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S£36E 2OFHEHSDER. FHFEAED
BAfRAESE

<Bf¥E> 2022% 4R 15~ 27H (RitHEE4H 16 ~ 26 H)

<HAEDSDAVIN=>

GRIPS BHFE T + —F L« REpfE—, fRIREET

JICA A < #RIABRFEER & 0 ASHERERS 17 1 S B XA BAEE IERE

<BhTOEFREDERLRTE - HHE>

FELFAET BARMEE : RS TR, B GAELE

JICA TF# E 7 S5 : Benti Gebeyehu Rffl2 7 ¥ —BRE T 07 5 LF 7 1 H—,
IRV AL AT B

JETRO 7 P A7 ~NNHEHAT : B AFTE

<HE>

2020 FE 2 HO T P A7 ~NONFHRILOR, B BRI EET O 0 4RI & 0 B Epi
2EMIKR OB SN, FDOMA > T A > T, BHMHFIE/N— s F— PSI(BUF T >
5 >20) EOF 2 ILFENZE T TF 4 E7 FDIBGRL R— k| ZER L. 2022 451 A
ICO—>F &f7 o7z, 1208 e HEAN E D AFRIRE O MED A A R 7R B
WZES T, ERFPIIRERREEEZ S5 THEDEMR ST, E0DIT, TFAETE
OB L OB - HUFORENR W= Z &, L FORETEL DT 4V
TAANBIAEE - BE - MEBNERBAENSBSHLEZIEICKD, KL D/S— K F—
HHIHREIRFEEZT, #H/8— b F—EORBEENRB E/x o7z, 7200 M
BNTERNWZDZNIDTM Uo7z, 7+ —<IVRENEOINIER U5 A
I URHETIE HiER AL EOBEOBB O DIIARAIEETH S,

A, EOP<HBEE - 20T - BUFHEmMEFORENELEE, HxOflRIZH 2
DDREHINE %08 D EHISEBIENTN ATRRIZ /8 5 7272, 2 AR50 OB & 2 FE B
L7z, TORAKEHWIEIZFAETBUFED) I3 N ThH D, —E L= H DO -
b hOHDN S EEBORMEEIEY R/ S— M —2 R AL, 55 EOBREREL . B
RHEEDOEACHRMER DA MAMERL ., HRLOMEET —~ L L THS MM
ROY GV EFTEHEEA 2NN SR DEINERD ZENEDLD TEETH 5,
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BORKFEOMBRH - W HEMNZFZRMENICANED > 2B | £ 626 EEBOR
FEFRA EBIRNIZUNA LRIV DS— N F—NEET 200, MEEIIE%D S
ETHERTE20NE ZAMbRIFIUTR 570, EEBURRNGER 3 7 = — XI3NEE
JERICK T T B TEL A IO FROFEE DT, FxEEEE0 [EERE Y O
22 b1 ® Record of Discussion (RD) 23280 I, 2023 1 HETIEE L7857,
ENEEINZ LTV A BRI N EERD OB EK TE2E#B LTIy T T v
THEEICHERT D00, TNEDBTNE A TN T 2 AHEENH DN,
BHtEETRIER SR WEERIETH S,

ZOXIITAEIR Y T g NTlE X D FERIHAREEENS NS DIE S 2h, £0
FERIZ HN— N F— DR EBREEICEL TTHHEL EORREZHITZENZ S,
E VDI FEERME. JICA TF A E 7. Tadesse K& (UNIDO). Workneh & T T34
W) IR EDH L2 DRNTELS DEEANYERD ZENTE, HAL RO
NEBUZZEIIRFEIHET 5. ZOLDWERHEI > T > ThbDEio7k
N, BNF TR EDOBBEHEZ RNCED D ZENTEL, £2IDIvar
IZHENE B, GHERME, JICA A8 - Bl Fex LIS D JICA E¥(ETF —LEDT > T4
EBSH RPN T W W2 &b, 2 v a > ORI EICENL > /2. F’Ra N
I HDHNEEEZDHEGHRMEEIL. RIFORMATLNETTERNEND T EEH<
FELZIvarThoi,

ZORBIILL T THIBT D0, ERb0zEsEETIUL, OFRINZIELABX
U Melaku T3 A & OBIRIRIE DO FIREMEDVE L, QR T v XV &ilT 5T FF
E7REZBERE OB, @i /a2 FEEICAT TOMIL/S— ~F—PSI &
Digmbilh, O3 JNEETH 2, € DIFNBUFHEBM TIE MPD. DBE, CINE. EIH,
Markos JTE A & DR, R —BIFRTIE IMF - 48 - 2E - GIZ & OIFHcH:, B’
fITIE =2, A E (Safaricom N[ OB E LD RFE, AALEY
F ABRZEH 9 5 Kaki £k, Woda tE~ND THFM - BFERZPB IR0z, THITIF
KENEETOA 2, B JETRO FiE & DR EFE - EWAHMN D > /e FlzHRME
B ICEERED 5 Tadesse & (UNIDO) B XN ¥ KR &3/ E D Workneh JT T3
BHREE, TFAET EOBBRERBED D DE G EBRERM L TNz,

RELWSONOBESH . 2y a  HFEOEIIMEIE a7 by T

' BRAOMEAT L H = R THDPSLIZBN TS, RifiREE—EOMET 2 I &<, AMEYDITHFTE
NERBE LR DTz, ERPSHTHEREL TWz4 NDT 1 7 T4 NHEE L. HRo=M% 2T anEs}
IR L7 (55 GRIPS #3EAIT24) . LD DT TFAET AL A — M OEFEH ThH D FEEBCR N
FEDI—F 4 F—# THdH - /= Kidanemariam Berhe Hailu [CNREE /> 7z BT R E W, £/ JICALF
FET THAEOBMIER 2 X2 TV HanHiLnERINERo 7z,
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DINADOBHEIZZINL TH D, Bk EFFIEEN S LNAJRE TR > Tz, 2T
b THfESNTWS IMF R I BA SR Mamo [K2NMHFEL THD,
WH EOHRENEDIEN STz TFAETDIOFRERBHEBENTNDHDD,
eVisa s, TFAETHizEREdIFHE. HAOHARE - BEFHREREIC—H
PESPHIIEZ R SEDDNL < AL—AEZDVWRTZNWEDTH o7z, REFEEBDT
OGRIZBIMTERN ST RERIINWS DONORETE > I 1 > & MeilkHzn, A
Y a— )V PEMMBEIC KD ERTEZHEELD TRWEENH >, 12720
LEOWEHIS v 23 2iRERZRESHEL 2 BD TR,

BBy a i, R ICA F 7 ) (KT & Oz @S 2 HAHE
JE) DTFAEY TOH 2 FEEEIE U THMAN, 7 OAT NINRZEICTEHEHADE
Bl - SEERRIZD S L 72,

1. BFRR

UNDP PR, 3L U4 E5ESE L 7= JICA, JETRO. IMF. {5817, UNIDO.
FEMOE RN S ORERICHE D <, TFAE 7 RFEOHRMMIEIILLTO EB 0,

IFFETRFNEmMT HEREILAATLOEL TH O, 2L E D DTk ESiE
(5 FE DR TN E BRI Y 3% FEEE, BUNY 6%08) BRUAT > 7 L EAAVEARE
DEICASND, TDIFNBUFEHOILK (GDP b 52%) . tHME B DS R
B (BEBEELDF vy a7 0—OF YN ME) . FDI OAHEFENE BEOEFIX
PRI R ETEDROFEA - BHICEZEN TSRl . R —ZBERD R ED
DA IMBT N5,

INSOHERELTE, 70—V ER 2 D EENER 2 DNEMTE %, 5 1
12, 2L B RN IO T M, 272 L TF A4 E T REANOZEI BN EMT
SO, BIEIIREERICH S, FH2i1c0> 7 - UU I FEkF, TUITFFETIC
Eo THMARE - flikgmils UhE - B - IR E), RF—DBBIT 7 Mok dX
BRI EZFIERIT, B3I, T4 7 712D <5 L4113, #5G0HE
WRBEE, BUFESZHOBK (GDP 2% 05 4% ). KE O NEREHIEH 5
9% AGOA 710X 572 5613 (& 0D E BRI ZE OHIR) O nlfet:7z &2
KRERBFEEZRIFILTWD, F 41T, O3 TN, BEEEMN. V< UINTHAEL TV
LTEDIIBEEEIIIA—TVELGZ, BTOS AR VEH LT EEDNS, T
FA Y7 BUFIZBMEM B BB ED X 5725 H L LI, FDI & O 5L, IMF ~D
T00 T AEERE. TEEIEOFRFLETHLL TWDAY, RXIEEAOEHNZ)
REHTHZEZFDTNLNTHAD,
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2. IX&E (MO)

2R SR L T, LEARIASE - e KIgIC%D, BloEINITBIERL 7.
MIDL TIDL LIDI 72 ED#ABNED D, TNTNt >y —Lino7z, 7z EKI 0%
I 5 THEAICER L. 2 v 2 a 13 Melaku Alebel K & DTS (Workneh
KROT7L>2), 6 DO EL > Y — 2 RHNLHEHEMFEAN AT 4 Fa—h
(Manufacturing Industry Development Institute) @ Milkessa Fi &, [H&EA > X7 «
Fa—Mnohbol#it ¥ —0 Asfaw Regassa FiEZH0INC, 3 EOHAEER
TR G Nl REE DR 2 B 7o 7. R BHEHEICD W TIEE &2 kD Tid
ER

Melaku KE E3HRE TH o7z, KEIZETINETOAADH AL IO FMT
DiRWFELFEEH L%, BIITIET 7 U HI3ED 57200, JICA O XD ITHH - f#E
DM EEHIT 7 7O—FThRriFNERS BN ERRE, TFAETIZINETA
ST TEMIIIEANTENRDDORREE BTN, WEBIEFEZ IR 5T
%, BUFIZNAA O 2 HICBiR 2T v 77— 2L LT, KEMNS LHEANLS
EWF &S EL TWBAET #5ES (National Industrial Movement) IZDELLFD XS
TSNS 5 T2,

BAIBEMNOEREFEREZFEL ., INBIFEHEL. SHEOHSHSEICL T, ZDE
el lz, 2L 10 Fdb2WIEENL, Lkl 5. EXOBRBHRZ S0, Bk
EORAEET L. #HBH O FDI ZIEUSA A, i AR St &2 (21 2 2, EEE 3 M
TO—>FINTITIREWIKLAHTETNWS, 7P ATH Unity Park T5 A 7
HICO—2F9 %, 500 NEHEA D1 N2 MIRDTETH D,

ZOEHTLHEAO MDA TICH LTI, TEBEZ 20EDTEMEED.
HEEZ 559 % Council DiERICEMOBMEZITZL TnD, BLEMTIERNE
THEEEMENERERA D, PTRISHERICHMEL TOWT<2bDThHb, ZDif
FIRDOFBEN EDO TEREN, G OREE T 7 ORFEF — L Tilam L T
B, BEIROEIIEANETD, TERIINEZMENTFLIEND ZEIT/RD, 10
FEBAD ZDOEEZARENIL Lz, X7 ORFF— LI INZEZIT AN, EHIC
ERoTzEND DT, 10 HEGHE & Z OEBOBIFRIT, 10 » F 5T O L3 ERE
DD DEMRIT 7> a3 > EVWSE DT TH S, FAlZ GTP1 & 2 O T 3B

P RAIZOEH OB E BT B IE X EZE B KE Y RNA Y — 5 AT : “Ethiopia Tamirt: A
national movement to build a manufacturing Ethiopia through an integrated and sustainable approach,” prepared
by Ministry of Industry, March 2022, Addis Ababa (F#f + HXE D49 X—2), Tamirt £137 L/NTFETD
KB AETHENIEERS LW (ZFAETHO [HDD D),
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R L ERH#HL TV 5,

TR OHKREFNT DN T, HERDFE directorates ZFE L. KED TIZ2 ADH
BREZDT, TOTICEERERZHLTH52DDT7 1 2@ W, BiFDERE
D 1 D13, Trade Z A ICHBEL BIERICHE R T HHICRLEIE. B 1 DOK
LIL, NI TOMHE - L% - BIF - L% - BEIIL - 12D 6 DO Institutes
% Centers 12U [#FEMICIIH TIT LR 2], TNSEHKATHA AT Fa—h
ERBITEWZZ L, &2 =YD T TREICHN T 21T LW S EHIR
MHENO5RN, WoIED 62 Y—Z2RNLIAEDA AT 4 Fa—FTlE T
Bl - HAR—b - R&D EWV o RRHENEEE D . SGOMETRE ST - B
R EOMEBZE DL ERD, D1 DD T L [HMLI O, #&E % h
DETHIREIETH D, REIBIRFOMETH 20, TS BRERER
(entrepreneurship) | Ministry of Labor and Skills D24 E72 0, T¥EEIITFAET
EERFEA > AT 0 F 12— (EED) 2l U CEMAP/NMERICHESTHE N5
EIRHI E 72> 7o, 2O, TEAICE > TEEERILEZBEKRT 5.

HEHEICDOWTIE, PIAYRIFAETITT 4y b5, mENI WV, RIS
MOENCO #hRIZ b I N Ixo R 28R b H 5., FIZ N [HALIC]
KNINEAREBMSELSTZS S, TFAET THRW NIV IRENE DN, o
O CHBHESMIZIS MDD DDH S, TFAETIRIB2THOADES D,
AfCFTA OBNFTIZFFET D SMEAHHS TESEA S,

JICA £ &5 [EXE] T 2MITDNTIE, EHIFO Mamo K EGEL 72, I3 T
REBENT IR ELTREONENERNT, JICADNTEL TWEHE L,
i, HEEREIT TR TENEOETETH 5, 7272 L. JICA [Gebeyehu K] ITIFH
BICIIT =T 5K3RLEDN, 9BFNTLHEELMBEZ > TWARNED
TH2, RDWIERMEINZED T LN, KE 1 HE TORRE (deliverables) %
BHTHS, FERORRZFERT DI EITR20, BNTWS, TFAET OE G RT
INERNZZIN, BABEOEENBNWESRE T H I ENTERN, JICA NHAREZ
DNTLK BT TIEHRBRNWZ EiFbho TNWBAN,

ZHNIZH LS HIFETOLS IRz, FOREDOFHKFIFLHEM TSN,
EXRITIIE RN R EBER L NIV D 1738 % BORMGEIZ BRI R 2 52t
BNIE/,WPHE, fED DR EEIIERLRS, ZN6PL0 EOBERICH L.
WMCIREZEZRETIHOTH 5, N DRERBEEZmWENH L TERLKD
ETHEETHD. b UM, FDL REFHFNBRENHOBZNRSIE, THUIRSH
DELETHS. HEANSTFAETITHL —HMITMAZTUN—=F 255D TIE
720, T RN TEFENZET TR0 E BRIk T E A SRRz, KEEEED
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BMNELE S, TFAETMOA—F— v T OEEMEZ R L 7=, Workneh K H
RLDEF)T 4 —IZDWTKEICHHAL LD E L, WolES Asfaw KIINDT
DM D% 71 Engineering Capacity Building Programme (ECBP) Tl 4 43 B O BAREY
75 deliverables M d o 7= Lk R 7z, KT, HADFEEZBIIEOWZZE720 (We
need you badly) & U, L EDFEIIAN LT L., #FHEENT T 2 AARDEGIZONTO
HEamlico Do,

BHNSIF, FEBIINWER S, TREANHL LS TEORL TWeEE
WETRNTz, 7272, B OB EFIHZ WA TZINEZFERN DN S 20, 2 S 1EH
EWEEE, ARPWDNR B THTEDNRE L7z, 2B x OZKHIRITH
FOFES TWRWN, TR U ) 2 RELARE ©17 5 1T BUR Tt & 2L E T,
TR N D, £T13. HABUFIC TEEORMEEM/ZNWLOETEAT
W2 721F 720, GRIPSITEBID THE 1 IZDOWTIHNT 2050720, AV —k
TIFEE | OFZBD TN EEEENERRT,

PLEMNSERT DI, FEBITHERKEOA =T T4 Ih6HEbDTIHRLS, <
JORBEF—LEDERPSEENZHDTHD, KEOIREEIZHZHDODH
EEFVWZABV, EHOOI Yy P A B ELZHSNTIER N, TONEIT. BE=RIC
BREEEEAICE XM E LB LW DO TIER WA, BHEERIRICH
HEROBELETEZ L NIVT v T 5DICHi e 7 L —XicnwiliaB L
HbDEVZED, THUIFA E L THEIL , KB L7z, £/ HADOREME 5 (&
B kG - HER EDRREE Z A5, BURMHITBE T2 — R R —) N DEEHD
RINER Z D D AREMEIZ T BB, TOEKT. TEEDBAAROHHERLVWIZT
THbD, WELERNBEDEESRWEBIANDOZEIZ) A7 HH 2N, HINEOEHER )
OHENEEDEY T4 — 2@ 5 il OHETHH D, I T OHEME GO
ZROTZ 0, THEBOFEGFNTDONTI, fTBIRLHFIC/AR 0N B I AE DR % 5
U, REXEEBEZRICL TEORGHEREE T F—IT. ENLSOHEFEERAIC
BOENIHBIZHMTESL L, DESWNINB LNV, ENERENL MO L
BNEEL Y —DHRIECRE EBEZRETRERSITS ATND, E2fikHoHh T
D 2 EHKEDOREIN LI TRV, Z IR TIER <, EBRIC, ZoEHNE
DEDITEHEINASNEHDLLEIRNHA D,

IR BHHEBOFEH X T A% D EKI O Asnake FiENHNT %, 1 E>D
HEEMTTEIN LLTERNWhEZNREEZA, BHENA Y IIHEET S &
DEZATHo I [AHXLHEFE TSR], FEE M R — I EM S NshD T
XM, Z< O R F—dFEME LR T, R bRO TVRNK S TH o7
(Fx O TIE GIZ, EEH, HRNEDEIOIBEATZ 7). FEIT 12T 5

10
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ELTH, BERFORAFATTERIT I LHTE LA, Ml 529 51232
MATHIZ B NERZIT BT ZENRIRTH S D,

3. HHEHKR

Urio&E@1 > A7 4 F 22— bk (MIDD & Manufacturing Technology and
Engineering Industry Research and Development Center & 15 EWAFTIZ/Z D . BEFR
WBERERNT D TH S, BIEOHM THE - WEZ2 GO KRB 2EYL UL TE
INTND, Asfaw FIFTRIIEPBHEO T =7 THEYE - FIR - K - Kz &
ZHM MY L, RESHREBR L, 31 FHERITIEE L TE 72, Workneh [LEBFT
HD, BEIHEBGRZ HINCRR L7208, TRz OB EMOAREDF v v ToN37zi372
L<, ZOREIF 2 AOFTRLD b ARENIDICEDN, §<ITHEBORZ#EAR T
ZEDLEMHIFE S TORBRWVHIRE S 2. 2E5M5IINT SOIEK, NI & OHINHE
BB OHRBREN T TOHERE OME - BUKR - MABIOARY2EH - THE
BURORES) Z2HBICHAL 20, 251 THARZRE L F A ETICHREL
720 T 3z tet & 0 el - SEAICEMN THLENERDLRETH D] [AXFN
HSLZ MR 72 [EFESEAZZ T TZF A EY NS ENC SR Z it T 5] T
Y27 —THEBIMTE L) BEMINERRIT BN o7z Vot —HDOFKS
N> Tz,

7 7V A A EEEEE S (AAAM) OB T 7 L T¥EAKE D Alec Erwin K
ZAYINEY 2 RELTRI T U TEHBHEBERSCENTR L, & EITBUF DK
RER/OLETEDZEE ST, ZOXHEIIODWTIE2 ~3FERDRT T MY HN
WS ODDOEERHL N, TOLIZRAINTIHES72EDTH S . ZOBUR
TERRICH 72> TRBREENS 7 4 — KNy 7 215, RENZY TV 4k E8tto
BIE LizEWSH%, 3% - MOENCO. W9 ¥ -« Kaki EIFEEL TWhiaheEnl &

PORFRMEEONSIDEEE R, BFFREICK DAL TRIENZZFAE T OFHA F— - fikEHz
HSENS, NEOHRIATHE T ERU, 5OEHICOMREOEINERT, IRPT—r ay
HIETHENS ZET. BMEL T Y-S XD 1 DORFIEDHENH LS IZEbN. &
FEEREEZDTTHRELTVWE—BTHD., TTIREOKRD R H L NN, TR EEH G EER
EWVWDHTETHAD,

* 2020 4E 11 AU EIC O H B BORESEAR 72 5 72 7 )by 7 K SEEh O H B B BOK O #3252
. FRAHICT A > N ERKICHEH L& (Kenichi Ohno, “Comments on Ethiopia’ s Automotive Policy and
Direction,” November 18, 2020) . & D% i3, FURFRH#E U T, Pl EMENZHICHEDDH DT L, o
EOBERIIELZEMTRENTRRNWI &, LDDIFCBU & SKD OBIEMNDRTES &, BRATHES
TEMRF L THRIWT ITIERITARD AW & fERRPOBERANOERE LTI, 7 MAaRETlis
FAETOHRET Yy FLIBRNWI &, 72 E AITEBEHEHA TR, &£ DI/ BB EE, I
EHOZERLEZY Y DT IEIFAETITRNEDEIARETHS D,

11
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7Eole UHN, TIUIKWITEIETH 2 LB EZA, T T Edan, &<
IZMOENCO 13ELE T < BGEEM B DB OE#NTH D Lk R/=°, 1 > RED Ry
A= EEROTNEY, 2L - BEEREOHEIHOLEICE SN
TBO., TIATRNKREAOBITRONIIK T THEDI &5z HEAANDT
HELT.SNS5ZZTUD LFpETEEE Y — (RE-TVEOLE) I RF—
HR=FNRNDTHTTIELNWEWD ZEE S0 EHHREENLNIREET
ZDEIBEFHIXH FDBENTHRNL D ITEDN,

M VWt (37 @ Schafer #:5) I3 TF 4 ¥ 7 #EHICEMRE B, 20194 1 A
EIC & 4 THH O 77 GHAT - B ApE -l - 71— = 7 U > ) IZBIT 5 MOU Z#5 TN,
GIZ I3 ZNZ M Z1ET 5 TEEFECTFAE T BUFBRED R VHRRE
Dl f1 4t Uiz, o2 i3 BRI ORTREM S &EHIC, ZO8E ZikHIc 7 + 0—
U GIZ QM F LIIBEERZEEL TELN, TFAET7 TIRLTT L EANK
ZFNEFNARN VW (O EIEITIIHERN TII W E B DN S SN S 4 Ko7, 5
FHNGIZ DHYFEHELZETS, VW H ORI BRI R & D 72ED
ZETHo. HBHEBHE TWE GIZ Mo TWADIEL D=7 — I —0f
FRFLT, RIYVORMBEBEEY > Lz TR (DeveloPPP), /N7 ¥ 1%
Hi THER T — 1 — 1o U CHEM L 723D BB EA DR O 2 &, THEED
EETHEEFHICHL TR, O—2FA R HEDTMENDYR—E2T 50D
LNBnwEDZ L7z,

Syradid WIS F Iy I OERFORFTET 4 —F—THD, 2019 4 12 i
T YO ITh Ty ZHINLZBIIA L 72 Kaki £ (BB ELRE, 2003 4ERINT) O 7 L AT
F LB &MU, THLH LITRIESR, 4H 2 DO TH 2, TIHITHEHHT
(Lo - Einf - #ilm) OREERE RECRERT « ORBINT - B2 L)
DEBRITHMI IFNITH T 4 A, FEREE S5, BB EMFR T 5N TV,
HEERDZDIEFIZITHON TN 2, HRMNLIZ S DO AT —>a v &
BREAT— a6/, REAIE Y > T INTho7ZNHADONWT ST &
RCLA 7O REDTEE ST, TTIINWT SOFEIIK T L, TFAET AT T
AN TTNWD, 1 7 M T—H2BORENEDN, BUERERREVICELND ST
HEARIE T SKD N+ A2 TIRNWD T, BEIRIIEN, 227 b T—H4 A,

> 20184E 6 AIC GRIPS I MIDI 2 v 3 3 > (4K Workneh Ff &) Z HAICHRA L, BHIER AL TOREDH
E L7z EZNICH TEALITHBHEICBET 20 - I F— 28 BEERTBD, Sy o —F7r 27 Ol
EHRED L, BORREICHZ o TIHRA—A—E 0D Eil 24 EFET D5 LS MEITHES 2L TEK
BThD. TFAETBIFIRS WA, Ml - ABFEROEDBRNVIBEDA AT 4 Fa—>aFIAE
U —ld—5k> Tz,

12
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HDNEZNLLLITHECE LD NEITTERN, BT 28212 SKD #if - Fv
BEZ2EHRA—T O LETHOBRTRETD TERD., BIEOEER TITERK
D ETARBEIFIARETEHMISHL TIHNICE T S5, ML THRDOTREBEIMAL T
LDONWTW5S, HETHEOFUARINIRIEZE D > 7208, FEADR N TH D, £/2B
HNTICR LTt >t T4 TG 25N THRn,

Kaki ttD 7 L > TIILA T OB EN R S N7z, SRR R ZHHIC, ERT —
& DR, FEFRFEORIETE, FEAMEIOREE A N &, BBENES 2Bl LI
Underinvoicing] ERkHDITFLEBHI N TR > TS Z & (Z3UL MOENCO 72 &
ikt BEC)., Hiffi# - L - ST 7 ADARE, JICA NOFLEL T, ERH
VB E T KD IRBORAE, RFETOHIMELRE ., ML BEORE - £l - ICT 7z

DRENTRIL, FITREBEDT 7B AR EANDTELEND T ETH o7z, 725 Kaki 1
Ba—b— -5 axREziimt LERmADEDDINED - EBN TV DN, &K
LD NBE i3 TN A D 2 LW ZEF— 7 TE <0 CAEnE s &), 2o
ZENREICHEZNT TND ED T EE ST, BIEIZWT SO/ KT v 27 (NPR/
NMR/NQR) ZHIN T THRZIZ CBUBAZREL DDH DM, [kGLMENEZITN
I SOHFE N T w7 (FSR700P). ¥ TIVF v+ EEV I T v 7T hTv 7 (D-MAX) &
HANTIZNWEDEMTH D,

4. IFFETHREZES (EC)

EIC I3, PEEBERO S S FDI BERZHY L TH D, £/ PSI & GRIPS NI FEERR
L7ZZFAET FDIBRL R — hDEZDZHGHBETH D HTH, ’xlcEo TR
HEN—FF—TH3, ZELINETOEIC T, ZITITMA, by TERT Y TD
BEJ1 - NEARR. BELSHBERZEICX 0o RE 2 ] - L TER 30T L
HNZRWN, B EETIIREREREICHERRBRAMNEE L 2 ENZNN (L —
T I NI HFE), TFAET TREZEZDOL DT> T, 72720, ik
DNECR GRS 2 BAA L 72 2008 4E & LENFUR, EIC OHERR - BEAE - SRIEOUEIIH I
LWEWA S, EIC &340 3 DOl Z 8 U TR zir-o 72,

£9. PFEEREN LM T 20N S BRI Temesgen FIERBEEHEWLLEE Y
Ty I ALRFHATH EDHMmEB RO TENTE, B L RILEER (2
ZME) & TEAL (EAME LD, Safaricom @ CEO) . RIEEEEDH IR
BARHEBEBRBEN RINEBOERS, 2L THARBET TRV TTF
FETIHNTH—FTRERROTE ) Lo 2O RESIE. TNETOAEREDH
WM NEZEZDECOMEDRNDBDTH o7, BEDER T, Y hHMSFRL MME
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L7z FDI BURL R— R 2N 5I =235 —Z EIC THfEL TWiZ< &%
Temesgen FIRERICEF L. &SNz,

TOIZTIFT—IE BICRFEEICTI v a VREOAD Y M 1TRFIZR> T
BAfE S 7z, 1T U DI KEFfiE—I3 Lelise & B . Temesgen B2 B £. Daniel BlZ& &
E#EFHEIR Lz, COBR3 A3 I —HHEICHEL. ZERITIIME DR
RN TV W2 @EPHER & D Z & T 3 4139 <HBRE) . EIC 725138 50 £408
SN 7z, £ KN FDIBOEL R — N OMEZ 30 3T EFHPAL. Fily TAMER
%)% B8 Industry 4.0 & COVID D (G 8 &) %ISR, 780 O 2 5
SEREICH Tz, HEIZIRENDBOHZHNUTETRNHDHH o7z, WTIUTH X,
BEHIC BIC B> THZ R, B - BF 2L HEOTVWEESE, X DL R—
NOBSEHE R ZEL S TR, EICIZIZ IS LA 5 A ThWERENnWEZ &
I L 720,

Agricultural Transformation Agency (ATA) 7»% EIC IZHI[AIH T, 1 RIVIZS5 ()
WHIT 4 L& —ENEENITIT BIC BN 5 I EIEhFABLZME SN TN
% Fekadu Nigussie Deresse [ & BliEH 2 L. i OIEEHRILE £ 1172, Fekadu i3
DTICA IFAETOBMBEE L L TEETHTIEEL, TORIIHE T (AKX
i) ORERED T AP LEARBRAMTHO, A ITEITHEEZID G- TH
5, HELTIE EOSOREMENHEDITHLENEELCTWS, ZRNEDL 57
AN Lz D Z &1, EIC N OB E 2R 55 A TEETH .

5. IFFAETHRERY bT—F2 €% — (CINE)

Mulatu Teshome A K EIZESFEE, BEKE, HA - MLa - pEZEDK
BT L 72 KMBUEE T d 5. 2021 4 8 AT Center for Investment Networking
in Ethiopia (CINE. ¥ > &FHF 9 %) 2 Al L 7z, F 4 O FDI BURTIZE OB Lo
5. JETRO QBT R & & BITFHM L T DIHEHINAE E & &5 7z, CEO ® Lemma
Degafa KB FRIE FEHRORT > T4 7 E VWD), 72B CINEWINT LU 7 ARTEH
MNFA & AIF% L 7= Hailemariam & Roman Foundation E[E U, MU 707128 %,
AT EAHIBERE R ER THR TERMN > 7.

