. Among their remaining firms, 53.9% mention affordable land and buildings;

47.2% mention proximity to suppliers and customers; 24.5% mention good infrastructure; and
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Table 15: Education level of the primary owner

freq pct

No education 17 0.7
Religious education/Church or Madrassa 4 0.2
Education through the Literacy campaign 22 0.9
Some primary school 110 4.3
Primary school 263 10.3
High school (old curriculum) 553 21.6
High school first cycle (new curriculum) 120 4.7
Preparatory school 50 2.0
10 +1 Vocational (old) 11 0.4
10 +2 Vocational (old) 22 0.9
10 +3 Vocational (old) 49 1.9
Vocational school level 1 10 0.4
Vocational school level 2 18 0.7
Vocational school level 3 22 0.9
Vocational school level 4 26 1.0
Vocational school level 5 3 0.1
Diploma (non-vocational) 248 9.7
BED (teachers) 7 0.3
Teachers certificate 10 0.4
BA (BSc) degree 515 20.1
MA/MSc 141 5.5
PhD 29 1.1
. 19 0.7
Don’t know 291 11.4

Total 2560 100.0

17.3% mention availability of workers. Good government services are mentioned by around 5%

of respondents as a reason for choosing their location.

Respondents were asked how many properties the establishment occupies. The mean is 1.7

(median 1). 55.7% of firms rent or lease land or buildings from the government. The median

is 3,000 square meters.5 The mean start-up year for the lease is 2000 [Ethiopian calendar].

The median size of the most recent land rental or acquisition is similarly 3,000 square meters.

Respondents were asked to estimate the value of this land acquisition. The median price,

expressed in US dollars, is 130 USD per square meter, with much variation across respondents:

5The mean is much larger, but we suspect this is driven by a small number of respondents giving an incorrect
response.
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the 25% percentile value is 15 USD and the 75% percentile value 662 USD.

Respondents were similarly asked whether they land land or buildings from private hands.

51.4% do so, with little overlap (245 observations) between those who lease from the government

and those who rent privately. The median rent is 14.5 USD per square meter per year, again

with much variation: p25=2.8 and p75=57.8 USD. The average year of the most recent lease

is 2006. 82 respondents (3.2% of the sample) report using land or buildings ’informally’, which

includes squatting.

80.7% of respondents declare registered their land use with the local authorities. This percent-

age is higher for firms that obtained land from the government, but it is also very high (66.1%)

among those who rent privately. 7.9% are not registered because they only use office or building

space and the obligation to declare land use does not apply to them.

Respondents were asked to list the main uses of the land before it started being used by the

current establishment. 29.2% was farm land or pasture land; 27.1% was used by another

business; 26.5% was undeveloped; and 20.1% was, at least partly, residential.

In wave 1, respondents were asked whether, in the five years preceding the survey, land or

buildings were ’taken away’ by the government. 52 respondents say they did. Of those, 50.1%

state they received no compensation, 22% that they received partial compensation, 14% that

they received another plot of land, and 4% that they received full monetary compensation. To

check whether the lack of compensation is related to the current informal or unregistered use of

land: it is not. A similar question was asked about other firms. 92 respondents (7.4%) stated

that they did, with a big difference between Addis Ababa (5.8%) and Oromia (9.1%). These

responses are consistent with the large infrastructure and condominium construction program

of the government at the time.

Respondents were asked whether, in the past 2 years, land and office space have become more

accessible. Responses are shown in Table 16. Most respondent disagree or strongly disagree

with the statement – and much more so in Addis Ababa. Similar responses are given in Table

17 for affordability.

In terms of safety, respondents state that they spend on average 383 USD on security (median

63.6). 15% declare experiencing losses due to theft, vandalism, or arson for a total average value

18



Table 16: Evolution of land availability in past 2 years

freq pct

Strongly agree 23 0.9
Agree 212 8.3
Neither agree nor disagree 294 11.5
Disagree 995 38.9
Strongly disagree 1036 40.5

Total 2560 100.0

Table 17: Evolution of land availability in past 2 years

freq pct

Strongly agree 28 1.1
Agree 171 6.7
Neither agree nor disagree 270 10.5
Disagree 988 38.6
Strongly disagree 1103 43.1

Total 2560 100.0

of 1100 USD over the last 12 months (median 38). We do not know the extent to which these

losses are attributable to (possibly disgruntled) workers or to people exterior to the firm.

Respondents were also asked whether they were negatively affected by political instability in

the 12 months preceding the survey. 31.7% of respondents state they were. This proportion is

constant in the Oromia region across the two survey waves. But for the Addis Ababa region, it

rises from 15.8% in wave 1 to 47.2% in wave 2. The most common form of damage is the loss of

business due to movement restrictions and lower traffic, cited by 66.8% of affected businesses.

Other common forms of damage include: lost customers (60.3%); worker absenteeism due to se-

curity concerns (39.6%); and property damage (15.7%). 23.5% of respondents have complained

about security issues to local officials. When others affected by insecurity were asked why they

did not complain, the overwhelming majority either did not respond or stated they had no

problem. Asked where they would go to complain about security, 74.1% mention the local

police forces and 17.6% the woreda office. Respondents estimate that filing a complaint would

on average take 111 minutes (median 30) divided over 1.8 trips. For those who complained,

Table 18 provides a breakdown of the responses given: 55.4% state that the problem was fully
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or partially solved while 33.9% say complaining did not help. The others are still waiting for

an answer.

Table 18: Outcome of the security complaint

freq pct

Nothing was done/they didn’t help 204 33.9
Still waiting for an answer 43 7.2
They are still looking into what can be done 21 3.5
Problem was partially solved 151 25.1
Problem was fully solved 182 30.3

Total 601 100.0

Licences and registration

Business license

In 98.3% of observations, the respondent firm has a business licence to operate – on average since

2002 Ethiopian calendar (median 2004 EC). Of those who currently have a business licence,

87.9% also had one at startup. Table 19 shows that most business licenses are issued by a zonal

or Woreda trade office. Some are issued by a regional trade office, and some directly by the

federal ministry of trade. Some 6.5% of respondents nonetheless report paying a fee or penalty

for operating without a registration or license in the preceding Ethiopian fiscal year. Only one

of these is a respondent who reported operating without a business license.

Table 19: Agency issuing the business license

freq pct

Federal ministry of Trade 469 18.6
Regional Trade Office 198 7.9
Zonal/Subcity Trade Office 851 33.8
Woreda Trade Office 853 33.9
Kebele Office 53 2.1
Ethiopian Investment Agency 81 3.2
Other 11 0.4

Total 2516 100.0

Firms with a business licence were asked how long it took to obtain it. 17.6% of respondents
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do not know. Of those who know, the average delay is 17.7 days (median 7 days). Respondents

were asked how easy it was to obtain a business license. Answers, displayed in Table 20 show

that 68.9% report the process to be very or somewhat easy; 18.6% find it difficult.

Table 20: Ease of obtaining a business license

freq pct

Very easy 724 28.8
Somewhat easy 1004 39.9
Neither easy nor difficult 163 6.5
Somewhat difficult 277 11.0
Very difficult 190 7.6
Don’t know 158 6.3

Total 2516 100.0

The majority of respondents (85.9%) state that public officials check the status of their business

license – mostly by officials from the Woreda (61.6%) or zonal (45.4%) Trade Office, sometimes

by the regional office or the Federal Ministry of Trade. Other public officials (e.g., from the

Kebele office, the Revenue and Customs Authority, or the Ethiopian Investment Agency) occa-

sionally check their business license as well. Table 21 shows that the frequency of these checks

is relatively low for most respondents: 39.8% report being checked infrequently, while 21.6%

are checked annually and 27.1% a few times a year.

Table 21: Frequency of business license checks

freq pct

Weekly 37 1.7
Monthly 156 7.1
A few times per year 596 27.1
Annually 476 21.6
Every 2 years 21 1.0
Infrequently/irregularly 875 39.8
Don’t know 17 0.8
Other 22 1.0

Total 2200 100.0

Some 8.3% of respondents report ever having complained about business licensing to local offi-

cials. The complainers are overwhelmingly firms with a license – who are perhaps complaining
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about informal firms operating without one. Most of the complaints went to the authority most

likely to check business licenses, namely, the zonal and Woreda Trade Office – 30.5% and 29.1%,

respectively. 14.6% of the complaints were made to the Revenue and Customs Authority. As

shown in Table 22, most of these complaints (57.7%) were wholly or partially resolved.

Table 22: Outcome of business license complaint

freq pct

Nothing was done/they didn’t help 55 25.8
Still waiting for an answer 29 13.6
They are still looking into what can be done 6 2.8
Problem was partially solved 59 27.7
Problem was fully solved 64 30.0

Total 213 100.0

Renewal of licenses, permits and clearances

Respondents where asked how many licenses, permits and clearances they renewed in the

12 months preceding the survey. 5.1% reporting no renewal, 54.7% renewed one, 22.1% re-

newed two and 9.8% renewed 3. The rest (7.3%) reported renewing 4 or more, and 1% do not

know.

Table 25 shows that most respondents find that it has become easier to acquire the licenses and

permits required for their business, while Table 26 reports that renewing licenses and permits

has become easier.

Construction permit

Respondents were asked whether they ever applied for a construction permit. 37.9% report

having done so – on average in the year 2004 EC (median 2006). Table 23 shows that the

overwhelming majority are filed with a local Land Management Office – usually at the Woreda

or sub-city level.

Of those who applied for a construction permit, 6.3% report their application was denied or

rejected. In the many cases the rejected applicant does not know the reason for refusal; in
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Table 23: Where the application for a construction permit was filed

freq pct

Kebele Land Management Office 29 3.0
Woreda Land management office 361 37.3
Woreda general office 82 8.5
Sub-city land management office 132 13.6
City land management office 150 15.5
Zonal/subcity land management office 86 8.9
Regional land management office 62 6.4
Federal ministry of construction 38 3.9
Other 29 3.0

Total 969 100.0

other cases construction is denied because of zoning restrictions, improper title, or mapping

issues.6

Some 91.6% of applicants report having ever received a construction permit – on average in

40 days (median 15). These delays compare very favorably to those applying in developed

economies. As shown in Table 24, opinions are more or less equally divided as to whether the

application process is easy or difficult.

Table 24: Difficulty of the construction permit application process

freq pct

Very easy 132 13.6
Somewhat easy 288 29.7
Neither easy nor difficult 89 9.2
Somewhat difficult 160 16.5
Very difficult 260 26.8
Don’t know 40 4.1

Total 969 100.0

Among those respondents whose application was approved, public officials checked the status or

quality of the construction in 65.8% of the cases. Of those who were checked, the Woreda Land

Management Office was mentioned in 47.8% of cases. The rest come primarily from another

local Land Management Office.

6Mapping problems may signal boundary disputes between different regions or administrative units. Such
disputes are known to have occurred during our study period, e.g., between the Oromia and Addis Ababa
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Table 25: Ease of acquiring business licenses and permits

freq pct

Strongly agree 329 12.9
Agree 1220 47.7
Neither agree nor disagree 370 14.5
Disagree 477 18.6
Strongly disagree 164 6.4

Total 2560 100.0

Table 26: Ease of renewing business licenses and permits

freq pct

Strongly agree 388 15.2
Agree 1310 51.2
Neither agree nor disagree 301 11.8
Disagree 416 16.2
Strongly disagree 145 5.7

Total 2560 100.0

Business associations

23.9% of establishments are reported as belonging to at least one business association. 5.9%

belong to two or more and 2.3% belong to three or more. A great variety of association names

are mentioned by respondents, albeit the Chamber of Commerce figures prominently.

Corruption

Respondents were also asked whether, during the application or renewal for licenses, permits,

or utilities, an informal payment was requested or expected by public officials. 82.6% of respon-

dents give a negative answer to the question. A positive answer is given for the following: busi-

ness license (5.8%); special license (0.7%); construction permit (4.4%); import license (0.7%);

export license (0.8%); electricity connection (8.8%); and water connection (3.5%).

Answering ’yes’ to the question does not, however, imply paying a bribe. For instance, of the

148 positive responses for business licenses, 56 report paying a bribe (of a value of $415 on

average – median $104), 30 report not knowing the amount paid, and 62 report paying nothing.

regions.
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A similar pattern is observed for: construction permits – of 114 answering a bribe was requested

or expected, 38 provided no amount, 58 reported a positive payment (average $1731, median

$347) and 18 report paying nothing; electricity connections – of the 224 answering a bribe was

requested or expected, 51 provided no amount, 39 report paying nothing, and 134 report paying

something (average $858, median $131); and of the 89 reporting bribes for water connections,

28 provided no amount, 16 report paying nothing, and 45 report paying something ($155 on

average, median $87).

Similar questions were asked whether bribes were requested or expected when interacting with

labor, health, or other government officials. 92.4% of respondents negatively to the question;

0.7% answer yes for labor officials; 1.2% answer yes for health officials; and 3.6% for tax or

revenue officials. For labor officials, 9 respondents reported paying a bribe (average $295,

median $85); for health officials, 18 respondents reported a bribe amount (average $75, median

$35); and for tax or revenue officials, 44 respondents reported a bribe amount (average $2338,

median $207).

Respondents were then asked more general questions on whether establishments like theirs

’sometimes have to give gifts to various government officials to ”get things done”’. The pro-

portion of positive answers is as follows: federal government officials 7.4%; regional govern-

ment officials 7.3%; zonal/sub-city officials 10.8%; Woreda officials 14%; and Kebele officials

8.8%.

Respondents were then asked how much establishments need to pay for this purpose per year.

87.1% answer ’zero’ or ’nothing’, 5.1% do not know or refuse to answer, and 7.7% report a

positive estimate averaging $1786 per year (median $436).