Mulatu #ii K#EfEIE. HAD JICA & GRIPS O REDHMEBICHE Z/RLZD
Zs LF DK SITEIA L 7z, CINE I3BURFHEBE & R [H % D72 < [Reliable Investment
Bridge| (F+ v F 7L —X) TH %, EIC DX D72 BUFHEEI Tl 0, HEFKNE
LTHEYT 2EANEEEZ EDHITBIFICH > T, BROZDDI I 520
Tbd D, "WERRM, FDI EOHT - #4527 — PRI, Sifisin, B
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GVC &SN & W o 72 BORH) - EERT — < 2K T 2 TE ThH S, BHRENHR
<S5 RTIUIFDI EABRIMAIITERWN, HORBFEZFHREL =M. BUFEE
AL & DI TEF O TNDHDO T, REMETIId 20 ENDEAENZ B,
ERREDHEL /Ny 77 v T TES, BER - WILOEE DS 2524 L, $i#l FDI
EFEBTHELEBITMFDFDI 2% — 79 %, Biip¥bimt L T/ o—/VIUes
B2V, TNETID L2 ZEADEBIALIH o728, BREDRSERX T +—
AN EVAV ISV

INFETOERDOHEESZ 2 D2, S FDI Z2RELL 725 0. ENEH
MBI L UM I EZ DT CTIEH T 5 2 &N o fz, £E-ICE <01 >t
T4 TEMG U0, EERNCIEE S IR K 0 ENIRFEZER L,
DBE (3 FDIICAE U9 E72, DOEIZBER AL THERNEZED TH S,

I BUFICBURTE S RN EOMEZ 1 > 7+ —<IVIZH > TW<, CINE IZ
ED. B -BE - AT AT ANDT VB ARESTH D, k7 +—<INEF v >
)V &L TE. COVID At 4+ THEMEANEIN TV S, Investment Forum &1
L AZHEfEHTH D, A /N—IL CINE B, HELE HHd¥ HILA Sl
BRI/ E 10 4532 TEL TN D, ELFAEITDO W TIIHEMID Investment Landscape
Study 2 fifih T, fFRITEWIFE & Lz, B2 A 7285 E %2 CINE 123k T
HHOTWNWL, ERRIZHKD, 2721 CINE DAMEZRILT D06ENH D, VY —2
DXTEMN DD EH DTz,

AAHAKREE L TN A [1992 ~94], TFAETIFHRBEITKTIEL W E
WA DIRTUTTZD D T2 NG AL 72> TRIEIZE D 5 720 BV I RERER [2006
~ 13] IZIE FDI ZMENAD B K 512785 /2. FAlZ FDI OFLRZHEL T 5DH D
7Zo HAEF (EL WD HT) 2T 7RIFIUTE 2% A1dfA 780, FDI 23HEd 1
BIFAET bkET 2, COMENWE ZELEDRL TIRSRN, 4 HMS5H#
BHERIIAN AL E LU TOHBIFE A =27 740 7 (VIID 2N L& 25,
THUCET 2 ERNIZL W EDEFHENH - =D T, BHIC et ]

CINE I3 2 L TH B 72 NPO THIZR A 5 FEREIZ7R WA, B KHEHE D BUA /11
HBHEOITHO. BH - BRZEOEANOHECLHOB ORI HEE NS DN
HERSITHFE/N— I —E L TIEFICENNTH S, F/ZCINEICESTH, HE
EHD Z EIIEECEE N OMILICORNE TH S D, EYHMNE THERN LD /2
WA, R 4 > 4 > DOREEME 2 &FEIC, 5D CINE Z2IER L TWERZN,
E VDT ZDOBURHIFET O BARNER ZHT2NHDTH 5,
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6. BERMIRA AT 4Fa—b (PS)

PSIEZFAETBIROBORS > 7% > 7 Th 0. BIEWIEE OFIIK 60 £, Hi
£ @ EDRI %> PSRC R H &8, 2008 LR D4 DR/ S— b —HEBITH 27,
ZDO2ETHEMN2EMRD D, GRIPS EZNETHH L TELMEE 3 HBEIMC
BiR L., BRI & 75 5 7z, BiFTE Beyene Petros BRI A 125 2 I BURT
BUAROREZ B G, BIEILY EABHEIZH T L TWAFETRERAY TH S, &
F£1AH27HIZIEFDIBSREL R—hDOF > T4 > 0— > F CTHEDEZRX TN
W, EBRICBRNWT 5DI5 BN TTH o7z, £/2F LR — b O FEHRE
FHT®H 5 Dr. Kiflu Gedefe Molla & HHIMTETH > 7z, 41 Dr. Kiflu ED/MEFD
% MEEEDRELIDRERSEEZ2EH > TINDNSDIHNIOEEiER L 2.

v a CHIBICHESNZE 1 BOKREZ 226 Tl Beyene ZIR D FZ N &M
O RBLEDERLSINU 720, Fox OEEBRMFEICE > TF—N—RA 2 ERD
DIFFEFEHYS D Dr. Amare Matebu Kassa & & ZREMHY D LiE Dr. Kiflu TH 5 EH
Oz iz~ o, @EtoHSEFEBFEFE) . ZDOHIE PSI. GRIPS, JICA 2311 Z1D
AN TBUF ORI D> THBOREREIZN D 520 T TN ETOEFEBURITE
L7z I EOFTEOHES. BEFIOHEORET. BUFIZ BT 2 EEBURER OB =
72 EDIEBRHN B o 7z,

FEomOEETIva v EREAIZTHON, HEE DI NEIFTE 2 4 (Dessie
Alebel, Teferi Tiyaru) 23, WA DI w3 UEREBEAILZNS, WhRDT U
Ta PRI ENEiEGR Uz, £ 40 SIEBRINESHSE OFERZH . PSI
MOIFPEXBIEDOELEMRIED YU A RAVREI Nz, HAMNS, TH¥E O2E T #EThIC
WEEEZARRHBE S ©H DM, M UICBOEA > 7y h2BIm> TW 0D FER
T& ZDIDITIETHERENEELEEZ ST — <% PSI & GRIPS #£[FHTE D H IS
BT & EEBRMEEE 3 72— XOWIRNICBAMBEEZ#Rm T 57— ay
TaENA LN OBERHEE BN THMBIZDICHETREZEZES L. T2
TEOHTBEENT—DERME 6 DU, 272 LT —<IdH < £ THIF (T
¥8) OZ—XEPEADHNET, TORDITFEENIEHEY O Dr. Amare & JICA O
Gebeyehu i3 Melaku T KE (7RWLED Y RNA T —) ICRRAICTY JO0—F 7
NEZ &, TOBE. PSIOBEFEHIZE 2 AN L KENENICHREZRTNESI DT &,
W DEE 2 C X B 72DIT PSI » GRIPS MR TITH S LLTNWET =V ay 7D
TRICDNWTOERZHS ZEE L, TDH T >FLO—b—DNHEIN, Bk
L7z,

INS5OREZEU T, PSI EOBRBHEIIETLDDH D EVNA LD, TESE
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DEFT L TYH—FHTPSI & GRIPS KL BEHRDH B[R > Ty hEBT
BT ENGEOEENHETH S, PSIICESTH, BRABRMEFT —L LMD
i3 HEBFIZXDEERE THNA > 7y NeB IR 57255, L
PESEBUFOWFEIMT & D DY TRELAE Bkt I 27251, SHEOLFEERE R E A
MRS RE T TR 2 0k S L RIIFE O 3 32 BT 5 2 & b ulREn H L/
A%

7. FrEFEEA (MPD)

FHE B FEZR B4 (PDO) 13E 12K LTI N TEHEFEA (MPD) &755 /2. BT
i U, Fitsum Assefa KE 25 BUF & BCR O EMRBIC O W TR L7z, L OHES
BEEIUTDOEBD,

T ORETF— LAORERIZZ O 2 ER E <IZhbho Thish, IfEE (MOF).,
J 1T (NBE). FHHIFI¥EE (MPD)., HHF (PMO) 28T A N—TdH %, LEAE
BREDITA I ARMIITHEIIEC TEIMT %,

10 5 4EGHENE COVID RIIRE LA N T2 v 7 OFEEM > TS, BLP
BEEANDOFBIIREN, FILEHAFICLD, NEH T T MERER I N
ZHUTTIEDENYZESMDD ., RENLETH S, sHEOEMHEIIAERZDN,
FHERNADBENRD S, BEiHED, ENHRZERITEEB D OSEELED DI
TR & e o T HIBCEERRE S PREIO Z &1 12X D budget support & A H
RZEMFETITRTIE® SN TLE S,

BT ARGR S N /= iR 518 BT (Economic Recovery Plan) 1. 10 » RO —# %
729, 2022 FFE (7T AL D) MSBIAT %, EHE 10 HEOMIC 3 FET EDE]E
FHZEDL B TEL STz, PIFED 1 3R E L T, Z20% 3 FEHEN 3 [HE<,
10 # EEDQHIRIIAZE TH L DERICIIZ N 25T 208N H %, FED 3 HF5
EX LR OREENIEE L 2 DIRERBR DD ER o, ETILE TOWIN S A —
(27T, lE EERE) ISHLERIZRS RN, T4 7T DAL MOgkiiD
BRI LAY, ORIV F v TEMMITE Uz, 223 TR0 1.8
DOHBICIZERCRENLETH S,

I &3 BNTHE [H BT (Rehabilitation and Reconstruction Plan) 23 %, Z#1
FHM B EERRHEL T RS0 R —&e EHINH I T4 (710 751
MWET T 7=V« T LNTMO—FE) OEIAZITD HDE. ZOFMEIRT 71 F 51
ZDEEMECH B, T TIREC T RN F—ON T TIIEIHNBE> TS, 71
Ty URERNEBL TV, BEPIRILF—ICbHENHIBI N, [(EFEY
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LNT » T T 7 —=I)UNNTHD, T4 7 FAMNIELEFONTENS TENENDY
JiOBWITH LTI 2D EBD T,

Homegrown Economic Reform 7' 107 A+ F5HEi O FEfEs:F 2 KT 5 3 »
HTITHOD, TTIIYAINA M= WEEANEEM, O AT 1 v 7, T3
F— AT ITRETHS Nz B TIZRERRMNIRITIR LW, NEDEFERE
PEFEENEED . SHRINERMADNARE L3> 7o, TAUT TS (BHFES)  #%
BB, R E O AW SR ST A, 3 4ERTNSREK - I - & L - FF
RO TIRESEITEKEFRZHE T 2EMBRIEORMNEYN L2bDTH S, i
BEFTLTIHBORY T2 ALl GiE 20 FREHI/Z-722 FB). FHEDNE
A PEV 1600 J7 quintals, 413 2200 ~ 2500 quintals Z FLiA A TW 5, BAFGIE 1700
73 quintals Z A L TW /2, INEBRHNT Y 5 25D > 7 GRE) S, S A<
HERAL N ATRRIC/R D DD B %, A0 I TNZITTY TIZ 400 75 ha G Sz,

WEBCAREN T a6 KE EZORIBHEEITR > ZBHREZL TWb, TFFEY
IZIIAMEN S OREE & KRN ETZ, RENFRRIZAND T L2 LZATND, TF
FETBIFIIANEREEICH L THEIDDBBEL TNWDEEIATHD, IMF 7075
LFFHHARLICEIL SNz, IMF EEXTOBIAMNIENZHBETH 5, 3F0—1)
2T ORI RS DR N TOMBUINGE, AEBENOZEIERTH S, WBRF
X GDP 2% DI LM IBITIERT B EFRIND, ZOEIKE RN,
Ty AT ANOTNL <725, ZHWEES] (solvency) TIIA<Fr v aryno—
(liquidity) DRETH %, 2B ONEOERH BTN S NEAENHREN TN S,
WEAE DA BURT- D 8 NI BB M IFES: (T bills) EENEAICE > THOEDIN
oo SFERBERNEMIND T 71 F > AN LTI D725 D DHIMEB SCH AT T
LL<BRBZDTYAT R a—XF—QEFENATREND T EM], MIMEBSHLD
B RICOE, PEEDORRPIIHEALTNDDFEIIN N 2SS, ZN6D 7 71
CAHEREA T L EIHI LN ST bR IR S a0,

HEERIZF IR E > 72 2 & TRV, ZO—/NIUEIC K 2N AT O%
BZFT TS, A 10 RILNSWo e 78 RIVICHES 720, WEEEEITRPE
i d—b— - @ COMRMHNFHRT36 E RV ExoTz, SHEEORIIDO 9 1 A
OB T 40 fE RV T, UL TV 5, Homegrown Economic Reform %2 52 3 B
RORRTH D, b UHBEAGELETHITI T NS XL 0EBEH TSN
72255,

TEBRNRD 2 2E TR, TELAOEHEZ T TRME. 1275, hED
REIMER ELHMICO > TBRZEBT 2D TH D, AR Z OER) 2 T3¢
BEPLOTWEEEZW, HARDOHIMBETH % (Japan is needed) .
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8. IMF & FRERTT

IMF ZF 74 ¥ 7 F#AT @ Jules Leichter T & 13 JICA FHFT CTliak L7z (T4 -
IMF E)Vidgei), RKOFNI T EBD,

BHIED T F A4 ¥ 7 ORFINE ORI 4. F1ED. /Ny &, COVID, O
STDITITAFTRED S D, ZODBAEMFNRKOR#EEEZH/Z5L Tnd,
COVID U7 74 T O#EIIZ I EREL BN, TINS5 DRENKEZESES
MEDINS IR0, Firzizsh zBifsgb A RTEHIREZ 5 &0 S 8 ENTHER) 1
HE(LISHITT 52X DA R DM, FIRICE > TRNREHENIR E AN
B, ENBRERBEIIELAEIS 2280, TN THEFIESEICII Y RLT
N5 ENS TS, SERTID B & TIRITR S D TR ND,

LM IR EZMEI BTN S, MO REENZIEL., £-BRNHE
SN DREEENHD Uz, SHICRF—EEDT  AN—AM 2018 ~ 19 4F
DE—INEEBIAALTND, BT [NEN] BEOEWTH 5, EEHEIT
KEL WY E DT NNT TN L <725 T, EU I budget support & &,
KENE 2022 4E 1 A1T AGOA %45 E U THREBIZEICH = 2 5 2 7=, 1711213 budget
support (5{8 R)V) %< DT O 7 Md 50, BHESTOHIRENOERNH -
TWWb, IEERLI D I FAET BUFIZH 5% D <5 NEREHEZ FEF (de-escalate)
THEENTH 2, WOk DERIZ, 1F#E, ) FHBAOZEMET UNY —, T >
YT 4 — HFEEOHRE) O3 DOTH5, HRITER. BEmHmd 720D,
MEEELO DD 3 8 RV ZBERTERL 2,

IMF 707 5 LADF 4 ZAN—AI3 &£ 5T, IMF 1X2019 4 12 A2 ECF &
EFF ®2 ZAF— L 2Pt L T3 4EM TR 30 RV EMET 5 2 L2 RKRB LI, T4
AN—ZVIEGERE, HEE3 AT EIC6MEREIL TREINDH, HEONH
I TURIILVE2—2"TETWaWn [HTwanl, KEWSEED ECFIZRFL.
EFF 3 E7ZEENET DN, LEa—NTERWHRITEE &8s, KiEN
T =X ABBETHZ, ENTFAETRINAVZAVEIHEESNTNSDT,
EIFRIN S 2R fE AT RE & 722 K S BB BUA MM ETH 2 FFRFHIS N2 EH O ILH
LHNWPN—FEL VNI LBDEIIITNT N OEHEENEBIEHEL - BT -
FRMEREZL TOH0E], TNEHE - 12 R MLanEisskdTHnaN,
FHL TW7RW, 2020 4 11 A D G20 THFHREFHBEHAMAAER SN, 2N

¢ Extended Credit Facility (ECF) 134lik”7 L2 k « 77 2 1) 5 1, Extended Financial Facility (EFF) 1345k
BRI GHE RSN, & ICEBRICCEAMER L L T2 E 2 R HIIC BT 5 IMF ORIE . ECF
IHEFTfEEE S RELZT 72U T4 ThH D,
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IFFETICE D TRV a— AN, FREBRASHIERFHIAHAH O, Fr K -
YIET « TFAETD 3 HELDTFE BT TOARWIRGL. IMF [ & #8586 O b B
BCEBRINGE ST U A7 EOBRITIRMET 200, FHEE & OZBITIIN D 5720,
IFFETBIFIIH 272 ECF ZZ5E L TWAHM, ES725MDN 5730,

BRAORFEEIINERR EA > T LN, TNERRT BB ARG S 17z
ZREL — N OFBNBET, BB RTFPNERRDREREND ABWNDA, BHRT
THHNEICH S RWEIIZE 2 H 5O TEIUIRE KRRV, BEEGRFEESDLER
TO—MEEOXSITAS TIRWARMEL, 22T~ - A—=F > - A= >~
BREFBFREELSIES ok, TFAFAETIZRBM TR TN S, FdEEED
B TABEREEEDDREE,

HFRERITOTF A ET BB OEERIYE E13A4 > T 1 > TRAKM U2 (R
IFFEDOHR) . TOHEFIILLTOEBD,

BARORFEEIIA > TV ENERED 2 DTH S, HIBORETHNT. S4EE
M3.0~33%. KEEEIT 5% ETHIL TWB, TIVNBKIEZDO T, BUFIZAEY)
TWFZELTWa0NH - EhEERIER S0, ST RIFRA > 7 LIZBW DT
W, HEEOWHE LRI OVWTWAR, X7 ORFEDBFIIE T L. EA SRR GEH
b« @5 « TFIVF—%) 13T, KL L2 - FVU 2 b TLEMMAOZRBIIRIEE
BEICA D TWBD, R B NG OBENNE L TS (BN EEP 135 4 Hisk
NOBNEEEESR), RO TEMMEREIT. 2> RNV FrdED, NIE/ TiE
BV T THD, HIERMEOY T MIRFXZENSANE - A2 225 ¢ — KB
ANETTRLTWS, RELEHE Y ¥ —. TEEMT. FMESH. DEFFR.
COVID 72 E12id, REBRBEOXZENERINDDH 5,

HRBFHOR— 7 VAR MENbo Tl EoEBD., FRkENHD
INA T T4 TGS, 7272, EORBERICTLE2NOTIA4FY) T4 Ninvbolz
721} 72, Budget support I FE 7200 TWBH 2, HENIHMOZERMNH V. 2D B HMIC
#ADDOH D, HERXTREDENDBHNTNENIFRLITITON 520, HERIT
Rehabilitation and Reconstruction Plan NDO g% L TN AN, U EFEL T
THO. TOBRDEIRZBIIONTIIERFE ELZMBFEL TR,

7 IMF 3B OHIE EZWALDNMBEENZZTAZTNIN, BRAFTNICHEENTH S, ZOULEIEZD
EIZx L THND DT, KEFE N 1980 FEULLICIMF O/ S A RS REB R U7 7z, I ERNE
SEMKRET, MR - Bkl - BB EA L —KERERHT 5 & S 7& LETIE, ABDSWIHND/N AR
— (RIE) MFIF100% TH O, HEY FFIZZTOEEENA > 7 LIRS N THESHHRLITIE D2
5780, EEE BETEEOYD FFICHa0b 563, RIVETOIFAETYIMMiiEZiuzELLL T
WEIIZEDLND G FIFREA T LRMFIEFRC720), 5iEILIEEREORETH D, AEORE
T30,
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TEADBDDOOH 2 2E T EEHONWTITE L ERRFHCHEE & 21T
TWRW, BUEM DS BIZR T 7 RS D725 5, Mamo K2V CEO 2L TW5
Ethiopian Investment Holdings {2 DWW T, Fe4 HIEMINEHTH 5, SETTEDOEH
ERFEE 1 AMCEEDTHRAT20251F. ELWHHENWZ S, BIBHEDBEED
DLODHIF ALV A - NALRUT LD by TEH D 2 LRI 0 BORRE filE %
HERERLEIDELTWARE D, TNMEDEET 2NIHPEL THHDNED A
THO, HEIZERNHONTBEE L2, SMEREZFRT HII3AEL — MR
DB, SRATERM OB IC DWW TR, 7 EA BT E K LEL D72
N, EBEOHBITEEICITORAIRRSRNES D,

(LA ED IMF - #RICK DM TF A E Y ZROFHMIL, AifiD Fitsum KELIZX 2K
EORYBENGMEMNRD oy 2 AN S HREH SN L D, ]

9. ZEDfDERIFR

IFAET7HR (DBE) @ Yohannes Ayalew ##EMEL72E 25, HEIILLTD
EBD (HRIL PSIRIFTENS ZOWICHE > 7). DBEIZTFF E Y THE— D BRI T
T, TIA4F VT 0 13 BAL - ERAE - () & T3 (BLEE - g3 - ek
Thb, P —EAZEE  BUERICRIT 5 2 & b EERRES, K& (R
WD 1T~ 19%I16 LT 9~ 11.5%), 20 FE TORMME, MHLLER Bl
LDt N DBE OFH7E, oL, BIRERT - R —&& - ¥EES - B’
& TIT 56 2010 FEARITITREE O ARTEY) LA 2B - 72, 2020 4212 DBE i
W& ZNFT B HE S N2 N EREAEIN Tz, FAld DBE A A 2 )N—& LT Z DM
ZINL. WEEED D -DRBIGEE SN, IRETFL T oK EIEH B A
LTWb, $THOTEEBEIINEGT LU, REEHEEZ 80 ETILN5 36 ET
JVIZIERME U BAELL LDy o Tz DBE RIFMITAVE T2 1 5 AIZMEH, AiER
RBHEAE—RY w7 Lz, /-8B AEIIIIMVEEY 8 MR 2 BE - [8h0Ic
f1o52& &Lz SNICKDREDRKRMNREE Nz, TFFE TR COVID
B EIT NP DSTMENSE A TND, 1 27 L HEGOEERN 2T
HoLEMNoEBD, BUFZHHEEITNND ST GDP L THAL TW5S [2]. %
BL—NOFKITHEE L TWD, B ER - AN - 5id &0 D EORENEK
INTWS, Ayka #1110 LT E D ML ABEADFEIZ DWW TIE, RIERE
RORRNEEZZ TS, DALOFA - #E - 771 F > AN~ AD CEO IZIESNT
/2, DBE I3WifE R EZ I E/HNZD 2T, WRIZFTHTE0HET 200 FR
—Th<.BAFEAZTEHEIFAETREEZINLEZDATYAN T2 L TETIR
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WIEBHENDIFIETHESETWS, 2D TITEUFEII T DBE fIENB Z7abin
72D, WXL DBE OMIERHER SN TNEDTEI NS TEIFEE LR,

Ethiopian Investment Holdings (EIH) |3 2021 4E 12 A ICBIR#EPRE 412022 £ 2 A
ICF R L7 BURTEPE (B - LMl - @) O - EREB IO N TH
L, RHEFHETEH< &S, CEO ® Mamo KiZ7 > > b > THER IMF S ICHIE
H T, Bl CEO @ Bilen W. Mammo KAV IS L T< 7z, HRIZK D &, ffEDOFEH
B 10 #EFHENIC KR ERESEENRD T EITH 5. AlUKD 3 » H THES -
HAL - XEREOFHEEEZ, 208 ANS 3EMMNT TEA BETHZ AL
T %, EEREZBHD S0, TD D EEHNE (BTN ST DEEE 55 D) 1326 1.
ZTDOIBDOIFTFETHIZEZEEZE 17 tEOFH - BAN SIED S, 9 TITKE - IFS -
AFD - GIZ * KfW - Tony Blair * IFSWF + AGACIRO - Ithmar * Goldman Sachs *
Franklin Templeton %5 & D1 1738 578, W INBZS £ F, TNE TIEBUF (I
B DNEAREOTEH - MIEE L TELD, 2 sidFR40L S5 707)—7
MBI EIIED, T LU HIHRMICHET, 77U HICH 18 H D, AR
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BAUEAHEIZIN RO DL B 0T TIAXATRNDER - U RTINT R - U Y —
L Rl O— RO ERTHNND ST OEN, F=LIaihN T3
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NEIIKZ VD Z A MTIZBEIRE 35% 05 O THMAEEIIFFITH 5, THIT
SERR L7282 0 O ETHEBIEN TS, ERICH S —1tLd > 7RO HE A
3OO0 THEE L 722%, Woda #hid ez, i SB@9IUL 700 AMEHNZT S
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NETHANERL TELEEM IO LRI TE 2 R —I12INITAY 50,

LT by L REAESET S CINE 13, #1 LWy NPO TE7Z EARINEEIN LA 720
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Ffii. Manufacturing Technology and Engineering Industry
Research and Development Center (IH Metal MIDD I T7 &7 7
AN S I,
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<HAEDSDAIN=>

GRIPS BH¥ 7 +— T L+ KEpfd—. KEFR. EILIMERT. SIRERT

JICAAREE « PESEBATE - NILBOREE L 0., M E NS, AHBEE R EME

<BhTOEFXEUDELRTE - HHE>

ELFAET BAKRMERE : RIS TR, SBne —EFELE

AU HABRFREDR : {RAEBLKE / SHE, MEHLE. 2508

JICAZF A ETHBAT : RGBT, JRME3EKE, Benti Gebeyehu R[]t 27
Y—WFET 0TI LA T 4 —, BIREL TR 5 —HFE T 0T T LB
7 RNA H—, AVHERE

JETRO 7 2 A7 RONFEHFT - LA E

<HBE>
AAD2FHHARDOT P AFHM THZBERICHEDEZ, FEOI v 3 V3T
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WCHA T Y RTEHZEI3EETH D, DD, RESEZRICHE GBI
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Melaku Alebel TEKFE DA 227 T4 7 THED SN TNBEEBEROWE & 2H
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IZid, FPEEBOR D FEM R MR T %, BERRNICIETY 72 a > 75 VHE. AR
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29



H37x—X

[(BHED. INSOEEOBITHIFAEA N Z X LIS LMo 72HTE, S 56I12ED
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FIERVENSOERNH D, EDHEENNEILEINDDNRRD SNRITH
725730, Tr L TIREERICENWT T4 T4 2D TH L5 Wbt 7z,
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WEREL, B 22T 7, MBUEHK FTOMBIR EZ2D <> THREL TS Ll
N7z, ]

DTFOETTHTIvIRA Ty MW EEEREN, F 11 Eﬁ(%l\l/ rE7
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TIAERA T AERBNTHB T E 2B O ZRDIZ 1,

FBOR T, A TIARE 2 BEEHEET D2 EERo70, HAICEL
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[JICA D A1 ¥ 2 H717T Melaku KFLZ 10 HICAARITHLS A, S AN KEORLZE
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FEOT JON=DITEI250 k> D oil seeds & REXTHNEEENMIE TE 200 2 DOMEE BTz,
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TNTOLEMNMPE L Integrated Agro-industrial Parks ZFTfEL T 5 7,

IFAETADFDLfAIZ. COVID ®ALEIESIC bnnd 59, B 3 i
FRKHEZHERF LT 5. 2019/20 £E13 36 {2 KL, 2020/21 13 37 {5 KL GE fc.'lz
25—~ D Safaricom & 4 & RV &5 E), 202122 F1E 3B ERIVTH> 2 (TF
FETREHMEEILT A~ 6 A) . ERAMIEFR/ZDIF, 2020 4 9 H DI EIELE T

P I FAETIEHAE2S O TEMMAH O, HIBUFEEEN 13, MBUFEEN3, RMA9IER>TW
%, Integrated Agro-industry Parks (3 UNIDO 3248 T L&D TH D, 3 DM BFT L 7z (Sidama. Bure,
Bulbula). Z#UZIPDC E#ED Jimma Z A T4 4 # DB . T+ 75 A M TH Integrated Agro-industry
Park QEERRDHEA TV (6 FITER) . ILEMEB D7zl L Tn 3,
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RIOT 4 TUARNESIAT 4 TUASHANDZEEND O, BB BRI
PER U722 EM—R TR, ZOFER, FDI DB ANEL SN TS DI 24 F
HEDH LIRSz, ELITA Y REFEMNSD FDI A THBO, 1 > RNRADHEE
EZ72oTWa, MLaIN5OFELT /SLIVESHEPEOREN S - /=D T, LIETE
ETIER W, HEOREIIMMERECEEZIIC D & T HEEENPLTH 5,

ALERHD 4T BEE 9 2 NHERESE OB &N 5. KEIZ 2022 4 1 HITZFAETIC
K95 AGOA FrFEFEBEEIL LN, SETOE A, TERMN S Ol HAEILIH
HUTWRW, 2 LBUF O BEEEL D IRV, R4 1 HITKEE AGOA #35¥
TEHFET, fTRHEZMFEL TWS, 7/8LIVEREO 7 ~ 8 BN KREMT 20, % BiA
ATV, BBZEZIT TN D REORIZERNEEE L . —R9iZ (10 » A R) #
5 OENTIG AN OB G 2R DTz, —EBOMRZEIZKE N SBINTS (EBA NE%))
N T b UTee 2RIV TF v TREMMITHERIEZ —RHF 1L L TW=2, BB L 7z,
INT Y T S O PVHEURIL, BSEAD T Z > REANIA D% & DT (2021
£9 H). AGOA {5 1E (2021 4F 12 ARGE) ITHENL > TH O EEOBRIZR N, FF
WOARBEEDL IFEHEMEICTI Y FL TS, LERHITIL 85,000 A% JE
LTWen, 5EEEZHIE L =266 UT. BHEZHFL TWEE¥ESH D, KEH
NAY—OHIZiE, BMEAZ - HEHL T<N20EdbdH 5.

EIC 3. S HBHEBRICZ I EBD > TWish, BIfE, EIC OHLEZ Fim S
T, AFE - HBHEICBWTHMNEZED 2 HMICH D, £z TEMMEE (5%
BHIAM A - BHOHDEFBHLEa—H, TNHITDWTIE Ethiopian Investment
Board DKRNBETH 5, EIC ZXEL TN TWSHER RF—13, #HFRERIT. IFC
(EIZHEMHE) . UNIDO. GIZ. ILO. Master Card Foundation 72 & Td 5.

S v g R JICA TF A4 BT FHFC LARTENES L, BEIS EIC IC TR AR
BIZBEORES T I /A ICHED > T Fekadu Nigussie Deresse K& T
HRUTz, 113, T¥EAENEETEESHOD & T b LIF7z Technical Committee O 1
DA T AT DAN—THH 5, TIUIDELLTOHMAZE S T, 1
T4 TDOLEa—Id TH¥EAN UNIDO O&SIETO—HILa Py >
MIHERFEL., S EIERETEHED T Technical Committee Tiam L T 5, [A]
Committee |21 EIC (H7)). BB, (i (B30, BEEE (5AED . mAE (Bl
FIE (ZF)V) . GHERAENSIML T\ 5, BEEERE O >t 27 ¢ 7135

O ZHUTEHIO THEAMIDLIC K AHM EEATH S0 s, BIE/NT 0 TR E R L7z JICA BIfRH
DETY Iz EIE, D 6 B, EPET A > OFE L, EROBWT A, SIBIEERE MR T AE
FEDI7EE . AGOA ¥ 1L THIRIZ B2 5 I R ENEET 2. BEORFNELEN > THLOM, R¥MH
IHERE DN D 5D ERGELET 23S SR HRNBELREL D TH 5,
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b - Wb L TWa, ZOBRERHTL, 1222 T4 THREZRET 5. (FH£I38E
E - 721EM 0, 52 Inception Report 23&HH & 41, A4F 12 AT Draft Final Report 2%
RSN TFETH D, TEETORGOHEFIIKEY RINA ' —>D Maryamawit
Ko O—=A)V A2 PILY > MET P AT NINVKEED Daniel Kitaw B3, 70 TEE K
AT R D Ahmed Nuru & (B7E East African Holding £, 4 O ZGCIE Nure) &2
OF =L, ZOFETIE. TEET GEROPD H EITE W) SEIERAMICHZ
T & D ELTWBHIGE 51T 5, Melaku KEIZRM & OB BRI TH 5.

Z DIFH Fekadu i, B OAKOH L TH 2578 - A2 FIc, ShE8E 4
#4125 L (Master Card Foundation, GIZ @ SIC 'O =7 h%), EIC 355 & #%
RZEDHDEZ OHFEMILDBIT> TV D, BIENICIE, OEIBHR R EFARUDIRS (5
¥-EHaEzy—7 v b YELE - BEHNDAMEERA Ly NO—F 2778 8),
QOABENREE - BN 50— 1)V AMAD ZF ) Bl DO ERERE Rz |
@U— N — D& VB - RO KRE %O G/KE, filkEco7oE—
T a > ORES), @TEMMNOBRBBIEICH TS 7+ —< IV F v 1)L (BUFDO A
MZL— R &A1 > T4 —<INF v 3 (V= v VAT 1 TIEH) OB
i, @QBENHE TTEHSETTO Z ENDNSRNF WIS @7 O RS Em 5 O
R E, TITARERBERMFEE TH D, EHITOHBEL THWDHD T, FERICHEFEBCR
MEEPEORT —7 > avy TOEENHUL, VY —ZX—Y 2 ELTHELS DA
MTHA5,

10. RAY GIZ (EEmDRH)

GIZREFIFAETZEXLZEL THO, MIZ& > THEDRKDEY 5 E
EI2> TS, LEEANLD LI 2ETEESHTIFRL TH, BROFEZEH
L T\ %, F4 I3 Sustainable Industrial Clusters (SIC) 35 & UX Sustainable Technology
Education (STEP) @ 2 F— A &gk L 2. Anna Waldman 225! (SIC @ kv 7) 12 &
FUZ, SIC 3R rTRE /R BLEE D /- DIT, ke R 2 HuL T T A O B ) 2 17
TRt 2 FE T, THEMMEE, U A~y TH—E X, EREBOR- B, 77 @EREE,
REifR 4, FDI &M€Y > — 2 ii{k & & £, Hawassa, Adama, Debre Birhan
& Kombolcha @ 3 I D T MM 2 xf G & U, 5 KAYI21E Bole Lemi &0 % T
E. FESFIINRIHTI—O (S BEIHEREFDCO 222 HAR > K. B BMZ 2

" BRAIIE Nuu R EHA L. TDBIDT >t T4 TLEa—DToR Z2 AT L7z, Z1d. UNIDO N
a7 7040 0 AN —IREZGHEICBED DS, JRHiR 0B TOMMESIT. S/ Ny 7 — 2 DiRRE.
SAEMOEfFHHRE ZERTIEOES SABNEERSTNS,
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7EFLI—0) T, #2021 47 A~ 202543 AD 4 F55TH 5. EIC BIERR
AT HIN—=RIZN, TEEBEER/N— N F—ThH b, RTIITEEDHIILRAT
(more power), IEIERA T T4 TEHIKLTNDEDT & 5T,

PESEBUR - Bl 247 5 Yared Fekade FC2 SIILA T OFBANH - 7z, I%
B O EEBORITE WIFRITKBIND AR TH %, SNEBITOS A %R
WITE7 7 —%EIZHBEHL T05, 2ETEEHITIT 6 DO pillars. 50 U\J:(D
instruments [areas] of interventions 73 5. BRI FREWTHY /238 UMERE.
B, B, O AT 4 w7 A7e &) = AfCFTA ’\O)ii‘ﬁ (BH5H) 2080, THEAIT
SETEEEHOD ETHTHOE RS P —= J—RLTHY, “harmonized”
LB RIERZDI LTS, RF—LDAEH bi KEOSIMIWEH &, 72
ZHIV L)V TIRA 1 BIOBRMETE. & GIZ DFEXEBERED N > & )8—hd
T A DEHKE 2 4 (Shisema Gebreselassie. Tarekegn Bulut HiFG) & KEY RINA
H— Asfaw [X (#f FeSSMMIPA BIRE) Th5 2 Fxld, BEEOFS bz Y
9 % Tarekegn EFFREZRKBEDN S F AHEI v g THBLTWS (WATF
TIVISFEERFEDOHRER) . TERKET RNNA P —0 Maryamawit [ & B EG0WNDH
%o Tz 3, BRAFEEBORAFHICHHA TN QAL BHEETZ L E LI NE-S

LAR(T Ulrich [FC2MEY U TW/z VW #1: & 0 R #E##E 2 F— A (DeveloPPP.de) | iA
13720, VW k& EIC OBIFRIZE DRFER L Tz, BE, GIZ O HB)#pERE SR
I& STEP HEITBITF D AMEREFLELIZDBD LIRS TWD, 4 1 HH{IZ STEP @
BT RNA P —& LT GIZ I/l 5 /= Tagesse Tagele FiZ kiU, STEP IZ K1
@ Dual Education ET)VIZH ED< TVET I 2B U T, ¥R ZHEL, E¥3
FIREFHE T ZD ST, HEFE (B, A2 TF > X&238), BT mTI)L-BULE.
HEFED 4 538 % K45 & U, Bahir Dar. Gondar, Addis Ababa & Adama. Hawassa C
FhiL TWb, TVET 23 % 55 B O Muferihat Kamil KE3 ™D > 5 /83—
T, GIZ 7 R)NAH— (H%3) %% National TVET £ 2 —)LZHEDWEHA RIA
S ERE L. WA T In-company Training #1795 HikzEA > A ST 75 —IZHA
TW%, KEPE—IS, PESE - TVET MOEEIIAARICHHE Y 27 & E TOSHEER
MHHM, ZIEHEIZESTOAY Y FHE D, WA Win-Win & 72 5 A7
DIAENTVDREND D LR, Johd THICFE.

2 Hald, S YEBREIZT TR L EHWE,

44



$370E A OHIRHOCE & 2 TES, AEEt I —

1. ¥77U3dAs

Safaricom Telecommunications Ethiopia (L T8 7 » U O A ) % 35 L. Chief
Strategy Officer D FEAR (EAMEENE) EEBEHER (FAMEY D AT XN
i) ICH& Lz, FAEEEZVI2Y -2 7 AIIFAETBEREEED I
AZ2021 7 HICHE L, BUEREZHIELDDH 2 P B FTERNSROFMAZE S T
7ze

FEREFEITES TN XY —TOBEGBFEEDORIBRNH D, TFFETIT
AR STER LTz, BHIE, 8 1ICAOR 1 f£2,500 TAERENT &, 552
ICHFRENEL TWD 2 &, BEFEITBNT, BHREEIT GDP L EE AL
TH b, 3~ 4t E2HMENHEY T, 7L —Vv—nENnLl LE£ <2 L EFNT 5
YA IND 5B, TFFETHBRETHIIES < Ethio Telecom DM EH T, MDTDI v
OR—ERURIZE S Tze T LBEMEIZSPF - NELFHFHE SV LNA
SN, 55312, BEEYE KRN 6,300 /5 (Ethio Telecom 7 —%) &ML AN K
ENT L, HEMLZNOBRETH D, PAICH M) —URAVIEHZHN, TFFE
TIIAW T8 TH 5. B72AIT, Ethio Telecom @ SIM J1— RiZ 50 TIVZEDY,
7 7 U A LIE 8 A FAJIC Dire Dawa T 30 7)L®D SIM 71— RIGEZ RO Tz E T 5,

ILOLEESH S, ADOFEIINEOE L ERETH D, (EHEHIEENZD T A
WWIZIFAETY &ML, Shide W KE RS Lz, 77U aLELTIE 10 4H
T8 ERINOEREET HEHELDT, ZO0b0DABHEHMILL TIEL WEEE
L7z, BB KEZ Thho 7z, 2FENT TR 5 EDORHEE > 7z, SMEBEIZIBE O
Shide AFi%° Eyob E#H KR EL<FELTHO. M5 I3HEE 100%HMEL TWWD, F+
BEEMIT—ER L <72->THO, Ll S EZ > 25 id 8 FInmINENTLE S,
DRMAFE < ENEF IV T L, “HASOMET, AFEL—bEEL—FD
EMERLTVS Y 2 v O —ICbFAKOBEN D S e N—RF 2T 4 2T T
HEEHR— LT,

DAL 2022 4 8 A 29 HIZ Dire Dawa T/Sf Oy Y —EZAZM®. 9 A1 H
\Z Harar & Haromaya. 9 A 12 H1Z Adama & Bahir Dar TH A0 T %, Adama &
Bahir Dar l3ZNZNADOI TN, 7LANIMOBMTH O, RIEMILOE T4 E

Bary =27 AMRIIEREH (27 %) OIF A, Vodafone Group Ple (¥ [H ), Safaricom Ple (77 = 7).,
Vodacom Group Plc (B 7). B X OHEEBUF R E 7 7 > F D British International Investment (BII. i
CDC) £755 T, 7272 L EIC TORE T3, Daniel EICHIZBEIY 7 7 U I ARBERERTHD &L,
AARMREDOSINZR#HL TWaho7z,

UOBUE, WEL— MR RIV52~ 53 T)LEN BL— B T80 ~ 90 TV THEIE N Tn A,
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FANHZOT, BHMICRI LAY —EABBRE L, TOATRINTSH 10 AH)
I —EAZRET D2 FPETH D, 7OATANNITEHZ 1T > T Ethio Telecom
DY —EANL>ND L TNWAHDT, 77y aLELTIEMA TREBERMAL D A
THEE, DIFEITHRE T AL A LOFHEL T, 10 FMTEEADLZN—H)) -
T EAEMRL TN S, 1 FDITATD 25%., 2 HDHIT40%. 7HEDIT90%. 10 4
TETZEHNIN—T 5%, JF# M FHHE% Ethiopia Communications Authority (ECA) 7
S5/BLMDOIT, ERANOBET VA ZHRTHENSWMORDTH O, #HADME
EHEE TIIEMER I TGS THh 5. #hE51T Ethio Telecom 50720, EIVE EICH
FYTBHIETHIRT S,

BRI T400 ANEEALTHO, ANF - =T T4 27 - HilinEL < OWET
BNTH 5> TND, REKET 1000 55 O EWHERRNSZEAZN, FETE%E
BLTIEWTRBRNWEWSEEN S, M5 I3HEKELD DLW REICL TN,
Attt ERHEZ 2 AMT 5033 &13 OIT T#H %, Ethio Telecom &IZAEWIT AK
DRIEHREZ LBV EWIFIEREN D DM, FfENS 5 SISk ENnS Aldn
Do, ALIFFIZ, I#) D 3 FERNIHI 24 100 A, 4 DD SIT4E 75 NERA L FR
THZEICaAIv ML £ 150 FAOREHAHICHE Iy FLTWS, ZHUTE
PEREFNTIN A, S35 TSRS (10 HIESZEE) 25 D8FTH 5. BIH (9/15).
ICT S—=2IZTTF—% ¥ —BROMEIR 2T 5,

JICA W3V ICT Z{EH LAY — b7 v TXEEED, BOEEL THEL,
8 HRICF 2 =7 THIE X N7z TICADS T. fEA %13 JICA & & T Digital
Ethiopia 2025 IZEBA T R<, TFF E T BUT & MoU Z i L 7z, Safaricom Family
ELT.DXICKDEE HERESETIEN/H THAMEO M EH B Tl
EED, HHMEEHAICHE S 1172 JICA HM5% Burayu Talent Development Institute
HEOHEIZTHELND S,

BB, IROBICH OB ENIBEE LI E A, T I F o — 2 (A L— X7k
FHE) DR TEIULDOLRMEMTE 720 ARG RE TFAEY THAILTT (T
> RIEBDORNEFEAERE) . ERNIRTEST 7 U HFEEA O 29 5 e tt b at
DT LT,

12. TFAE7HRERY b7 —F €% — (CNE)

A4 4 AIZ#HEE. Mulatu Teshome AR TET 5 CINE Za6B L. LEHD
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B OBHLIC DWW TE R M Z T 572 % Mulatu RIZHTEZECRO RT 75 4 > 7%
SETHEEHTONTULTLHEAL TWERN DT, Y OFF> Tz &k &
L. B 72,

Mulatu [Kid, TFAEY DBERORE - Efizd < HM@EE L TR ARNEREDR
T EH Tz, AR OEM T 5 HEZE R OR N CHME ST 50 TId A<, g
BV —INZH EDWTHEIT UM BRI S BN E2EHFH L7z, TOE NS, &
E T3EENC BT 5 TEAOBITHFHE A 71 = X L (Clusters) 13Z B2 (Committee)
DESXEARFI 5NN, €D LT Riky 773l « QW TR <IV—IbR—=2AD
BORERTRITNIRSBWE L, 20a HEITIZIERNE - 7z, Fald, BEOTT
BEHET5ERBOESITIEHEDH 2 — I BB EEZN, TEHEODLI >k
A ATBORZMER - WET 2B THEETH D, TN —INITHEDIRE LN
DDIFPCHRETH D, MFIIXBTRETIIARNDEBRARTZA, BFEL TW7ZH
BN o 7. & ITI, Clusters 13IEBFEES LOT I ZAINBIH#HEDHZ TH> T, ik
MR Z & ENA LX)V OEESZENMEMm I N2 EXRZES LI3EEE RICT
5L DITEHN S, Clusters 1d. &JTTEID National Movement Committee 5> T34 N
@ Steering Committee O FIZENNY A0 7+ —AWERTH A 5.

ZOEN, FELEY PAT NINKZREFHICHTE S % Mitiku Kebede A2 5
(. CINE I, #EFRIX ORERRICEE S % 10 » Ef#E (hE, YL —27, E=U v A,
HE, 818, 1ol X FL5E) LRl - MBBCROMBEA T X LITBET 2
FEEEMPTH 2 EDOFAND >z, 2L INSIF, Frx O4H OB EBERIC
EDBN5ENEEDNS,

13. BABFRE & OEK

PEEAS T HA KM 2 RWBEAH U, ALERIE S0 5 1628, B X OENAEIC T 72
IFAETBURFPAE - ffOEE CRE, EU, AU 72 &) IZDWTHE 2> /2,
MHERIZ BT DB B —13, MBEARZTW L/I2EEXTH S, £/29 ARED
NY [E#AR I FI TS O Demeke Mekonnen B EHIFIMVE KENSINT 52 &, &
ZTCTRIFFETBINT EA BEHOER T 5 Green Legacy Initiative D X2 b &
FHTHI L, FHEMIE EEROBRWIES) 29 39 CTBT (A EBREEIE
GA9) CIELEME - NPT (BILEs A IEHIGAK) OEENZHFA ST L, TTFFETIEA

" Mulatu A ARSI E 2R, BEERRE, A& « FL3 - fiER EORM BT L 2 KPBHAR TH 5. 2021
48 A1Z Center for Investment Networking in Ethiopia (CINE, -1 > E36%) Z8lEk L7z, CINEIZDW T
2022 4F 4 H DRI E =2,
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ry OBRIWLAZTT T4 TDAN—ETHS I E, FAEDOMEDFIZONT
Bfilo 7z, 723, TICADS TIEHAMRIEK 100 HZ MU, 7 7 1 A F#E & DR T 92
D MoU MEBAIN/ZIFN, TR HAZRS L, TFFET ZFiT 2 HAMHE
(h3 - 77U AN S HED) IIIMERICH D LD L7,

EiE 2 ELE REMAIE., B KRO%E) BEIWIETRO OFILIZEILAFTE (B
[ROBRE) ICTHRET 2B, BBREFLERLEEATOHTE LI —ITbE
mniz7Zniz, 77U G (AU) BARERHORARFEHRSHE, MEHLE, £
HILEMNS D TICADS 7 7 U NHFHEHEII DN THBIEEZWZW e,

JICA TF A ET HEFHA T, Jx LS OIEREG W RZFDEBITONTTY =T
elWe, EREIRBLT 02 =7 b O IRILT — 4 CkHAHE) 13 RET F > B
BITA, BEREER 7Y —2h0 70T -2 3 > HiToTn5b, RLUEEZEED
FeRiE T 7 CTY >57F aw 7 Ethiopian Leather Products % 5 AI1CBAZ%. 9 H 1 A
WCTERKEPIFAET KX (BELIA) SBREHEDOD EHERL EZ—
ZEM L7z, REREE LTI, —AlRROEEZ ST, EMaREZ ELIA 28 L3RR
IHZ L, TFFETHIRE LWL el (288 Y — I FIVE T F A ET ZENEE).
JEEIZIZ 8 A TH Y, 556 3 443 JICA D RE F — A )Y Ethiopia Highland
Leather (EHL) 75 > R T L TW AR ¥. 2EOE LIFIES AN35T RV, 6
H 4T BNVIZotz, ERHNIHA 5 7 RIVERARE 12 AETIE 75%H5172D T, 2D
EFTHRFEN, EHERZEESND ERFITRD, HEIT RECLXVERDY
PEREITNTDEND S T &, 8B, TF A ETH2E13 2025 4 £ TITH 2200
~ 2500 T NDZEBRIAR % 5 Z A TND,

7 7 UAMEANOHEE LT, FZ7 ORODITIVT > F & TEL TS, FHiilifl
TIZEIUR, VT D AIRERE D7Dy > F—HEINE L <, FEO Y > F—i3
WOR L7z, WAICRO LK TIRAR<EHRBREZRTCTHSIFAETREIIES>TF v >
AMB BN LNIEN, 7T ADBRRTIE S AR EE 7. 2 fRNEEIH, K
NY QERRNIS BERBMTPET, T4 T ARTAI 22T 4 —EbEMTE
NFEEZTHS, G KEETHFETEOREN) PV b3/, AGOA 5
1ERXKEEDBEBRELRIZCED2HDON, [UTBDETATH D, AlED T AR ARE
RRTIEZEDOXI I BETHEEIZRN /. 7TV REMOT—r > ay THEML
7z, 8 KOICA. UNIDO. [# CBI b EENM T OXZEEHD TS, £ETEHEEHE D
B TlE. EFEH O AN > ¥ % Addis Ababa. Dire Dawa, Hawassa @ 3 #B1fi T4
&I DEHLAMAE 5 TH D, Leather and Leather Products Research and Development
Center (IH LIDD &1, #FENEI&HNESZE W BT 50, 0% EHESTT
HRFET D ZEMEESINT NS,
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BWREMFIIOY b BOXED =D ERITEME L. BI{E I Textile Garment
Industry Research and Development Center ([H TIDD) TYEE) L TW 5%, 3EWEER,
AERMIIRERIIBEIND RiASB, N 2 HNN—MNIP2L03H %, MO

# %5, Better Cotton 5> Cotton Made in Africa % DFRFEDHFED I L T 5,

JREMKIIVEE 9 BICET. BWEHE MInT) TRAY— 7 v TXBEET-T
W3, TFALETRFIA22UY - H—F - UHFELEBIT, JICA 42020 £iT
VLB EVF7= MProject NINJA in Africa) OHUSRE DD EDTH S % 4. Pitch Contest
(51 Bf) TREENZAY =T v T RFE eI U, REBEANOBITEZIET S
Acceleration Program Z#2ft9 %, H Zli@?ﬁéﬁ’@ﬁ%&@V wF T A=
KB, REDAY — T v T IIN—TC&BaA—F 27, RN EDWINERS
NOBMINMEE I N T WD, £/, MInT HEINAY — 87 v TXETED L DITHE
TR b s T (3658 E FLE, BIEUERIE R (7 2 =2 7I35EHER]) 72 E) . REH
KTPEDLIFAETHIO ICT AME AR Burayu Talent Development Institute (7
O3 7MW, MInT EEBFEBHOZMN) LEEL, TFFETENOKREEESY —5 v b
LI EERERIED TEL TS,

14. Znmhs

EEBRMEHE 3 72— XXRED Iy > a O THMEE 2K 2 5, 12 AhA %
FELTWDREIR Y > a Tl HRICLD2ETEEHNOLEZEOREL T,
Melaku T3 REEES L 7z Policy Inconsistency 72\ U Policy Trade-off 27— < &
THRET =2 ayTEPSI EHET D, FrrOHELL TE KEIQIZEET
¥EHOEB LT - ay TEREFHHTHF—/ — M AE—F 2L TN E
(25 HNWEDTIE<) . 5IEH E GRIPS & PSI DFERETNZ, FTIVTA
T4 7 BB THIET 2, HERMIFFN D EDRNDO T, 2NN 51E GRIPS & PSI £
NENMRENBEZHERTHLEDBIT, AN FZDOBDOUES % THE - JICA -
GRIPS * PSI T T RIF7e 57200, PSHICIE, HEERE O HR— RO
DOEK & RINAESTETH 5,

Fiz. EETHEH TI TICNL B BN > TS Technical Committee D 1 D& LT
A>T 4 TEESNH V. SEITEA. EIC. Nuru K72 EEEO N 252D
HEZTz, ESICERBROF—/N—A > ThHS Nuru KN SI13T7 27 OfkER % f2 4k

' TProject NINJA in Africal Tld, JICA 7 7 U HEEBEHTOA =2 754 TIZK D, 19 nEHTEY FILF
A RENEEINTND, 20D 54 nETIIEMREZIRE L BN TTHhN TN,
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LTELWEDEFEZZITTWS, INElE - 723 BARDA >k 5 71
TRHEIZEVIAD Z ENTE S0 H L7, Technical Committee (213D > —
BEFNIHBEEGBREZROBZEXNH D, INSHITHLUTHARRBWL Y 7 Off
BEREL TS ZEFHERTHA D,

72 LilEl &4 E O 2@ U, AN OMEE LT, ffFS Nz LEADNT
LHDE<SEBEIINERL TOWRBNWZ ENHBAL, BEEREFZHELL TND AL
Nz T ANWB LD TH D (MIDI 8. Asnake T, Maryamawit [, E % KR 72
E)o TEANDOHNZTED/\—FF—ERUII VDN, BEHELENND E X
13055 ORICEENEZ R NWE DR EDRENHENS LINABWN, WTFUTXL D)
R EHBICEIR I NS ZE 2L, SEOI vy ahb, T LEEL
TRNDIELNAH SN,

Melaku T3 KEI, JICA B £ > F—LOBET 10 HHAIZHIHT %, 207
07T LADIRINIEEBORMEEIZO DD SHBCRENEENZ R 5E. KEEH
LM TEDN S LR (BERAEATY - ay 7 BB, 1222747
BEITDNT),

PEEBORSREI IR S NGB SN T A IINES, HANTEEB LY
FEMWEET 2HPEEBCR. 10 »F5HEOREEI Y, 2E T EESHB I OO
BIEECBNT, U— R RF—WEEICRDLILIBH LN, TOEDITIE. BER
OISR DIEMETEEELADT T4 > A2 M FHREGONLD BT (FH - A
BOFIHIHT), TEEBIORFEEET & OB IRAcHS KO ED
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T Ao 7z, 5 4EMFEIN D District Administrator 2 D &8 7=74%, 1995 412 EPRDF &
IR UM BN EC 2D TT > Y —7ICED, REE2MEE> THRMTEY
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FARH &1 Uz, FRFICEOARTEE Bt
7. Y] U, 7 77 =), BT LXTS
EORDINZI—2F T4 XN TH
DT, ENUCHT 2R E BTz, FAD
o DIEBUAR 4 TR < BT v
SR—=2THD, IN - KE - 1 F 4 -
E-M7REZRFD, BBCA > FEa—
EZFElEbHDH, EOBRERICH
D, LZA&—K%¥TPhD #Hf5 L7z (7
O —/N)Li#%35) . Diaspora D 7257273, 2018 D 7 Y1 BHERE AT X 0 IR Z P
L7z YR UMM EAE Lo 72, TEBITRDHTITIE, MoTRI THIEOED XA
Z >3 > 77 (EDB) t#*° trade policy amendments Dft:% % Uz, THEHITRTNS
AR RMFLERI a2 izsml, 2 EBFICE 723N 0 TH S, TF 4
ETIEM DB ETH D, L Ho4 07 ORIEND D08, SIIFIFEABEE
BHDDH 5,

SETEEIHCONTIE, TEHILEREFEZRETEEHIC, ERETED
W hEhRERsRn, YT — NOEEERT 520D A RIA 2 INBETH 5,
F 72 SNV G R OBERDWATE & 78 % . Homegrown., 10 # FFEFHHIR E L < DXL
FNH SN, REZIEL TWd, TFFETIZBIEHREEDIZA, COVID, Ny
& &, PORFIEDICS REEb Nz, BFICITMARBENEE T, A #BE LD
[F2MITKREN, U T4 FEEFDOREDH D, AL 11 ARICZY = —)V THfE
INT 7 HEE T 2 b (AU Summit on Industrialization and Economic
Diversification) IZ B L7z, BEENS IV TF LI Y —RIFIZR DD,
Integrated Agro-industrial Parks 4 TdH %,

ICA K DPERR 1Ny r — P RBERMEE /8 U FBERAND T T 1 Mt 2t
PHLZEZA) RIRILERICB TS M —BROEEETH S, TR PEEBHS
HHEI T —ADOERMEI v a b/, K& (sad) 722 EThH 5. HARBUT
WWIEORIT TWEEEZW, ZORAEEZED LESKITENSD, KR JICA
ETH#H LIz,

E B KE., MIDL EHHFHERRENEDOLSIICI—T A F— L TWENEDB
SREN, TERCRERDOE 52 DEFBNITNES, FHIT1 &, KE, 2 HE
KE (FEEATT A>Ty "BROEERSFNEREZ TN TNHEY), 7 BN
A, A > 2% CEO ZEDTIYRI AL FRBZEHMEL T, KPIs 3%
UL R TEZ EICESZY — LTS, 2 BB KE & CEO ET/KY - EH
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DA E E> TS, MIDLIZHEMZH DM TH D, Milkessa BEEIZ T A D
E.MIDIEFOtE>F =ik EIFMEH I EICR> TN, 2ETEEBIIRED
HEIT AT 7y TERDHED TNDH, FAHZ D Steering Committee 12 A > TWD, 7
TIAY—REROHELTLL, TV ZHIINEBRITHEEGEL TW5, ZOEEHITIEfT
HEHMDIZ VAIFRV, BANRBEED 5 -DICERCHIROAEEDBE -T2, B
TR RMVFEET HRFICT 2, H/MRESLRIN SR L TWAN, Gz 7R EIC
LBFREGE@ED 1 oo T4 THHPe L Tn <, ENMIEERBHEED) > U
EoRlde 5720, (AR L7 Daniel 7 RNA B0 5) 2 AOEBKEZ, EEHoH
TA T4 T, T A, BEIHEEE, BERHR/R E YT %, MIDI D&t
A —REED 3BT H—0A 2 a—EHY T EEETHRTDH 5.

REOFZ ESHNTWMNEDBFNLN, PPP 2D TV [BOT £:/x &

TS~ EREZEDOEN ], MY 7 AL — A RETH D, #©
L%O)fﬁ%ﬁ\u%é TIERF N MDD, AEEREILY F— 2 NENWD THREDS
WWHNTOL [DNDTOAL AEHDOEWERU], I F—UHETH AR AD
frv/\t)l/éﬁm 725720, BRESCHIMEBERADO T E—I)L b, AHEED
Iy NT—F 2 TNKETH 5,

< Manufacturing Industry Development Institute >

B2 DBERAREES T — 27 > ay 7% L7 F#IZ Milkessa MIDI J& . Seleshi K.
MIDI 2 F D&t >4 —®D CEO 28D TITON =2 O ERIZLA T O & B D (Hadgu
RENIHFARETRIE

SEHOT =0 2 gy TIZEEEN > Tz, HEEBCRICIZZ I CEmI NI LS
R EMEDAEN TS, MIDI IZDWTIZATE TIZFHBH L EF7=2% MIDI
MR&D [BURAEOEN] 2HLTLLDIT BRI EZMFALIZN, E0DITY
TRk —, i, EEEREICDONTOME TH S, FrDET a Vil §id
7o Bt 3 & Al 9 5729 Center of Excellence inR & D £785 2 & ThH 5, TD
BERT, REICFEfTLZ 10 HADFHI v a VI3AEETH > /=, 3. JUSE, JPC,
HNESEZ R U 72 RIT, AR EICHE L Td %, R&IL UNCTAD 12 & % National
Productive Capacity Gap Assessment 3B 0D, TFAETIL 193 HEH 163 772> 72,
INZERETDDITIZERMBERN WS, O— )27 > MBURbHLEETLA
D,

HESEBORITI, 2002 FFOPERBREICHNBFH SN TWDREL T, HiHE
BORMICO Y bt +MARE, JU—>Ta /- VIR =T TO—F
ETDORNH %, il 10 HiZ E Bishoftu IZZH > T, MPD, PSIL. ll&/7O A% &

62



$38ME BRAES - U —Y0U—r T ay T, GHEREE OBORGREIEE

6 DOAFEME LY ¥ — Oz Uiz, HEEBIREZMRICH T 2720 DIEETHS
(55, 6 fii) . ZORER, EAVTIRLUZBOR R T 7 SMEOBHENHRIC Iz >/, &0
DU T¥E - BEL  BEAOBEENEETH D, LEAFXTEBRIT R RAA
Vit % FDI 2 3 AL 7 HORBREDBEK L=, BEAIT R ez
DEFHHITETWHOTEMNITNT T 22BN 20, FEOBEIZI—Et—%T
R THEI>TND, FIEEBRIZ2002FEDOHDED IWEEZ B0, BERFHEEIT
XEMDT TA AL bDHIEST, Ehfi, T > BRUGFHE T HITHHIE7R
5120, JHRESLT I Y T4 —IREA LI NERETH D, EZF Y 27 L5
fiild MPD O#&EITH B 5,

T¥ABITHBT S MIDI DREENCDNWTOBFAEN, EEOENHEE C A
TN S TWD T ENIHENTEN, EEMFAREDN TN TS, MIDI 1S T8 ORIk
(technical arm) & LT, EBKETIIR S KEICERT %, €0 2 DOEER(LE
3 S5 6 ~7 Oy —ORENIEE (MR EREYY &Y —05s it
(RAEHEE) Th b, Lo ¥ — DR &L, FREMRILO R&D. Fllff, 2> HILE >
T— HiiEE, IR I M) — - H—EADRHETH 5, FLBRLIFHLGITITND T,
BORZIRETHEHBHE->TWD GREEEITLAZW).