Finally, respondents were asked whether, in past two years, local government officials were

less likely to take bribes (see Table 27). 25% of respondents agree with this statement; 27.8%

neither agree nor disagree; and 47.2% disagree. Given the wording of the question, however,

this does not necessarily imply that they are taking more bribes.
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Table 27: Are local officials taking less bribes in the past 2 years?

freq pct

Strongly agree 68 2.7
Agree 572 22.3
Neither agree nor disagree 711 27.8
Disagree 740 28.9
Strongly disagree 469 18.3

Total 2560 100.0

Utilities and infrastructure

Communications

While only 36.8% of respondents have a landline, 97.6% have a mobile phone and 56.5% have

a second one. Only 9.8% of respondents have a fax machine, a proportion that unsurprisingly

fell from 12.1% to 7.6% across the two waves. 38.2% of respondents did provide us with an

email address and 7.8% provided us with a web address for the firm.

Electricity

96.5% of respondents state that their establishment has access to the public electricity grid, in

the sense that it is available in their area. 95.1% of establishments are connected to the grid

but only 87.5% have an active account with the electricity company – possibly because they

are connected to the grid through their landlord. 94.9% of firms report requiring electricity

for production or operations. Unsurprisingly, a large fraction of those not reporting to need

electricity have no access to the grid.

A little over half of respondents (54.7%) remember having submitted an application for an elec-

trical connection. Among those, the average number of days to obtain an electrical connection

is 135 days (median 60) from the date of application. Of those who applied, 5% report having

an application denied or rejected (71 observations). 60 of these 71 respondents nonetheless

report a number of days between application and connection – which tends to be larger (229

days) than those who do not report a rejection (129 days). The main reported reasons for

rejection include infrastructure issues (e.g., lack of transformer) or insufficient supply issues. A

26



few respondents blame bureaucracy or corruption.

Among those connected to the grid, 89.6% report experiencing insufficient power for production

or operations. In an average week, respondents report experiencing outages in 3.2 days (median

3). The average duration of an outage is 6 hours (median 5). Respondents report that, over

the last 12 months, they lost on average 17% of their sales (median 10%) due to power outages.

51.6% of respondents have a backup power supply (e.g., generator or battery). This includes

55.5% of respondents without access to the grid, and 51.5% with those with an access. The

loss of sales is significantly smaller for establishments with backup power that face a lot of

outages.

Table 28 shows that the majority of respondents (69.8%) are dissatisfied with electric power

supply. 58.1% of respondents report having filed or raised a complaint regarding electrical

supply. Regarding electricity, most respondents (89.2%) raise complaints first with the elec-

tricity company; some with the Woreda (6%). Respondents estimate that the total time cost

of a complaint would amount to around 6 hours (median 2 hours). Unsurprisingly, respon-

dents who complain are more dissatisfied on average; but many dissatisfied respondents do not

complain.

Table 28: Satisfaction with electric power supply

freq pct

Very satisfied 45 1.8
Satisfied 437 17.1
Neutral 267 10.4
Dissatisfied 772 30.2
Very dissatisfied 1015 39.6
Don’t know 24 0.9

Total 2560 100.0

As shown in Table 29, a large fraction (43.8%) of those who do not complain think the issue

will not be addressed. Another large proportion have no issues (28.7%) or have never thought

of complaining (12.9%). A small fraction blame transactions costs or bureaucracy.

For those who complained, Table 30 shows that 51% of complaints were not resolved at the time

of the survey. About a third of complainers report a partial resolution, and only 14% report a
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Table 29: Reason for not complaining about electrical power

freq pct

Don’t know how/who to talk to 23 2.1
Don’t have time/too time consuming 28 2.6
Never thought to/never considered it 139 12.9
Afraid of repercussions 11 1.0
It’s too bureaucratic 82 7.6
It will not be addressed 470 43.8
No issues/no problems 308 28.7
Other 13 1.2

Total 1074 100.0

full resolution. While these findings are undoubtedly frustrating for establishments, they also

are common in rapidly growing economies where the electrical infrastructure is unable to keep

up with the growth in demand.

Table 30: Outcome of the complaint about electrical power

freq pct

Nothing was done/they didn’t help 446 30.0
Still waiting for an answer 256 17.2
They are still looking into what can be done 61 4.1
Problem was partially solved 512 34.5
Problem was fully solved 211 14.2

Total 1486 100.0

Water

82.8% of establishments report having access to a public water source. Of those, 93.9% are

connected to the public water system. Of those, 88.9% have an active account with the water

company.7 84.2% of respondents require water for production or operations, 85.6% of which

have access to a public water source. In total, 81.4% of establishments who require water for

their operations are connected to a public water source.

Table 31 describes the main sources of water reported by respondents. Two thirds (65.6%) get

7Another 18 respondents report having an active account but no connection – possibly because they are
awaiting a water connection.
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their water from home piped water and another 6.8% from a public tap – meaning that 72.3%

of respondents use public water distribution as their main source of water. 14.1% rely on a

borehole and 5.4% rely on private water delivery.

Table 31: Main source of water

freq pct

Home Piped Water 1678 65.5
Public Tap /Standpipe Water 174 6.8
Borehole 361 14.1
Tanker Truck 84 3.3
Protected dug well 46 1.8
Private delivery (e.g. by horse or carried) 138 5.4
Protected spring water 5 0.2
Unprotected spring water/Unprotected well 8 0.3
Surface water (Pond/Stream) 36 1.4
Rainwater 1 0.0
Bottled water 8 0.3
Other 21 0.8

Total 2560 100.0

41.7% of respondents remember ever applying for a water connection. One third of respondents

cannot recall how long it took for the connection to be established. Of those who remember, the

average number of days between application and connection is 47 (median 30). 45 respondents

recall ever having an application for a water connection denied or rejected. Many respondents

cite technical reasons for the rejection (e.g., lack of water line nearby, lack of pressure); others

blame the situation on bureaucratic incompetence.

Among establishments who require water for their operations, 67.8% report experience insuf-

ficient water supply for production, for 4 days per week on average, each outage lasting on

average for 20 hours (median 24 hours). Establishments requiring water for production report

losing on average 13% of output (median 5%) due to water shortages.

63% of surveyed firms report having a backup source or storage facility for water. If anything,

firms that are connected to the public water system are more likely to have some backup

system: 65.2% compared to 52.3% among those without access. This is true even among those

respondents who use water for production: 68.4% compared to 60%.
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Table 32 shows that a majority of respondents are dissatisfied with the public water supply for

their establishment. 31.2% of respondents report ever complaining about public water supply –

primarily to the Water Supply Agency (83.7%) or to the Woreda (11.5%). Respondents expect

that filing a complaint about water would take on average 4 hours (median 1 hour).

Table 32: Main source of water

freq pct

Very satisfied 163 6.4
Satisfied 569 22.2
Neutral 383 15.0
Dissatisfied 554 21.6
Very dissatisfied 825 32.2
Don’t know 66 2.6

Total 2560 100.0

Those who did not complained were asked why. Their responses are summarized in Table

33. Most reply they either have no issues (43.7%) or have never thought of it (17.2%). Some

29.2% expect the problem not to be addressed; the others bureaucratic or transaction costs

issues.

Table 33: Reason for not complaining about water supply

freq pct

Don’t know how/who to talk to 23 1.3
Don’t have time/too time consuming 26 1.5
Never thought to/never considered it 302 17.1
Afraid of repercussions 18 1.0
It’s too bureaucratic 80 4.5
It will not be addressed 515 29.2
No issues/no problems 769 43.7
Other 28 1.6

Total 1761 100.0

For those who did file a complaint, Table 34 summarizes the outcome. The majority of the

complaints (71.3%) were not satisfied and 17.7% received a partial solution.
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Table 34: Outcome of the complaint about water supply

freq pct

Nothing was done/they didn’t help 373 46.7
Still waiting for an answer 164 20.5
They are still looking into what can be done 33 4.1
Problem was partially solved 141 17.6
Problem was fully solved 88 11.0

Total 799 100.0

Roads

31.9% of surveyed establishments are located immediately on a road and 62.5% are within 30

meters from a main road or all-weather road. Only 1.3% are more than 1 Km from a road. The

average distance to a road is 0.75 Km (median 100 meters). The mean travel time to a road is

5.1 minutes (median 2 minutes).

Respondents report that the average travel time in a private vehicle between their establishment

and the center of Addis Ababa is 1.11 hours to La Gare and 1.08 hours to Piazza (median 1

hour in both cases). The travel time, in a private vehicle, to the nearest minibus or taxi stand

is 6.1 minutes (median 3 minutes), and to the nearest light rail station is 36 minutes (median

30).

38.6% of respondents report that their production or operations have been negatively affected

by traffic or bad roads and bridges. Of those who reported such issues: 57.5% list delays

in inbound deliveries; 44.9% list delays in employee arrivals; 35.4% list delays in outbound

shipments; 25.7% mention diverted business or loss of customers; 14 to 15% each list damage

to raw materials, damage to final products, or reduce quality of its products. Table 35 gives

the reported frequency of these difficulties for those establishments experiencing them. 59.6%

of these firms face these difficulties daily while 20.5% report them to be infrequent.

61.6% of respondents report that their establishment has experienced improvements to trans-

portation infrastructure in the past 12 months. As shown in Table 36, the majority of respon-

dents find the creation of the Superhighways to have been beneficial for their establishment.

The proportion of answers is roughly the same for firms located in the Addis Ababa or Oromia

regions.

31



Table 35: Frequency of traffic or road problems

freq pct

Daily 589 59.6
Weekly 103 10.4
Monthly 34 3.4
Every few months 34 3.4
Annually 25 2.5
Irregularly/infrequently 203 20.5
Other 1 0.1

Total 989 100.0

Table 36: Effect of the Superhighways on the establishment

freq pct

Large positive effect 617 24.1
Small positive effect 986 38.5
No effect 825 32.2
Small negative effect 76 3.0
Large negative effect 29 1.1
Don’t know 27 1.1

Total 2560 100.0

Asked whether they are satisfied about the transportation infrastructure and traffic around

their establishment, the majority of firms (71.5%) report being satisfied or neutral (Table 37.

There is, however, a sizeable proportion of establishments (28.3%) who are dissatisfied. 9% of

respondents report ever complaining about transportation infrastructure and traffic – typically

to the Ministry of Transport, the Woreda, or the Mayor’s office. They estimate the time cost of

a complaint to be close to 3 hours on average (median 50 minutes). Of those who complained,

about a third receive partial or full satisfaction. Among those who did not make a complaint,

the majority report no problem (54.2%) or not thinking of it *19.8%), while 16.9% report the

complaint would not be addressed.

Tax registration and audited accounts

According to respondents, 86% of surveyed establishments hold accounts which, in 91.7% of

cases, are audited. Of those audited firms, 78.8% are audited by an external firm, 43.3% by an
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Table 37: Satisfaction with transportation infrastructure

freq pct

Very satisfied 211 8.2
Satisfied 1124 43.9
Neutral 494 19.3
Dissatisfied 521 20.4
Very dissatisfied 203 7.9
Don’t know 7 0.3

Total 2560 100.0

internal auditor, and 41.4% by the government. Among firms who hold accounts, 76.5% state

that their annual financial statements for the previous fiscal year were checked and certified by

an external auditor.

Table 38 shows that most firms (70.9%) record their sales either daily or more frequently. A

small fraction of firms (2%) declare not recording their sales at all.

Table 38: Reported frequency of sales

freq pct

Yearly 211 8.2
Semi-annually 49 1.9
Quarterly 45 1.8
Monthly 261 10.2
Weekly 128 5.0
Daily 1654 64.6
Hourly or more frequently 162 6.3
Never 50 2.0

Total 2560 100.0

A similar pattern is shown in Table 39 for purchases, except that the average frequency is

slightly lower – probably because bulk purchases are not done as frequently as sales.

The overwhelming majority of firms issue invoices for the goods and services they sell – either

all the time (84.5%) or most of the time (4.1%). A significant fraction of firms (9.8%) do not

issue invoices, however. A similar pattern is observed for purchases: most firms pay suppliers

on receipt of an invoice either all the time (72.7%) or most of the time (13%). 7.2% of firms do

not receive invoices. A large fraction of firms (81.4%) conduct both of their sales and purchases
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Table 39: Reported frequency of sales

freq pct

Yearly 105 4.1
Semi-annually 43 1.7
Quarterly 48 1.9
Monthly 325 12.7
Weekly 311 12.1
Daily 1439 56.2
Hourly or more frequently 239 9.3
Never 50 2.0

Total 2560 100.0

with invoices all or most of the time. But only 4.4% of firms never use invoices either for sales

or purchases. Put differently, a large fraction of those who do not sell with invoices do purchase

with invoices, and vice versa.

Most respondents (97.9%) report having a tax identification number (TIN), and 94.6% of them

were able to provide that number to the enumerator. The average year in which the TIN was

assigned is 2004 EC. 78% of firms with a TIN state they had it since the inception of the

firm.

A large fraction of respondents (77%) state being registered for VAT, on average since 2004

EC. Only 47% of firms report that they were registered for VAT since their inception – which

is unsurprising given that the introduction of VAT in Ethiopia is relatively recent. Of those

who remember, the average reported number of days for obtaining a VAT registration is 8.6

days (median 3). Only 7.2% of registered respondents report that getting registered for VAT

was difficult.

65.1% of firms report being checked for VAT registration by officials of the Revenue and Customs

Authority coming mostly from the Woreda (41.6%) or city zone (40.3%) level. Table 40 shows

the reported frequency of VAT checks: 42.6% report them to be irregular and many report

them to occur annually (11.3%) or a few times a year (20.2%).

Of the firms who state being registered for VAT, 42.5% state ever having applied for a VAT

refund – something that would occur when the VAT the firm paid on its purchases exceeded

that reported on its sales. This could arise because of a large purchase – e.g., machinery
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Table 40: Reported frequency of VAT registration checks

freq pct

Weekly 74 4.5
Monthly 299 18.2
A few times per year 332 20.2
Annually 185 11.3
Every 2 years 15 0.9
Infrequently/irregularly 698 42.6
Don’t know 22 1.3
Other 15 0.9

Total 1640 100.0

– or because the firm under-reported its sales. The average reported delay for receiving a

VAT refund is 9.6 weeks (median 4). Of those who applied for a refund, 15.8% report ever

receiving a refund inferior to that requested while 17.1% do not answer the question. For those

who report receiving a refund smaller than requested, the average amount received is 57.6%

(median 70%).

Among those registered for VAT, 21.1% report ever complaining about VAT to local officials.

This proportion rises to 30.2% among those who requested a refund and to 43.2% among those

who did not receive a full refund. The overwhelming majority of the complaints go to the

Revenue and Customs Authority – primarily at the Woreda or City zone level. The time cost

of a complaint is estimated to be 5 hours (median 1 hour). Table 41 shows that, in most cases,

the complaint is fully (37.9%) or partially (21.4%) solved. Another 17% are still waiting for an

answer.

Table 41: Outcome of a complaint about VAT

freq pct

Nothing was done/they didn’t help 103 23.7
Still waiting for an answer 60 13.8
They are still looking into what can be done 14 3.2
Problem was partially solved 93 21.4
Problem was fully solved 165 37.9

Total 435 100.0

Those who did not complain about VAT were asked why. 82.7% report having no problem and
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another 10.9% never having thought about it.

Respondents were asked whether they ever requested a tax exemption. 13.1% state that they

did. Of those, 61.3% applied for a tax holiday; 31.0% applied for a duty drawback or re-

mission; and 18.8% applied for another tax exemption. Of those who applied, 59.5% were

successful.

Finally, respondents were asked how many times in 2010EC their establishment was inspected

by tax officials or required to meet with them. 30.8% report they were not. 4% do not know

or refuse the answer. For those who report being inspected, the number of inspections was 3.4

in 2010EC (median 2). Of those inspected by the Revenue and Customs Authority, 41% were

visited by the Woreda office, 38.2% by the sub-city zone office, 21.3% by the city office, and

19.7% by the Federal office. 12.1% of respondents report being fined in 2010EC. The average

reported fine was $19K (median $435).

Financial information

Wave 2 respondents were asked to provide basic financial information about the firm. Approx-

imately 70% of them did so, with some variation across questions. We summarize here the

available information which, for ease of interpretation, we have transformed US dollars at the

exchange rate prevailing at the time of the survey. The reader should also keep in mind that

the number of reporting firms is larger for last fiscal year, 2010EC than for the year before that,

at least partly because of new firms. Since new firms tend to be smaller than older firms on

average, the reported financial figures for 2010EC tend to be smaller on average. For 81.8% of

respondents, the figures provided to enumerators relate only to the surveyed establishment; for

15.9% of respondents, it includes other establishments.

Total reported annual sales are $3,910K for 2009EC (median 63.3K) and $1,829K for 2010EC

(median 69.0K). The large difference between the two years is driven primarily by a small

number of outliers – medians are much more comparable across years and provide a more

accurate depiction of the evolution of the economy across the two survey waves.

Average revenue from exports was $147K in 2009EC and $150K in 2010EC. In both cases the

36



median is 0 given that in 2009 and 2010, no revenue from exports was reported by 94% and

94.4% of respondents, respectively.

The reported total cost of goods sold is on average $1,566K in 2009EC and $1,211K in 2010

– a difference that is, again, driven primarily by outliers. Medians are $37.9K for 2009EC

and $40.1K for 2010C. These figures are of the same order of magnitude as the median sales

reported earlier. Of this amount, labor costs account for, on average, $102K in 2009EC and

$87.9K in 2010. The corresponding medians are $6.5K in 2009EC and $6.9K in 2010EC. These

figures imply that labor costs account for around 17% of the cost of goods sold – the rest being

taking primarily by raw materials.

Average operating expenses are $186.4K in 2009EC and $22,3K in 2010EC. The corresponding

medians are $6,4K in 2009EC and $6,9K in 2010EC – approximately equal to the total cost of

labor. Among operating expenses, transport costs account for $25.9K in 2009EC and $39.3K

in 2010EC – with much smaller medians of $208 in both years, a finding driven by the fact

that a large fraction of respondents incur no transport costs. Reported electricity costs are on

average $8.6K in 2009EC and $10.1K in 2010EC – with medians of $331 and $333, respectively.

Respondents report spending on average $9.3K per year on rental costs for land, buildings and

equipment in 2009EC, and $8.9K in 2010EC – with medians of $250 and $402, respectively.

Reported financial costs are, on average, $55.9K in 2009EC and $63.0K in 2010EC. This, again,

hides large disparities between firms: 67.6% of firms report no financial costs in 2009EC, and

66.6% do the same for 2010EC.

Respondents report profits before corporate tax of $268.7K in 2009EC and $276.2K in 2010EC.

The corresponding medians are $7,776 and $7,231. The median profit rates (i.e., profits divided

by sales) are 12.8% in 2009EC and 13.2% in 2010EC. The corresponding averages are much

higher (62% in 2009EC and 27.5% in 2010EC) but driven by a small number of outliers.

Respondents were also asked to report the equity capital or capital stock of the firm. The

average value for 2009EC is $1,616K for 2009EC and $1,296EC for 2010EC. The corresponding

medians are $61.9K and $52.0K. The median return to capital (i.e., profits divided by capital

stock) is 20.5% in 2009EC and 23.3% in 2010EC. We do not report the average return to capital

because they are too noisy.
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As an alternative measure of profitability, respondents were asked to estimate the amount of

funds that the establishment was able to save each month over the past year. This question was

also asked to wave 1 respondents. The average answer is $17.1K per month in wave 1 and $6.3K

in wave 2. Across both waves, however, 62.6% of respondents report saving nothing.

Banking and credit

Surveyed establishments are on average 1.66 Km (median 0.5 Km) from the nearest bank

branch. 74.3% of respondents report having an establishment-specific current account with a

bank, and 44.7% report having an establishment-specific savings account. In total, 86.6% of

respondents have either a current account, a savings account, or both. Respondents were also

asked whether they maintain separate financial accounts from the rest of the firm. 36.2% state

this does not apply to them; 47.7% state they do; and 16.1% respond that they do not.

Respondents without a current account in a bank were asked why. Table 42 summarizes their

responses. The dominant answer (57.2%) is that the respondent uses a personal account instead.

21.1% state that they do not have enough funds for the initial deposit, and 13.8% that they

prefer to save in other ways.

Table 42: Main reason for not having a bank account

freq pct

Don’t trust banks 4 0.6
Don’t have enough for activation/initial deposit 139 21.1
Use a personal account 377 57.2
Don’t need or want one/save my money in other ways 91 13.8
Emptied accounts for purchases or emergency/account is no longer active 7 1.1
Don’t know how/don’t know where to open an account 25 3.8
Other 16 2.4

Total 659 100.0

A similar question was asked to those with a current account in a bank. Responses are tabu-

lated in Table 43. The main reasons are to make transactions (44.3%) and transfers (38.9%)

easier.

Respondents were asked whether their establishment has the ability to receive credit separately
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Table 43: Main reason for having a bank account

freq pct

Safety/security 281 14.8
Interest 8 0.4
Promotes saving 24 1.3
Makes transactions easier 842 44.3
Makes transfers easier 739 38.9
Other 6 0.3

Total 1900 100.0

from the rest of the firm. For 38.7% of respondents, this question is not applicable because their

firm has a single establishment; 43.4% state they could; and 17.9% that they could not. There

is some correlation between this answer and whether the establishment maintains separate

financial accounts.

Only 11.6% of firms report having an overdraft facility or line of credit. Of those who have a

line of credit, 65.7% have a single one while 19.5% have two. For firms with a line of credit,

the average limit on their main line is $579K (median $218K), which is quite large – suggesting

that only large firms have access to overdraft facilities. There is considerable variation in the

interest rate charged on the firm’s line of credit for those who have one. The average rate is

13.3% (median 14), with a standard deviation of 4 percentage points. 10.8% of respondents

report not providing specific collateral for the overdraft facility. The rest report primarily

offering buildings (72.6%) or machinery and equipment (16%) as collateral. After including

(with a zero value) those who do not provide collateral, the average value of the collateral is

$1,028K (median $693K). The median collateral/line-of-credit ratio is 2.1, with a lot of variation

across firms.8

36.8% of respondents report having taken a loan from formal or informal sources in the five

years preceding the survey. The main reported reasons for not taking a loan are: no need

for a loan (67.6%); lack of collateral (14.8%); and high interest rates (11.5%). In addition,

4.9% fear being in debt and 4.3% list religious reasons. Based on this, it appears that only a

small proportion of surveyed establishments are credit constrained in the traditional sense, i.e.,

8Large ratios can arise when the firm registered collateral with the bank to guarantee past credit and this
collateral remains on the bank’s books after the loan has been fully paid off, so as to economize on collateral
registration costs should the firm require a new loan.
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wanting a loan but unable to get it. The rest do not want to take a loan.

For those who took at least one loan in the past five years and remember, the average number

of loans is 2.2 (median 1). In terms of number of loans, most loans come from banks (1.1 loans

on average), MFI’s (0.7 loans on average), and family and friends (0.8 loans on average). 15

respondents took one or more loans from a supplier. Loans from other sources (e.g., government,

NGO, moneylenders, or suppliers) are even less frequent. A similar picture emerges for loan

values. Accumulated over five years for takers, the average value of loans from banks is $630K

(median $218K) for those who took bank loans. Loans from suppliers are large as well: $167K on

average (median $35K). For those who took MFI loans or loans from friends, the corresponding

figures are $16K (median $5.2K) and $39K (median $7.6K), respectively. This shows that

MFI’s make much smaller loans than banks or, even, friends – conditional on receiving a loan.

Bank loans, however, cost more: the average interest rate on bank loans is 15.1% (median

14%) compared to 10.6% (median 10%) for MFI’s, 6.5% for suppliers (median 2.5%), and 0.3%

(median 0%) for loans from family and friends. In terms of duration, the average (and median)

duration for a bank loan is three years, two years for an MFI loan or supplier loan, and around

one year for a loan for family and friends.

Among borrowers, 78.2% currently own money on a loan. The average outstanding balance

among these borrowers is $536K (median $30K).

In terms of repayment performance, 47.8% of respondents declare never having been in arrears

in the past five years, 10.2% admit having been in arrears, and 41.2% prefer not to answer. Of

those who admit having been in arrears, 50.6% report a single occurrence. The average number

of occurrences is 2.6 for those to report having been in arrears. Similarly, 47.4% of respondents

report not having defaulted on a loan in the past five years, 10.3% admit having defaulted on

a loan, and 41.2% prefer not to answer. Overall among borrowers, 14.4% admit having been

either in default or in arrears in the past five years.

Establishments that did not take a loan in the past 5 years were asked whether they ever took

a loan. 18.1% of them report doing so.

Respondents were then asked to focus on their last loan, which on average dates from year

2007EC (median 2008EC). In terms of origin, the last loans resemble recent ones: 57.4% from
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banks, 27.0% from MFIs, 13.0% from family and friends, and 15 from suppliers. Across all

firms, the average value of their last loan was $444K (median $26.9K). Of these borrowers, 62%

report having paid the loan in full, 36.3% report still paying off the loan, and 1.7% report being

in default (5 respondents).

Respondents were asked whether their establishment could borrow money for a major purchase

or an expansion of their machinery, equipment or vehicles. 63.5% say they could. To see

whether ability to raise funds is affected by past repayment performance, we create a dummy

variable equal to 1 if the respondent reported ever being in arrears in default. We then compare

reported ability to borrow between firms who never borrowed, those who borrowed but did not

report repayment difficulties, and those that reported difficulties. Among those who never

borrowed, the percentage of positive answers is 55.2%. This rises to 73.4% among those who

borrowed and did not report repayment problems, and falls to 65.8% among those who report

some repayment difficulty.

Respondents who answered they could borrow if needed were then asked from which sources

they could borrow. 76.1% mentioned banks, 24.4% MFIs, 12.1% family and friends, and 3.3%

suppliers. Table 44 shows the source of finance they would approach first. Answers are simi-

lar.

Table 44: Main potential source of lending

freq pct

Bank 1143 70.3
MFI/Credit association/SACCO 323 19.9
Government Agency 7 0.4
NGO/Religious institution 2 0.1
Family/friends 123 7.6
Supplier/other business 13 0.8
Other 14 0.9

Total 1625 100.0

When asked how much they could borrow, 55.1% of respondents do not provide an esti-

mate. Among those those who do, on average they report being able to borrow $733K (me-

dian($69.4K). The average interest rate they forecast on their borrowing is 13.5% (median 12%)

and the average duration is 40 months (median 36). On average these respondents estimate
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it would take 63 days between loan application and disbursement of the funds (median 30

days).

In terms of perceptions, Table 45 show that 31.1% of surveyed firms report that, in their

opinion, borrowing has become easier in the past two years while 44.8% think it has become

more difficult. These proportions vary, however, depending on the respondent’s past experience

with loans. Those who have never borrowed are most likely (39.4%) to report that the situation

has not changed while 40.8% think it has worsened. Among those who have borrowed in the

past and had no repayment difficulties, 35.6% think access to loans has improved and 47.5%

that it has worsened, while among those who did experience repayment difficulties in the past,

28.5% report an improvement and 62.7% report a worsening.

Table 45: Improvement in access to loans

freq pct

Strongly agree 84 3.3
Agree 607 23.7
Neither agree nor disagree 721 28.2
Disagree 750 29.3
Strongly disagree 397 15.5

Total 2559 100.0

Foreign exchange

Respondents were asked whether they requested foreign currency in the 12 months preceding

the survey. 20% reported doing so, on average 7.8 times (median 3 times). Table 46 lists the

different banks from which respondents requested foreign currency. Most requests are addressed

to the two oldest banks of the country, the Commercial Bank (48.2%) and the National Bank

(15.2%). The Table also documents the large number of other banks now operating in the

heartland of the country.