2ETHEEHT. KE-MIDI» 7TAFTTEROT 4 A Ay ahbEED, o
B bmbo/k, EVH AT KEC 2HEHE L, BUREHROFES L. Dalberg L
R—hHSHL 7=, T¥413 Regulate T2 HREFNZHN RAKITIIR S, BEGRREDE
2], MIDI & EED 332 B THR— T 2%ETH 5. & 0D HIF MIDI I3hE
WL 525 —FBEOKEINEE T, REEHEELTNL,

<MDIC¥3 B HEEFELI F—>

BAMNMINETEML TELEEBERAFEICOWTHEZHHL TELWEDSE
RTEFEN MIDI N5 H 272D T, ERRaB O TRERNTNE MIDI 85 L%
t 2 —CEOIKH LTI LY Lz, I TIE Z<DEEZERARNS, 2008 F
HDAL ZEHOEGE CTBHHEEN A E - 72/, OAOBFRZED 3 K (FEO
HNAZ <A X, R 5 =37 70—F, BOBFFOALE) . HADOBERKGED
EHUT 4 — BANEL 72 ERBERWEEDOU A M EMERI Nz, 51T, T
FAETITBITF 2BERMEE 3 7 = — X OME, JICA OMEFEZRMENAT LU THEENT
ONZZE ZEDIALTA 2 ALVAEM - NI LU LEHORE,. TEAE
HETESEFETETY /7 ORFEF—LEEmLIZZE B3 72— XD JICA /Xy
=ML D1 A R—F 2 N ELTOBERMFEO M (BORLEAD T AL
HEE - iz 20—, PSTI EOAEEMEL R— N BLFDI BGR L R — S OfER. H

63



H37x—X

R OBORI ) s ENEBHE N,

MIDI > CEO M5 DAY R ELTIERDE D12 H DD > 7z, Seleshi KEITH
HIZOPFT—FBESBORMGE LG L TE R, TOMIC T ¥ Q&7 A
EAREST=Z 8 DA BTN HREEOEMN DN T ENFRER LR
7zo F7z, JICA 1Z MIDI DRENEEMREZ B L T< NN EDFE b H - 2,
PR ERITTIELVWEWSFESH o7, EAVHRIIMIDIO> >V 5 7
W2 TIELWERARZ720, KREF@E—13 o7 > VIERIT N, FEXDOLHH
ERALU-ERMEMENTEBICEEINTNANARTY RN ZARHEMEZET
LOMEAITIE—FB LWL ERS iRz, £z, 2ETHEEHOH T National
Industrial Roadmap (%N Z & DEEEEZTEO LS 2bDOM) Z2RET HNZN%E
FELTIFELW, HEHHMEHAZNZDRER ST %2 L TIEL W [LA L UNIDO 8
TTIZP>TWD], HRONFKE MIDIZEFOE ¥ —%& by A Z 27 TERWN
DREDELEEHH /2, KELEEDLIIHEOHENTRLNS LI,

< Workneh Delelegn Shumete K>

7 )V 7 % KId METEC #&#MH & T, 134 TIEIH MIDI (881 > AT«
Fa—b) OFikEDED, TarEBAL <ML, 2018 FEOFHFAEITHAMEL /=
NYITH %, WIEA TV KREEBE T, BEHEEFHEENTTHRLDOTRED 2T T
méA%T%%éoAE®U/&~y7 7 ay FITBML TWEEWziEn, i
BT OTREEDH ST, L BWADIEIRUIZY 2 — DR OER = T BN
DAT—IRINT =N TG T RERE, ZOLDICTEBITRET S LR N,
BHE AEIEA TV REDORARDH K THRNNEDIRMN> 722 & BN
RO TTEAEDHGEN T TRWI &Gz, 7))L 7 X KId, $TIZhwEL
TWEREIZZDOH TEFEHEEZNT TELOHERZITTINLD E LN, BiET
WUamoTrz,

5. 74V AFTEREKRE

FHHEIBH 7S (MPD) 12T Fitsum Assefa KFE MR L. 7 4V AKEIZWDHR
<HRTBE U TN, ARBBUFE#RZREEL TWEE, £ofkc OBORMEEICH
Bl ZEH->T< N5,

CYUHENS, FENIBORAES - U r—2 - BORKGEEICET 23— ay 7
IO EMMALZETA) ZNSIINTN O EERBRETH D, Fox OHEIE. LLaT
IR 2 RET BT OEITRE 572, 72082021 4F 10 A DNEEGE IV, MPD 12
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IFBORBE QMR E WS NG
A6NT, Thbb, KAWL 2K
FOCENBEFRIC LN H 1T MPD NS
HFrvIETHENIEHBTHS, 2
NEFEITTH2DIT, BAIIEHDOBR
XENBFIC ENZ0E —~BEIEXE
Tzo TOMIZ, ZOREEDTZDD [T A
RIA 21 Z2ERL 2 (6%, KED
SRAIRHEINS) S, FEANDL BH
BORSCEIZDWT, irEEnnngin, BGFEBGRE OBEI, ED XS Rz R
L, BN E NS e —HOFRESE IR Y, TNETF v VT EFRE
BEDEOEDTHD, £2INE2BLTMPD REEDOBEREE 25D E WS HY
HdHbH., ZOVEFEZE Policy Mapping EFFL TWd, ZHUIFEAITE > TRERELL
Ths,

ESZHAE MPD DT 7 ZHINTF— LN T AR DEL a7 b oIl TEAE L
DB DOMFMERZED TS, TTBORSTEEERM - 1> 75 -t - AN
FUAD 4 DT B, EETBPNCTIZBGEE, B, I, BUE BHRENTEN
%, THBOHEEBCRIIRANRET S Nz, 1 > 7 T8 i, ATiBTE, S - £
fir, FERE/R & tERITER, BE. L Utz E, 2 LTINF A [0BDEY 3
TRy F—LNS5OMERD T E0FF EMT ORI N, 2 E AN >
R SN TWE] E a7 b wIiTid MPD M EDIED, EEHNSDRA
FF—LNEDENTNS, PSI OMAEEDEREIESNTWS, 2N D-T2dH
& MR & LT~ 7 0% (MOF - NBE %) %718 - HRE/REICDOVNTH
MR ZEET S5 TETHD, (FLBHIHETHEIZES 37 by 23T % &R
REZA) FNRESIETIDIBEDF—LICE > TWERET W), 25271 >T LN
(KREMNEDQETEFBEENTTT L >IN RESH),

RERDBERINEES NN 7ZHEAEL T, BN EB AL TETVARN, THRE
DY 2T WRAL BARZEANEL BERENTHRWRENHIFT 5125, MPD &
LT3, BORIERZ K E72H DM 57 £ T Policy-Strategy-Program-Subprograms
RO, Subprograms (ABIZEM) ICDWTIITFED > 7 ZWMEICL TV, (4
HISNA LU Y ABOE TIEERB BN HERICTEITRMEM b N &

’ Ministry of Planning and Development, “Policy Alignment for Prosperity: Alignment of Development Policies
and Programs,” November 2022 (F&E > 7 IV AR—=ZF[BETIS X—Y OXE, KHEZD).
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PAP /i{ Ro1 > OZE

OECRIZAM A & PR EICE > THE-EEPHESI NRTER S 20
Z&,

OEFR (Ki—EBARM) : Policy. Strategy. Program. Project,

ORBEEOIATELT, 7O —, I —%0T &7 & —, BRI
W5,

OFWVBEBEDSEME U T—EN, ARG, tha/E 4, FhErTael:. BuammE A,
AR E,

OEBEROMED 5 CREMKIZ18 » H)

BEPRE->T > T L — MR > TIBRI 7~/ — b | & MPD 7S
SREAT D 2= )P TEOWRE>FAEHRE « EMIFKEHEOFEE—INL )LD
E2 AR AICLDEE (T —< v hH D) >diEEHEOF = v 7 —BER
E—FEfi— 1 Ea— - i

i R —xvET U= ay T

BEFECR OMER - IIME BRI L DHMBER O EFRE T T 1 > A2 Mot —1E
RENDNEEFRE-F - WESNDZREMBORE—>T OV T L 178
FHEIN] DRE—>THEORIE (PIP)

BB TBERDIED 51 O P OFMTH D, TDRND S SIT R
D AEES a7 by TEMBL TWD 3 ERIERTDH S & DB MPD OF
NN F—LEH Tz,

WARZEZA) BFDREANMES TO R W oz, BRLIZIZH L WY TOo—F
INATETZ,

(UHOBERELT, OFEEBGR - BREBCK CIEFANA T E 5, A - BhEH
ST FEFEIRRE - FDI BB E W o 72 L X)L TOBRBRH DA 1§ TId a0, @QBGR
DEMF I HINN, EVBNEEZLEND T EHH D, K OBOR & F#k-
MG LE 3 B RE N HEEERAT,)

(JICA &0, LEBDSHEHENNOXZBEEND O, B EBERC 2 E T EES)
27 T4 2T 50 EEOFER - HikeBZEZ TS ERRZE D 5) EEBORIE
MPD NEZEE#ET 5D TIIRNWD, BAEEF v 7 EWSBHENS JICA OHE
Bt TWZ <, 2L Nemera BB KENHE T2 2 L1255, BITE
MPD i, 3 EERIONKFEE T TS T 4 (PIP) ZHOHNEE L THIO TR TH 2 (T
FAETIE 2016 ~ 2018 4F), 10 # EFHE OFEEHNE & LT, RO 1 F13HEfEHIH
ozt DD IEZE 3 DD PIP THN—T5 (1 + 3 X 3), EIRBUF - MNBUFD
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HKFEEETHED TN 5 #EFIHEIZ D SRBNWT EIT Lz, (EHENS, BURZEE
ML TA XY MREDIRE - BHEZHL T<ND RF—bdH 57, HAE L TR
BTRBRSBRNAETEMLIZWERREEZA) RAITHERDIIEZEZ 27200
Pril (thinking framework) TH > T, T LRI NENDRETITR WV, KFERDIL

REIBETHD Y,

6. MPD [CK 5 HRESHDIREMER

TAVLKEDTY L >DIED, EX a7 by TOT 7 ZHINF—LEDBEITL
TOEBD., 2BIIMFEE DY TH % Pyramid Resort Hotel 12T, MPD BEL N
PSI D435 & B Tiabi/z, JehHEHIL 6 4 °. mHIIC Tsadkan FAME B 72310 &
L. OHEESHCOBTE TORS LD o 20, EITHHL 2 DITBREFEEY —
%4 —T MPD L+ A/%— kD Habtamu K. i3 MPD (3 X UZ Oai SR 12 7 4
o, 10 # EFHE7R E DR - WEITHED > 2 EWNWD T E T, AMEEITITETITE
DNz, O DHHIILLTOEBD (ZL1FHA BT 2 XHEONEEFLD),

#1 Proclamation 12X 0, MPD IZEFRL NIVOBETY T4 A 2L THI L&
LT85Tz, BURY 4 2 A2 MZIFETH (74—, vxrnstr sy —, @i
D 3 TN D 5. FEMOBORFREICIT, HEECR EFEEAM = — X, B TR O
B ABIRIZ EM D B, EHIFN SR (7 LNTEE. ffRRbO) BT, 2
HOEZEMPDIIHA RIA D Z2ERLZ (T LNTHE - ik . EADOEBHREIL B
RARAOREICER SEHLD 5 EEA TN,

ZO3HAM, BLIFIOET Iy RUY =R TR —X v ETEEITARS R

ITERBEL TWb, ZHUISRIARIEE Thi<. 8 1 EI3EEE ¥ —2RE Lz (T
AR DFEEBUR, BEBOR, JL3EBOR. BULBOR, MoLS ORERFEBR. MoTRI @
B O EUR) « MPD %2 PSI DIF0, EENSEMI N3 ~5 AOT ENAFHRLFA
N— DT 2, TOFIEIILLTOEBD,

#FHFET AU — a3, Nemera BB KEICK 55
HMIHFH%~ 20D KFRBICEENETD, FED 1 RMT OBRE /AR THAL

CHERE T4 Y LAKEDNS KEHEICEFESD D AHTEY T ORE T — AORENH > THEBERN
A &7 7z, Iron & Steel IZDWTHIBIRENBEE WD T EIZ20, T OB Girma i# RN KB ERICS
KUleo 2EE5 T P ARXBENDDEMNS Takele UmafhERE E 2> TEHL TWERZ TN E T ¢
Y AKEICEG SN, 2 2 THEREITIICA 28 U THEME 2 Iz 258 0 3, 2&13EB Lk
morz.

° M. Tsadkan Alemaye (MPD 7 R/N- ), Mr. Habtamu Takele, Mr. Tegere Hailu, Mr. Berhanu Assefa (LA .
MPD L3 Z/¥— k). Mr. Dessalegn Anshiso. Dr. Amare Matebu (L4 L. PSD).
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HEEBNS AL NOHEMESZIT S
RD2~3H BEIHDN, BOEY N w7 AZER—RE, 707 F 4, HHY
ML, BBES, B — Sl & & R E
B EREEEREEDOT L — MR- TEEDD
BHHA  MPD & PSI WMEHE R 288

55 2 AT L TA > 7 B8R, 58 3 IR & AN > AT THUIHUE
AT, RFEEEEDN, ETHEEZLTWS, U—F—DONTH LARIFN T4
13 3 A OEMERICED 508, MPD & PSI OO F I H 7 QY5572 S0
T 5,

BENF R TERZMEICGHERT 2 2 &Ik, Bl S MAMMNGE
0, BEECOAREGZESZENTELOTETHINWERD, & ZID. AT
EBOREGMBORZNZITEASS E LD 1 DITHET B LD BE L7z, FEKIC,
BB BUR EFKEMHBORD B 2 ITIRESINZOT, az@ib Lz [2huddhain
SEOEANLZHDTHAD ],

BEXUICELDH D THEEOERBERIZOWTIX, NEMIZIZIZIE TRz, i
AL, EHD D OB E X ., EhEFHES R I N, TR TOME
PRR I NTe DT TR, TEBERICR ST, Bk Z T4 51213 1A TR
ROV, 7zE AR, TNETORME 0670 5 W E I8 H & AR AE ST
bNBESITBoTN, TNEEARMIZESIEITTH2ONIEHL WEETH S, H
WAEEDZDDFEMENARL TWRIZENND 5T, #IE - SLEY « K &N
FRIOEEMBINTNLZOHRKEETH 5, 7285, TERIIIU® U5EERIT
(manufacturing bank) O AIF%Z BR U 7228, k& 1370 BEEE 2 VHTRITNN
HOMERF LT,

KEFE—IT, BEIRENEVICBORZHHLERT 252D I LIFEFITINE
B, TOBKTIOEERZARRETHL . LELUTORERHBLTBEZNnEL
7z

O BLERERT S IITNEESBBEOZ L TH D, ERICTERZOBICZOLITEVWHRAZE LN, 2D
DL A% < DEICEEL . RIS LN T, YRR 2R 22500 DA, 2y
MZDOTAFTZZFLDNEDRIILSRNDN, B2 ITIZTDMOMARD, T &3, BERARESE
DRARBE TR WIYEIC L DR =<y U UEEMN, BT L B E R 2 E NN 2
ERLTVWAESICEDbNS,

T A2 ETIE. FRIRBERE D DBICBUAR - FREHIE - B EDRANTRENLHE. H5MLE
SOFEE - B AR A L 21T, AERE RO E SRS & O R T ORELZ BT 2 O\ EE & B,
EMIFAET TIREDL D BHEFELIZRND T, MPD 2D & 5732852 ABMICIRET 2 2 L1341
BOTHA A,
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O ABITHEFAED KB, EHEEOR
IFRMEOMESLEFTE NS EEND
HOTHO, BRI+ TN
EXWBERICAR 570, TEENE
HEBETRMOBZHWEZIZTE
EWbnsa), TFAEY TIENT
L BHEDI75 > TRy,

@ RF—OHENIAARTA X
BIZENTHDET VAR
WHONTZN, A DFHORDZ I W OREITR<, HESAOFAITBRN -T2
(RF—HEEH BB IMTEE TS EDEIE),

® MOI & EIC IZ R F—icut L THEET S EFHEH L TWDHH, ZOFFRIIaq
(BIC 13~ 7 OBITICET 5O TESRHBRAFIZOBEIZITONS EDEE),

@ FEEBUK - BEECRTRIHEVICHILT E 5, EEBEROT O HE#HH.
FDI BUR. T3, AFEN, EEAM ENS 2T T L)L OFREIZ D W TBUR
TR AT D T EMRETIZZR W,

® HHERETIEIEEHMIL T OMFHERITERE 572 & WS BEEZN, Bk
MEHICOWTIE, H4YENES a7 by TERELZEIEE KR - EHBKEN
ZOEFARBLIZNND LI7RN,

AMEM AR, D BHEROFE EESTE, 70, tha, BRBES) 2OV TR
EDRZONEEM LTz, ZAUTHL, BEIZOWTIEES 3 7 b o &RITK, Tx)b
F— WHHRREDBEZED THEZTO TETHS, ¥ 70 - HERIIDNVWTH
NBE > MOF 2% A THIBITO FPETH D EOEIELE >, EREOO YT —
2 a e ceanEOEMICH L TIE, AN T TR L TWSBERIZMEIC BN
HHIOBKET 7R THO, BRMFEICOVTIIZEEDEEEETY> TWSHD
EHELTWDEDT ERE ST,

7. TOMOEE

< Tadesse Dadi Segni K>

UNIDO B THAMREZ ZOREREY ENAHFE2DLD 55T v R EHHK
LizEZA b LB,

IFFEYIZUNIDO ®/8— hF—ET, T¥EA EHE#EL 4 5 F T Integrated
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Agro-industry Parks % 32 % L T \» % (Sidama. Bure. Bulbula. Jimma). H 73 1
Sidama ZFAE L7223, 7 AR A RAA N NF IV, I—b—FHORENAFRL TS,
FERZEIIASD TSN, HAOEMBEICHELES > THH W, 1272 LBIE
IFFETDOED R ARRITES SERROXETIMARENL/IC ZHR TSR
WIRIIZH B

HMIINT 2, O, TV PHHB L TWBEN, VY ¥ OREICIIEZE
I B HDMNH %, Rwanda Development Board (RDB) (& & AR, LMM, i/l
AR E AIERICIT O BRERAME CThH 2. FH VU RRGERX (Kigali SEZ) ISBUR AN
BIFE L7278, EEIIREICREL TWD, ZHRREMEZNFELTHBO, T4ILT A
7= LB E D 100 H2YAJE L T, & 51T Kigali Innovation City (KIC) %
R 2023 FEITHRD B T, —FF— A0 2 RF%E SO/ OBEFHER & EN
BEINHEE L, T2 /0P — & - iM% JEZE LU (Proof of Concept) . JEIE
EEDTAT—IT v T L TAWEETDHHTH 5,

723 UNIDO A#8 Tl 2021 4 12 AIZH&E L 72 Gerd Miiller FB/EDH E T, 1
JR—a & DR Z481F T “modern, leaner and more effective organization”
EOITHEREMNIBEE S THD, TFFET D Regional Hub O A BRG] & /N AT
REINLERRED I EZ5 T,

< Ahmed Nuru EE>

7 — A R (East African Holding #1, JC T¥EEBCRHARE) & BRI L 7=,
FRIFBERAES I 2SN TNk, HOMFETIE, 2E T EED) S
QAR (TEHBEBREON LE2E0, UY —XOENRIEH) 203 3TH0
Thb, AO—HUINGIEE S 2D TLERDERMAKSID < DAENDNTG, JRELA
HHENDDTIFBRND, THEBENSZIEL TENHFLIEREIZRZL TEDTND
1 >t > ¢ TH## (UNIDO X18) 1. T —FWEES TEN TSI, 2 ~ 3 jJEfH
NIZ Draft Final Report Z$gHi 7. it A > ., #8 (iron & steel) . T v 7 X,
BURE WS ToBMPEREN LREEAN SMAETOEE I > 20, ZHUIEMARAD
HEP TEEDF v /N T4 HHFICLDbDOTIERRNWNED I EE ST,
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EH5NTVD, Lo TNLDIE, MAREZ ESHEDLNTDONT, TNETHL
PRELPNERD) L7827 - 7= D TEFIIE AR 7 R LA, R0 ERDN 5720, FA
BT mARBFO— RN EmCRETREMEI AR ZED<LLD b, HOHI
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REANRRITERFIRNETH S, FELIEREDERT 2HEEHEm DB
FHALDNDE- S, (Y bEDOEZSICFEL., BIEH AR OHEEHEMN
END DN, LEBIILZBOED HNDN > TNV, T 7UILTHNT ST
B, T TITHEH U2 REORE#ZFRE L RINTES & ENHEE LR, ]

BURF DR P OB OBOREREIL, T CTH¥ET S FDI RENBEELTND
BEARBMNFICASTRNZ &, TNVIVEHRENGR - 7723 -2 L% AF
TERW, AMERES H 20N, BNEEEA DN, EZHZIB0WREDNDY 5
U 2 — D RO BEDKR E W, BUFICIZEPNE M 2 500 mE#RE L W 725
HdH DM, BTV, BNIZTIIHREED H DA, %@Eﬁi‘ﬁ%vﬁ’%c:i%lfcm‘;
W, ZOMD, BUFIZIZBER DD FINHMm > TWhiah, U 27 —DBikD7z0
CATRT A4 v Y - ERERIZR S R0, BUFIZENYS T 7/(’\775:1IEIJ 5%
o ZBIREZA D, A LRI T NIV EEET DHINGEND D08, 25
Lizfba b LTEATRETH D, [KEFE—IIMOBE LT, ENFLZ @
TNVIVITHERT 2B T 7 AF—Z2ENEEL LS LTS (L) HARED D
5 (BHolz) EiRTz ) FAxlZ RHT¥EEBETY > r—20—02av7%235DT
KTIELWERREEZ A, 7 Ry KIZ, KRS IUIN T2 WA, ZZAREIEN S
ZEBZNDTONSRNEDZ EE ST (ERITHRT),

AGOA FERDIEERMKE LT, BUFIX TEMMATEREICL >V THONRE
ENE TR TIVTOSZIANNEFF L=, 23U L > TIPDC WAAVEREICHED . T
(MDA > TF > AEERENTERL B> TND, IMEREBREIZDWTIZH
f£ NBE. MOF. CBE. EIC, IPDC 72 EN i TH %, it THZIMED 20 : 80 kb
TOMHEHRIICE > TEL DT SV IVEENFOB 5 CMT IZBFTL T3 ¥, it
EUEZIINEDORT N ZID LT 6N EEMENMATET THENEE->TLE

EOPNVIVERITBNT, FOB &R SENE AR 2 AT CHEEL . B HICE U B itk 20k % 2 1T HLS
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IR ZHRETRNETIERND, 20 284N ESI L > TN LDONZEHFHETRE
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HAOWHEY L TWa 3 @EHGHET, W< DNOMAKRRNEESLZDOTESR
F—Z&L7zWw, FARRIETES N LUEEREERIZU®D EIC BN LT D
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&7z, OFDIREICBITZ2TFAET AHER - i~ %2 v —HRIC DN TOME
(SOAS D#11) . @I BB INE 4 LD TN BEREE, @TIGCHE MBS RN
WS OEFL TN TS EHEE L TOHBSCRBELZHIIDT T NI PTar
MERE, INS5IFI 7 Of@EEN, TEIUIKBEEIZIC PSI EOEMEEL R—FD
FERCT DT EOFEEESERRE, X7 OHEENS DREEF T TL
TWERZE W, Bl BRI E 72 E > TWaWAY, BIC 23BIEA T DA & 2480
THHEIF— 1T A20~25 9 RETS~6 AREXEVS LA EZEZ TS [£
D, 1 A 31 HBfE EDEHIH D 1,

EIC OFRMNEATWS, FilEEAY Yy TEHHAD 2 MITBHL TEX D RELHERZ S
DEIDRD, TNTEN FREIZMA, R F—2A0&ERZ LD HBITERTES
£DIT72 b, 24D 4 DOHF (division) DO FERNRZRFEH TH 5 (Promotion
& Policy Research. SEZ. Incentive & Registration, Regulation, & Z T® SEZ & 13,
INETOLEMMIOEREZIZTOD AT 4 7 A, Trade [FG: 2 /)5 - LA
CUBEBRBETIFAMDOZEZ [T T TIEZEI WS T —EXZRZ BT LTI
RN TEMMIC A S DIFEETH A 5. Regulation &5 DI, FifilsE{b Tz <
TR LERE LS 22T 0 TRERD. BUNTIEAINTWS ), RIEMFHIZR
WD, ETRERIIREZRARD B TH D, BUFIEA T4 TEYIC< % —
DENTWRWE EIC Z2#H[T 20T, ZNADHIETH S 7,
<%H - BHAERART4F 22— (OD) >

% ODI @ Dirk te Velde & & Max Mendez-Parra & 137 7 U /1 KEH H'E 5 &
(AfCFTA) IZB S 258 TY 7 U i EHE2D <> THEL THD, ®eDIv g
VIR FAETITHAAEL TWiz, AMFEMBEOMHTTEIL b 2 RTIVNEEET
[k L 7zo AfCFTA WEZIMEZ & DHifE & U TORE DR EF S mILOLEE,

COWMBMBIE, A v T4 TRIEZE G D, MOI & EIC OBCRBORR R —S3E3M R0 EHEL TWDHDT
TN, BIIEMPD2YE S a7 b oy TIT 2 TWABGRFHEICITIEICIEE TN TV AWS, HETY /O
BIFHPDEVNSTBVEICIEZZICADZDT, 7o Ry KbWInzhicsmsgsnsansd Lkn
EIRRTHBNE,
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EBOROBEHIIOWTEAR B ZTo 72, ODI F—AIXFAH. EENHEEDOEH
T, At O—#%Z AU OFERERICH L THRET S5 F—2{To72&D T &,
Z4E 10 A2 Guided Trade Initiative 23325 _EAN> 72, Z3UL, W< DDDOREMHIZD
WTAfCFTA L=V &R L7=E 52 /)81 Oy MICEAA D HDTH D, I A —
NIDT AT B ALNT Y YT Fan Yy
MBMEERPIL TS, ODIF— A IO EZELEZD> TT7+0—L T3,
AfCFTA FHFIH —F BN AU DSFERL TT 7 FICREINTNSHN, I
WX FE DY AfCFTA #3281z, (Y 7V 2R E L) ECOWAS 120 5 5
BEHELZWERNHZNS TN ED I EZ T,

<PREBERFKRE>

Sy arORMEH, REREDZAETRERFEICHERGORRERE L2, 3D
DI—rvay TERELZIE, T¥EES MPD DRBUREGIEOFHEA T =X 1%
THENLSE BT 2 & BB O BRI RN, T34E O FR CHERR O — 5 ik
K, BEZESTOREOES, 2R LAY — N7 v TREIJERRI B EDHE
M7z,

8. RFNDRZE

<KL LI 1IT¥HHE Jay Jay >

COVID. ik, AGOA %1k, SAEARBEAL/R E DR EN D 2 727, s &R
¥OBRERD=DITHRL L2 1 TEMMOA > RRRNE—D = 7 AEFERLL Jay Jay
Textiles #:Z A L. T8RP EEEEZTT o7z (EIC 7 =51 By ROFEMN) . FIfRIER
LU TORMICHEEZBBLZRETHD, Fox d 20154 10 AICHMLZZ
ENH B ", K. P. Raju L¥$ (Chief Operating Officer. -1 > R A) 251G L T< 7z,

AL L2 10 1.lha DERZ 7THND TV, BN IO 1 BRZT7Z 5 72A%EH
PELHSTZDOTENZME DL THEFEH KL 72 [# Shints £ B RIERITHAR], 2k
BRE—UL 72T a—)VEMNTERE, | B a—IVH 0T 15 NDERE, 7 1
BWTERINEY a—)b, TRTOEY 21— VIR UM T, 7 THIIA 72 F UL,
17hTCHE6H, ICEM (T vy YiadE) ThIEIERhTHI> - TU >
R TDOLK BT EMTES, 2721, AGOA ZILOBMNITT 1 THIFEFILLTHBD,

05520 AR (p.12) 25, Jay Jay £113 2014 4E 12 AICHEERIA. Tk O 1RIFHFERG O3 B I3 600
AN7Zo7z, RajulKIZ2 A THEZE 6 FRICHEZDDEDTNS,
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E2FIEEE (98%). T<DHT MK
IN(2%)e T —H—IdE— 27 Kid 9,000
N7Z o T2 INBITEE 7,500 Ao DAFEIEA
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N FF7 2 a (5000 N) ETFAE
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DAHE T E5E S D13 SHEC#x D
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T IAF VI HIBETDIL > TND, BATMIET > R 6 &l HEAEI TS T F
35

T—H—BRFLITHTED, BIMEEE NS EOBATHEHE L BNLES
HMANZEDNTL %, IFEALENBNEEOE N, 72 ZAELOFHiE< bk
FHWND, 2 1 AR A -8 BIGICALE T 5. BEBRITLIRTIIAE 22% 72>
TR 4 ~ 5% KT EAo TE /e REBDOHNABE D FhL. 30 ~ 50 DN
Z 180 BEFEL TS, EEALHET 5L, EiiFicr >4 72527k
0. T—A—IZ THTHRZEETHL TV, L7z BIZRFFOMED DM 5 720
DT, REPPHBFRIRE - BEFENIREFZ L0, £EESEZTTHNWTRECEY 2—
WDOARNEYR=FENLT7+O—L7RN, £I T A 222 T4 TEHAR—ZADH
Kmfilin e F—LN—ATEE LIz, T — L1 15 AL BFEUCREOHEMATHRL X))
2L T FARE R W,

BANDIFAET NA—/N=NA Y — (CEEEH. GEEM SN2
(IB) MEEZ a— N EEZY— - HR—EL TS, AXL—=F—=N5A—/N=N
A=Y R vy —IRDERANMNTNS, TFAET AT —H—13, D 3 3 H
E AT 2 EIEIRMME N, FREKEDENTH D, AU T A TEOTHLWEZ
o TWAM, T TIEEHR RN,

Plaiidfhtt & 3> 7522 27 U THERAZ RS> TWED, £595 L 14T
HHBIAMN DD ETRTNIEDEND, TN THLIE I FRBEL TSk, 513%&
#HTEDALTF TR TS, TF > bR L OBRZHIIIZ LA LR, 28
M > TR I & UNGE-EICIR SR,

AGOA EIETRERIT A=V EZIFT TS, COVID RkELESH D, 7T OH 5
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HEOSB 1 DZHBMLTB0. O 1 DIXEDOEE. F v /0T 2B ERIT
85% M5 55%IT TN o720 WoIE D THEAMEMERS Y 2 B L7 L. BREMIiHS © 3 FIH
BOT, HE - A > RS OMRERS T FNEOEEE S EM L TW5, BRIk
% 15% T T AGOA #1E DB EF/NRIZK NWEDTVNDD, FRFETHOD, Fifin]
HETIE72 Y. AGOAFMZR> T 5, HL AGOA WEIE L 72\ ETHHAHZ D,
ZOLO T L WRTITGBWAEN S, TFAEY TIIEMEED S B 13 ~ 15% Vi
EBETHADDT, TNTRXRIFL AR - NTITFa - AT HITHBT
BV, ZNEMEN AGOA THN—LTERZ CREBEBILIT > v VT 14%, ehz
duty drawback THRERSNTE/2), BUFAY 20 : 80 DIMVEMHAHOREFE E L TL
BERBOREZ RNV TR TIIVTHIADIDICL TN, ZEL, B0 TIIE
THRITA 1.5 RV miZ o N EAEAE EFEINTRTIZ 3.5 RLZE>Twa,
IHOLEERIINT Y THEEES D, R LI ENT T OREITHFEGEZ
BUFIZH L TWB, NT w8 Tlid 2 ~ 3 (0RoB L7z B <. itk HRORRH 2% 2
TWBIRMZA S, EIC % IPDC il L T< 1z,

S BIIE BU HBHEGIRD TN LW, AU T AV BREENTETHI I TR
TR, SKETT IR E NV 7 BN B S REIE O TS BITITMIM S 7
MITERW, AR S H D, V=T —D> T hEELTOBEH LW, L T/=61T
HHIIZFELOT, RIS TSNV, 1| ATHEDLDNZSE2MHIIKODTH 5,
F—HZw 7y~ A3, FEINSEAL T4 EOEGLTHSTWSEN, — O —
TTA4 Ty ERS TS, HEENES THE>TINDHDT, Hm&EL
TINNEAEABEZFT 2 Z L3R NDTIER NN,

ZOHERLVLIDT ANy TH—EZ (0SS) ENWIZEEIL. FFnFIh
TWRN 7D TIEA E LT 2O E—"T, EIC ® 0SS #H4E Sisay KD % = W
Too REREMOME IPDC HHEE & BEEFCTai Lz, R L L 2 TEMHIINER I
BEL TNW5EDIZ EE 572 (running well). R L L 2 1 (53ha) TIIHLE 12 4LV
¥ (FIhegEZs £) . 21,000 AZJEM. B2 EN BU KEICEH I N TWS, KL L
2 2(180ha) 1F3 DOEBIITENEDITELH > TWir, 2D 0SS EJLid4
BT, #8197 3 17, IPDC. BB A - T\ 5, & Hath, MEili/s 13 A - Tz, EIC
D OSSHHEIZZZIT3HNT, WP ETZYIL TW5, IPDC I3 4 %4, (E¥£8
7 & &AL, IPDC BBICDOW T, 225 v 7O 7 HINPEETRIK 1 » A
DOWHEZEZIT TS,

[(Fxld, TEMMOERIIAS S SMIRBEV THHLEITR,. T2 ANy T
H—EZARBEHBDOBENEFEICES T THB I ETII RS, AREBEYE 1 A~
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FlTHDEND ZEZMENERL 2D, TFFETBFIEZDOHZREHEATN
2 DONHIRHTH > 7z, ]

< Creative Hub Ethiopia & EED >

UNIDO T Creative Hub Ethiopia ® I — 5 4 % — % & D & ¥ % Mesay Amare
Bizunech KOREN THisk 2R L. TEARHHAE S 1T/, [ Hub I3HFFEPLLLEOR
FEFKITKT S incubation KHEFE, 17 ) T TR 1T (AICS) D&% T UNIDO 7°
THEALEELTEML THO, 2021 4£8 HIThHE I Nz, EEZDITAZER
MHERETHLWT AT 7 28 EHARBICORITFEWALZEZHREL T, TY1 >
PR O, FHE, M ERZRL TV, B/ 3L % S Ethiopia
Enterprise Development (IH FeSMMIPA) OEHIAICH 0, @I LTl ., €4
CIBRTHA T BHES Ry T —F 2 DD DANR—ZIMA, h 7 =T
DY RERI—F =72 ED/)NT V) w7 AR—=ABIHA TS,

Mesay IR IR, BEZEITREFH 22T DU, BiENA - i LTt
DHEMFEMN 6 7 AH A VIV TEPWIZT RINA ZHHEERITS . Bk T 177
EHREFEE DO TND I ENEEDRA > b ETnd, RN BFITOWHERER - &
¥7yyal, @QLES T, BM%) . @ICT (K —L4, THA >, JO k%
A T e-Commerce %), @A - F2. @2 =7 YU 27T, 8 1ENE 25 AL
552 [0 50 AL 5 3 K 100 H 2R L7z, M Hub DA N—=2 w7« 7 1 —
1240 RV / AT, 200 BLALEDNBEEL TWD (77574 T7DIZ 150 A 55 60 A
7Y incubation JE BN B ATV D). #1300 OHHE « I—Z &ML TWEHN, 7R
Ry b0 EEDDER 1000 IZDIE D, 26 DNIFIS— R F—NB D, 178 ADYD
V=28 THHERT E LT I L T< N5, KIEECUIMEREE, S5 R
EHOANDNRT T4 THCT RNAAETT DAY=y T IOl 86H%, 5
T, R 6. O—b— (). H7x (Ath) TRERNFINTTETN
%o T AICS DXHEEZ T TNDD T, AXN—ITREMY —EA & HE TRt L
W5,

X Hub |3 BED &L THEE SN TV 5, BED WERARE, 125 —F v
MUEEHL T<ND, LidFEZE L TRIINLZA - BT EWMBEFOBRET.,
WIS U TR 2 AW EED 2186 DIESES; (L B/ 0 . KB ITHE L. &8, I8 5L,
AwF, $EE) 2RI LZDEMROFEEEZZTH I ENTE D, TIULEED IZ
EOTHBIEBDILREVDIEIRTAY v bAB 2, 15U T DXEITH E 1 HFZN,
EU BBILZEIRL TWD, M GIZ EMENA Hub 2 FHE rTREIC T 2 720 OFHHE
DD ELZBFBLTINTNS, TTIIA 72T U TS EETH D, PEAMICIZ
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WHEE DMINFEDE X THS RS 2. RBRIEDOEET, ROXFHEENSE
FREOWED T EIMBETLEIND ZEMNRE ST,

Mesay K13 Creative Hub FH D IF /), EU XIED [tV ¥ — DR vl RE72 8
AR =27 5« 7 (Leather Initiative for Sustainable Employment Creation) | @9
5. UNIDO WESEHEEI £ 725> TW D, FHEEEDN) 2 —F = — 2k a3 >R —
FRBHEELTVD, AFEEFIACAR— 2 ENS5R2D, D2 DFET 3D
R HPEE A T OIRERE (IPDC) . £ a A Ok - #HE&EZQHICH
W7z social cohesion ND X4 (01— 1)L NGO) TH %, EHIIH 15 H1—0OT,
UNIDO I > R—F > b (8.6 F/71—0) I&, K72 UHIN S KEREIT W22 TR
DiERIL (H&S B FEXEH LD 25 —2), IR L THAOHE, Bz 4
FET B ERM/NHRENDZIREZ1T> TS, MOI D #t >4 — (IH LIDD 2%
)X — hF—"T. JICA 7" $% L T\ % Ethiopia Highland Leather D HUH ® 1> Ty
5EDTEEST,

< Bishoftu Automotive Manufacturing Industry >

Z DO THIE. BAATIE Tigray 52 @ METEC #h (A3 7 2 X, BHE T3 2 100
FEDHoR)DEETHTHD, FxlL2018F 8 HIZHIMILZZ &b 5. T D&,
7 EA BibE N THEAAE D, METEC B 63k - @IS NZL 5 TH 2, TDHE
ZOLHEMES 125 e M ZRHRITIT< ODRHWTH > 72 ZFIE METEC %25 Ethio-
Engineering Group (EG) 12035 Tz,

THEINA - Ty 7l e s U, DN HREEE LR EEH O®RE S &b >
72N, BRI < 7ao7z LEWz (RIENTEEEE T35 6 %) . LUt METEC & T
LTI ERZE BN TE 2D, SEIEE S WS 2 &3 572, METEC T.4;
TRERIITZRICHHEINTNDLENIFHEEZE DN ST2m, SHbHHEUGHEE
ENz, RELERENTHOLEICED TH ok, EmIAETXTO EG £/ LIHIT
HLUTKEC WA EZEALTHED, Fx OFFMFA P2, LHHID KEC
HEENFAR> T<N/ze LHERFOKHNICAAE/NBNETSNTNZD
BEIRIE o Tz, 1272 UM ZERE S [RIER. SHEA R TR EHR G QAN > TH D,
ATERG RIS BE DL OIEEE T 20 % B0, SEIEFEHBH L ThbdI1 >
13807 NNX—DIBWEY T Ty T NI I RNEBEHOFNICENINTNWEZD,
~ 2w 7 OB I THNINTE SN T Wz, REIOEHAIL3 AEEWDEET
Hot="

DT 13D D HRBENS, TFAETICBT DEMFEE/N— hF— & L TOMETEC #1725 &
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[ CoETa 7o THIZ1980ER
e VS T & U C A S .
| 2000 412 IS - T HFEAMA S
N7z 2004 4E 1T R ONZ - b
T 7)) A S, 2013 FITIFEF A
SEES N RAEBMZ IR 7=, 2ttt
HMIRDEEL =, BIEIL EG T D
FEHNTHIDD 1 DER>TND L fiE
¥ BUIBIE 1500 4. B3 90ha, T4
BRI - hRIE 7Y T Ty ZHINL NAFNL, BT o &7 L— LRSS
M. Fr /UL R Ty 42000 BEA L NALE 1000 BEA EENS L. REIIKE
W, AEREDZDZD T —BULNERETE TR W, BF¥EEEL T, &%
hE@ L, EEEOEN, 1S09001 OHS FRIEETH). i, mEZEorRy b - B
ERIFOE A, FEUEANOEH /s & 28815 7=,

J1 1 213 KEC O X8 % 513 T 2020 £ 5 BUHL A T %, 5S. Compound
Kaizen (L8O BEHEGE) , 5E - M ORERRREEZ P> TNW5, 58S &7
NTHAL.SIMSES5ETE%BMS 65%ZEML - [(AIEEKT2OMNTEL<D
M5, 72 10,005 OB I ERAIfEE7n o7z, E/NE Y 77w T
FIwZI3HABDOENTHL 1 ~2 B LNMENTWARWD, ZOXEIZHEH A
TN, Il RETRORR, I1>NT22 27 mESH05TNDS, 400 BD5E
RNy 7 I 8 FERIE XN TWZA, 2055 100 BZEAL., RO BUHL /= 5,
Store management [EHHEEME/N] IC K DTEEMZE 10 FLANICESNE 2 X512 - 7z,
120 HJT 7IVISEIRIE N, INBL S Ty 7 AR FE DR 73 % M) B L 7=,

Eskinder Girma Feleke T35 (General Manager) 23 X T & % L7, EG 4
TOLGOREMHERILY P AARLED CEO ICIRTHEN H B DT, BEFHSHICHET S
BEIIZToNENWEDIERE 2/, TPATRAINADIZEAEIZS BOEGT
BB NADY Y= - L2V hTUAIv T a ERMVE Ev I Ty TO
FNUIFENT SNSDEATH D (Feax LT HLEATHRIEERAT] O
TV IR EMHR) . ZOTETIE EICHRE D650 OB INT. - B3 - 15

: i |

KIS N2 EMdH 5. METEC [3EE D DEBHAZD THER S TEBRINTVSLEA D ENWS BEN S
ERDNDM, ERRITIZTO XS 2B o 7. BIEDOEGH B TH S,

Pz, T OBREER TS, 7Y AORBEH TS, &7 - TERRIY. 7O AOSBERIS. 7H
FOHE LY, RBLT IAT v I OTHREND S,

BRI INBERRZ VA TENZEL BOBMERITHE < NZFE T, EH L THM, KIEPMmE Lo
BIRH > TN LD TH D, —HHIEALIEDIZAY T FIixo7=5 L0,
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235, FEEH L TWSH No.l THRWDT, 7 O—/N)L7aftEREEE#EEL T
Fefly « e - ANEREEICEHATZNWED T o7, ZE LI EOY 1 > REy
MR&IZI o e LHO—EZ R TWizEWeNeERRIZBWwnr EsRzsE T A,
BEI—FT 4 27T HDOITHIKNND DM ELK@IE AT, EROBEIEM - A8 -
RETTHEENEMD T, FamFoh/z (LHESHL TH LOREIIZELRIC
D, BEERENENTHLDEAID) . S5HITIL JICAIZZOREGOHEDSH
OTHITH L TME LTI NDDNE S ZE Nz, BEREIREZNHEEB DM F
IR TNBEENIDOT, RFFESHDTNEDONEEZ D LB SN0
2o TOLORTHFETIE. HAOBEREFEZED DL ZEIFTHTNLNWTH A S,

< Abrehot RIEEE>

TOAT NXNDEMAF - HES D
ACEBEEFHET2EY T4
COREFENBEE L 2D TRZE LUz, Hh
TEEEBND O, AR ITHYREN
Holze HRETE L DAL DEN B
TR FEEZ L TN, BRI H E
D7zinolz. LNSHEREICI— RESN
75< FERICHPENE SN TV RND
T. *ﬁf’?ﬁ\’f%f;é%ﬁfcﬁt FUANRHE ZEOERIZHSIE>THBD., BE
T AN EITRA L 72 D E B DNz, BWIETIRIZA, ERE O FEAERE——T7]
HUOREOEM - 8 - B - BH LTy LA (EWERgY—E ) —13F R
BWkHKEo7k,

9. BEI3 T —XETICELT

PEFEBURAGEE 7 = — X 3 OB HIRIT S EICTRE &85, 5113 JICA ZFtHIfHE
D 2023 £ 7 HETIT, ENIC TRAMmEEOER, TF A EY PEEBERAEEOILH
D7z Dt 2 F—FilE. 2016 FLED 2 v > 3 & DML, Fekadu K S KIE
DI -7z EIC DHBHIZT—0 2 a v TDOF > T4 2B etioTn<,

144D, EfEGEL . 3 DOITF A ETEMEE 6 A\OHAEKREDS & T, WA > 7
YT L, RREIZEICTEADEMNH D, Fix b JICA & & HITHY DRFHE
EIRNF 2B P L TELITAEY EEBHHFEOK T Z2MA THEBRV DO
13H2M, NoIFD T, XV O IFAE T EERICHICAZSIZEDEBNT
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ETNIEN TR, 7272 L ZUIFEAETRTOBEREFIIONWTNWA S Z
EEA D, BURZIRIZE / 2B TIEDREANEIIRL 20T 5% L1380, B
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HAZU Z > A se bt (Japan-Sri Lanka Technical and Cultural Association.
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%< DYy AR T - MLBLOWSE 52 5N, 272U, Al e
T BB CHNMEET 7 A F 2 AR EFRERE SN TN,

(5) TEMMDT YA >

20 T > ARBRERED DI T.X (EPZ) 3% &L 7z, EPZ 2MEft 50
&, ERERN— KA > 7 ZI2A T, BOI O EREREA 7 ¢ A, BB 7« X, 8
B, 70 = 7, S - BB —E 2R ETH S, EPZIZT /LI, BRET.
&IE. B, K. BRI TARESHKR LY —DOREEZFTANT NS, O
Mg, BRoN/=THER T2t ¥ —DARBEBHEICEE R > 7 Z, BIMEE. —EX
BREZBHETEHEND ATy MRH D, b L LERMMNEMINTHREI NSRS
W ZNSORMITEIVEHL L, LIV EOFEELEET S IR 5,

(6) T<NIEZAMDERK

AV T ABMIIRMEABEEZFRT LD NVIVESE KDJA<ITEE
HITE - TRHERHEREZHA T AMOMFEICE ZEZR < L TE7Z, Ceylon-German
Technical Training Institute (CGTTD &, HEjH &2 ORHE D B TOHEREF M 1T
ITSNIHETH D, 20N F 2T 413, HEE, V=)L > /CNC, T2
CEBRL VA BRI TR EN 5725, JIMAREOR S22 <DT—0ay
ToH0, ERIEIARBAE TS, TRTOIA—ART—7 >3y T TOEE R HI,
BETOER2EFIOWKRE/2> TH D, EHOBERIIBHELRFREESITRNERN,
HREADOMBIINANSBIK FHELTH D, BE#EE. T—ANFUT, Za—
P—=I 2RI BB AKDOEWEIREE 72> TS,

Sri Lanka Institute of textile and apparel (SLITA) 1%, TF A& A )L E TNV IV B
TOHEREIIHHETH 5. < OHEE - F+ U 7i(k 707 F LAY, Diploma BX
Certificate L' )V TRt 112135, HH I - A bHRESNTWS, CGTTI & [Ffk,
CZTHEENEHLEINTHO, PAEZRDPBFORMNE - BREHFELLTHETTWS,

T ERLEEBD, WEPRY T U ARBEEOERENEBEMEL. X0@RSHBUARIIBITLDD® S,
22U COFERD, FEERBEOIWEMICHNWTE S L EREENERTHL I EEZE®RLRNL, I
3 AT 2 HDT INVIVERDBEDERZEHNIHSN R ETH S,
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Mission Schedule (8-15 October 2017)

1. Mission Members

Kenichi Ohno Professor, National Graduate Institute for Policy Studies (GRIPS), Tokyo, Japan
Akemi Nagashima Research Associate, National Graduate Institute for Policy Studies (GRIPS), Tokyo, Japan
Kidanemariam Berhe Hailu | Lead Researcher, Policy Study and Research Center (PSRC), Ethiopia
2. Mission Schedule
DATE TIME ACTIVITY
8 Sun PM | Arrival in Colombo
JICA Sri Lanka Office
AM
JETRO Colombo Office
9 Mon
oM Department of National Planning (Ministry of National Policies and Economic Affairs)
Institute of Policy Studies of Sri Lanka (IPS)
Katunayake Export Processing Zone (KEPZ)
AM [Isabella Socks Manufacturing PLC (in KEPZ)
10 Tue
Hirdaramani Garment PLC (in KEPZ)
PM |Joint Apparel Association Forum Sri Lanka (JAAFSL)
Ministry of Development Strategies and International Trade (MODSIT)
AM  [Board of Investment (BOI)
Oct [ 11 | Wed Export Development Board (EDB)
M Ministry of Industry and Commerce (MIC)
Japan Sri Lanka Technical and Cultural Association (JASTECA)
12 | m AM | YKK LANKA PVTLTD (in Seethawaka EPZ)
u
PM | Sri Lanka Institute of Textile and Apparel (SLITA)
AM | Ceylon-German Technical Training Institute (CGTTI)
MAS Holdings
13 Fri
PM | The Ceylon Chamber of Commerce (CCC)
Departure to Addis Ababa (Kidanemariam Berhe Hailu)
AM  |Midaya Ceramic Compan
14 Sat Y pany
PM [Departure to Tokyo (Kenichi Ohno & Akemi Nagashima)
15 Sun AM | Arrival in Tokyo
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Organizations/Persons Visited

Official Organizations of Sri Lanka
Oraanizati

Name

Position

Department of National Planning (Ministry of National Policies and|

Sanjaya Mudalige

Director General

y Gangatharan

Additional Director General

T.M.J. Bandara

Director, Regional Development & Social Protection

Economic Affairs) AK. Director, Industries & Trade
R.D.A Maithreerathna |Assistant Director, & Trade
Honda Strategic Planning Advisor (JICA Expert)
Ministry of Development Strategies and International Trade Board S.W.C. Jayamini Director for International Trade Division

of Investment (MODSIT)

Board of Investment (BOI)

Prasanjith Wij

Executive Director, Investment Promotion

Dhammike

Assistant Director/Desk Officer for Japan, Invest Promotion

Hideo Horiguchi

JICA Advisor for Investment Promotion

Katunayake EPZ

MK.D. Lawrance

Acting Executive Director (Zones)

Himali S. Urugodawatt

Director (Legal) — Industrial Relations

Export Development Board (EDB)

D.M.P. Dissanayake

Deputy Director (Regional Development Division)

Upul

Deputy Director (Trade F

Sepalika

Deputy Director (Industry Products)

Apsara Chandani Arampath

Assistant Director, Market Development

Dammike Jayawardne

Additional Director General, Development

Akila Dishan Assistant Director, Export Service
MA Thajudeen Additional Secretary and Chairman of SLITA
|AH.M.U. Aruna Bandara Director (Planning)
" Inoka de Alwis Deputy Director (Policy Development)
Ministry of Industry and Commerce (MIC) Samangika p ~y " D\reckir (Pla“:ming) i )

Harsha Wijewardena

Director (SME& Textile)

Ishani Abeyrathne

Director (SME& Textile)

Institute of Policy Studies of Sri Lanka (IPS)

Kithmina V. Hewage

Research Officer

P.V.S. Wijayarathe

Director Operation

Eng. S. llangovan

Director Training & Technical

" " B.L.S.P.Nishantha Chief Technologist
Sri Lanka Institute of Textile and Apparel (SLITA) K X Chief Toohi
B.Sabashini Technical Assistant, Department of Textile Technology
[A.C.S.I. Mumthas Technical Assistant, Department of Textile Technology
S.P.K. i Chief Engineer (Training)
Ceylon-German Technical Training Institute (CGTTI) R.L. Vijitha Kumara Deputy Chief Engineer (Factory)
G. .G.Nerio Instructor, Automobile

Private Sector

Name

Position

Isabella (Private) Limited

Hemantha Perera

Managing Director

Ravindra Fernando

Operations Manager

Saman Abeyratne

Supply Chain Manager

K.Herath

Human Resources Manager

Hirdaramani Mercury Apparel (Private) Limited

Thushara Fernando

General Manager

Sampath Senavirathne

Senior Manager -Human Resource

Nuwan Herath

Quality Assurance Manager

MAS Holdings

Shakthi Ranatunga

Director, Group Human Resources

'YKK LANKA PVT LTD (in Seethawaka EPZ)

Masahiro Kubo

Senior Advisor- Sales & Marketing

Satoshi Takahashi

Technical Advisor

Mohamed Rimzan

S&B Sales Manager

Midaya Ceramic Co. Pvt Ltd

Dayasiri

Chairman

Director Finance

Kumudu Warnakulasooriya
| Anura Warr i

Managing Director

Joint Apparel Association Forum Sri Lanka (JAAFSL)

M. P. Tuli Cooray

Secretary General

Japan Sri Lanka Technical and Cultural Association (JASTECA)

Dayasiri

Vice Patron

Nihal Seneviratne

President and Managing Director for Vistas C Services

Athulla R F Edirisinghe

Past president (Managing Director for Venice Sea Food Pvt Ltd)

Nimal Perera

Vice President (Managing Director for NTS Interlining Pvt Ltd)

Premalal Fernando

Consultant, Japanese 5S Concept & Kaizen, Former JASTECA
President

Mangala General Manager, Sri Lanka Telecom
Mahindra Saranapala Past JASTECA president and Director for Kelani Cable PLC
Dhara Wijayatilake Anttoney at Law, Chief Executive Officer

Ceylon Chamber of C: CCC

eylon Chamber of Commerce ( ) Anushka Wijesinha Chief Economist (recommended, not met)
Official Organizations of Japan
Oi izati Name Position

Fusato Tanaka Chief Representative
Toru K Senior Representative

JICA Sri Lanka

Akio Nakamoto

Senior Representative

Tatsuya lwasaki

Cabral Indika

p
Senior Project Specialist

JETRO Colombo

Kazuhiko Obama

Resident Representative

Haruna Yamamoto

|Assistant Director
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T-7 — BH9EEXRAE

<H#E> 2018%8A 20~ 23H (@A)

<AVIN—=> GRIPSHFET +—TF L KEFfE—, KIFR, BELE

<BTOELZAXRAORTE - HRE>

JICAY =7 FHsT AL B s T R BARRE, REAEZRE, /MERXRE,
I A B, Anne Olubendi > =7 707 F LF 7 4 H—

JETRO 7 =7 W57« EILBUETT &AM

o

<ER>

ZVNOHREIva il IFFEY EOBEEMEEO R E L TiThbN/,
BADIFAET EELBERMETIX, TFAETICHREEEZFRTH 2L, T
IIZHRBEORIBITMA, TF A ETRICHEEE - Heffi - HIE - BOROM &>
TERFT 4w IMEEND, T g g DEEHROANE E X BED I LTS, FE
ABAEET, A BUFITINA, 25 DIVEAE - #PEE - RIEEE -JETRO « JICA &5
IZIZ UNIDO M INETHfEL TE/=, 7272 LEEEOBBREMICB N TR, ET
TOU D r—2 ETEOA 22T 4 TERR, Wi - 8T LIV ARTE, 242,
BRE . B EEMBBCREENN S ATL b, TNSOERMICBWTIL, #H
OB I F—CHERICIA, HREENEHOBUIRCER 2 L <BEMEL, TF
FETRSHRBEOKRHCEF 2 LR T DG ERET 2 ENRREEZ
%, TFFAETRBEERITE > TEEMANFTRORE S, MMAEEESR, KESFD
TIAMMRH DN, NEREZIILDETHEERROSEICEEAMODESRE
PETED RN DFEE & 72> TS, HEARHEEEZD <> THRBEL LT
FET BN EBITWEEZTTD 2 &3, FERREORE I DRN S EEBIT, TFF
E7BEROBRFHICHET L 2 NI ns,

BRI IFAETOLEHEERFEA AT 4 Fa— (MIDD Z2H7 27 /)8—k
ELT, &BEWMEMOXZEETo TS, O R —%> hD 1 DIF. LidoH
FICHES LT, HRHEE - A - —E T FFET B OMGEERET D &
IZh B, BLAIEIZOHH A, TFAETIERELRRTL TV HREGA—H—B
KO 5 DBIMAGE/S— R F—IZR U, BB X OHE TEMEIORAZEEEL . 7%
5 DBHFNT ANDOBIOCRE R I L 72, ZNETORRIZT TICTF 4 E Y BUF

il

|
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ICRATHS af~0ERS, BERE. THEKE, #H4EBKE. MIDI. PSRC 7%
E)o ZOE¥(ZBEL T, HREMA—H—DL<FTr = 7&19:ﬂ”t7’<?tt$xb7i
AT TV Z BT TIHNZI T TWA T EVHAL, ZDOMHHBREIC
Mo TE/Z, FROTr Z7HiME. TFFETORFI—0 L7805 5, ’7__70)
HEN# T S BORB LI OHR A — I — - Bl 7 51 v ORBCIE 2 S S ITFH
IZHARD ZENHWTH 5,

FERFAEBRELTE B 11 EOTECHEZANORERZH D7 27 135
BN S T, 5210, HEHEERIRIIRMFETREIN TN S,

12, EEMEIZH 2B DD, HlHIL ZFET 572001 22T 4 TRRITLH

WINELHTHD, H 412, BIMIBETEEL D LE > TWD, 5512, EAC BIRLFY
il U TR l«@ﬁﬁ%utﬁﬁ\%’iﬁbvoﬁé (Lm0 R sz s
KELZW, BT, MERRIT 2V, TFAETBIFICES T, ¥ =7 DHBHEE
RIT 1 DOEBRENETIVICRD D5 TH A5, TNERIRMICEE - BT ST
EMEFE LW,

FEEEZBIIONTS, TFAET LUK TN DMOEBFENG D EN
Holce BEELTOHAEAEE - EREVDIHETIE, TFFETDOHAEA
AT 4T a2a— b EBKDIFREATTED, Fy =7 OEFERENE - stk —
(NPCC) L0 H AH - ik - BB YR — hOWITHATH %, LnL. THANDH
A ENCEEES T, KOUBNARRELE Y —EXDREEE WS BN SIF. JICA
Wr =7 EP X AHE Y > & — (KIBT) 1%t L TEiEH O AMERL - FIETRIE D A
Za—OFMN, EEE - RERE =TT T T AT I AEFATBEO L
DILHEITH D, HE - HUNMREANDRESEY —EZX L LT, ZOWFIFN > Rik—
T 4 2T XBEDOBE E12%, 7 27 FEEMFTBFEMER (KIRDD IZEWELZHD
Bl BB TH D, HARDAHRITH YT 20— ER 2L TnD, M
AT TWRWAY, HUNMRZEITH USERR - BM L > &L 2524t L, BLEBRTE SR,
AHINT 4 2T HEOBEMZEET>TWS, hIAFYFTZT - THTI— (TKA) I
k3 & B A O EAT AR 228, [FRFIZ CSR & U T, i HEH T — kT O
FEHRH#LTHBD, HREENSEM LU/ UNDZHRNTETLT D REXR—Z2DFK
& U THBRE N,
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1. BEIEMmISLBER

LAUFI3ER(LE ' I & =7, JETRO. JICA N5 WaiZWizERE L7z
HDTH 5,

MOTTZ 7 OHBHEEEZTBAEHESTD T EDFEZE &I TWRH, 1990
AT ICEB R O R E THAL A BN FERE S 1172, CBU (Complete Built Unit:
%ﬁszi) AR I, TNELEDBITKBROPHENRAL TE < OBRE - 45

RN - LTz, Z0%, BFEOPEEBIILTO LB,

E AR
¢ dibE | RAIEEE | AR
2014 84,335 67,059 8,187 9,109
2015 96,996 77,473 8,540 10,983
2016 70,965 57,130 6,340 7,495
2017 84,788 73,921 5,400 5,467

2015 &2 E—27 & U TRITIZIRFMER L TWD, ZHUT 2017 4F O K EESE
MbH7z6 LEBUARILOFE, BXU2017 F2 AOEHEFR] LR 17% 05 14% -~
DOEETFICLZMITOELEDORAE (HOBAZNO— 2 2H 51720 D2 B
ANKRE W, WEED S SARITN T THEEIRGEIFSEEMEMICH 228, #HiafigeicidE
BEDIKUIEASIT720, 2017 FORIRGEEED 87% ik, Fre I - i
HINTNTN 6% TH D, FHEPRFEOT = 7IE 2017 FiTNT S 34%, hIFN
20%. AW 3% &, FHE - BMHENWTNHHRA = —OFEMLEBENKE N,

BBIFFET D 2016 FORIKFEHRENT. Pl#EN 28,0207 (55 8IH 76%).
HHEMN 7,500 B (5B RIH 68%. 7272 L MOENCO Hr72531322%) £72->THD,
NIZEDI 2 T7NKREN, TFAET EHKTHE5ZT DIES W, BIRFTEEED
HHHERBERERDBRKE N,

o7 OHBERARIIEME - EHAEICED ST, CBU VBB 25%. ¥ B
20%. fth5 T CKD (Complete Knock Down) MW T H 0% TH D, W 212 CBU &
CKD OFL#EZEIL 50% &75% (INE TId/2 < THEZ DT CBUL25 X 1.20 = 1.50 124t
L CKD1.00). 7835 IqEERL 16 % . @ A M8 2% . $kEBHFER 1.5%. MSS trade

' PEFALE I T PR #13 Ministry of Trade, Industry and Cooperative 2V IE XA FRD K 57208, £ < DAl
Ministry of Industrialization EMEATW S,
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BL20 74— 2T FThoHD$1I5 R EDHEBNH DM, ZNS5ITCBU &
CKD 255872 O THli#E O ITEE L s\, 7272 LRFERHE S CKD O — iz
DWTIERIOBEN D 5 2, FMIIfIEEZRI NN,

FRAR2018F 7T AL VK BORERHEOYMFLIZGE LT HENTBH
IN, FEEDS RN TNS, BARIITIE, FAA Y 2 HD 3000cc AL, FH
T4 —EIVHED 2500cc PA EOWRBIEZE 20% 05 30%1251E LI sz,

7 OEETREET. TFAET R0, EETRESOIEEICHE S, HY

BIZEoTWD ZENERL ENDMEIZHEDRNLD TH S,

TR Y 7 U A EEE (BAC) ITHBE L THBD, A N—0OHTHD TN
HEAZETH S, BANERS O LN, =7 THAL CRERZ Y =7 %
UHH IR ETHN T B 2 EHATREIC /R D, B EZ OB T TITERZED, B
LRIVTEBINTBSTRELESNT W, 2R URIEICAR > TEABENER T
WBTEZEWDIEMRND D, Lo 1E D EAC OFEIFE (Common External Tariff:
CET) IZDOW T, HEDOR D FY—713dH 508 HEITITRE SR 7‘;65@%%%;.%1,
TWb, £72 EAC TP HHERAZ D S HENHN 2 IRET 272912, 7 =70
Hul E725 THUT 8 4 (7 42 2) DHEEIHI (2L i W 3 A S 1}:) % 5T
M DIMEMMFINTND, TSI ZTIIIERITI I FEIC LN, ZZLEEOE
& R ET . — T =S ORFE, BHERMOERY A V)V EOMEN S, BRI
BETERNWEADEVWIFHDH 5,

TEREIC DWW T, FEIRFTEAEOE 20 TEBRENDENL THO, HiiEl
ERERN, F - HIOHREOKREBREENALGTH D, HR TR 7012013 E
£ D 110ce  125cc DEMFN ZBIAL T2 (E15~2 HH. 27 10%580).
YNNG 110cc V7 T AZMASETTWEINY 2V INE 1B FREE/NI W, 72T DINA
DERKEDIINA D H 7 —ELTHAINTED, E<ITHMATORANSNE
o,

2. EELdE

EXLETHHHEERZTOERR 24 L TW 5 Wabwile Simiyu K
(Assistant Director of Industries) DEEIILLTFDOEB D,