Of those who applied for foreign currency in the past 12 months, 38.6% report that at least

one of the requests was unfulfilled or rejected. On average, those who report rejections state

that 62.5% of their requests were unfulfilled. The main reason given is the shortage of foreign

currency in the country. On average it takes 20 weeks (median 19) for a currency request to
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Table 46: Bank from which the firm requested foreign currency

freq pct

National Bank of Ethiopia 74 15.2
Commercial Bank of Ethiopia 234 48.1
Awash International Bank 36 7.4
Wegagen Bank S.C. 12 2.5
Zemen Bank 6 1.2
Oromia International Bank 18 3.7
United Bank 16 3.3
Addis International Bank 4 0.8
Lion International Bank 5 1.0
Development Bank of Ethiopia 17 3.5
Dashen Bank 30 6.2
Bank of Abyssinia 10 2.1
Nib International Bank 8 1.6
Cooperative Bank of Oromia 11 2.3
Buna International Bank 1 0.2
Berhan International Bank 3 0.6
Enat Bank 1 0.2

Total 486 100.0

be answered, either positively or negatively. Of those who applied, 15 (3.2% of respondents)

report that an informal gift or payment was expected or requested.

Among firms requested foreign currency, 58.1% report losing business or failing to fulfill a

contract due to lack of access to currency or delays in receiving it. For these respondents, Table

48 report the specific effect on the respondent’s business. The most commonly cited issue is a

missed opportunity to make a purchase (67.8%), followed by loss of business to a competitor

(13.5%) and failure to fulfill a contractual obligation (11.4%). These respondents report an

average loss of revenue of 31.7% (median 25%).

Given this situation, it is perhaps unsurprising that a large fraction of respondents (48.6%)

perceive that the foreign exchange situation has worsened in the 12 months preceding the

survey (Table 48). This proportion is much higher among firms who requested foreign currency

in the past (84.5%) compared to those that did not (39.7%).
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Table 47: Business consequences of difficult access to foreign currency

freq pct

Lost contract/business to competitors 39 13.5
Missed opportunity to make a purchase 196 67.8
Failed to fulfill contractual obligations 33 11.4
Faced penalities (e.g. price reduction) 4 1.4
Loss of reputation 7 2.4
All or part of shipment was lost/spoiled 10 3.5

Total 289 100.0

Table 48: Business consequences of difficult access to foreign currency

freq pct

Strongly agree 14 0.5
Agree 93 3.6
Neither agree nor disagree 1208 47.2
Disagree 678 26.5
Strongly disagree 566 22.1

Total 2559 100.0

Machinery and capital

92.5% of respondents report owning machinery, equipment, or vehicles. The average value

of the establishment’s physical capital stock is $779K (median $21.8K). The last purchase of

physical capital was made on average in mid-2008EC (median 2009). The average value of the

last purchase is $145K (median $2.2K). Table 49 shows that about half of all new equipment

purchases are imported, a third of the time by the firm directly and the rest of the time by an

importer. Half of capital purchase come from Ethiopia. 11.5% of the recently purchased capital

is used – about half of which is imported either directly or indirectly by the firm. In terms of

funding, 89.3% of recent capital purchases are financed internally from owned funds. For the

10.7% of establishments who used external funds, the average percentage funded externally is

80.6% (median 100%).

Firms were also asked whether rent or borrow equipment, machinery or vehicles. 12.7% of

establishments report doing so, for a total value of $92K (median $8.7K). The average re-

ported rental cost per year is $93.2K (median $3.7K) – but not all establishments may rent the
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Table 49: Source of most recent capital purchase

freq pct

Imported directly 391 16.5
Imported indirectly (through trader/importer) 786 33.2
Not imported (bought in Ethiopia) 1114 47.0
Don’t know 66 2.8
Other 11 0.5

Total 2368 100.0

equipment full time.9

Table 50 breaks down the main origin of the establishment’s capital by country of origin. We

see that 28.4% comes from Ethiopia. The main countries supplying machinery and equipment

to the surveyed firms are China (31.8%), Japan (13.8%), and Italy (9.6%). Respondents report

spending on average $17.6K (median $436) per year on capital maintenance.

Table 50: Main country of origin of machinery, equipment, and vehicles

freq pct

Ethiopia 672 28.4
South Sudan 1 0.0
South Africa 5 0.2
Other African countries 6 0.3
China 752 31.8
Korea 67 2.8
Japan 327 13.8
Other Asian countries 31 1.3
Turkey 49 2.1
Italy 227 9.6
Russian and the former USSR 3 0.1
Germany 58 2.4
Other European countries 59 2.5
Middle East 32 1.4
Americas 28 1.2
Other 51 2.2

Total 2368 100.0

More detailed information was collected on the use of computers in wave 2. 54.9% of estab-

9The average rental cost appears high relative to the reported capital value, but seems to be driven by a few
outliers.
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lishments report using them. Of those, 60.4% have between 1 and 4, 15.6% have between 5

and 9, and 23.9% have 10 or more. When present in the firm, these computers are largely used

by senior managers: in 86.8% of these establishments, all senior managers use computers, and

in another 7.7% some of the senior managers use them. Usage is also high among professional

and clerical staff: in 65.9% of establishments with computers, all of them use computers, and

in another 21.8%, some of the professional and clerical staff use computers. Production work-

ers, on the other hand, are less likely to use computers: in only 4.7% of establishments with

computers do all production workers use computers, while in 27.3% of them, some production

workers use computers.

Respondents in wave 2 were asked whether they use computerized records or paper records only

for six categories of accounts: inventories; supplies; suppliers; customers; sales; and contracts.

For inventories, computerized records are used by 36.9% of establishments, while 12.8% of

them report not keeping inventory records. Similar figures are reported for supplies: 35.4%

keep computerized records, 15.2% keep no records, and the rest keep paper records only. For

suppliers and consumers, 35.0% and 34.5% keep computerized records, respectively; and 21.7%

and 26.8% don’t keep records. 31.9% of establishments keep computerized records of contracts

while 20.9% keep no records. It is for sales that computerized records are most favored: 41.1% of

surveyed establishments use them, while 8.5% keep no record of sales. 22.2% of establishments

report using email to communicate with clients and suppliers.

68.8% report planning for their future resource use. Among these establishments, 62.8% report

to plan annually and 20.2% quarterly or bi-annually, and 14.5% monthly or weekly. Among

these firms, 42.7% report keeping its records for future resource use on computer, while 43.6%

keep them only on paper, and 13.8% do not keep them.

Competition

Most sampled firms (69.5%) report producing a single product or service, usually defined in

broad terms. The average is 2, with 13.7% of firms reporting three or more products. In order to

ascertain the extent of firm product diversification, we first calculate the ratio of reported sales

of their three main products in 2010 (Ethiopian calendar) to the total reported sales for that
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year in their financial accounts. We should note that only 25% of firms did provide information

on financial accounts. With this caveat in mind, we find that 15% of firms have a ratio less

than 0.9, meaning that for 85% of firms, their three main products represent 90% or more of

their sales, suggesting that these three main products capture the bulk of the firm’s output.10

We also calculate the fraction of the sales of the three main products that is accounted for

by the main product. Only only 25.3% of firms report a fraction less than 90%; for 72.3% of

respondents, the main product accounts for all their sales. Together, these statistics suggest

that sampled firms are not very diversified.

Sampled firms sell primarily on the domestic market. Among those firms that reported financial

accounts, 93.8% report no exports while 2.5% (22 firms) report reporting all their output. The

mean share of exports is 4.6%. We have similar information for their three main products, with

a much higher response rate. On average, firms report exporting 10.9% of their main product;11

85.5% export nothing while 5% export all their main product.

On average, sampled firms state having initiated production of their main product in 2003

EC, that is, 7 years prior to the survey (median 5). We therefore asked firms whether they

introduced a new technology or production process in the two years preceding the survey. Only

12.8% of firms report doing so (15.2% in Oromia, 10.5% in Addis). As shown in Table 51, the

main reason for innovating is the expansion of production, mentioned by 52.6% of firms. Among

innovators, the average reported expansion of production is 30% (median 20%). Reducing costs

is mentioned by 22% of innovating firms.

The most common source of the new technology is direct or indirect import (Table 52), jointly

representing 46.8% of answers. The rest either source the technology domestically (41.6%) or

did not introduce any physical new technology (10.1%).

Table 53 presents the labor needs reported by firms that adopted new technology. Only 11.6%

of firms report no specific labor needs. 55.7% mention hiring new skilled employees and 57.2%

re-training their existing employees. 30% also employed consulting services.

10Around 8% of firms (60 firms) report sales of their main products to be larger than their total sales –
suggesting that they under-reported their total sales in their financial accounts. The median ratio among
under-reporting firms is 15%, meaning that the combined sales of their three main products are 15% higher
than their reported sales. Only a handful of firms exceed 30% under-reporting.

115.7% for their second main product and 4.9% of their third main product, if relevant

47



Table 51: Reason for introduction new technology or production process

freq pct

The establishment needed to save money/reduce costs 72 22.0
The establishment imitated other local firms 47 14.4
The establishment imitated foreign firms 19 5.8
The firm needed to expand production 172 52.6
Other 17 5.2

Total 327 100.0

Table 52: Source of new production technology

freq pct

Domestically 136 41.6
Indirect import (through trading company) 71 21.7
Direct import 82 25.1
Not applicable 33 10.1
Other 5 1.5

Total 327 100.0

Turning to suppliers, we ask how many regular suppliers of material inputs the firm has. The

situation is contrasted. 7.5% of respondents report not having any regular supplier, while 25.9%

state having too many to count – which is somewhat similar. In addition, 1.5% either do not

know or fail to respond. This leaves 65.1% of firms having regular suppliers, with a mean of

8.9 regular suppliers (median 4). Of these, 5.6 on average are based in Addis (median 3) –

7.0 for firms based in Addis and 4.1 among firms based in Oromia. This suggests a high level

of economic integration between the two regions. Among firms with regular suppliers, 79.7%

have none outside Ethiopia. Among those with regular suppliers outside Ethiopia, the average

number is 4.7 (median 2). Firms were also asked how many, in addition to regular suppliers,

could provide similar material inputs. Answers are again contrasted. 46.2% state that potential

alternative suppliers are too many to count, while 16.1% state there are none and 13.2% either

don’t know or fail to respond. This leaves 24.5% of firms reporting an average of 4.7 alternative

suppliers (median 2).

Table 54 provides a breakdown of the geographical origin of material inputs. About two third

come from domestic private suppliers – 32.8% located within 15 Km of the firm, and 31.6%
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Table 53: Labor needs to accommodate new technology

pct

c16 1 55.7
c16 2 57.2
c16 3 30.0
c16 4 11.6
c16 999 0.3

located further away in Ethiopia. About a quarter come from imports – 16.3% from local

importers and 9.5% directly from suppliers abroad. 5.4% come from government agencies and

state owned enterprises. Sampled firms were asked where the establishment of their main

supplier is located. 43.4% did not provide an answer (51.6% in Oromia and 35.4% in Addies.

Of those Oromia respondents who provided an answer, 53.9% have their primary supplier in

Addis and 42.2% in Oromia, while 91.6% of Addis respondents have their main supplier in Addis

as well. This again confirm the deep market integration between firms in the two regions.

Table 54: Geographical origin of material inputs

pct

c22 1 16.3
c22 2 3.0
c22 3 2.4
c22 4 32.8
c22 5 31.6
c22 6 0.9
c22 7 2.6
c22 8 9.5
c22 999 0.6

In terms of quality of supplies, 63.4% of respondents report facing no problem. The average

percentage of poor quality material inputs is 5.2%, with a minority of respondents reporting

a lot more. The majority of firms receive no credit from their suppliers: 72.3% in Addis and

80.3% in Oromia, possibly reflecting differences in firm age and size. Among firms that receive

supplier credit, about half of their input purchases are made with supplier credit. The mean

credit duration is 33 days (median 30). Of those who do not get supplier credit, the majority

report that they either do not need credit (46.2%) or that they do not wish to go into debt

(6.1%); the rest (46.4%) say the supplier is not willing to provide credit.

49



18.6% of respondents report importing material inputs directly from abroad, and another 2%

report importing in the past – often from Asia. The average number of days between arrival

of the goods at their port of entry and the clearing of customs is 42 days (median 30). Of

those who imported in the past but stopped importing, several mention the lack of foreign

exchange.

14% of respondents currently have an import license, which took them on average 18 days to

obtain (median 7). Table 55 shows that the majority of respondents found the process easy

(64%); only 19.7% found it difficult.

Table 55: Ease of obtaining an import license

freq pct

Very easy 73 22.8
Somewhat easy 132 41.2
Neither easy nor difficult 52 16.2
Somewhat difficult 37 11.6
Very difficult 26 8.1

Total 320 100.0

Turning to customers, respondents were asked how many regular customers they have. About

half say they have too many to count (49.5%) while 6.7% say they have none. The average

among those with regular customers is 30 (median 6), and the average number of regular

customers in Addis is 22 (median 5). 87.8% of respondents with regular customers report no

regular buyers abroad; those who do report an average of 7.3 (median 3).

Table 56 break downs sales by destination. Most sales are local: 40.9% in the same town; 36.2%

in the same region woreda, city, or region; 16.2% in other regions; and 5.7% abroad. As shown

in Table 57, most buyers are individual consumers (63%) and another 18.5% go to other private

firms. State enterprises represent 8% of sales and exports 5.3%.

Respondents report that 76.1% of their sales go to their main customer (median 95%), but this

probably refers to the customer type reported in Table 57. In Table ?? we show the geographical

location of the firm’s main customer: 52.9% are in the same town; 22% are in Addis Ababa

(for firms located in Oromia); and 5.5% are abroad. This pattern is similar to that presented

in Table 56. Some 6.8% export either directly (91.5% of exporters) or indirectly through an
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Table 56: Geographical destination of outputs

pct

c56 1 40.9
c56 2 10.5
c56 3 13.8
c56 4 11.9
c56 5 16.2
c56 6 5.7

Table 57: Breakdown of customers by category

pct

c57 1 63.0
c57 2 18.5
c57 3 1.0
c57 4 8.0
c57 5 2.1
c57 6 5.3
c57 999 0.7

intermediary (8.5%), and another 20 firms exported in the past. Exporters report needing 21

days on average to obtain an export license (median 8.5).

In terms of competition, 48.1% of firms report having too many competitors to be able to

count them; 7.8% say they have no competitor (monopoly) and 7.1% that they only have 1

or 2 competitors (oligopoly). Among those who report at least one competitor, the average

number is 92. This number is heavily influenced by a handful of wild outliers, however: the

median is 5; 80% have 15 or less; and 90% have 40 or less. This depicts a highly contrasted

picture of competition: half of the firms have countless competitors, a quarter have no or few

competitors; and a quarter have a countable number of competitors. A similar picture emerges

if we reframe the question as the number of alternative suppliers that customers could buy a

similar product: about half of respondents either do not know or postulate a countless number

of alternative sources while 8.8% state they are the only alternative. The mean number of

alternative suppliers, among those who provide a number, is 22.7 (median 5).

Tables 59 to 61 presents respondents’ perceptions regarding the strength of competition from

formal domestic firms, informal domestic firms, and foreign imports. Most firms describe com-
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Table 58: Geographical location of main customers

freq pct

In the same town as this establishment 1353 52.9
In Addis Ababa (if establishment is elsewhere) 562 22.0
In Bishoftu (if establishment is elsewhere) 17 0.7
In Adama (if establishment is elsewhere) 5 0.2
In the same zone as this establishment 86 3.4
In the same region as this establishment 101 3.9
In a different region in Ethiopia 100 3.9
In a different country (abroad) 141 5.5
. 1 0.0
Not applicable 184 7.2
Other 10 0.4

Total 2560 100.0

petition from formal domestic firms to be very strong (58.9%) or strong (27.4%). In contrast,

most firms find informal firms to be no competition (43.5%) or not very competitive (8.8%).

A significant fraction of respondents (47.7%) nonetheless report facing competition from infor-

mal firms – more so in sectors such as wood products; agro-processing; chemical/gas products;

and textile and garments; less so in construction, agriculture, mining and quarrying, and other

manufacturing.

Table 59: Competition from formal domestic firms

freq pct

Very competitive 1507 58.9

Somewhat competitive 702 27.4

Not very competitive 163 6.4

No competition 187 7.3

Total 2559 100.0
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Table 60: Competition from informal firms

freq pct

Very competitive 752 29.4

Somewhat competitive 468 18.3

Not very competitive 225 8.8

No competition 1114 43.5

Total 2559 100.0

Regarding imports (Table 61), the overwhelming majority of respondents report facing no

competition from foreign imports (81.8%). A few sectors concentrate most of these responses:

flowers and leather, metal, and wood products. Among those reporting competition from foreign

imports, 36.1% mention China as the main country of origin (Table 62). Turkey and Kenya

both account for more than 5% of the responses. The rest are dispersed across a wide list of

countries.

Table 61: Competition from foreign imports

freq pct

Very competitive 266 10.4
Somewhat competitive 131 5.1
Not very competitive 70 2.7
No competition 2092 81.8

Total 2559 100.0

The final Table of this section (Table 63) summarizes respondents’ sentiment regarding the

evolution of competition in their market. Most respondents (62%) report more competition,

compared to 21.7% who report less.
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Table 62: Main country of origin of competing foreign imports

freq pct

Ethiopia 55 12.7

Djibouti 2 0.5

South Sudan 2 0.5

Sudan 4 0.9

Kenya 28 6.5

South Africa 2 0.5

Nigeria 4 0.9

Other African Country 5 1.2

UAE 5 1.2

Yemen 1 0.2

Saudi Arabia 13 3.0

Egypt 7 1.6

Israel 17 3.9

Turkey 35 8.1

Other Middle Eastern Country 15 3.5

USA(America) 6 1.4

Canada 1 0.2

Other American Country 2 0.5

UK/England 4 0.9

Germany 1 0.2

Italy 10 2.3

Netherlands 20 4.6

France 4 0.9

Denmark 1 0.2

Other European Country 12 2.8

China 156 36.1

Japan 1 0.2

Russia 1 0.2

Other Asian Country 18 4.2

Total 432 100.0
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Table 63: Recent evolution of market competition

freq pct

More competitive 1572 62.0

Less competitive 549 21.7

Remained the same 414 16.3

Total 2535 100.0

Labor

Workforce

69.4% of establishments report operating a single work shift, while 24.8% run two and 5.4% run

3. The total number of employees at start-up was 23.8 (median 8). Only 2.6% of respondents

report having one or fewer employees at startup. The total number of employees the establish-

ment has on its payroll at the time of the survey is on average 63.4 (median 15) – divided into

56.1 permanent employees (median 12) and 7.7 seasonal employees (median 0). The average

length of employment for seasonal workers is 4.5 months (median 3). The average number of

female workers is 29.8 (median 5). The average proportion of female workers is 40.5% (median

40%). 7.6% of firms employ only men and 1.3% employ only women.

Broken down by occupation, the average number of employees are as follows: senior managers

2.5 (median 1), of which 0.5 women (median 0); professionals and clerks 4.6 (median 1), of which

1.7 women (median 0); support staff 10.8 (median 3), of which 3 women (median 1); production

workers 41.7 (median 5), of which 22.2 women (median 2); and client service workers 4.3 (median

1), of which 2.4 women (median 0). In addition, on a typical week, surveyed establishments

employ on average 5.1 casual workers. 70.8% of establishments report not employing casual

workers.

The average monthly earnings are as follows, broken down by occupation: senior managers

$332 (median $173); professional and clerical $186 (median %131); support staff $71 (median

$52); production workers $108 (median $69); and client service workers $70.3 (median $43.6).

55



For casual workers, the average daily earnings are $8.11 (median $3.47). On average, full-time

employees work 54 hours per week (median 48 hours). On average across firms, 88% of full-time

workers are paid monthly, 4% bi-monthly, and 5% weekly. Respondents also report employing

on average 76.1 paid workers (median 20), 0.5 unpaid family workers, and 0.1 unpaid non-family

workers (e.g., apprentice).

In terms of origin, respondents estimate that on average 39.3 the establishment’s employees

come from other urban areas (median 30%), and 41.9% come from rural areas (median 40%).

The average age of a permanent full-time manager is 38.1 (median 36) and that of a non-manager

is 28.2 (median 27). Among managers, 10.7% have primary education or below; 23.4% have

a high school diploma; 13.2% have a non-vocational diploma; 42.2% have a university degree;

and the rest have some form of vocational degree. Among non-managers, 45.4% have primary

education or below; 27.5% have a high school diploma; 7.1% have a non-vocational diploma;

5.3% have a university degree; and the rest have some form of vocational degree. The average

length of tenure in the establishment is 5.1 years for managers (median 4) and 2.8 years for

non-managers (median 2). The average number of years of experience in the same sector is 7.6

for managers (median 6) and 3.7 for non-managers (median 3).

Managers

For establishments located in the Addis Ababa region, for 97% of the establishments all man-

agers live in the city and for 2% of the establishments, some of them do. For establishments in

Oromia, 20.8% have all their managers living in Addis Ababa, 30.3% some of them, and 48.9%

none of them.

On average on Saturdays, managers work a full day in 81.4% of surveyed establishment, and

half a day in 15.5% of establishments. They do not work on Saturdays in 3% of establishments.

On Sundays, managers work a full day in 42.2% of establishments and a half-day in 4.6% of

establishments. They do not work on Sunday in 53.2% of establishments.

Wave 2 respondents were asked whether, in the past 12 months, they received any formal salary

increase request from at least one manager. 9.8% respond yes; the rest either respond no or

report that the question does not apply to them. Respondents were also asked whether they
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increased the salary of any manager in the previous 12 months. 20.9% say they increased the

salary of all of them, 2.8% that they increased some of them; and the rest did not or it is not

applicable to them. Giving a raise to managers is strongly correlated with having received a

request for a raise. Among those establishments where some or all managers got a raise, the

average wage increase is 20% (median 15%).

Respondents who increased the salary of managers were asked why. 58.5% say it was a regular

salary increase; 18.8% say they responded to manager requests; and 15.3% to reward good

performance. Retention was mentioned by only 2.9% of respondents.

Hiring, retention, and turnover

On average, the reported time taken to fill an unskilled worker position is 5 days (median 1

day). For a skilled production worker, the average time is 22.2 days (median 7.5), and for a

management position, the average time is 37.6 days (median 30). On average, respondents

report hiring 15 non-managers (median 3) in the fiscal year preceding the survey, and 0.46

managers (median 0). 31.9% of respondents did not hire any non-manager in the preceding

year, and 81.3% did not hire a non-manager. Of these new employees, on average across firms

27.4% (median 3%) were employed at a similar job in another firm before.

Respondents were asked whether, in the two years preceding the survey, it has become easier

to fill vacancies. Table 64 summarizes their answers for unskilled workers. 68% of respondents

agree with this statement – with an increase in wave 2 relative to wave 1. Table 65 does the

same thing for skilled positions. Only 30.4% of respondents report that it is difficult to fill

vacancies for skilled positions – a large fall between wave 1 and wave 2.

Table 64: Ease of filling unskilled vacancies

freq pct

Strongly agree 613 24.0
Agree 1127 44.0
Neither agree nor disagree 366 14.3
Disagree 390 15.2
Strongly disagree 63 2.5

Total 2559 100.0
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Table 65: Ease of filling skilled vacancies

freq pct

Strongly agree 327 12.8
Agree 1051 41.1
Neither agree nor disagree 403 15.7
Disagree 656 25.6
Strongly disagree 122 4.8

Total 2559 100.0

In wave 2 respondents were asked whether new hires were required to produce a certificate of

completion. 12.2% report doing so. On average respondents estimate that 2.5 of their employees

have a certificate of completion. 72% report that none of their employees has one.

During the fiscal year preceding the survey, the surveyed establishments report laying off or

firing 1.7 non-managers on average and 0.1 managers. They also report 9.5 quits by non-

managers (median 2) and 0.3 by managers. In wave 2, the reported turnover rate for the

previous fiscal year is 19.2% for non-managers (median 7) and 2.3% for managers (median 0).

34.1% of establishments report zero turnover of non-managers and 89.6% report zero turnover

of managers. Those who quit had been working for the establishment for an average of 12.9

months (median 5).

Table 66: Difficulty in retaining managers

freq pct

Strongly agree 142 5.5
Agree 514 20.1
Neither agree nor disagree 637 24.9
Disagree 883 34.5
Strongly disagree 383 15.0

Total 2559 100.0

Respondents were asked whether it is difficult to retain full-time managers in their establish-

ment. Responses are presented in Table 66. 25.6% say it is, but most respondents report no

difficulty retaining their managers. Asked what is the most common reason why managers

leave the firm, 81.4% mention taking a better paying job elsewhere and 5.7% the end of their

contract. Bad working conditions are mentioned by 2.8% of respondents and a dispute with the
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owner(s) by 2%. 73.5% of respondents report no manager leaving the establishment to work

for another firm in the same sector. Yet the average number of managers who leave for this

reason is 17.2, suggesting that the problem does affect certain firms. The issue also seems to

affect foreign firms more. In wave 2, respondents were asked how many managers they planned

to hire in the next six months. 76.9% reply they are not and 12% say they do not know. The

average number of anticipated manager hires across responding firms is 0.2.

Regarding non-managers, respondents were asked whether it is difficult to retain full-time non-

managers in their establishment. Table 67 presents their answers. 48.5% agree with the state-

ment while 36.6% disagree, suggesting that retaining non-managers is perceived by respondents

as more difficult than retaining managers. Asked for the reasons non-managers quit the firm,

the most commonly cited reason (84%) is to take a better paying job elsewhere. Other listed

reasons include: end of contract (4.6%); bad working conditions (1.8%); and a quarrel with the

management (1.8%).

Table 67: Difficulty in retaining non-managers

freq pct

Strongly agree 375 14.7
Agree 866 33.8
Neither agree nor disagree 381 14.9
Disagree 728 28.4
Strongly disagree 209 8.2

Total 2559 100.0

Respondents were asked whether, in the two years preceding the survey, it has become easier

to retain unskilled workers. Table 68 summarizes their responses. Across both waves, 34.1% of

respondents disagree with the statement, but there is a large fall from wave 1 (40.9%) to wave

2 (27.8%). Table 69 does the same for skilled workers. The general feeling among respondents

is similar as for unskilled workers, but the proportion who disagree is larger (42.6%) and it falls

less from wave 1 to wave 2.

On average, respondents report that 39.2% of non-managers leave their establishment to work in

another firm in the same sector. 37.7% nonetheless report zero non-managers doing this. This

figure is much lower than for managers. Asked whether competing firms in the area actively
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Table 68: Ease of retaining unskilled workers

freq pct

Strongly agree 262 10.2
Agree 872 34.1
Neither agree nor disagree 553 21.6
Disagree 691 27.0
Strongly disagree 181 7.1

Total 2559 100.0

Table 69: Ease of retaining skilled workers

freq pct

Strongly agree 186 7.3
Agree 792 30.9
Neither agree nor disagree 492 19.2
Disagree 864 33.8
Strongly disagree 225 8.8

Total 2559 100.0

recruit their employees, 20.2% respond their do and 7.5% do not know. The rest report they do

not. Numbers for the Addis Ababa region alone are only slightly lower: 14.2% and 8.5%. Asked

specifically about managers, only 6.8% of respondents believe that their competitors actively

recruit their managers. Respondents were also asked whether they ever recruit employees from

competing firms. 13.3% report doing so and 2.9% that they do not know.

In terms of recruitment strategy, the most common recruitment methods are: using a private

placement agency (37.3%); spontaneous applications (36.3%); job postings (28.8%); referrals

and social contacts (25.6%); and flyers on notice boards (16.6%). 42.4% of respondents state

that friends and family of owners and managers help them identify suitable employees. Those

respondents further state that 34.8% of their employees have been recommended through that

social contacts. Most firms (61.9%) nonetheless claim that they recruit without recommenda-

tion or referral. Based on these answers, 13.2% only recruit through social contacts while 32.7%

report not using them at all.

When recruiting managers, formal training is given much importance, as shown in Table 70

based on a wave 2 question: 85% of respondents assign importance to general skills acquired
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through formal training when recruiting managers.