7 RHH CBU O S bR HITIERIRL, p6 I CBU O 2 b % il 3 R FHECKD D> 5 17 55T
DNTIRT T AR TH 5. “HHEICDNTIE, CBUIEERI25%. #iafild 1 RlcDE 175U >, CKD
VBB 10% . MIEBL 0% & 725, 7287 Z 7121 CBU & CKD ISk @Fiik D533 (SKD 72 &) 13720, E
77T NI ZIZDNTIE, o ZIVF Y EREHER W, ¥ 7)) F v EERER NSRS,

124



oY —— H B S

INETTrZ7 OHBHEBERISMAD TN TH ., e S NZBERN N> /2. D
BADOHDEBIEERP T, AT —V RN —EORGEME. TORMETRRS
NNTBERICNRT D TFETH D, BEETIIR < BEERE. 2018 4 10 HOREED
ILTWD, BURIZ. AT HRINY—DEZ%EH EITERL TWD, BARMIZIE.
7 HE¥E RS (KAM) YO R 7 MEERL. BUF GEX(LE S BE) 2
BUORBD EBEEFEOBLENT DAL THRET 5. FJHE - fFHEH - imI3E
BUR T2 <. ZOBERICABEZIANTND, D ZIZINS DBEEREZ —HIZE
TEREZBWTWS, KAMMNWERZ20E 1 > ZHIKRZZMN, Kenlnvest SME B3 (W
TERE) EBHEET D, A= —IF. WT Y EJEFHIC. MAN®, Volvo. Tata, #1[EH
MR EN DD, BFAHETIEIVW &7 a =BT TTWDN, FNIAYIFTEET
T ELTHRNY,

RABIRRIL. B 54 @ Budget Policy Statement Kenya 2018 225 H B HE /> & 4
>O—RTIUTON S, [HRIEHE LRI NDEDORBET LI EHH D, iU
BURPERITITE > TWARN,

HENEHBOR O £ HEEL CBU 2/ & CKD 203 2 &10h 5 °. TOEHICH
EhH(D CBU & CKD DOBASL - MBI 50% D&% DIF T 51374, BitgizEs
DENEREITIT 25% M5 15%NEEABIZRT 2B RGN TND, HADH
DIEHETH 5, EREWNMNIRROZOHIZ, Pl EGA OHEHH % 8 15 5
FEANEFETITF2REDH EAC TRINDDH D, TR Y DNLEEE - T,
BIE 6 S H OBIHFHEZ 30 BN 2800 IN TS, PEIOMHN EH
HRSRITIUIR S0, WD MFOIHFREIZ L D DT H LW, HIZNT ST
MO TN EF B H > 2% 90 FROHEFE - Bl THRL 7z WE R
LTWBMN, ML,

Bit R e 2 9 Iid, EEAMEBERN R AR TH 5. BEEIHEES (TVET) <
KETROTWEHDOD, BEZ—XERBZFr v T Nb 2, Bald EEMHILT
PHEIICEVNSTND, ENHE - - W) F 25 LACHEND S, FEERT
IZ National Industry Training Agency (NITA) 23 S #UsicH V., REICHBEL =485
T —H—ZIT HEEICHE D L TS, ZHUTEEMNSR T, HEEHEICHE S 72 H]

PVWOTRHT  NAR NI v s 2EEL TV,

YO Y THEEZERICHANL T TNS THITNT ¥ KVM, AVA D34 TH 5., b IF 13 AVA TEAEHAL
ZLTWAA, ZHUT TN IFDHINTL ) ERATINTNRN,

> CBUIISEREIIA TH DAY, CKDIZA =7 Tl BRSO > BB A E T % BUHIFRE R 2 554 A
TITOHDZEKRTHEITH D, Frz< WAITEMFEL TH %, HIE 175 HPEPNHET NS EMIC
REINTHD, INSZIMAL THA THEITIIEEENIC T I 20BN S N5, HE, AEHPE
O BEPLTIHEL ORI, 2O X M ZEILKT 2HEAMTONTNELD TH S,
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NG =VAN AN

EFEARITIES FdH V. HY (Simiyu X) 1& Engineering JHIZFTE L TW5, HE)
B M I13FA & £ R D George Makateto KD AL MWRW, ZAEHTO T D
N DT 502 RTH D, ETFEWRN, ULNSEEIEEDOIEN ICT. KA., Bk,
—EROEL L TWD, FIAZED TRIZZRWA, ETNS5 DRSNS BT
RATHEMTE S,

3. KAM

= 7 #ogE ¥ F 1 & (Kenya Association of Manufacturers: KAM) T 13,
Manufacturing Priority Agenda (34L& 3£ B KO BERIES - B E £ 04K
H) #HEY L TWS, UH—F v+ —00 Jackson Wambua [ & Simon Githuku [ & e
L7z,

KAM E L1244 D A N=n 522K R0EA 2 VHETH 5. 12 OB
&2 DO —EZFMANS 2D, ZNENITHYENRBEIN TS, HEIH
WIZE SIS - AT — ML CERO 4V TRy Y —iCahn b, HEE
BIEE A > N—=72F T 100 2 Ld 2 (HH A - BOEHRE I E O T) . KAM 34
Manufacturing Priority Agenda & WSt FZ2FEER L TW 5, BATRIL S DO Pillar,
32 @ Agenda. 92 @ Action /572 % ., Jackson FCHY4 D (B # /2 1HI3MER] 7 7 2 a >
ZHBE L2, IS ERICEKND T V2 a Thb,

HEN I EZYMEETH D, &E<ITHRmNTHN, T 4 —E D 20T S
B, BEZDDH %, BlHNIINT Y, AVA (R Ty 7 - NADZFEAERE) . KVM
(VW@%%ﬁﬂmﬁﬁéﬁFH&H&E@ﬁ%LTDEHCKAM@@%ﬁ%%%?

—lI 50 HRETH S,

7@@@(%51:4/7@@%@‘4/}‘ BLLFD 2D, 1, ¥ =72, EOy
D& S5 7xHENE RS (National Automotive Council) 23721y, WA WA MNITTIN
TSN SCEN RN, TNEDL B0, ok DEGED Agenda LED
B TH D, 210, RO — 3 > 2) (HEAHR) 78D 5 HlET )L OEL
MEE, ETINCIvy—2ORERHS T ZEICXKD, 7 I vt hidk sk

®  AVA, 13 Associated Vehicle Assemblers (s : > /NH) . KVM I3 Kenya Vehicle Manufacturers (L : 5 ¢
1) OB, 2017 412 AVA 73 Peugeot B2 RFEHINL T 2 & OWEN H > 2%, ERIITHONTH 5T, BifE
KVM HWVh 8D Peugeot &AL T T3 EDIERNH 5,

TOMRESICHEIC, b IS TS TR SHNLERET 20T, 7 B RICIZEHHNLE EAnEn
TR, KAM D 2018 FEDBUFADIREHEICH, NI O CKD AFERBICHT 2 BEENGEN TN S,
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WHBREBI S T 2 EMTES, £/2 CKD ITEDIAENSEMIT DOV TIE, 1993 4
DYUARTIRBIFIPHTELDOTILRTRETH 2, LY T I VigfbigEd,
W NI E L TR TWDA, BERL )L TR EERR N,

KAM 2VHEBVEBORICA > 7' M9 51213, Bl - BIRL - EBICBD 2 MEICD
WTIEI 58 O Budget Process DAEAE TIREL TW <, 32D 578 Wi
IZDOWTIE, EEMEZHRLICEE LS TS, KAM OEEIED Y > 5 /)8—
ME~ & > ¥ K (Director, State Department of Industrialization & Acting CEO of SEZ
Authority) Td %, (GRIPS 2 v > 3 > M A% L /= Engineering /&) Simiyu K13 %
MIBNEDZERE S [CPAREHETH D] WIHUTEL KAM 2IZCHET IR
MOERERDA Z2 7T 4 7T TBIFDO S F I EHLERE EFEEITW, BED
TR7 Ot AL HEHEBERORE R EITHMIICEID > TWa Z EIREICHT %,
REPEORERCEOREIEZRBTLH5DT, TZ7OER/NN—FF—2 v Th5
IFFETINFERIRERUIZ N,

A DR 0D FEBRRIUL, T EANSFESFICBEDLEEZ ML TH 5 W (HE
11 AB%E) . KAM N ENZ2 X LD THEHEZIIUDHM T L ICHEEZHET 2, 5t
N9 B EMER O (HEhH &S H%) 13 KAM N THERIICITS. £t v & —hlE
ERHNUE, 215 Note IZL TIRIT 5. 14 HMOTRTOBIFICELZHTDIF
Tld720, KAM @ 100 R—2 L Ricx 5 BEEZES - BT EAITRIL Q A).
Z D% Budget Process IZMHENT 1 HEA EDNTF TBUF LiFamd 5 (4 ARED, 20
7Ot A TiE KAM LR AT =V BRIV —TH %,

KAM OEFEI, BUFAWS SMEIET 2000, TREICHEDAEND Z &I
2% (6 AR). mEDFHEE T, B 9 HERREIN S, KAM ITFZES THHZ
RKOENDZEBDH D, WEHEIFIRT TV - =7 v & KD Big Four Agenda
(Universal Healthcare, Manufacturing, Affordable Housing, Food Security) @ 1 D7Z73,
TEAEDOBEICIIFRLZ DERMNES NI LbdH 5,

F 41X CKD %4 ¥72 L. SKD (Semi Knock Down) 2% ¥ O&EDt v h&EFE
LTS [ENTLNOMN], ZERICDWTIE, SKD & CKD OFEHIFEZ R0, —
DT T T4 V& 605 30 (T ONHETH 5.

EAC DR TIL, 7 Z 7 I3 HlnHlIR 2 8 4E0 5 54EICRIE FIT242%% 4 » H
ANCH L7, BESL Y BT UH o FRIRMNT 27255, DI AHEM o
BANBBEEDN D 5 72, WEIZRW, TN TH 2019 FFITIFARETE LI L 25T
2o
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4. bISTZTENISTZT - THTEI—

8 H21 HIZZBARRESTZARBICHENINDSE T, NIAY T Z T ORI (B3 -
R—=0T74 >0 LERER), BIOEHEEEY 71U H0a)Im 2K Gy BN
AP ) IChIF Ty, hIAZTZT - THT I — (TKA. 2014 EBINL D NPO).
BLUOREERZ AP TWE W e, BFIFINIAFTEDRAN—TDO—HAITH
0. R CHEMNIZRBUEE (BARA L), B, >y — BHHF Ty 75—
EAL =05,

<k3&5=7>

~ 3% Z7 (TKEN) {37e2 k23 1962 D RINL T, I & =7 ARIE 1999 4
RN SN =, HEEBIZ 5274 T, haY, Y~ HEOHGBZH > T, JA<
TALIR/R > 3 —)b— AT, AT OBEMOEROAZEZIT 72,

Land Cruiser 200 VX (A A#)

Land Cruiser Prado (New Prado 2019, HZA#4)

Land Cruiser 79 Double Cabin Pick-up (f413> 7=, HAKLD)
Land Cruiser 79 Single Cabin Pick-up (AVA #LTHINE, U7 7 U FSEICHIZEEE)
Hilux3 fE Q BRE /213 4 B, > > VNV ERIZY T IVF v ED)
Hilux (F 7 #4, Sai Raj #E233EL 726 D)

Fortuner (Hilux E[RIC7'Zw b7 4 —L4)

Rav 4 (1 - HA - 714 i)

Rush («f > RRI T H A\ E)

Hiace (HA®, MCI #E23 KR &2 — M EDIUF /)

Corolla (F§ 7 )

BERIIBOMRIMR (- BRED) 2702 27 M3%W, hIF 13 AVA tEOFEFEHL
N2 U T, 1997 X THO—F %, 2005 4E X T Hilux Z. 2006 4F & T Hiace &7
Z7 THPFEL TW/z, Land Cruiser 79 {2 D W T3 1977 £ K D BITE £ T 41 £/, B
HHHAL 250 TV 5, 7238 AVA fhid, BITE =252 D Simba tt O TITH 5,

a—I—LOEKEVICH D, PRMLE LTI N THs R¥ L7,
CBU. CKD (#HEHM TN HDHTH > TL 5. 100%#iA). SKD (HEDITS5L
TWRNHD) DIEENENN TN, T4 I8 TR16 A2 7 K T100H/H
DOEFERNEZN, BERFENZNOTI0OR/HUTFTEDZEZ o7, T THA
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VT TS HEFEIL Yamaha Crux 110ce, fliEFf T CBU TR L TW2, HEE)NA
VRN II ATz L D72 b DN, 170cc B EBNMNH 2D T, NA 7 Z 7> —IC
IZEE5DIEFOIMANLNDH S EV D, Yamaha Riding Academy TH D Fifd 2 -
TW5,

~I5 =7 D 2017 FFOHFEIRTEIIRE N H 1,485 A, FHIHE 612 A, 52,097 &
THh o7z, BE LD Toyotsu Auto Mart Kenya (2010 4E8137) TIZ I Z IR ST
TEEZHSTHD, 2017 FDOFED LIFIF 941 B, 7 =7 TIIEMITD 8 ~ 9 H %
T EE YD, Vitz, Corolla, Rav4, Harrier 72 E23% 0, HANS 3 [BIHHEMRFTD 6
~ 7 EQREOHF BN A I3, LS underinvoice DEFHWNWDHD T, HE
T ARVAVAVAYIN A QAN AN

<kIA45=7-THTFZ->

NI& =T - THTI— (TKA) 13, 2014 FANL OB TH S, HiakD 3
BHETTI 2R ENHD. MAYEEOMERZE R TAT, b3 - v</N\ - HEO
HERT A —F7—D L —Z 727 Z7IZB 5T, FUENS &Z T AN THE
LTWa, HTE, @1 > AT 75 —1d74. 55 David M. Kibera K (FI &7 =
THEMRIE 2Py —) KENLTHE o7, WIS 7 =7 O RENERE T
5130 T, FHM2EHK (college) THU, 4 TIEHEY 7 U A MO R E B O &%
ZHbDEND, by TV I AORBRICEKELIZAMTH %,

A a—212iF, O3F 7 =7 OENZEST 4+ — T —, BEI N —EAE
AT B BT EEIN,. BEOET 7 A ZIICHTGEROT THNT -
77 UAHEICBT S NIV EOREBREICHT 2HEFEINHZETS HD. @ Toyota
Kenya Foundation ®¥¢fl T CSRIE#I & LT, EN O LD HBEBEEE T (informal
mechanics) 1Z%F U TIEAIAS TIEFRS—E XD /) IUNDEZHZ5HO (4 2 [EF#E.
HER—R), @Q—MIANTiBEE U TR B (T —2 U T M =5 —J L —4F—,
NI L —2) 0 ) T R AF), REREOI—AZRETIH00 3FEND 5.
OOHEAMENRICIE Team21 EFFT 5, Jidh, KT —, 77X, b—EZ - 70O
ChET 4 ZAOREDH D, ENTN VEMO T O I L THS, NIV ZTEN
FHRT 4 — T —HIIHEHFO B E L TR T, tEOBE R L TIZE
BFCHIFZTT > T2, IRERIDNNDFHEZ ED < SWOBE T T 270 2k
T 6 nAZEICGEHZIRIBL TH S D, Hiiz2 28T —r > ay JITMA, —E
AR0N—Y DR ZDO— )L 7 L1 THZ Kaizen Dojo. WS DNDOHEE, UTv 7 A
TEDLT4—)—L. )NV OZ—, B EAR=ZFENRIT SN TN, 2012 41T 43
I—ATIE LD T FEFZ#HILE 493 4). 2017 ££1T1 164 I — A FERIZ#E I
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gF 1,818 44) EHEK L7z, QIFFMHDOMEANZEEIKL T6 n AIZ6 T 2—)b (% 1HERH)
ZIZIZEEITRELTHSS 7O I LTHO. FIT30 A%ITANDD, T4
NGNGB o @D — AT i P A HIRHE T, JICA 2V B D> Z 7RI > T«
TEREL, I—ADA EF B Lz,

BB =7 OEMHER (Toyota Tsusho East Africa) (&, HENHEREEH LIS OFEZE (B
- 0225 4w 7728). 100% BN L 7z CFAO tLO#EtD 7 7 hEEBITo
TWa, £75Z7 TlEEoEB0, WIS (v y), R2¥ (Zig) BN ZE
FoTWBMN, ZEIDI v 3 > TEHBLano 7z,

5. RhEFEE

DT 7 U HFENTEANRT, 7 27 OREEN— LB E > Thd, 21U,
12 RANEDEWER R A, BHE R 2 RUKAYICHIE - IET 2 KD 7R BHHE SN
MIEM-o7el & =7 NOMMBEMES R EITL 500 Li/an, SE2E, 28dn
5F 1 O EHNICAZEROMMIZIE TSP EMRNE <LATWD, T
NETHEMLIZEBD, 1990 FAH)D OEBEHEBIIC X 2 B HALTRHIH o = 7 #1385
ZRIEIZHE NS B, BEEMNCREEERE D RIEVATNZIEHDHETH S,
BHHER, 2N s 0RWERIIICH - 200 Lirsn, 2 v a2 id HRE¥EE
DGR JICA KB % 2T o5 b 5 BRI 3 2 2 #E3hR L7z, WIn b HIE
REHETH D,

<Megh Cushion Industries (MCI) 1>

MCI #1113 1976 FFICKEAEPETRIZE L. 1979 N5 GM » W S O Bl 2R
EREERIBEL 2, TO%, HE, FI Y. VW EHEEBEGIZiTo TWb, HIEE 3 1
RDOETH S, WE L 7= Technical Director @ Pavit S. Kenth i3, 1994 DI
FEE T OBCENH L - SERREOIRA ZIRE . HEVE O ENFNL N L 72 &
N7z ¥ 30 #hPAEd o T HEEF S 20 #EEREE IS D . MCI #E S BB /N & R f7x <
TNz, ZORMIFTI— R ED D EFITERAEREEZ L THBD (52 /7 trim kits) . £
DRI ® L7z,

E4E. 2013 ENSBEDO T TR ¥ O BEAFENBED, TO&RERS (& —
RAZ I« ISA TINLE) 2D 5 X DR > TEIRLZL D TH D, o FI34E
FE 2 T BRI D THRBEATK E W, BARIITIE, 2013 ~ 16 FITNITTHR NS5 E

¢ RHELEM & U T. Legal Note 363 35 U8 Legal Note 489 (Schedule 4) D2t #5217,

130



oY —— H B S

MiFE 221 72, 4 NOFEMENR TRADOELEZ ST, SRt - FEAEIEEE. &
Ve N —0—F 4 2URBREDRE - B - TORASEZTIZEWS, BIfE
4000m D 4 BEFET T &4 T 4 ZEHHLDDH O H LT - #EOEA L &
HIZEFERBEZE RIEMIER L DD d - 72, Pavit RIZFEEBCRREICHEbD > TH
0. i - ZERECRZE D < B EEILE S KAM OFE MWL E 5 Tz,
FERITHT A 22T TMIEL W, BEIHEBERIZI/Z L NICRFH EENWZN, £
NET7 LTI RETHRBETIIRVWEDI EE S, FEHET VT ICBIT5
Fex DEHENHEPESE - BEEXBOROMRICHLER > TWielEWeX 5K o7k, ¥
A A BRRTT - NN FLABREOHBEAEEEITHND 5 BORAFITEED XL S
BDOT, INEXRFI—JELTRETHZIENEZSNL D,

< Kenya Coach Industries (KCI) #+>

KCI #H 3G 3 DWW T SO CKD R¥ETH D, TP v —2 41T
IR Z AL EORT » 28UEL TS, fE¥ARIL. TEZHLIT300 /4 TH S,
1990 FLDNWT YT 4 —F— 8 tEDHDFHi % 1 £ & L T, Narain Singh Sokhi it
FROFEXNNT SN ZAOGEFEZRBL, VY ITHETHIRERELEEZS
IMFITIER U 720 SR =7 )N ATHIEIE Leland Bus £ DI IFM 5 IREEZE © 7248,
BEREDZBCTWT SOKS - RFME - A>T OEMEZ T E—IVL TEEEA
FTWo iz, MIEYOZE 572580 T3, 1994 4512 3000 /5 KSh (4E 50 ~ 60 &),
FE13 30 & KSh (4 600 &) ITH A /oo W T 4 —F—DIRARBELRD, F—5F—
A RETOMALEIZRBRDEREDEE D S > Tnd, BTERAKOREL, BT
BHEH O EEBH THRITPERICESIRNDT, NADEBNTENE B LT
HbH. BIFIZFPRICRZEORNEDIBERETLTBO., A7 —)INANELTENR
Vo BIZRF LRRN <D ENSEHH D, RITIIHEETETHMEZE > TN
5, BITEIZ N T v UMW AA 2 TNARIFZE A ETR W, Sokhi thEH. KAM 72 EZE L
THBHEBR Z BUFIZH T TS, FfED & S I AE O mITIT & A &Rk
INTVRNEDREZR LTz,

KCI #113 10 & KSh 2 T 2ha OEAHLEZHZ L. TNETHSIE> Tz
BERERE Liz. RELT DL a—)b— L FBBGEREA 7 4« A KT 4 — T35, ¥—
EAt & — BEHY, N—F 4 —AR—ARERRE L, IEWITLIR/FER T >
Too NES A THRAITHERL TOS HREEERRD, 1 2 FREEIZDOLDIC

S ONBED IR/ A TN, 2B, 3N S —O—F ¢ 2 J 4B — NEHEE 3o TH D, BT
FREFTRLTVRNNZLEAEDOTRIZIINSTHD, AETHTENTE,
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REBFEZRPIAT D ODEIRNIE S T,

6. BEYR— MER

IFFET TEBTEDN RE—IVT 4 2T BEOSEICT S0, (HEHEMN
HUL TN /M E L TWaE 7 =7 B3R AWHERT (KIBT)., EZ/4E
FEME - Bi% 25— (NPCC). 7 =7 FEREMEMFEA > A7 4 72— b (KIRDID
D3I HFrEiiflliz. ZNSRFIFZEAERMUSBFRICH %, MA T, HERHEM
(KenInvest) B3 L7z,

TZT7D3IDOEEFEEXEMEE TFAET LT E, B ZELZ
APETEI ESZR E WD ST HHE SO BFEESE OBWEE D I FAE
T e NAE A AT 4T a— K (EKD B, FE - AE - MRS S KITEIC
BWTHHL, A< &7 7 hRETIIMEOBR-ZFFS 720 ' EKLES %
FEBIG T2 T < AU —EXDBICO 1 B AREZ1T D130, MG ERH
(HSZHDHAEY) ISR E, EREBDESIREL> TS, LNLERNS,
EKLZHAKRE L TOHA BB {EL T, ZHUTKHL T, =7 D KIBT T
W ICA ZBICE D A B ETTRRE - UBz2EDRENEEY—EX%
DRI T 220 DOEKEBEN SN TWS Z &, HERICET 5. 2Hud, =F
FETMDEI TN RE—INT 4 DI XBEOSREFRE L THHEEDNS ", F/=,
KIRDI (3 TF A EY OFERA > AT 4 72— b (LIDIL, TIDI, MIDI %) % @5 L
TERESE - Hfi Z BRI S T 5, TFAETIZERMENAESFIIL Thizink
D7EM, [N TG A EADT > HIL T — a > RRRER - MES DY R —
REIEFRIIT>THBD, TFAETICES>THSEITR D EEDNS,

LIF, 2SO EZ RS,

<=7 ETCRAHHERR (Kenya Institute of Business Training: KIBT) >
7 ED R AWHERT (KIBT) 3BT OIS TH 2. 1 0 EAH
124, 74 =)V RICOABIE SN TS, 1965 FRAL 15, BHEET CYWII57#

O EKIIZ 2011 4E 11 T T34 4 FOSMHLE S L TR S0, 4H) 11 45 5 BIETIZ 100 4 28 2 DR
ERIEU Tz, BUEIZ S R caE3E, HOGIRR. NI - A M, BIE - 586, Y—E Ak ¥ —%&%t
RKELTND, 728, 20154E 10 H OBUFHE#ICEL D EKIIZA Y —E X - A\WEFEHTEE OR FABE
N7z,

IFFET TIEEBCRMGEZE U T JIICANA B3R (72— X3) EARFIANSHIBTED [BED
REZHMELZEDRZ - T4 ROy TAS K - H—E2@ELTO 7 b EHEEELRNS, DEOAF
AREEUEMIKIETENS RV T4 VX BERMTT2TETHD, Y =7 OKIBTOTY JO0—F
135EI28 5,
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BRT) LHFMIRFRE EHITEE LAY 1980 4£L D KIBT EFFL TV 5, Fxld
Catherine W. Waweru FT ERITH L OEADHM A S v 7 EHEik L7z, KIBT 13E4E.
A - FHMEEZFTHRELUTRE - &, X—7 74 > 7HOBHEZ P (R
3 HEEEE T 500KSh EWozmia—2), hw oty 7, aHir—a. U
P—FEDOIEBZFEL TWD, TS LA - FHIPZEMITOBHEIZNA JICA 1
20158 ALV MEXEAMER O 27 M 2L, HAREEEART JPC) F—
LEBUT, #ioichE -/ NEERTOE PR AY—ERX (BHE- a2 FI T — 3
V) RREFEOREN L E ZBT TH L, IS O s MEEL T, KIBT
& At D PE £ B AL & D EHEARHI ORER DD I L TS,

HARMNZIE, JICA TREEAMEBER 7O 27 M3/t oy hEEEL T, OF%E
P REEH GSHL), Q7 7 AT AER, QX —F T4 U - Rk 3 DD
ELT NI EZETH T O I LE2EHBLTNE (ZFAETOHAEIOET
T, @QOF72W) . EBEICIE, REOBMICL> T3IAHDI B2 DIESEH TS
ZEBHHD, POHFHAEARIT, BRELMHKRL TT— - AT T a— )Lk, EHH#
EHZTCHEFy 5, 7007 MIBIZSP 3FETH o720 1 FIER E7
D.2019F9 HRETTH D, TNETICA FHT IS AL ESIN, KIBT T4
T2HNZE SNz, WEDEZ AT OERFINRIIEZD, fFki3 D 71
ST AICHERERIIR S BN END, TOT & LTI, JICA FMF EFITL THA
7Z Master Trainer (MT) 7% KIBT T 9 A H L S 41, KIBT At D A5 v 7 HF D
T 18 &4 Trainer WH R S N7z 2, KEBDOE LT 4 — IV RO AH v 713 JICA %Y
KNS OEBEDIREZZ T THRWA, FERIIMT 2@ L THBNTAEL. 28
718 Trainer £72% T E. JICA TN/ THREIETE LDV DDOH I N,
Trainer D& & B D=0 D FHEIME TH S, THRITE. &, i ik £FNS
DT 4 —FEZBETHIERINDLTETH S,

<EREEM- 3PNt — (National Productivity and Competitiveness
Center: NPCC) >

Solomon Kuloba F&. Nelson Gaitho F&. Samuel Mulei FK® 3 £ STk L7z (2D S
B 2 413 JICA O KIBT 348 THRE % S 1F /= AMTdh > 72.) NPCC 1397 B&EH T
DEPEERRE T D %o HATE KIRDI QR Z{E D TW 5, B WHEZAY 2002 4,
2007 4E. 2015 4EICF#R S 41, State Department QI 25 TEHIK S 5 A0S 30 A

2 AR TIE. NPCC oM LRHETED A8 v 7N IICA HMEDIFEE 5 3 /-2 5 Th 5. 1535, KIBTIZFT
Eloma, AiC 124, ho>F4 (12) IK9%AOHEMEBEMNBD, JICA 7Oy 7 MV 1 FRES N/
ZET, ZEDMT OREHNZEHTE D EOMRNERS N,
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12780 1ze 1272 UAEPEME OBIGRER N WAL HERAN S ZZ T THREHT S A
MNT, TS %, JICAIE 201243 A~ 2014 4F 2 ARETIEEEM LT DD
27 8] & LU TNPCC ORIz & L., EFEMEN LD OM¥EBE - H—F
AR, EFENEM EIEBI O KFEZE OB ET o7z, M7 0y MIkbok
N BE LY 7 U B EREME 2 (Pan African Productivity Association: PAPA) D4
LT, METVIPC 705 KB ZE 2T T2 P, 60 i CTHHRT 5 N2 fiF T 57012, #i
HBERES THEEROIIMZZ T IE TS, {81 E LTI, JA#R (awareness) . 4B
TOEIF— UY—FD3DNH5D, b— A2k b &, AEROEENZRAT
BN 1%ITTEY, TN 2030 4 ETIT 60% 151 E LT,

BUEROEENEKET O F L (PIP) T, FEE 124 BB BITH UEEO
BT o T SHEDBHERL 20 #: T dd %, BUM D Ministries + Departments -
Agencies (MDAs) &E B I HE>THD, H’Fﬁiﬁ\é’%"@ AT REDEAE L/NA
Ow MYIZIRED TS, D0 KX, by ToH 4T MOU ##EN, 58RI
HIBW TR A B2 iz 5. HARIZT, 5S &2 1~ 2 # 51 U Tt
2EMZE, OBIZIX 1 #nAZEICHBALT6 s A~ 1 ENTTHREL T, £&
HEEEDOWHIIT. N EWHERT (Kenya School of Government) (227 T Director
LRIV EZRE A D I—ABBEINTWS, BIfE, EEETG RSB L OEEEBGR
BT DEENERITNTENTH D, SEPITERT 2 2 L2/l TnWD, I
MFEHTIUE, NPCC B Department 1272 D NI ENE B FETH S

<TZTEERRAFERA > RXAT 1«7 2 — bk (Kenya Industrial Research and
Development Institute: KIRDI) >
CEO @ David K. Rotich Tuigong X, %448 —E ZHRF D Nicodemus Mutinda .