Table 70: Importance of formal training when recruiting managers

freq pct

Very important 533 40.4
Important 589 44.6
Neither important nor not important 88 6.7
Not important 34 2.6
Not important at all 36 2.7
Don’t know 40 3.0

Total 1320 100.0

Training

Based on wave 2 questions, 40.6% of surveyed establishments have ever provided on-the-job

training to their employees. Among those, a third provided on-the-job training to managers in

the past 12 months, training on average 6.8 managers with an average of 30.8 hours of on-the-

job training per year. 86.1% of respondents provided no on-the-job training to managers in the

past 12 months.

Turning to formal training, 30.6% of surveyed establishments have ever organized or partici-

pated in any formal training for their employees. Across both survey waves, 81.4% of responding

firms did not provide formal training to managers in the preceding fiscal year, and 74.0% did not

provide formal training to non-managers. Among those providing training to managers, 70.6%

of managers on average received it; and among those providing training to non-managers, 62%

received it. Based on wave 2 questions, 14.9% of respondent firms provided formal training to

their managers in the 12 months preceding the survey, training on average 6 managers for 36.9

hours.

Table 71 lists the main providers of employee training received by the surveyed establishments.

The most common provider is the firm itself (31.6%), followed by Woreda training (30%)

and by Technical and Vocational Education and Training (TVET) (14.2%). For 52.6% of the

respondents, formal training took place outside the firm.

Respondents were asked why they do not provide more training to their employees. The most
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Table 71: Providers of formal training to employees

freq pct

Woreda training 93 30.0
Subcity training 24 7.7
TVET 44 14.2
Private institutes (specify) 26 8.4
NGOs 6 1.9
The company itself 98 31.6
International institutions (World Bank, ILO, UN) 7 2.3
Public University 5 1.6
Other 7 2.3

Total 310 100.0

common response is that employees do not need more training (61%), followed by the cost of

training (17.3%), the lack of facilitators (17%), and worker turnover 15.1%). 10.3% noted that

training would reduce production. Respondents were also asked how long it takes to train an

entry-level production worker. 31.7% of respondents answer it takes no time at all. Among

those who provide a positive response, the average is 5.5% weeks (median 2 weeks).

Labor and other disputes

75% of respondents report that none of the employees are unionized; 3.5% do not know. For

those who report a positive proportion of unionized workers, the average unionization rate is

75.5% (median 100%).

9.2% of respondents report that their workers have ever protested or refused to work as a group.

Among those, 82% report at least one such event in the preceding fiscal year, with an average

of 2 events for those reporting at least one. The most commonly cited primary concerns of the

protesting employees are: wages (64%); working conditions and safety (14.8%); delayed wage

payments (14.4%); lack of benefits (14.4%); and disciplinary issues (10.2%).

7.8% of respondents report that workers (including former workers) have complained to local au-

thorities about their establishment. Overlap with protests is partial: only 48.5% of respondents

reporting that a worker complaint was made to local authorities also report worker protests

or strikes. The most commonly mentioned reasons for the complaint were: wages (52.5%);
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lack of benefits (22.5%); disciplinary issues (18%); working conditions (14%); and delayed wage

payments (11%).

5.2% of respondents report that their establishment has ever received complaints from com-

munity members or local authorities. The most commonly cited reasons for complaints are:

waste management (41.5%); noise (31.5%); service quality (13.1%); and ’facilities’/human waste

(12.3%).

43.7% of respondents report having been inspected by labor officials or required to meet with

them in the year preceding the survey. Among those being inspected, the average number of

visits is 2.9 (median 2). Most of the inspections are performed by the Labor Office at the

Woreda (71.7%) or sub-city (33.6%) level. 17 respondents report being fined in the year before

the survey. Of those, all but two report fines worth less than $1; two respondents were fined in

excess of $300.

Absenteeism, punctuality, and worker health

On a typical day, 58.6% of respondents report that none of their non-manager employees are un-

expected absent. Among those who report some absence, the average percentage of absent non-

managers is 8.3% (median 5%). Broken down by gender, 68% of respondent report that none

of their male non-managers are absent and 71.6% of their female non-managers. Conditional

on experiencing absences, the average percentages of absent male and female non-managers

are 34.3% (median 15%) and 34.3% (median 15%). In addition, 39.4% of establishments re-

port non-manager employees arriving late for work. Among these establishments, the average

proportion of affected workers is 13.8% (median 6%).

The same figures are smaller for managers. In terms of absenteeism, only 8.3% of establishments

report unexpected absences among managers, with in that case an average percentage of affected

managers of 10.4% (median 2%). 13.9% of establishments report experiencing late arrival

by managers. Among those, the average proportion of affected managers is 12.9% (median

5%).

Table 72 presents the main reason behind absences by employees, as reported by respondents.

The most often cited reason is employee ilness (60.8%), illness of a family member (12%), or
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death of friend or relative (6%). Problems with transportation are only mentioned by 3.8% of

establishments.

Table 72: Main reason for employee absenteeism

freq pct

Sickness (of employee) 1555 60.8
Sickness of family member 306 12.0
Other problem at home (describe) 120 4.7
Lack of motivation/tired 56 2.2
Problem of commute/transportation 97 3.8
Death of relative/friend 154 6.0
Don’t know 51 2.0
Not applicable 179 7.0
Other 41 1.6

Total 2559 100.0

15.1% of surveyed establishments report that employees frequently come to work while ill. Table

73 shows that most respondents believe ill workers to be much less or slightly less productive.

Table 74 lists the main illnesses reported among sick employees. The most commonly cited are:

headache/migraine (36.9%); fever (20.1%); coughing (16.4%); and stomach ache (12%).

Table 73: Reduction in productivity when worker is ill

freq pct

Yes, a lot 65 16.8
Yes, a little bit 213 55.2
No, not much 61 15.8
No, not at all 47 12.2

Total 386 100.0

Respondents were asked how many days of paid annual leave are given to an employee with five

years of experience. The average number of days of annual leave is 14.4 (median 18). 24.4%

of respondents report 0. Respondents were then asked how many days of paid sick leave are

employees allowed in the firm. 18.3% report not knowing while another 18.8% report zero.

Among those reporting a positive number of paid sick days, the average is 23 days (median 15),

with bunching at multiples of five. Respondents were then asked the same question for days

of unpaid sick leave. 40.2% report none and another 20.4% do not know. Among those who
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Table 74: Most common illnesses among sick employees

freq pct

Diarrhea 55 2.5
Aches and pains in joints and muscles 198 9.0
Coughing or difficulty to breathe 360 16.4
Fever/ Typhoid 443 20.1
Stomach/abdominal ache 263 11.9
Headache/migraines 812 36.9
Pregnancy related illness 30 1.4
Other 40 1.8

Total 2201 100.0

provide a positive number, the average is 28.3 days (median 15).

72.4% of firms report other types of justified absences besides illness. Among these firms,

the most commonly cited reasons for justified absences are funerals (53.7%) and illness of a

family member (23.8%). Other personal circumstances are mentioned as well, such as court or

government obligations (5.1%), marriage (4.2%), and childbirth/paternity (2.2%). Respondents

were also asked after how many days of unjustified absence an employee gets fired. 6.3% were

unable to provide a response. Among those who did, the average response is 5.9 days (median

5).

68.3% of respondents report granting maternity leave to mothers. Asked how many days of

maternity leave are paid, the modal answer, given by 73.4% of those who provide a number, is

90 days (average 87.1 days). Asked about unpaid maternity leave, 34.3% of respondents who

offer maternity leave report they do not offer any unpaid maternity leave and another 14.9%

do not know. For those who provide a positive answer, the average number of unpaid days is

35.6 days (median 30).

Benefits and work conditions

Respondents were asked whether they provide health insurance to their employees and, if yes,

under what conditions. Responses are shown in Table 75. The majority of establishments

(77.5%) do not offer health insurance to their employees. 11.5% of establishment offer health

insurance paid by the employer. The rest either offer employees the option to purchase health
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insurance through the employer (8%) or share the insurance cost with workers (3%).

Table 75: Health insurance provision to employees

freq pct

Yes, they can buy it through the establishment 205 8.0
Yes, the establishment pays for them 295 11.5
Yes, we share costs 77 3.0
No 1983 77.5

Total 2560 100.0

In terms of occupational medicine, Table 76 shows that, in the overwhelming majority of

establishments (89.7%), no doctor visit is organized for employees. A small minority of estab-

lishments either pay for the cost of a doctor visit (7%) or have a small clinic on site (2%). For

those establishments that organize doctor visits, the frequency of these visits varies a lot (Table

77): about half are held annually or semi-annually (47.4%); 23.5% quarterly; and the rest at

more frequent intervals.

Table 76: Doctor visits for employees

freq pct

Yes, and the company bears the cost 180 7.0
Yes, and the employees bears the cost 17 0.7
Yes, we share costs 16 0.6
Yes, actually we have a small clinic on site 50 2.0
No, never 2296 89.7

Total 2559 100.0

90.1% of establishments provide meal breaks for employees. Table 78 lists the options offered

by different employers. Most do not provide meals (55.9%). About a third have a free cafeteria

(32%), a cafeteria where meals are subsidized (6.5%) or use catering (3.6%).

In terms of housing, 28.4% offer subsidized housing or accommodation to employers: 3.2% only

to managers; 10.2% to non-managers; and 15% to both. The rest do not offer housing.

21.1% of surveyed establishments provide a free transport service or allowance to employees.

Another 1.7% share the transport cost with employees, and 1.3% organize transport for the

employees at their expense. 75.9% do not offer transport assistance to their employees.
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Table 77: Frequency of doctor visits for employees, when offered

freq pct

Yearly 34 16.0
Semi-annually 67 31.5
Quarterly 50 23.5
Monthly 9 4.2
Weekly 6 2.8
Daily 18 8.5
Hourly or more frequently 22 10.3
Occasionally 7 3.3

Total 213 100.0

Table 78: Meal provision to employees

freq pct

Yes, cafeteria for free 818 32.0
Yes, cafeteria where meal is subsidized 166 6.5
Yes, cafeteria where meal is unsubsidized 27 1.1
Yes, company uses catering 93 3.6
No 1431 55.9
Other 24 0.9

Total 2559 100.0

A quarter of responding establishments (23.5%) report providing a varied range of other ben-

efits to employees: different types of bonuses and commissions (e.g., annual, holiday, festival,

overtime); work clothes; toiletries; milk; and, in rare cases, other forms of insurance (e.g., life,

accident).

Asked whether the establishment was inspected by health officials or required to meet with

them, 55.8% report no inspection in the fiscal year preceding the survey while 2.4% do not

know or fail to respond. Of those who report being inspected, the average number of inspection

in the previous year was 3 (median 2). Most inspections originate from the Health Bureau of

the Woreda (73.4%) or the sub-city zone (33.4%). Some 10.8% of firms are inspected by officials

from the regional or federal Ministry of Health, and 4.6% by the Federal Food and Sanitation

Office. 27 respondents report being fined. The average fine is $3683, but this is driven by a

single very large fine: 70% of fines are for $34 or less. The median fine is $10.6.
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Enumerators were asked to assess how crowded the main working area of the establishment

is. Their records are summarized in Table 79. 61.7% judge the working area of the surveyed

establishment to be uncluttered; only 5.5% find it to be very crowded.

Table 79: Organization of the work area

freq pct

Very crowded 141 5.5
Somewhat crowded 734 28.7
Not at all crowded 1580 61.7
Not applicable 104 4.1

Total 2559 100.0

Perceptions of the respondent

At the end of the labor section, the respondent was asked to provide, for five different dimen-

sions, a subjective assessment of how their work conditions with the firm rank relative to those

offered by competitors in the same sector. This assessment is likely to be influenced by the level

of knowledge respondents have about competitors – in doubt, they are more likely to respond

conditions are the same, or to report that they do not know. Respondents may also tend to

report their current conditions as better than elsewhere, e.g., as a result of motivated reasoning

or a way of avoiding cognitive dissonance. These subjective assessments should therefore be

taken with a grain of salt.

Table 80 shows how respondents feel about their average salary, given their job title. Most

respondents (47.3%) report it to be similar, with a few reporting it to be worse (13.4%) and

over a third reporting it to be better (35%).

A similar pattern arises in terms of work environment (Table 81: most (46.3%) find it similar,

a few (10.2%) find it worse, and a large fraction (40.7%) find it better.

For fringe benefits (Table 82), slightly more respondents (17.7%) find them worse than those

offered by competitors. But otherwise the pattern is similar.

When asked about professional development opportunities such as training, education, and

learning opportunities, respondents a slightly more negative, with 22.7% reporting conditions
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Table 80: Salary of respondent compared to competitors

freq pct

Much worst 34 2.6
Slightly worst 143 10.8
The same 624 47.3
Slightly better 336 25.5
Much better 126 9.6
Don’t know 56 4.2

Total 1319 100.0

Table 81: Work environment compared to competitors

freq pct

Much worst 21 1.6
Slightly worst 113 8.6
The same 611 46.3
Slightly better 377 28.6
Much better 160 12.1
Don’t know 37 2.8

Total 1319 100.0

to be better with competitors and only 21.8% reporting them to be better. A large fraction

(11.9%) report not knowing.

Finally, when asked about promotion opportunities compared to competitors, responses are

nearly identical as those provided for professional development: 20.9% think competitors offer

worse promotion opportunities; 24.3% think they offer better opportunities; and 10.1% do not

know. As before, most respondents state that their firm offers conditions similar to those of

competitors.

Management practices

Record keeping, key indicators, and targets

Surveyed establishments were asked a series of factual questions about their record keeping

practices. 60.8% of them report taking minutes of management meetings and 66.8% report

keeping archives of important documents (e.g., old accounts; minutes of meeting). In 55% of
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Table 82: Fringe benefits compared to competitors

freq pct

Much worst 44 3.3
Slightly worst 190 14.4
The same 607 46.0
Slightly better 294 22.3
Much better 90 6.8
Don’t know 94 7.1

Total 1319 100.0

Table 83: Professional development opportunities compared to competitors

freq pct

Much worst 85 6.4
Slightly worst 214 16.2
The same 576 43.7
Slightly better 213 16.1
Much better 74 5.6
Don’t know 157 11.9

Total 1319 100.0

surveyed firms, managers are reported to provide written reports for the general manager or

owner about the activities of their unit.

Respondents were asked how, in the previous fiscal year, they responded when a problem arose

in the production process. A quarter of respondents (25.7%) state that they fixed the problem

and took steps to avoid its recurrence while another fourth (25.4%) add that they introduced a

improvement process to anticipate the recurrence of such problems. The rest either did nothing

(17.9%) or fixed the problem or took no further action (16.1%). Some 14.9% of respondents

claim the question did not apply to them.

Respondents were asked how many key performance indicators they followed in their estab-

lishment during the previous fiscal year. Responses are tabulated in Table 86. We see that

most respondents (63.4%) do not follow any key performance indicator. The rest follow a

small number of indicators. The most commonly cited performance indicators are: quality

metrics (18.1%); sales metrics (15.1%); profits metrics (14.9%); and production costs metrics

(12.0%).
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Table 84: Promotion opportunities compared to competitors

freq pct

Much worst 83 6.3
Slightly worst 192 14.6
The same 590 44.7
Slightly better 246 18.7
Much better 75 5.7
Don’t know 133 10.1

Total 1319 100.0

Table 85: Problem solving

freq pct

We fixed it but did not take further action 411 16.1
We fixed it and took action to make sure that it did not happen again 658 25.7
We fixed it and took action to make sure it did not happen again, and had a cont 650 25.4
No action was taken 458 17.9
Not applicable 382 14.9

Total 2559 100.0

Respondents were asked the frequency with which different performance indicators were re-

viewed by managers and by non-managers. We present in Table 87 their responses for the first

indicator, production cost metrics. We see that 66.4% of respondents report that managers

are not reviewing production costs metrics. The rest report a wide range of frequencies, the

modal answers being monthly and daily. The responses regarding non-managers are presented

in Table 88. Answers are similar, although suggesting a slightly lower frequency.

The same question was then asked for eight other performance indicators. The most common

answer remains the absence of review by either managers or non-managers: sales metric 73.8%

for managers, 74.4% for non-managers; profit metrics 83.3% and 83.6%; waste metrics 90.5%

and 90.8%; quality metrics 95% and 95.2%; inventory metrics 97% and 97.1%; energy metrics

97.9% and 97.9%; absenteeism/punctuality metrics 98.5% and 98.5%; and delivery metrics

99.1% for managers and 99.1% for non-managers. The gradual erosion of responses indicates

respondent fatigue, but also suggests that the responses documented in Table 86 may have

overstated the extent of key indicator use by respondents.
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Table 86: Key performance indicators

freq pct

1-2 key performance indicators 531 20.8
3-9 key performance indicators 333 13.0
10 or more key performance indicators 73 2.9
No key performance indicators 1622 63.4

Total 2559 100.0

Table 87: Frequency of review of production costs by managers

freq pct

Yearly 91 3.6
Semi-annually 83 3.2
Quarterly 121 4.7
Monthly 232 9.1
Weekly 101 3.9
Daily 229 8.9
Hourly or more frequently 3 0.1
Never 1699 66.4
Other 1 0.0

Total 2560 100.0

Surveyed establishments that reported following key indicators in Table 86 were asked whether

key indicators were shown on production display board inside the establishment. Answers are

tabulated in Table 89. Most respondents who report following some key indicators (76%) do

not have display boards. Only 85 observations (9%) report multiple display boards located

across the establishment.

Asked to talk about the time frame of their production targets (Table 90), many respondents

(41.2%) report not having any. Only 12.4% of respondents have long-term production targets;

the rest either have short-term targets only (20.1%) or a combination of short and long-term

targets (26.3%).

Respondents were asked how easy it was for the establishment to achieve its production targets –

for those who report having them. Responses are shown in Table 91. 38.3% respondents report

achieving their targets with minimal or normal effort; 41.6% report achieving them with more

than normal or extraordinary effort; and 20.2% did not achieve their production targets.
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Table 88: Frequency of review of production costs by non-managers

freq pct

Yearly 66 2.6
Semi-annually 84 3.3
Quarterly 98 3.8
Monthly 185 7.2
Weekly 114 4.5
Daily 240 9.4
Hourly or more frequently 7 0.3
Never 1765 68.9
Other 1 0.0

Total 2560 100.0

Table 89: Performance indicators on display boards

freq pct

All display boards were located in one place (e.g. at the end of the production 141 15.0
Display boards were located in multiple places (e.g. at multiple states of the p 84 9.0
We did not have any display boards 712 76.0

Total 937 100.0

As shown in Table 92, knowledge about production targets is not shared among all managers

and production workers in the firm. In 39.2% of firms with production targets, these are

only known of managers; they are only known of all workers in 26.1% of those firms that set

targets.

Respondents were also asked what proportion of managers’ time was spent dealing with re-

quirements imposed by government regulation in the year preceding the survey. 35.6% report

no management time spent on government regulations and 3.1% do not know. Among those

reporting some time spent on regulations, the average proportion of time is 16.6% (median

5%).

Team work and incentives

Respondents were asked whether non-managers work in teams (Table 93): most report that

they do always (58.7%) or frequently (21.7%).
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Table 90: Time frame of production targets

freq pct

Main focus was on short-term (less than one year) production targets 515 20.1
Main focus was on long-term (more than one year) production targets 317 12.4
Combination of short-term and long-term production targets 674 26.3
No production targets 1053 41.1

Total 2559 100.0

Table 91: Ease of achievement of production targets

freq pct

Possible to achieve without much effort 52 3.5
Possible to achieve with some effort 163 10.8
Possible to achieve with normal amount of effort 361 24.0
Possible to achieve with more than normal effort 433 28.8
Only possible to achieve with extraordinary effort 193 12.8
Not possible to achieve 304 20.2

Total 1506 100.0

32.8% of respondents state that the establishment records individual-level performance mea-

sures for non-managers. This proportion is higher among respondents who report a higher

frequency of team work among non-managers. Respondents were then asked how performance

bonuses for non-managers were set. The most common answer (63.4%) is that no performance

bonuses were paid. in 26.4% of establishments, non-managers were reported to receive bonuses

based on their own performance as measured by production targets; 7.4% were said to be based

on the performance of their team or shift; 3.7% were said to be based on establishment perfor-

mance; and 5.8% by their firm’s performance. For those establishments that pay performance

bonuses when targets are met, Table 94 shows the percentage of non-managers receiving a

performance bonus. The most common answer is that between 1 and 33% of non-managers

received a bonus. Some 19.4% of firms ended up paying no performance bonus in the fiscal year

prior to the survey. In 4% of establishments, 100% of non-managers received a bonus.

Respondents were also asked what other reward they offer for good performance. The most

common responses (58.5%) is that no (other) reward was provided to non-managers. 27.7%

of respondent report offering a pay increase; 7.7% use promotion as reward; and 7.3% report
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Table 92: Ease of achievement of production targets

freq pct

Only senior managers 591 39.2
Most managers and some production workers 277 18.4
Most managers and most production workers 84 5.6
All managers and most production workers 161 10.7
All managers and all production workers 393 26.1

Total 1506 100.0

Table 93: Ease of achievement of production targets

freq pct

Always 1501 58.7
Frequently 555 21.7
Sometimes 223 8.7
Rarely/infrequently 93 3.6
Never/almost never 155 6.1
Don’t know 32 1.3

Total 2559 100.0

using in-kind gifts.

Turning to managers, 26.6% of surveyed firms report establishing individual performance mea-

sures for managers. Among these firms, 69.1% of establishments report that the performance

bonus of managers is based on their own performance, as measured by production targets;

23.4% base the bonus on the firm’s performance; 19.9% base it on the performance of their

team or shift; and 11.3% on the performance of the establishment. In Table 95 we report, for

firms paying performance bonuses to managers, the proportion of managers receiving a bonus

in the fiscal year preceding the survey. 45% of establishments report giving a bonus to between

1 and 33% of their managers; 17.8% paid no performance bonus to managers in the past year;

29.2% of establishment paid a bonus to two third or more of their managers.

Asked whether they use other types of rewards to incentivize managers, 70.4% of respondents

report that they do not. 19.6% report using pay increase, 6.4% promotion, and 4.1% in-kind

gifts.

Respondents were also asked under what conditions their establishment will dock (i.e., reduce)
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Table 94: Fraction of non-managers receiving a performance bonus in past year

freq pct

01-3334-6667-99100Production targets not met 77 8.1

Total 949 100.0

Table 95: Fraction of managers receiving a performance bonus in past year

freq pct

01-3334-6667-99100Production targets not met 33 4.8

Total 686 100.0

the pay of its employees. 42% of respondents report they never dock pay while 44.7% dock

pay in case of absenteeism. In addition, 10.9% report docking pay in case of poor performance,

9.5% in case of late arrival, 6.9% for breach of discipline, and 4% for early departure.

Promotion and dismissal

Managers were asked the way by which non-managers are promoted in their establishment.

Results, tabulated in Table 96, show that, in 69.6% of surveyed establishments, non-managers

are normally not promoted. 22.6% of respondents report promoting non-managers on the basis

of performance and ability; 4.5% admit using other criteria such as tenure and family connec-

tions as well while 3.2% report promoting non-managers on factors other than performance and

ability.

Table 96: Factors used in promotion decisions for non-managers

freq pct

Promotions were based solely on performance and ability 578 22.6
Promotions were based partly on performance and ability, and partly on other fac 116 4.5
Promotions were based mainly on factors other than performance and ability (e.g. 83 3.2
Non-managers are normally not promoted 1782 69.6

Total 2559 100.0

In the year preceding the survey, no non-manager was promoted to a managerial position in 79%

of establishments. For those firms who promoted some non-managers, the average percentage

of promoted workers was 17.2% (median 10%).
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Similar questions were asked about managers. As shown in Table 97, most establishments

(76.1%) state that managers are normally not promoted. 17.3% of respondents report promoting

managers on the basis of performance and ability; 4.0% admit using other criteria such as tenure

and family connections as well while 2.6% report promoting managers on factors other than

performance and ability.

Table 97: Factors used in promotion decisions for non-managers

freq pct

Promotions were based solely on performance and ability 443 17.3
Promotions were based partly on performance and ability, and partly on other fac 103 4.0
Promotions were based mainly on factors other than performance and ability (e.g. 67 2.6
Non-managers are normally not promoted 1946 76.0

Total 2559 100.0

Turning to dismissals, respondents were asked after how long an under-performing non-manager

was either reassigned or dismissed in the preceding fiscal year. 57.8% of establishments state

that non-managers are rarely or never reassigned or dismissed; the others report reassigning

or dismissing the under-performing non-manager either within six months (36%) or after six

months of identifying the problem (6.2%).

Similar figures are reported for managers: 71.6% of establishments report not reassigning or

dismissing any manager in the preceding fiscal year; 23.4% report doing so within six months;

and 5% doing so six months after having identified the problem.

Employee satisfaction

Respondents were asked to assess the job satisfaction level of their workers. Table 98 shows

their responses regarding how satisfied the respondent believes non-managers to be in their es-

tablishment. 74.1% of respondents report that their employees in a non-managerial position are

either satisfied or very satisfied. A similarly rosy pictures is painted by respondents regarding

managers: 77.6% are deemed to be satisfied or very satisfied.

Respondents were then asked whether their employees are more satisfied in their establishment

than other private sector employees in the same area. Responses for non-managers are displayed
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Table 98: Job satisfaction level of non-managers

freq pct

Very satisfied 272 10.6
Satisfied 1624 63.5
Neutral 325 12.7
Dissatisfied 191 7.5
Very dissatisfied 29 1.1
Don’t know 118 4.6

Total 2559 100.0

Table 99: Job satisfaction level of managers

freq pct

Very satisfied 517 20.2
Satisfied 1468 57.4
Neutral 313 12.2
Dissatisfied 173 6.8
Very dissatisfied 37 1.4
Don’t know 51 2.0

Total 2559 100.0

in Table 100: 35.8% report that they are more satisfied and 44.7% that they are equally satisfied.

Responses for managers shown in Table 101 are qualitatively similar: 41.2% are reported to be

more satisfied in the respondent’s establishment, and 41.3% equally satisfied. All these answers,

of course, only capture the sentiment of the respondent, who may have wanted the enumerator

to have a good impression of the firm.

Table 100: Job satisfaction of non-managers compared to those employed elsewhere

freq pct

More satisfied 917 35.8
Equally satisfied 1144 44.7
Less satisfied 265 10.4
Don’t know 233 9.1

Total 2559 100.0
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Table 101: Job satisfaction of managers compared to those employed elsewhere

freq pct

More satisfied 1055 41.2
Equally satisfied 1056 41.3
Less satisfied 304 11.9
Don’t know 144 5.6

Total 2559 100.0

Future Plans

Respondents were asked to list the most important constraints to the expansion of their business.

Their answers are summarized in Table 102. As is common with this type of question, access to

finance figures prominently, mentioned by 19% of respondent as their main constraint. Other

commonly cited issues are electricity (17.7%), access to land or work space (16%), and access

to market (11.1%). Some 3.9% of respondents mention political instability. Very few list

competition as the main constraint to their expansion.

In terms of capacity utilization, respondent firms operate on average at 60.5% capacity (median

60%). Asked whether they expanded production capacity in the two years preceding wave 2,

55.5% answered yes – the others answered no or did not respond. But asked whether they have

plans to expand production capacity, 87.1% say they do while only 10% do not. Based on this

discrepancy, we suspect that some of these responses are simply wishful thinking. Those who

said they had no plan for expansion were asked why. Their responses are summarized in Table

103. Most respond either that the firm does not need to expand (28.5%) or that there is an

insufficient market for expansion (27.7%). The rest give a wide variety of justifications, few of

which correspond to those given in Table 102.