B LWL E D Calvin Onyango & & H 2 U 7z, KIRDI {3 5% fE il R R R D 1914
FEICAIFE S N B 7% T d 5. Commonwealth Scientific Industrial Research
(CSIR) &EMERFEIRRDERIEIH—F FY . >V ZT . A B Py F—A T
U7REICHD6NENI, TORMULESEOY—EZAZANT, 1979 105
3 =7 DB EMRET S KIRDI E785 7z, BIIEASY v 7#1100 %4, A& 1 DD
FTA4AMFTAOEI, D 1 DDF T 4 AIMFALI, B DYTI1 AT 4
AMEHITRBEBINTND,

" METI/JPC D% B3 2018 4E4 A~ 20194E3 H & 725> TWnb, 728, JPCIZ TN S DI I D 2006 ~ 11
FEITBNTH, METIDZFEHEEE L TNPCC ORI AMERZEM L T3,

YONPCC QST RIEEND ZEDAY w hD—D &L T, ARHC KB REIHILT 1 > VDNTREE 725
HEEHL TV,

134



oY —— H B S

LRSI EMIIT., K, Ml e E)., TRIF— N1 F72E). b2 (A
e v o7 — - fbBEE) . BREE (BT, U — 8RR E) THO ., T DI
BEHPUY—FbiTo T, HAYMTAHOTHEE - B - BT E 134k
TRV, TOHREIIHARDONHAEIFIIFA U TH D, TRk LA, BFEIC
R UBRE - BIfH - BAFE - B E DY —E AR LS E2HMINT 2 (@iéed 0.
/NS EISD . F/NERBR DY KIRDI IR T —EADAE D, AGOE 0D

TRMEFH QRN SBETH 5, 4 500 tLOF HMBAFE 2 LB T 2 O HIE T,
1 EM O TaEEEK L, 3 5 A~ 1 E0T TR, %@?ﬁg_ Z ® Common
Manufacturing (GEFIFEFE L > & )V) 2RI L THERET 5 DOAMEE ORI TH 5. BE
MeZEEKELZD, EE%%%%%:?“?‘6&%&7}01&7’3'6%'(037‘&050 BB
WFPREITIA, WAOBHAFESIEHEDB L TNWE S, RF—icks 70y 7 MIA
- 213 KIRDI 5, & « ic#EIL R F—d b E/2%. HAIL ABE Initiative T 5 4F
FIC7 B R— L T<NZEDT &, RAFATICH S 6 BD S BHHREZE A
FLEDNFFNOET— AT F vy 7 AN A E—F YN — DR, F
BIARNTZNT YD 100% M0 ERA EFRFE. N1 A HADMEMEREZT>T
W7z ' ZDIFEA. Subcontracting Program EFRL T, N1 v — (GEBEZED) O
BT IAVICHT 2RENBIEEZESIT>THBO. flEL T, TIVETHOY T
Va—ADQFMEIERDE T Ea—L (pulp) ZITLT 2ERRADLER, N1
Y —DEFHETY — 7 R E RS L TV H/INMEANOFHN B E H T TN,

<T=T7HE (Kennvest) >

Kenlnvest 1 1983 FICHER#EL ¥ —E LU THE L. 2004 FITHERICEL - T
BIRAR L 12> e B BR LB TH D, TAINT R TP T M BRIV ED
HikzSEBITD< 6N A w7 654 (TEFIZ 90 44) . Promotion. Facilitation,
Aftercare. Research/policy @ 4 #1755 78 %, Promotion |& BT /5 &t (Big Four) 1T
R THREBBIEH 217 D, Facilitation [IHEROBER - T1 2 A - B[l %
T2 ANy T TS %, Aftercare (IHTHIZEM: - HERMEZ 6 » H T &I TH
RN S IUTHIRZ XRS5 (T DHRIZE 1 Bl UEF N D HRFICZ %) . Research/

>

iz %% L T < #1172 Onyango K13 R W TR > 2 ABREIEH LT, RA Y WFZEE & 4L [F TRRIND 7
OY 7 MIGELEGEBEEL TWD, ZOfl, #i5 L TWASHEEIE L TH 74 IDRC. AusAID. EU
EHIF TN,

KIRDI ® David K.R.Tuigong CEO |3, HEIH/3 8 TH KB A IEDIZWINHAE S O I FTRED & OFT 24
HolDT, FTWELKORNIZTZT - THTFI—THELEDLIBITENBINTNDIONDOERE
DT ENANNDTIFAR NN EFEH L7z, KIRDIZTKA O X B & Mi5Ed 5 ZENTZ D038 Tl
W,

=
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policy 131135 « 38 - BURICDWTOREZITI . BEIIEU T, FATS KAM 72
ELEBHIIT %, EAC/CET IZHB T 2 ZEMFHFHREIIHTHEEH 2D TRERT v
LoolEEDZEEoT, e, HEFKIL Kenlnvest DB LICHD Tt Thi = %
THZEHTELDT, IRTCOHERNEZT—FELTHETETWSEDIT TR
72, FEEE EFEO FDI & E SN E 25, BetRICEHWTIELWED Z &5 Tk,
Kenlnvest [JHADRA ST T30 574 A HEL THO, er LHERLELEASY v
7. Sheila Nyamweya IS EFTF D Aftercare H4 &5 2 & 725 7228, IREAZREN
5521372, FDI EENBEOY v F 2 7O TIE BEOHEE T V7 (E<I2¥
1) OFNCBELER S 72L D7D T, HETSEERZEEAM LTz,

7 M T 5E T d o 72 Japan Desk #1124 F DAL 720, BUERE W72 7278, Kenlnvest & U TRE%
FHOIIGZ LT TS HFEELINEL 5Nz,
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Appendix 1. Vehicle Tax Structure in Kenya

Description Customs duty Excise tax VAT Sur tax
Passenger car CBU 25% (1) 20% 16% -
2 | Passenger car CKD 0% (ii) 0% 16% -
3 S](;r[njmercml vehicle 25% (i) 20% 16% _
4 g;)(n];mermal vehicle 0% 0% 16% _
5 | Motorcycle CBU 25% Ksh10,000 /unit 16% -
6 | Motorcycle CKD 10% 0% 16% --

Notes: (i) 0% for ambulance; (ii) positive rates apply for designated 17 part items; (iii)
0% for agricultural use vehicles.

- In addition to above, there are import declaration fee (2%), railway development
levy (1.5%) and MSS Trade levy ($1.75/ton/20 feet). Automotive firms say these are
manageable and not too cumbersome.

- From July 2018, the excise tax on passenger car (gasoline) of 3000cc or greater and
passenger car (diesel) of 2500cc and greater has been raised from 20% to 30%.

- Pickup trucks (single cabin) are classified as commercial vehicles and pickup trucks

(double cabin) are classified as passenger cars.

East African Community (EAC) Tariff Regulations

- Intra-regional tariffs for CKD vehicles should be 0% but was not implemented on the
ground; there is a report that this has begun to be implemented recently.

- For Common External Tariffs (CET), there are benchmarks but each member country
actually levies different rates.

- EAC common vehicle age restriction is under discussion. Kenya proposes the
maximum permissible vehicle age for used car import to be reduced from 8 to 5 years;

but member countries may object.

Sources: Multiple industrial sources in Kenya, August 2018.
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Appendix 2. Vehicle Tax Structure in Ethiopia

Description Customs | - Excise VAT Sur tax
duty tax
1 | Cylinder capacity 1000-1300cc 35% 30% 15% 10%
2 | Cylinder capacity 1301-1800cc 35% 60% 15% 10%
3 | Cylinder capacity 1801-3000cc 35% 100% 15% 10%
4 | Cylinder capacity exceeding 3000cc 35% 100% 15% 10%
C- cabin and single cab — carrying o o
> capacity not exceeding 1500 kg 33% 0 15% 0
6 Public transport- seating capacity less 350, 0 15% 0
than to 15 passengers
7 Public transport- seating capacity 10% 0 15% 0
greater than or equal 15 passengers
8 | Truck 10% 0 15% 0
9 | SKD 50, Similar to 1 up to 8 depending
on cylinder and seat capacity
10| Duty Free vehicles Free of tax

- Ethiopia is a country with high tax rate.

- On high end vehicles like Land Cruiser VX, the tax when summed up reaches 256% of
CIF value of the vehicle, and on small passenger vehicles it reaches 132% of the CIF
value.

- For used cars, the tax rates are the same as the above table depending on their cylinder
capacity. But a maximum of 30% depreciation (10% for every year since manufacture)

is deducted from the CIF price to calculate to the duty paying value.

Local Assembly Tax advantage and local value added (LVA) rule

- The government rule is that SKD benefits 30% import tax reduction provided that LVA
is 30% or above.

- There is no clear official rule concerning LVA calculation. It is unclear whether LVA
is calculated on CIF basis or ex-assembly factory basis. Furthermore, the rule does not
mention what constitutes locally manufactured components or parts.

- The regulation is under review to make it more attractive to investors of the automotive

sector.

Sources: Multiple industrial sources in Ethiopia, August 2018.
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English Reports



Most of the records, documents and presentations used in the Ethiopia-Japan Industrial

Policy Dialogue are contained in the following website.
gdforum.sakura.ne.jp/en/index.htm

Electronic materials cited in this volume have also moved to the above website

(top page, left column).




Introduction

[Note: this is the translation of Japanese Introduction contained in Vol. III. This
should help English readers to understand the highlights of Industrial Policy
Dialogue Phase I11.]

Inresponseto the official request by Prime Minister Meles Zenawi in the summer
of 2008, the GRIPS Development Forum (GDF) and the Japan International
Cooperation Agency (JICA) have conducted industrial policy dialogue with the
Ethiopian government in the last fourteen-and-half years. Prime Minister Meles
was succeeded by Prime Minister Hailemariam Desalegn and then Prime Minister
Abiy Ahmed. During the time, many policy issues were discussed and many of
our proposals were actually implemented by the Ethiopian government, often with
JICA’s industrial cooperation projects. We conducted 38 official policy dialogue
sessions in Ethiopia and dispatched research teams to a total of 16 benchmark
countries in Asia and Africa. We are nearing the end of Phase III of the bilateral
industrial policy dialogue. By now, most of our dialogue partners in the Ethiopian
governments and Japanese participants have been transferred or retired, and very
few people have the recollection of our entire policy dialogue except the two of us
at GRIPS and Mr. Toru Homma, Senior Advisor of Private Sector Development
at JICA.

The previous publications—Records of Ethiopia-Japan Industrial Policy
Dialogue Vol. I & II (2016)—contained our policy activities and advice in
Ethiopia and policy research in third countries from 2008 to 2015. The two
current volumes cover our activities from 2016 to 2022. Although they come in
two volumes due to size consideration, they should properly be considered as one
report. Volume I & II correspond to the initial preparation period and Phase [ &
IT while Volume III & IV cover the interim period between Phase II & 111 as well
as Phase III. The bulk of the new two volumes are dedicated to the description of
our missions in Ethiopia and third countries in Japanese language while Volume
IV also carries the English editions of the four third country missions (whose
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contents are identical with the corresponding Japanese chapters).

As the former publications noted, information contained in our volumes was
originally internal documents to deliberate next-step strategies between GRIPS
and JICA. Such meetings were always held between our visits to Ethiopia. After
each meeting, the record was uploaded to our website for public review after
deleting parts containing sensitive information of either private businesses or
governments. In the same spirit, we make open these two additional volumes to
those who are interested in the concrete contents, achievements and challenges
of industrial policy dialogue, a type of development cooperation Japan often
mobilizes, in the context of Ethiopia. The reader should refer to Vol. I & II for
how this bilateral policy dialogue started and what were deliberated during Phase
[ & 11

In Phase III, we produced and launched in Addis Ababa two policy reports,
Ethiopia Productivity Report (2020) and Ethiopia FDI Policy Report (2022), by
joint research with the Policy Studies Institute, the Ethiopian government think
tank'. We also wrote two analytical English papers on the four prominent cases
of Japan’s policy dialogue with developing countries—Argentina, Vietnam,
Ethiopia and Thailand—which are compiled by the JICA Research Institute®.
Interested researchers should also consult these.

General readers may find our volumes a bit boring. But for those wanting
to understand the reality of policy dialogue for economic development, our
publications should be a useful source of information. Bilateral policy dialogue
is an endeavor that requires enormous time and energy. In the last fourteen-and-
half years, we were constantly engaged in communicating, planning, preparing,
contracting, budgeting, visiting, writing, surveying, and responding to inquiries
from the Ethiopian leaders and officials. This continued not only before, during
and after our visits to Ethiopia and third countries but also when we were in

! These two reports are downloadable from:
gdforum.sakura.ne.jp/en/pdf e20/ETProductivityreport 20200228.pdf,
and gdforum.sakura.ne.jp/en/pdf e22/Ethiopia FDI Policy Report printed.pdf.

2 1. Ohno, K. Amatsu & A. Hosono, eds. Policy Learning for Industrial Development and the
Role of Development Cooperation, Volume 1, JICA Ogata Sadako Research Institute for
Peace and Development (2022); and 1. Ohno, K. Jin, K. Amatsu & J. Mori, eds. Introducing
Foreign Models for Development: Japanese Experience and Cooperation in the Age of New
Technology, Springer (forthcoming).
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Japan. The documents, presentations, memos, minutes and e-mails we have
produced should also be very informative to the researchers of policy dialogue,
but they are so voluminous and sometimes sensitive so their publication does
not seem practical (however, some of the non-sensitive materials are uploaded
in our website for open access)’. But even without them, we are hoping that the
reader who goes through our published volumes will gain sufficient knowledge
and share similar excitement as we felt during our discussion sessions with the

Ethiopian government.

Developments and challenges of Phase lli

The policy dialogue began, in Phase I, by deepening our mutual understanding.
The Japanese side learned the objectives and structure of Ethiopian development
policy and the Ethiopian side studied kaizen and other policy methods in East
Asia. The discussion subsequently moved to the identification and analysis
of concrete urgent issues that Ethiopia faced, which were many. Specifically,
Phase II delved into export promotion with a focus on the creation of champion
products, industrial park management and investor support, handholding for
SME:s, attraction of Japanese FDI, and the opening of the JETRO office ardently
requested by Prime Minister Hailemariam. JICA introduced many cooperation
projects that realized proposed actions, and JETRO decided to open its office in
Addis Ababa. In Phase III, we turned to the analysis and advice on productivity
and FDI policy, automotive assembly, and attraction of specific Japanese
firms to Ethiopia. Besides these, we commented on the key policy documents
of the Ethiopian government throughout the period. The two consecutive five-
year development plans were discussed in Phase I and II and the Homegrown
Economic Reform Agenda and the ten-year development plan were deliberated in
Phase III. In each case, the topics were chosen flexibly and quickly a few months
ahead of the discussion in response to the changing circumstances and the interest
of the Ethiopian government. We did not set dialogue topics years in advance.

One noteworthy thing about Phase III was that industrial policy dialogue was
one component of JICA’s industrial cooperation package for Ethiopia along with

3 See GRIPS Development Forum website: gdforum.sakura.ne.jp/en/index.htm.
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kaizen, export promotion, investment promotion, industrial park management,
business development services, and startup support. Thus, JICA’s various
cooperation projects proceeded coherently and consistently with each other®.
JICA frequently organized real or online meetings among the Japanese leaders
of various industrial projects where current progress and problems were reported,
policy issues were identified which were often taken to the Ethiopian government
by the policy dialogue team. Such internal coordination was not entirely new but
became more active and systematic during Phase III. We believe this is an ideal
way of implementing bilateral cooperation with all components integrated and
complementary instead of each project being carried out in isolation and without
mutual interaction.

However, Phase 111 encountered many challenges as well. Regional and ethnic
tension gradually escalated in Ethiopia which led to the resignation of Prime
Minister Hailemariam. Prime Minister Abiy, the successor, promulgated national
unity but the situation worsened and ultimately ignited the Tigray conflict and
other political and military problems. The high growth of Ethiopia ended, and
the nation suffered the global COVID pandemic, locust damage, droughts, rising
inflation, balance-of-payments and debt crises, worsening foreign currency
shortage, and low operation or even stoppage of factories in many industries.
Even in this crisis, the Ethiopian government was actively targeting such long-
term positive policy goals as industrialization, productivity, FDI attraction and
technology transfer, which was laudable. Nevertheless, it should be admitted that
the pursuit of long-term sustained development is more difficult in terms of both
human and financial resources when the government must cope with immediate
crises at hand.

Prime Minister Abiy—unlike his two predecessors but in conformity with
the normal practice of top leaders—did not consult foreign scholars, investors
or ambassadors in designing economic strategies. Thus, our policy dialogue
team did not meet Prime Minister Abiy. He delegates economic policymaking

4 Officially, Industrial Policy Dialogue Phase III was one of the three components of JICA’s
Industrial Promotion Project with the other two being (i) investment promotion and industrial
park development, and (ii) export promotion (champion products and branding). In addition,
other ongoing JICA projects such as kaizen, BDS support and start-up support were included
when we discussed the entire industrial cooperation package for Ethiopia.
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to the Macroeconomic Team, a group of selected economic ministers and state
ministers and commissioners. Therefore, we conducted industrial policy dialogue
by meeting the members of this team frequently.

Instead of meeting the Prime Minister and his advisors at the Prime Minister’s
Office as in Phase I & 11, our main dialogue partners in Phase I1I were the minister,
state ministers and high officials of the Ministry of Industry (formerly, the Ministry
of Trade and Industry). We also met with the Ethiopian Investment Commission,
the Ministry of Finance, and the Ministry of Planning and Development (formerly
the Planning and Development Commission). The National Bank of Ethiopia, the
Development Bank of Ethiopia, the Ministry of Foreign Affairs, and certain high-
level advisors at the Prime Minister’s Office were also our dialogue partners.
For research, the Policy Studies Institute (established by merging two official
think tanks) became our important partner in producing two policy reports on
productivity and FDI, as noted above.

It is not unusual in any country to see changes in ministers and other high
officials, or even the ministry itself, as a result of a reshuffling of government or
cabinet. This was certainly the case in Ethiopia, but the speed and extent of change
have accelerated in the current Abiy administration. Changes in the government
structure continued even during the two years when we were unable to travel due
to the COVID pandemic. Institutional memory became very weak in Ethiopia.
Moreover, many new policy actions beyond the current government capacity
continue to be propagated. As a result, enormous time and energy must now be
expended to sustain existing projects or start new ones not only for government
officials but also for businesses and donors operating in Ethiopia.

Policy dialogue is normally requested when the nation is surrounded by
problems. Foreign advice is hardly needed if everything goes smoothly and good
ideas are quickly accepted and carried out. Therefore, we should not complain
about the Ethiopian government too busy with burning issues and unable to turn
to development with a long-term perspective and consistency. We should also not
expect quick visible results from our policy discussion. Nevertheless, we are a
little disappointed by the fact that the policy capacity of the Ethiopian government
has not shown clear progress in comparison with the summer of 2008 when we

began our policy dialogue.
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Some policy highlights of Phase lll

Among the issues discussed intensely during Phase III, five are selected for
brief explanation below in the hope that the reader will find it useful in reading

our mission reports.

1. Productivity research

PSI and GRIPS jointly produced the Ethiopia Productivity Report in 2020.
This was the first systematic research on Ethiopia’s labor productivity and total
factor productivity (TFP) using standard theories and empirical methods. The
production took the form of joint research between PSI and GRIPS instead of a
commissioned study because Ethiopian researchers should be the key drafters,
learners of policy research methodology, and providers of useful inputs to the
Ethiopian government (with guidance and support from the Japanese side). The
results of the report were cited by the Planning and Development Commission,
the drafter of the ten year development plan. Furthermore, at the invitation of
the World Bank and the U.S. Millennium Challenge Corporation, one of the
Ethiopian authors was dispatched to Washington DC to give workshops at these
organizations.

The Ethiopian labor productivity rose at an annual rate of 4.94% during
2000-2016, which is not low. However, labor productivity improvement in
recent years has been driven mainly by capital deepening (excessive investment
in infrastructure, machinery and buildings) rather than true improvement in
efficiency or labor skills. Inter-sectoral labor mobility is not active in Ethiopia,
and the detected modest movement is from agriculture to services rather than
to manufacturing. This suggests that Ethiopia is traveling from low income to a
middle income trap without a remarkable surge of manufacturing—a situation
often described as premature de-industrialization. Unlike East Asia’s high
performing economies, Ethiopia shows very little transformation of economic
structure from agriculture to manufacturing despite high growth and reasonable
productivity performance in the past.

2. FDI policy
PSI and GRIPS also jointly published the Ethiopia FDI Policy Report in
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2022. From around 2010, the flow of FDI into Ethiopia increased gradually to
peak at $4 billion in 2016, but subsequently declined and stagnated. This can
be explained, besides such non-economic causes as domestic political instability
and the global pandemic, by the weakness of Ethiopia’s development policy and
the lack of domestic private capacity. Our report recommended that FDI policy
should pursue not just large volume or employment but also target attraction
of high-quality FDI projects that contribute to domestic value creation and
technology transfer. For this, such measures as the easing of minimum capital
and preparation of industrial space suitable for small-scale investors are needed.
The report also advised to draft a policy document to clearly define goals,
support policies and public-private collaboration instead of documents mainly
for enterprise control and regulation. Such a document should contain policies for
(1) the capacity building of domestic enterprises and workers, (ii) selective FDI
attraction, and (iii) linkage formation between FDI and local enterprises. It is also
stressed that technology transfer did not occur automatically but required certain
domestic conditions on the receiving side. The report additionally discussed the
issues of product quality, the protection of workers’ rights and environment, how
to cope with the advancement of information technology, and the way to restore

investors’ confidence after the current economic crisis.

3. Industrial parks

The Ethiopian government has built many industrial parks, including the flagship
Hawassa Industrial Park, as the main pillar of industrial policy, but their operation
requires many improvements. Industrial park management is a customer-oriented
property business that must be backed by long-term profitability and the selective
offering of cost-effective facilities and services. Through the Ethiopia FDI Policy
Report, the FDI Policy Paper®, and a series of policy notes, the policy dialogue
team offered the following six recommendations: (i) secure multiple income
sources by offering fee-based high-quality infrastructure services and support for
management, accounting and taxes, environment, labor, IT and linkage; (ii) offer

facilities and services selectively based on cost-benefit analyses balancing the

5 GRIPS Development Forum, FDI Policy for Enhanced Value Creation in Ethiopia: Situation
Analysis and Policy Proposals, October 2021.
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needs of tenant firms and the financial prospect of the industrial park; (iii) one stop
investor services should be provided functionally (not physically) by creating a
mechanism to respond quickly to any reported troubles rather than manning many
desks with seconded officials; (iv) the construction, expansion and financing of
industrial parks should proceed with utmost care because negative shocks arising
from global business cycles, political instability, terrorism, pandemics, etc. are
inevitable. Also prepare contingency plans against these events; (v) at Ethiopia’s
current stage, there is no need to specify sectors for each industrial park; accept
all investors and let them decide their preferred locations; and (vi) prepare smaller
and more flexible industrial space for high-tech firms from Japan, EU, US, etc.
besides large standardized sheds.

4. Automotive assembly

Prime Minister Hailemariam instructed MOTI and EIC to attract automotive
assembly FDI, especially from Japan. Prime Minister Abiy also expressed interest
in the automotive sector more than once. Considering the popularity of Japanese
brand vehicles in Ethiopia and the fact that the attraction of automotive assembly
offers a good opportunity for policy learning, we have conducted research and
provided advice on this sector since Phase II. We visited Kenya and Myanmar as
two benchmark countries with similar automotive development stages, drafted a
series of policy memos, made presentations at MOTI and MOI, and exchanged
information regularly with Germany (Volkswagen and GIZ) which also voiced
interest.

Our proposals are as follows: (i) Ethiopia should introduce policies appropriate
for its very early stage of automotive development; (ii) policy must begin with
the restriction of used car imports (already done); (iii) proper definitions of
CBU, SKD and CKD are necessary; (iv) provide clear and simple incentives
in appropriate amounts to domestic assembly (Kenya offers a good example);
(v) as volume is critically important, limit entry to a few firms and announce
preferred models; (vi) create future demand scenarios even though the current
demand is small; (vii) concentrate now on the attraction of assembly firms
and their successful expansion, and shift the focus to domestic value creation
(“supporting industries”) when the market size reaches a threshold; and (viii)
problems identified by Japanese automakers are foreign currency shortage, used
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cars (already dealt with), improper incentives for assembly, and small demand.
It must however be admitted that the speed of Ethiopia’s learning in this sector
is not fast; we had to repeat the same argument each time ministers and officials
in charge were replaced. Among Japanese makers, Isuzu has already started truck
assembly in Ethiopia in collaboration with Kaki, a local firm, but production
remains tiny due to the shortage of foreign currency and imported components.

5. Apparel

During the period when foreign travel was difficult due to the COVID pandemic,
we conducted an international comparison study of apparel by commissioning
surveys to think tanks in Ethiopia, Vietnam and Bangladesh. The latter two
countries are the largest apparel exporters after China, and their achievements
and challenges are informative to Ethiopia as a late comer. For example, the two
leading countries have already attained the domestic value ratio of about 60%,
far above Ethiopia. Ethiopia’s wage is low but this alone cannot make Ethiopia
competitive due to problems in skills, foreign currency, power supply, logistics,
business climate, etc. Vietnam has an extensive FTA network with major export
markets, and Bangladesh boasts two effective apparel industry associations but
Ethiopia possesses neither advantage.

Two Japanese firms—Itochu Corporation and Stripe International—planned
to improve the capacity of a few selected apparel firms operating in Ethiopia to
attain the materials, quality and on-time delivery for regular export to Japan. The
policy dialogue team provided policy information, introduced relevant officials,
organized an apparel seminar at MOTI, and monitored progress. The Japanese
Ministry of Economy, Trade and Industry (METI) also supported this private
project. We believe the best opportunity for policy learning is given when the
government makes effort to realize a concrete business plan of a foreign firm
whether it is apparel or automotive assembly. Unfortunately, this particular
project was suspended due to the eruption of military conflict in Tigray, its test
location. Were it not for this Force Majeure, the project may well have become an
excellent case of public-private cooperation involving both Ethiopia and Japan.

March 2023
GRIPS Development Forum
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Table 1. Interaction with the Prime Minister

Date Letter or Meeting Content
Mar. 3, 2017 | Letter to Reporting the results of first industrial policy dialogue
PM Hailemariam session including HLF, Kilinto Industrial Park,
(9 pages) Hawassa model vs. Japanese industrial parks, QPC
programs, HH, JETRO, etc.
Aug. 25, 2017 Letter to Reporting the results of first follow-up mission
PM Hailemariam including city-wide kaizen, productivity research,
(4 pages) the mindset problem, industrial parks and Japanese
enterprise area, metal and engineering HH support,
JETRO model, etc.
Nov. 8, 2017 | Meeting with PM Joint research, EDRI, kaizen, mindset problem, metal
Hailemariam and engineering HH support, JETRO model, etc.
(over 1 hour)
May 2, 2018 | Letter to former Expressing gratitude for past cooperation in policy
PM Hailemariam dialogue, reporting the results of metal and
(3 pages) engineering HH support, productivity joint research
with PSRC, attraction of Japanese FDI, industrial
parks, the book project with Dr. Arkebe
May 2, 2018 | Letter to PM Abiy | Congratulatory remark on the assumption of
(7 pages) premiership, explanation of past industrial policy
dialogue and Japan’s past and future cooperation
Table 2. Policy Events: High Level Forums
Presentations by . o
Japan or third country Presentations by Ethiopia
First HLF « “Japan’s Contribution to * “Anti-Export Bias and Effectiveness of
(Feb. 2017, GTP2 for Industrialization Export Incentives in the Ethiopian
Addis Ababa) | with Quality” (Izumi Ohno/ Manufacturing” (Mulu Gebreeyesus/EDRI)
GRIPS & Keiji Katai/JICA) | « “Ethiopian Youth Development and
* “Income Equalization vs. Growth Strategy” (Matiyas Assefa/Ministry
Polarization” (Kenichi of Youth and Sport)
Ohno/GRIPS)  “Empirical Analysis of Effect on Job
Search Assistance in Urban Africa” (Girum
Abebe/EDRI)
Second HLF | « “Productivity Enhancing * “Productivity Determinants in the Textile
(Nov. 2017, Measures in Sri Lanka and & Garment Industry in Ethiopia” (Tsegaye
Addis Ababa) | Ethiopia” (Kenichi Ohno/ Gebrekidan/EDRI)

GRIPS)

* “Economic Performance
and Labor Productivity in
Vietnam: Data Analysis and
Policy Recommendation”
(Nguyen Duc Thanh/VEPR)

“Productivity Earnings in the Metalworking
Sector in Ethiopia” (Girum Abebe/EDRI)
“Literature Review of Wage-Labor
Productivity Nexus in Ethiopia”
(Kidanemariam Berhe Hailu/PSRC)
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Table 3. Policy Events: Development Policy Forums

Topic and participants

Presentations by PSI and GRIPS

First DPF Ethiopia Productivity Report « “Introduction of Project” (Kenichi
(Feb. 2019, (Interim Discussion) Ohno/GRIPS)
Addis Ababa) |  Participants: PDC, MOT], * “Introduction, Concepts and
IPDC, EIC, TIDI, MIDI, LIDI, Importance of Productivity, Ethiopia’s
EKI, ECCSA, AACCSA, etc. Productivity in International
plus Japanese participants Comparison (Macro Level)”
(incl. Ambassador Matsunaga) | (Kidanemariam Berhe Hailu/PSI)
« “Preliminary Analysis of Firm and
Worker Survey (Manufacturing Level)”
(Mulu Gebreeyesus/PSI)
Second DPF | Ethiopia Productivity Report * “Policy Measures to Enhance
(Aug. 2019, (Final Validation Discussions) Productivity” (Kenichi Ohno/GRIPS)
Addis Ababa) | ¢ Participants: PDC, MOTI, « “Labor Productivity Data Analysis”
IPDC, EIC, LIDI, MIDI, EKI, (Kidanemariam Berhe Hailu/PSI)
& donors (World Bank, ILO, « “Summary of Field Survey on Apparel
UNIDO, USAID, UNPD, Industry” (Mulu Gebreeyesus/PSI)
SIDA, etc.) plus Japanese
participants (incl. Ambassador
Matsunaga)
Third DPF Ethiopia Productivity Report * Introducing the Major Contents of the
(Feb. 2020, (Launch Workshop) Report (Kenichi Ohno/GRIPS)
Addis Ababa) | Participants: PDC, MOT], « Selected Highlights of Chapters 3 & 4
IPDC, EIC, TIDI, MIDI, LIDI, (Kidanemariam Berhe Hailu/PSI)
EKI, FeSMIDA, EEA, House « Selected Highlights of Chapter 5 and
of Peoples Representatives, policy measures (Mulu Gebreeyesus/
World Bank plus Japanese PSI)
participants (incl. Ambassador
Matsunaga), and media
Fourth DPF FDI Policy Report t (Launch Presentation of Report (by GRIPS, PSI,
(Jan. 2022, Webinar) JICA)
online) « Participants: EIC, MOF, EKI, « “Ethiopia FDI Policy Report

UNIDO, World Bank, UNDP,
C4ED Ethiopia, Japanese
participants incl. Ambassador
Ito, and media

2022: Main Findings and
Recommendations” (Kenichi Ohno/
GRIPS)

« “Dynamics of FDI in Ethiopia: Bridging
the Balance of Payments Gap”
and “Enhancing the Role of FDI in
Technology and Knowledge Transfer”
(Kiflu Gedefe Molla/PSl)

* “Pursuit of Product Quality and
Ethical Correctness in Developing the
Garment Industry”(Izumi Ohno and
Sayoko Uesu/GRIPS)

« “Ethiopia in the Industry 4.0 and Post-
Pandemic Age” (Toru Homma/JICA)

* Q&A, discussion
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Topic and participants

Presentations by PSI| and GRIPS

Fifth DPF
(Dec. 2022,
Addis Ababa)

Policy Workshop: Policy Trade-
offs and Inconsistencies: Why
Ethiopian Manufacturing Fails to
Grow Fast?
« Participants: MOI, MOF, EIC,
MPD,
« MIDI, KEC, NBE, DBE,
World Bank, IMF, donors,
researchers, private sector,
and media

» Keynote speech: MOI State Minister
Hassen Mohammed Moalin

* “Policy Inconsistencies in Ethiopian
Manufacturing Industry Growth”
(Amare Matebu/PSI)

* “Resolving Policy Trade-offs
and Inconsistencies: Ethiopia’s
Mechanisms and Asian Experiences”
(Kenichi Ohno/GRIPS)

* Q&A, discussion

Table 4. Policy Events: the Ministry of Industry and the Ethiopian
Investment Commission

Topic and participants

Content

First MOI QPC Study Meeting (follow-up « Evaluating three productivity tools
(Aug. 2017, of first HLF and preparation for (kaizen, benchmarking, twinning) (IPE
Addis Ababa) | second HLF) Global: consultant firm)
« Invited officials: MOI, PSRC, * Productivity literature review (PSRC)
etc.
Second MOI | Seminar on the Textile * Production trends of textile and
(Aug. 2018, and Garment Industry, in garment industry, the perception
Addis Ababa) | collaboration with Itochu (co- of global buyer, competitiveness
organized by MOI, JICA, GRIPS, | of Asian countries and Ethiopia, 8
UNIDO) essential KPIs for global market
« Participants: TIDI, Ethiopian
Textile and Garment
Manufacturers Organization,
EKI
Third MOTI First Automotive Seminar * “The Potential and Issues in
(Feb. 2019, (co-organized by MOTI, JICA, Japanese Automotive Assembly in
Addis Ababa) | GRIPS, UNIDO) Ethiopia: A Study based on Producer

« Participants: MOTI, EIC, MIDI
and other related ministries
and organizations, private
automotive firms, Japanese
and German participants

Interviews, Kenya Mission and
International Data Comparison”
(Kenichi Ohno/GRIPS)

* Discussion chaired by MOI State
Minister Johannes Dinkayehu
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Topic and participants

Presentations by PSl and GRIPS

Fourth MOTI | Second Automotive Seminar * “The Evolution and Current Status of
(Feb. 2020, (co-organized by MOTI, JICA, Myanmar’s Automotive Industry” (Toru
Addis Ababa) | GRIPS, UNIDO) Homma/JICA)
* Participants: MOTI, EIC, MIDI | « “Key Findings in Myanmar’s
and other related ministries Automotive Policy and Lessons for
and organizations, private Ethiopia” (Kenichi Ohno/GRIPS)
automotive firms, Japanese « Discussion chaired by MOI State
and German participants Minister Teka Gebreyesus
Fifth MOI Third Automotive Seminar « “Ethiopian Automotive Policy in the
(Sep. 2022, (co-organized by MOI, JICA, African Automotive Market” (Kenichi
Addis Ababa) | GDF) Ohno/GRIPS)
* Participants: MOI, MIDI, EIC « “Global and African Automotive
and other related organizations,| Industry: Emerging Trends and
private automotive firms Strategies” (Toru Homma/JICA)
« Discussion chaired by Mr. Asfaw
Abebe /MIDI
Sixth MOI The FDI-local firm linkage « “FDI-Local Firm Linkage
(Dec. 2022, Workshop (co-organized by Development: East Asian Experiences
Addis Ababa) | MOI, JICA and GDF) and Suggestions for Ethiopia”
« Invited officials: MOI, MIDI, (Kenichi Ohno/GRIPS)
UNIDO, JICA « “Business Linkage Promotion
between Domestic Enterprises and
FDI Firms: JICA's Approach” (Toru
Homma/JICA)
« Discussion chaired by MIDI Director
Milkessa
Seventh MOl | Knowledge sharing seminar on | « “Ethiopia-Japan Industrial Policy
(New MIDI) Industrial Policy Dialogue Dialogue under JICA's Industrial
(Dec. 2022, * Participants: MIDI and related Promotion Project” (Izumi Ohno/
Addis Ababa) | centers GRIPS)
EIC Seminar | Presentation of FDI Report « Presentation of FDI Report (Kenichi
(Apr. 2022, « Participants: about 50 Ohno/GRIPS)
Addis Ababa) | EIC officials including » Presentation of chapter 8: Impact

Commissioner Mme Lelise,
Deputy Commissioners Mr.
Temesgen and Mr. Daniel

of COVID-19, Industry 4.0 (Toru
Homma/JICA)
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Table 5. Policy Events: Knowledge Sharing Forums

First KSF « “Productivity Enhancing Measures in Ethiopia and Sri Lanka: A Bilateral

(Nov. 2017) Comparison” (Kenichi Ohno/GRIPS)

« “Labor Productivity in Vietham: Data Analysis and Policy
Recommendations” (Nguyen Duc Thanh/VEPR)

* “Wage-Labor Productivity Nexus on the Ethiopian Manufacturing”
(Kidanemariam Berhe Hailu/PSRC)

Second KSF | « “Development Policy Think Tanks: Selected Case Studies from Asia”
(Aug. 2018) (Kenichi Ohno/GRIPS)
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Table 6. Third Country Visits and Invitation to Japan

Country

Period

Purposes

Sri Lanka

Oct. 2017

(i) Overseas activity of Sri Lankan apparel incl. in

Ethiopia, (ii) observance of labor and environmental

codes of conduct, (iii) features of Sri Lankan economy and

developmental policy

= Findings were reported at second HLF and used in FDI
Policy Report.