A similar pattern emerges when we asked firms about building a new facility or office: only

12.5% report having done so in the past two years; but 47.9% report planning to do so. Same

pattern for moving the production facility or office: 5.5% report having done so in the past two

years, but 11% report planning to do so in the future. Asked why they want to move, 37.6%

mention expansion, 33.9% market access, and 31.3% the cost of work space.
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Table 102: Most important constraint to expansion reported by the firm

freq pct

Access to finance 487 19.0

Access to land/working 409 16.0

Access to inputs 184 7.2

Access to foreign currency 134 5.2

Lack of managerial skill 23 0.9

Lack of technical skill/educated workforce 45 1.8

Labor costs 6 0.2

Labor regulations 12 0.5

Access to market 285 11.1

Electricity 453 17.7

Water 92 3.6

Transportation infrastructure 43 1.7

Customs and Trade regulation 32 1.2

Labor turnover 16 0.6

Tax rates 22 0.9

Tax administration 19 0.7

Corruption 20 0.8

Business licensing and permits 17 0.7

Political instability 100 3.9

Courts 5 0.2

Crime, theft, security 10 0.4

Domestic Competition – formal sector 29 1.1

Domestic Competition – informal sector 13 0.5

Foreign competition 7 0.3

. 1 0.0

Not applicable 29 1.1

Other 67 2.6

Total 2560 100.0
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Table 103: Reason for not planning an expansion

freq pct

No need/don’t want to expand 73 28.5
Too expensive 39 15.2
Insufficient labor supply 2 0.8
Insufficient management skill 7 2.7
Cannot access technology/machinery need to expand 6 2.3
Planning on changing sectors/products 11 4.3
Planning on changing product/service quality 1 0.4
Insufficient market for expansion 71 27.7
Lack of infrastructure 12 4.7
Government regulation 20 7.8
Never thought about it 6 2.3
Other 8 3.1

Total 256 100.0

Responses are more compatible for hiring workers: 75.4% of wave 2 firms report having hired

workers in the past two years, while 69.6% plan to hire workers in the future while 8.8% are

still undecided. Wishful thinking again rears its head when we compare the average number

of workers hired in the past two years (23) with the number of workers the firm plans to hire

(43). In both cases, however, the median is 10.

Turning to equipment and machinery, 50.8% of firms report having purchased some in the past

two years, but only 28.5% say they have no plan to invest in the future. Similarly, 18.4% of

firms report introducing new products or services in the past two years, but 56.2% plan to do

so in the future. Furthermore, 23.1% of firms report having provided formal training to their

workers in the past two years; but 60.7% plan to do so in the future. Firms were asked where

they would obtain the technological expertise necessary to develop new products or processes:

39% mention experts and consultants; 33.3 cite customers; 28.5% suppliers of equipment; and

21.1% suppliers of raw materials.

Respondents feel that competition has increased over the past two years: 42.7% report it has

increased in their location (Table 104); and 52.5% that it has increased in their location and

sector (Table 105). Yet, only 9.9% of firms plan to close down if it faces competition from new

firms. Asked how they would react to a persistent fall in the demand for their main product,

most firms mention finding a new market (57.4%) or producing a new product or service (53%).
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Other commonly mentioned responses include acquiring new machinery (26.3%), cutting prices

(23.4%), and hiring new workers (21.4%).

Table 104: Recent business evolution in the firm’s location

freq pct

It has increased 563 42.7
It has remained the same 230 17.4
It has decreased 504 38.2
. 1 0.1
Don’t know 22 1.7

Total 1320 100.0

Table 105: Recent evolution of the number of firms in the firm’s sector and location

freq pct

It has increased 693 52.5
It has remained the same 335 25.4
It has decreased 261 19.8
. 1 0.1
Don’t know 30 2.3

Total 1320 100.0
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Appendix 1: Construction of the sampling frame

To collect a representative sample of firms, we first constructed a sampling frame of firms from a

variety of sources, including Woreda (district) investment, trade, industry, and revenue bureaus.

There was no standard data format and not all bureaus in each Woreda were willing or able to

share data, so data from the Oromia Regional Investment Bureau was added for the relatively

large towns of Adama, Burayu, Holeta, Sululta, and Sendafa.

We constructed a sampling frame separately for the largest city and capital, Addis Ababa. The

sampling frame relied primarily on a partial census of firms interviewed by the Addis Ababa

Labor and Social Affairs Bureau. Since this list under-represents manufacturing firms, lists

from the Addis Ababa Industry Office, the Addis Ababa Investment Office, the Ethiopian De-

velopment Research Institute, and Federal Micro and Small Enterprise Development Agency

were added to build a more representative frame. After all firms lists in a Woreda were collected

and appended, the team systematically attempted to remove firms that appear multiple times

in a given list based on name and phone number matching. We then attempted to remove

firms from ineligible sectors – schools (public and private), health centers/clinics, public ad-

ministrative offices, NGOs/non-profits, and bank branches. Finally, we tried to remove firms

with fewer with five employees. We were concerned that some of the largest firms would bypass

registration and reporting at the Woreda level and report directly to the region. Basic checks

were completed to ensure that the largest and most well-known firms (e.g., Abyssinia Cement

in Chancho) were always included on our lists.

Once a final list of firms was established, firms were sampled directly from the lists, where the

number sampled was a function of the total number included in the Woreda’s list. The rules

for sampling were as follows:

1. Sample all firms in Woredas with < 20 listed firms

2. Sample 50% of firms in Woredas with ≥ 20 and < 50 listed firms (floor of 20)

3. Sample 25% of firms in Woredas with ≥ 50 and < 200 listed firms (floor of 20)

4. Sample 15% of firms in Woredas with ≥ 200 and < 400 listed firms

5. Sample 10% of firms in Woredas with ≥ 400 listed firms
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Within a Woreda, all firms that were included on the original list were sampled with an equal

probability. Any firm that was not included in the sample was considered a replacement and

randomly ranked. When we were unable to reach our target in a given Woreda due to firms

not being found, being ineligible, or refusing to be surveyed, we moved to the replacements in

the order of their ranking. So the first ranked replacement should have always been visited

and interviewed, conditional on being eligible, prior to an enumerator moving on to the second

ranked replacement.

There were six reasons that a sampled firm may not have been surveyed:

1. The firm refused to be surveyed

2. The firm was from an ineligible sector - low quality data left us with some firms that were

from one of the ineligible sectors described above, even after cleaning

3. The sampled firm was listed multiple times on the firm list

4. The firm had fewer than five employees

5. The firm was not found

6. The firm had not yet begun operation or had permanently closed

There were cases when firm lists were appended, edited, or completely re-built during the course

of sampling. This was done in response to additional or supplementary firms lists that were

either superior to the previous list or included firms that had not been included originally.

These were dealt with case-by-case. Specifically:

• We effectively added these new lists to the replacements and only reached them if we

needed to go that far down the replacement list. So they had P=0 of being included in

the original sample but some non-zero probability of eventually being surveyed

• The new lists were much better than our original such that one that we discarded the old

list and completely re-sampled using the new list.

• We updated our target number of firms to reflect a substantially larger sampling frame

built using newly acquired data.

We then sampled firms at the Woreda level, proportional to the number of firms located that
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Woreda in the sampling frame. The targeted number of firms in a given Woreda varied from

10- 40, where each firm in a given Woreda had an equal probability of selection. We then tried

to find each firm that was sampled and each was (1) surveyed; (2) refused to be surveyed; (3)

not found; (4) ruled ineligible.
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Appendix 2: Respondents to questionnaire modules

In Tables 106 to 114, we present the frequency distribution of the position of the respondent in

each module of the questionnaire, other than the start-up module (see Table 6). The distribution

is similar across modules, with two important exceptions.

• In the first three modules, accountants represent around 3.8 to 4.3% of all respondents.

This proportion jumps to 11.9% of respondents for the Accounting module and the Fi-

nance and machinery module. This is understandable: the accountant is typically in

a much better position than the owner or general manager to produce the accurate ac-

counting information that is requested in these two modules. Their proportion nonetheless

remains high in subsequent modules.

• At the beginning of the survey, HR managers account for 6.4% of all respondents. This

proportion falls to 5.7% in the next two modules, and then drops to 3.6% in the Accounting

module – as some of them get replaced by accountants. Their proportion nonetheless

bounces back for the labor module, where it rises to 8% and remains roughly at that level

thereafter.

These patterns are not surprising, given the sequencing of modules in the questionnaire. What

is important, however, is that these changes, while noticeable, remain relatively small in mag-

nitude: in all the modules, the overwhelming majority of respondents (i.e., 74% or more) is

either the owner (or a close relative of the owner) or a top manager.
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Table 106: Position of the respondent in the firm: General module

freq pct

Owner 154 6.0
Owner and manager 1010 39.5
Employed manager but not owner 652 25.5
Vice/assistant manager 170 6.6
COO 22 0.9
Spouse of owner (employed at firm) 13 0.5
Child of owner (employed at firm) 45 1.8
HR Manager 163 6.4
Assistant HR manager 25 1.0
Marketing Head 49 1.9
Accountant 99 3.9
Accounting assistant 7 0.3
Other Department head 42 1.6
Processing manager 27 1.1
Deputy expert 2 0.1
Other 80 3.1

Total 2560 100.0

Table 107: Position of the respondent in the firm: Licensing and registration module

freq pct

Owner 153 6.0
Owner and manager 1009 39.4
Employed manager but not owner 647 25.3
Vice/assistant manager 172 6.7
COO 21 0.8
Spouse of owner (employed at firm) 14 0.5
Child of owner (employed at firm) 45 1.8
HR Manager 147 5.7
Assistant HR manager 28 1.1
Marketing Head 49 1.9
Accountant 110 4.3
Accounting assistant 8 0.3
Other Department head 42 1.6
Processing manager 29 1.1
Deputy expert 3 0.1
Other 83 3.2

Total 2560 100.0
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Table 108: Position of the respondent in the firm: Infrastructure module

freq pct

Owner 157 6.1
Owner and manager 1006 39.3
Employed manager but not owner 644 25.2
Vice/assistant manager 170 6.6
COO 22 0.9
Spouse of owner (employed at firm) 14 0.5
Child of owner (employed at firm) 44 1.7
HR Manager 146 5.7
Assistant HR manager 28 1.1
Marketing Head 48 1.9
Accountant 110 4.3
Accounting assistant 9 0.4
Other Department head 45 1.8
Processing manager 32 1.2
Deputy expert 3 0.1
Other 82 3.2

Total 2560 100.0

Table 109: Position of the respondent in the firm: Accounting module

freq pct

Owner 162 6.3
Owner and manager 989 38.6
Employed manager but not owner 534 20.9
Vice/assistant manager 149 5.8
COO 20 0.8
Spouse of owner (employed at firm) 13 0.5
Child of owner (employed at firm) 42 1.6
HR Manager 91 3.6
Assistant HR manager 18 0.7
Marketing Head 62 2.4
Accountant 304 11.9
Accounting assistant 17 0.7
Other Department head 48 1.9
Processing manager 27 1.1
Deputy expert 2 0.1
Other 82 3.2

Total 2560 100.0
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Table 110: Position of the respondent in the firm: Finance and machinery module

freq pct

Owner 163 6.4
Owner and manager 989 38.6
Employed manager but not owner 528 20.6
Vice/assistant manager 147 5.7
COO 20 0.8
Spouse of owner (employed at firm) 14 0.5
Child of owner (employed at firm) 43 1.7
HR Manager 95 3.7
Assistant HR manager 18 0.7
Marketing Head 61 2.4
Accountant 305 11.9
Accounting assistant 18 0.7
Other Department head 52 2.0
Processing manager 26 1.0
Deputy expert 2 0.1
Other 79 3.1

Total 2560 100.0

Table 111: Position of the respondent in the firm: Competition module

freq pct

Owner 164 6.4
Owner and manager 990 38.7
Employed manager but not owner 542 21.2
Vice/assistant manager 148 5.8
COO 22 0.9
Spouse of owner (employed at firm) 16 0.6
Child of owner (employed at firm) 43 1.7
HR Manager 96 3.8
Assistant HR manager 19 0.7
Marketing Head 63 2.5
Accountant 279 10.9
Accounting assistant 17 0.7
Other Department head 51 2.0
Processing manager 27 1.1
Deputy expert 3 0.1
Other 80 3.1

Total 2560 100.0
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Table 112: Position of the respondent in the firm: Labor module

freq pct

Owner 161 6.3
Owner and manager 975 38.1
Employed manager but not owner 559 21.8
Vice/assistant manager 152 5.9
COO 17 0.7
Spouse of owner (employed at firm) 16 0.6
Child of owner (employed at firm) 42 1.6
HR Manager 205 8.0
Assistant HR manager 46 1.8
Marketing Head 51 2.0
Accountant 184 7.2
Accounting assistant 12 0.5
Other Department head 35 1.4
Processing manager 29 1.1
Deputy expert 3 0.1
Other 73 2.9

Total 2560 100.0

Table 113: Position of the respondent in the firm: Management module

freq pct

Owner 161 6.3
Owner and manager 972 38.0
Employed manager but not owner 570 22.3
Vice/assistant manager 152 5.9
COO 17 0.7
Spouse of owner (employed at firm) 16 0.6
Child of owner (employed at firm) 42 1.6
HR Manager 197 7.7
Assistant HR manager 42 1.6
Marketing Head 52 2.0
Accountant 183 7.1
Accounting assistant 12 0.5
Other Department head 41 1.6
Processing manager 30 1.2
Deputy expert 3 0.1
Other 70 2.7

Total 2560 100.0
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Table 114: Position of the respondent in the firm: Future plans module

freq pct

Owner 164 6.4
Owner and manager 978 38.2
Employed manager but not owner 572 22.3
Vice/assistant manager 152 5.9
COO 16 0.6
Spouse of owner (employed at firm) 16 0.6
Child of owner (employed at firm) 42 1.6
HR Manager 190 7.4
Assistant HR manager 40 1.6
Marketing Head 55 2.1
Accountant 179 7.0
Accounting assistant 12 0.5
Other Department head 41 1.6
Processing manager 29 1.1
Deputy expert 3 0.1
Other 71 2.8

Total 2560 100.0
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