Japan (Tokyo,
Saitama,
Tochigi, Osaka,
Hyogo)

Jun. 2018

(i) Japanese SME policy and visits to related organizations

(SMRJ, one business support center, 2 technical support

centers), (ii) factory visits (7 factories in metal and

engineering), (iii) discussion with Japanese firms on the

possibility of doing business in Ethiopia (2 firms)

=> By inviting MIDI director general and 3 staff members,
plus one Ethiopian researcher, understanding on
Japanese metal and engineering industries was
deepened and knowledge base for activities in this field
in Ethiopia was promoted.

Kenya

Aug. 2018

(i) Research on automotive market and policy, (ii) survey

on Japanese assemblers and local component suppliers,

(iii) industrial policy (enterprise support, industrial human

resource, etc.)

= Results were shared at first Automotive Seminar and
meetings with various ministries.

Djibouti

Feb. 2019

(i) Information gathering on Ethiopia-Djibouti logistic

corridor and Djibouti ports, (ii) study of the Djibouti

economy and industrial policy, (iii) lecture at the Ministry of

Foreign Affairs Academy

=> Deepened the knowledge on Ethiopia-Djibouti
economic ties and facilitated further discussion in
Ethiopia.

Myanmar

Nov. 2019

(i) Automotive policy including the situation of Japanese

automotive makers, (ii) industrial policy development

(Thilawa SEZ), (iii) research on apparel industry

=> Collected information was shared at second
Automotive Seminar and meetings with various
ministries and also used for FDI Policy Report.
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South Africa — Automotive Industry Research

South Africa

— Automotive Industry Research

<Working days> April 25-29, 2016
<Places visited> Pretoria & Johannesburg, Durban, Cape Town
<Visitor> Kenichi Ohno (GRIPS Development Forum)
<Accompanied by>
Keiji Ishigame, Shigeko Inaba (JICA South Africa, all meetings); Naoki [zumi,
Chihiro Kiyonaga (Japanese Embassy South Africa, Pretoria only); Yasushi
Naito (Counsellor and Consul, Cape Town only)

The mission would like to also thank Ambassador Shigeyuki Hiroki, Counsellor
Isamu Yamaguchi, and other members of the Japanese Embassy and JICA in
South Aftrica for their hospitality and cooperation.

1. Objective and Summary

South Africa under the current Zuma Administration seems unable to execute
industrial policy—especially automotive policy—effectively to solve existing
problems and plan for future development. This appears to be a combined result
of the lack of quality leadership, limited policy knowledge and capacity, and
conflict of interests among some of the foreign car makers. Moreover, South
Africa has neither labor advantage nor rapidly expanding demand for automotive
production which are necessary for the robust growth of the industry. While
recognizing the past achievement of emerging as a medium-sized automotive
producer country by attracting a number of multi-national producers, future
prosperity or even survival of the automotive sector looks uncertain under fierce
global competition. The difficulty is not insurmountable, but a breakthrough will
require a fundamental policy reform accompanied by a strong commitment of
national leaders, relatively high-quality industrial policy, and close cooperation
with stakeholders. Does South Africa have the political will and administrative

capacity to initiate such a policy reform? And is Japan—both the government and
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the private sector—willing and able to support South Africa’s effort to upgrade
its automotive industry? These are the central questions addressed by this policy
research mission.

There was a request from Mr. Ishigame (JICA South Africa) for us to speak
at seminars in South Africa. We replied that we were not really interested in just
giving seminars but we would be more willing to visit the country if the purpose
was to investigate the above issue, examine the current status of organizations and
firms concerned, and propose policy actions. To prepare this mission, we received
useful materials from the Japanese Embassy and JICA South Africa, discussed
with Mr. Igari (METI) and Ms. Hotta (JETRO) in Tokyo, and organized a TV
conference with the Japanese Embassy (Mr. Izumi and Mr. Kadowaki) and JICA
South Africa in advance. The mission spent only five working days in South
Africa, one of which was a national holiday, and visited three locations in the
country, which did not permit us to do full policy research. However, we were
more or less able to achieve the main objective mentioned above. We would like
to thank the Japanese Embassy, the Office of Consul of Japan, and JICA South
Africa for arranging a mission in line with our requests.

To sum up the conclusion of the mission, we believe it is both appropriate
and timely for Japan to start necessary actions in cooperation with the South
African government to map out a new development strategy for the South
African automotive industry despite the fact that the industry is likely to face
great difficulty in the absence of serious policy reform and that there is a chance
that policy reform may fail. Instead of sitting on the fence, Japanese private firms
and government should step forward to positively form such policy coalition with
carefully chosen South African partners.

Politically, President Zuma now appears to be weakened over a past corruption
case. Looking a few years ahead, a government more proactive to industrial
policy may emerge. This is a time for preparing future policy actions and
informing and working with future leaders. The mission was unable to meet DTI
Minister Rob Davies but exchanged views with key persons in charge of the
automotive policy at DTI. They were in principle willing and ready to renovate
policy in line with Japanese ideas but wanted JICA’s cooperation to fill the gap
in local policy capability. DTI should be more than happy to work with us if we
responded positively. At Toyota, the leading Japanese car maker in South Africa,
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we requested the management to consider working with DTI to produce future
scenarios and numbers that could convince politicians to support our proposed
policy reform.

The Japanese Embassy and JICA South Africa are willing to cooperate in the
automotive sector, and a number of Japanese cooperation projects are already
in place'. What Japan needs to do in the future, in addition to these projects, is
initiation of action, leadership and coordination in automotive policy design in
close cooperation with DTI. For this purpose, active involvement of the Ministry
of Economy, Trade and Industry (METI) and the Ministry of Foreign Affairs
(MoFA) in Tokyo are also essential and the use of the TICAD VI framework is
highly desirable. It will be ideal if we can elevate this bilateral cooperation that
strengthens one priority industry in the target country as one of the models of
Japanese industrial cooperation in Africa.

2. Pretoria workshops

On the first day of the mission (April 25), a two-part industrial policy workshop
was co-sponsored by the Japanese Embassy, JICA, DTI and TIPS. The attendees
initially counted about 40 but declined toward the late afternoon. Participants
came from the co-sponsoring organizations as well as from the National Treasury,
universities and JETRO. Kenichi Ohno was the speaker in both sessions. The
morning session reported international comparison of industrial policy quality
and the numerical evaluation of each government, while the afternoon session
discussed automotive policy components that might be introduced in South Africa
with particular references to Thailand and Malaysia. These topics were chosen as
opening issues appropriate for this mission, as well as for sounding reactions and

interests of participants whom we had never met.

' In FY2014, a visit to Thailand (HIDA), a training course (HIDA), a visit by Japanese
component suppliers (JETRO), and a survey on the current status of the supporting industries
were arranged. In FY2015, industrial policy workshops (JICA, ongoing), a survey on
automotive policy design cooperation (METI), technology and kaizen support for AIDC
suppliers (JICA, ongoing), and PSA promotion and 5S for supporting industry firms (Japan
Productivity Center, ongoing) were conducted. In FY2016, expert dispatch, support for
local component suppliers, attraction of Japanese component suppliers, and strengthening
industrial human resource will be continued or newly introduced.

181



Among the participants, it was clear that Mr. Ritchken was the key person in
South African automotive policy formulation. He was well informed of Ohno’s
works and ideas and offered many comments. There was also discussion with him
during the coffee break and he additionally invited the mission team to a BBQ
lunch two days later. We also talked with Mr. Renae (Automotive Division, DTI).
Unfortunately Mr. Strachen was unable to come to the workshop due to sudden
illness. We also understood that the National Treasury was seriously engaged in

policy discussion in addition to customary budget works.

3. The automotive policy

Challenges faced by the automotive sector of South Africa were already fairly
evident from the materials and information received prior to the mission. Actual
visits made them even more clear and concrete. We were also informed of the
policy intention of DTI and other related organizations.

The current status of the South African automotive industry is explained in
detail in the reports of JETRO, JICA, JCIF and the GENDAI Advanced Studies
Research Organization. Even though South Africa’s traditional value creation was
from the extractive and service sectors, the automotive industry, which occupies
about 7% of GDP and about 12% of export, is a particularly important sector
within manufacturing. As the share of mining rapidly declines, manufacturing in
general and the automotive sector in particular should be regarded as critically
important industries for job creation and diversification of economic structure.
Nevertheless, in recent years the growth of manufacturing, including automotive,
has been slow, and even negative in some years, due to the slow growth of
GDP and stagnant international commodity markets. The annual production
of automotive vehicles remains around 600,000 of which roughly half is sold
domestically and the rest is exported. Passenger car export is concentrated in the
US, EU and Japanese markets while commercial vehicle export is mostly directed
to Southern African markets. There are more than 20 foreign car companies of
which only seven have production facilities in South Africa (Toyota, VW, Ford,
GM, Nissan, BMW and Mercedes-Benz). The rest are imported CBUs.

The structural causes of the modest performance of the South African
automotive industry include the small and stagnant domestic demand and the
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loss of labor advantages (as exemplified by low productivity, high wages, labor
disputes, and BEE policy?). At the per capita income of $6,800 (World Bank, 2014
data), South Africa belongs to the upper-middle income group that should have a
vibrant automotive demand. However, the income gap is a very serious problem
in South Africa, with the unemployment rate of 25% and the Gini coefficient
of 0.65. The population is divided into rich whites and poor blacks—with the
result that dynamic motorization is unlikely to occur in South Africa any time
soon. This is in sharp contrast to Southeast Asian nations where strong consumer
demand is generated by the expanding middle class, or Thailand where there
is acute labor shortage in all sectors and levels. Another problem in the South
African automotive industry is the existence of too many producers and models
in a limited and non-growing market. Healthy growth of the automotive industry
requires a large volume of production for each car model.

It must be pointed out that the absence of proper vision and policy to overcome
these challenges—and the presence of unnecessary measures—added to the
difficulties faced by this industry. Before coming to South Africa, the mission
was unable to understand why the country could even establish an automotive
industrial cluster without growing demand or strong labor advantage. We were
told that the industry had a long history going back to 1925 when GM and
Ford built knock-down plants in South Africa®. But history aside, from the
East Asian perspective, we have difficulty in comprehending the logic of South

African automotive policy in more recent times after democratization. During

The Black Economic Empowerment (BEE) policy provides point-based preferences to the
black population of South Africa. Affirmative action such as this to elevate impoverished
groups is essential for social stability as seen in Malaysia’s Bumiputra policy and privilege
and budget allocation in favor of minority groups in Vietnam and Ethiopia. However, policy
implementation must be transparent, reasonable, efficient and predictable, and should not
impose too much burden on business activities. We do not know if South African BEE policy
satisfies these conditions. In many countries, many decades of affirmative action often fail to
narrow the rich-poor gap, and also foster dependency and weaken entrepreneurship among
protected groups.

The Japanese automotive industry also began in 1925 when Ford built its knock-down plant
in Yokohama. The GM knock-down plant was established in Osaka in the following year.
Kiichiro Toyota intensively studied the products of three American motor giants, worked
closely with his engineering friends and a large number of metalworking factories in Japan,
and in 1935 succeeded in overcoming the technical problem in producing the engine and
rolled out the first Japanese car (Model A1). In South Africa, the automotive production still
relies on imports, CKD and SKD by foreign producers.
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the years of economic sanctions under apartheid, many domestic industries had
to be created even at the cost of economic inefficiency. After democratization
in 1994, manufacturing industries were needed for job creation. Under these
circumstances, provision of generous incentives to attract foreign car makers to
South Africa could be justified and even positively evaluated given the fact that
the country subsequently became one of the automotive exporting countries in the
world. However, continuation of the same incentive scheme, long after the initial
automotive cluster had been formed, is difficult to understand. Car producing
countries in East Asia generally discourage firms that specialize in CKD or SKD,
firms that make little effort in upgrading domestic human resources or component
suppliers, or firms that engage in car import only. Foreign car makers that add
little domestic value are normally excluded from any incentive scheme. In some
countries such non-appreciated activities are restricted or even banned*.

There is some progress, however. Replacement of the Motor Industry
Development Program (MIDP) 1995-2012 by the Automotive Production
Development Program (APDP) 2013-2020 can be regarded as the right step
forward (see table). Roughly speaking, MIDP incentivized auto assembly for
export while APDP encourages domestic auto production. This is a welcome
move, but even APDP is not very effective in promoting domestic value creation
and technology improvement.

A few irregularities can be mentioned. First, offering import duty exemption
or reduction, without checking domestic value creation or technology transfer, is
unusual. Incentives for CKD and SKD are rarely seen in Asia. Second, investment
subsidy amounting to 20-30% of investment value, also without assessing value
creation, seems very generous. Tax holiday in which the corporate income tax that
should be paid by the firm is exempted or reduced for a limited period is common,
but sharing investment cost by using taxpayer’s money is not. But we need to

4 Malaysia accepts all manufacturing investments but strictly screens projects for value
addition and technology transfer before providing any incentive. In Thailand’s new FDI
law in 2015, incentives are given only to sectors and activities that produce value, bring
new technology or implement innovation. Both countries officially advise labor-intensive
processes to relocate abroad. Even in Indonesia and Vietnam, where FDI laws are less
effective, governments regularly require foreign companies to add domestic value and are not
very keen to receive labor-intensive production such as garment and electronics assembly.
In the automotive industry, these governments commonly demand promotion of supporting
industries (component suppliers) and industrial human resource.
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Highlights of MIDP and APDP

MIDP (1995-2012)

APDP (2013-2020)

Tariff CBU tariff reduced from 65% to Maintain CBU and CKD tariff at
protection 25% and CKD tariff reduced from 25% and 20% respectively.

49% to 20% in steps.
Incentive Rebate amounting to 27% of Rebate of 18-20% of shipment value
for domestic | shipment value of domestically of domestically assembled vehicles
production assembled vehicles, usable for provided that annual production

offsetting import duties of parts
used for domestically sold vehicles
(DFA).

exceeds 50,000 units, usable for
offsetting import duties of parts used
for domestically sold or exported
vehicles (VAA).

Incentive for
sales

Import credit linked to export value
is provided, with benefits based on
the use of locally produced parts.

Production incentive is given to
both export and domestic sale, with
benefits based on local production
value.

Incentive for
investment

Subsidy amounting to 20% of
investment value is given to
assembler and Tier 1 firms over five
years, i.e., 4% equivalent provided
each year (PAA).

Subsidy amounting to 20-30%

of investment value is given to
automotive assembler and supplier
firms over three years, i.e., 6.67%
equivalent provided each year (AIS).

compare the monetary benefits of tax holiday and investment subsidy before
arriving at the final conclusion. An additional risk is that one-time investment
subsidy without monitoring subsequent business activities may encourage subsidy
grab-and-run or discourage long-term investment and production in the country.

The mission was not ready to produce final policy recommendations which
would require more study, but it could tentatively suggest the following reform
directions based on available information. Automotive incentives must be
linked to the quality of activities (value addition, technology transfer, training
of workers and engineers, strengthening supporting industries, R&D, etc.), not
the sheer volume of production. Exemption or reduction of corporate income
tax should be provided on the firm’s actual profit stream instead of providing
transferable import credit based just on declared production plans. Moreover, an
automotive incentive scheme must be crafted in such a way to minimize the risk
of violating WTO rules or any other trade and investment rules to which South
Africa is committed.
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4. Incentives, SEZs and industrial human resource

The mission did not have time to study all key components of South Africa’s
industrial policy, but it did receive some information on the incentive scheme,
special economic zones (SEZs), and industrial human resource.

We were unable to grasp the entire structure of South Africa’s incentives, which
seemed quite complex, even after reading prepared materials. However, we were
fortunate to meet Ms. Malebo Mabitje-Thompson, Director of DTI’s Incentive
Division, as well as the National Treasury team including Ms. Nonhlanhla
Ngwenya, both of whom explained to us the country’s incentive scheme with
sufficient detail. Obtained information can be summarized as follows.

As noted earlier, South Africa does not have permanent incentive measures
such as corporate tax exemption or reduction (“tax holiday”), import duty
exemption on industrial inputs and equipment, and investment allowances, which
are applicable to all projects and activities on a published list with transparency,
stability and predictability covering broad sectors or at least the manufacturing
sector. South Africa has various incentives attached to individual projects
which usually have a duration of five years, and they are classified into (i) tax
exemption and reduction which are automatically granted to eligible firms by
the National Treasury; and (ii) departmental grants in the forms of subsidies
or rebates which require screening and have budget limits. In terms of budget
size, automatic tax privileges are greater than departmental grants. In sectoral
distribution, manufacturing has the lion’s share and the majority of incentives
fall under DTI. Other departments in charge of agriculture, tourism and SMEs
have smaller incentive budgets. The Incentive Division of DTI is responsible
for collecting budget requests from all DTI divisions and negotiating with the
National Treasury. At DTI, 12i (twelve eye)’, AIS and SEZ-related incentives
are the most important. Other DTI incentives are relatively small and temporary.

5 12i is a subsidy scheme for manufacturing investment starting from 2010 for five years with
the budget of R20 billion. As not all funds were used, extension of two years was permitted
with the lowering of the minimum investment size from R200 million to R50 million or R30
million. This increased application and the fund is likely to be exhausted before the deadline
of 2017. Up to now sixty firms took advantages of 12i. However, automotive firms are not
eligible for 12i because there are other incentive schemes designated for the automotive
sector.
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Incentives for medium to large firms do not distinguish domestic and foreign
firms.

For grant-type incentives, departments can negotiate with the National Treasury
for extension or increase, but such requests are rarely accepted even if incentives
are found effective or if the scheme started late due to administrative delay.
For example, MCEP, a subsidy for manufacturing value-added, was so popular
there was greater demand than the amount budgeted, with the result that the
scheme was terminated before the application deadline. By contrast, incentives
for AIS (a cabinet decision) and critical infrastructure (law) are expected to
continue because they are decided at higher than the department level. As long
as automotive incentives are stated in MIDP or APDP, they are more permanent
than other incentives. In any year DTI has about 13-14 overlapping incentive
schemes running simultaneously with an average total of R5.5 billion per year.
To maintain this situation, DTI needs to motivate (propose) new programs every
year. Incentive guidebooks for investors must also be revised every year. DTI
hopes to secure budget more permanently for all key sectors including metal
processing, mining equipment, industrial equipment, agro processing and fuel
cell, in addition to automotive and critical infrastructure.

There were voices that the incentive structure in South Africa was fragmented.
We agree that a collection of multiple overlapping incentive schemes, each
lasting five years only, lacks predictability and stability. This does not stimulate
enterprises planning long-term investment in the country, nor does it clarify the
vision toward which the government is assisting industries. We recommend more
simple and user-friendly privileges which are maintained until laws are revised.
Incentives provided by the Thai and Malaysian investment authorities (BOI and
MIDA) should provide good reference points.

We had a brief hearing on SME policy at the National Treasury. This policy also
seems fragmented with DTI, the Department of Small Business Development, the
Department of Science and Technology, provincial and local governments, etc.
implementing various policies independently. There is no one-stop SME support
service. Recently, SME policy was transferred from DTI to the newly created
Department of Small Business Development to differentiate policy packages for
large and medium enterprises and for SMEs. In South Africa, an SME is defined as
an establishment with annual turnover of R10-30 million for all sectors although
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the number of employees is also sometimes counted. South Africa offers grants
to SMEs in the form of matching funds covering 30-50% of eligible expenditure
by SMEs with the limit of R250,000. This is quick grants disbursed immediately
at the presentation of relevant invoice documents.

Regarding industrial estates, South African policy is still at an early stage
in comparison of a large number of cases in Southeast Asia. The previous IDZ
policy was replaced by the new SEZ policy in 2015 but we were unable to get
its operational details. SEZs are owned by provincial governments and normally
developed and managed by a public sector entity. Tenant firms may be able to
enjoy various incentives regarding import, employment, factory construction and
corporate income tax®. The SEZ Fund has been prepared as a financial source for
such incentives. Each SEZ is to have one-stop investor service and bonded areas.
Each province can establish up to two SEZs, with six SEZs currently (partly)
operational nationwide’.

Local government-owned industrial estates operated by a public sector
corporation through a management contract is a not uncommon arrangement.
Nevertheless, actual performance often varies depending on the business mindset
and the degree of intervention by the local government, and the operational
capacity of the developer. Governments with no prior experience of successful
development of industrial estates may not be able to provide incentives, one-stop
service, and customs clearance to the satisfaction of globally competitive firms.

In the automotive sector, the planned SEZ to attract automotive suppliers in
Durban Municipality, KuwaZulu Natal (KZN) Province is worth mention. We
collected information on this project from officials of Durban Municipality, Dube
Trade Post (TDP) Corporation (a developer 100% owned by KZN Province),

South Africa provides additional incentives to tenant firms in SEZs, but this arrangement is
not universal. Many countries do not distinguish firms inside and outside industrial estates,
while others give privileges to both developers and tenants of industrial estates. Still others
rank industrial estates and provide differentiated incentives and conditions. The geographical
scope of industrial estate incentives also varies from national to provincial and even by
individual industrial estates.

It would be nice to have a booklet or a website that explains the up-to-date details of each SEZ.
It should include information on precise location, year of establishment, owner, operator,
contact details, rents and other financial terms, areas of initial and entire development, a map
of rental plots, geological and ground information, schedule for initial completion, expansion
and completion, a list of current tenant firms, and explanation of available privileges and
incentives.
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and Toyota Tsusho Africa. This industrial estate, first conceived in 2005, was
slow to be realized. Initially the old Durban Airport near the Toyota factories
was proposed for the site but this did not materialize. The current plan is to build
it in the sugarcane land further south. The F/S by a consultation firm (AECOM)
has been completed but detailed design is yet to be produced. At the time of
the mission, land and municipal budget had almost been secured. The SEZ has
the total area of 1,000ha of which 150ha (or 100ha) is slated for the first phase.
The SEZ is expected to be operational, with first tenant firms moving in, around
April 2018, which seems an appropriate schedule given the current progress. DTP
Corporation develops a multi-function SEZ consisting of offices, research centers,
high-tech agro areas, etc. adjacent to the new Durban Airport, and the proposed
SEZ may be developed as part of the existing SEZ. However, the official name of
the new SEZ does not seem to be agreed among stakeholders. Durban Suppliers
Park and Automotive Supplier Park are mentioned in certain documents. We also
heard that a more generic name should be better to attract non-automotive firms
in addition to automotive suppliers. The plan may include a small area of 30-40ha
within the first phase to specialize in attracting automotive firms, in which case
small-size rental factories may be provided.

The Municipality of Durban is responsible for administrative procedure, re-
zoning and infrastructure up to the zone fence. The municipality is keenly interested
in the employment creation of the proposed SEZ, and has already initiated impact
studies on surrounding marshlands and water sources to expertise the environment
assessment process. Toyota Tsusho Africa on the other hand appears to work
on FDI marketing, which includes relocation of existing automotive suppliers to
the new SEZ as well as attracting new ones. Some Japanese firms have already
expressed interest. Toyota South Africa is also monitoring the progress of the
SEZ as a receiver of more automotive suppliers.

At this moment, however, necessary details on tenant land allocation, access
roads, sales prices and conditions, water source and quality, power supply, waste
water treatment, one-stop investor services, etc. remain undecided. Potential
tenant firms may express general interest but they may not be ready to sign a
contract and FDI marketing for such contracts seems premature. This should
not be a problem because there are two more years before the SEZ opens for
business. Dong Van 3 Industrial Zone (Ha Nam Province, Vietnam) and Phu My 3
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Industrial Zone (Ba Ria-Vung Tau Province, Vietnam), which we closely monitor
and advice, are being built with high specifications that can attract Japanese
manufacturing SMEs and component suppliers. Both zones have finished detail
design and construction work is underway, with the expected completion date of
late 2016. FDI marketing began in earnest in April 2016. The new SEZ in Durban
should learn from high-quality industrial zones in Asia such as these and reach
this stage within one-and-half years.

The mission did not have time to study industrial human resource training.
Below is the provisional summary of information received from the Japanese
Embassy in South Africa. The National Qualification Framework (NQF) is South
Africa’s official skills standard ranging from 1 (middle school graduates) to 10
(PhD holders). Besides this, many firms, including Toyota, adopt firm-specific
skill systems for worker training and evaluation. In manufacturing, there is also
the concept of artisans which seems to imply workers that have passed certain
TVET tests (similar to “trained workers” in Vietnam). We have no information
on the number, the demand-supply situation in the labor market, skill adequacy,
the degree of satisfaction on the firms’ side, and so on, of artisans. Some point
out that incentivization is lacking for artisans to positively contribute to business
development or pursue their own career paths as highly skilled engineers.

The Manufacturing, Engineering and Related Services Sector Education and
Training Authority (merSETA) as well as certain provincial TVET institutions,
such as Coastal KZN College and Mangosuthu University of Technology, appear
to offer reasonable technical training. They teach such basics as tooling, jigs, die-
and-mold and metal processing by combining theory and practice. Scholarship is
also available from the National Skill Fund. Apart from these, Toyota runs Toyota
Training Academy, an officially certified training and testing institution, to train
its workers as well as workers of other firms. Firms operating in South Africa
are encouraged to train workers by the subsidies of Sector Training Education
Authorities (SETAs) and tax incentives, in addition to the need to accumulate
BEE points. The mission was unable to assess the quantity, quality and the degree
of proper matching with industrial needs of technical training in South Africa.

Separately, for the purpose of educating young African manufacturing
engineers, Toyota will create an MBA course at the planned Toyota Institute of
Management Studies in cooperation with Professor Barnes of KZN University.
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The Toyota Foundation has purchased a land of 2.5ha on Umhlanga Ridge and
construction is to begin in 2017. However, the funding for the building has not
been identified, for which an investment or loan by the Japanese government is
sought. An annual intake of 50 students is planned which will include not only
workers of Toyota and its suppliers but also from the South African government
and other African countries. Given the fact that South Africa already has basic
policy frameworks, subsidies and TVET institutions, the next step should be to
match the content of TVET education with the skill requirements of the industry.
This should cover the curriculum, the number and quality of instructors and
regular cooperation with manufacturing firms. Past experiences of East Asian
countries, including Thailand and Vietnam, should be useful for this purpose.

5. The Department of Trade and Industry (DTI)

The mission did not meet Minister Rob Davies, but it had informal discussions
with three key persons responsible for the automotive sector: Mr. Girth Strachan
(Deputy Director General), Mr. Edwin Ritchken (Advisor) and Mr. Renae
(Automotive Division). Exchanges with the former two were similar and
related, which are summarized in the following two paragraphs based on Ohno’s
understanding and interpretation.

Works by Kenichi Ohno have been studied. They provide concrete and realistic
policy analyses and proposals. DTI also heard lectures by a number of famous
researchers but their ideas are more abstract and general. DTI hopes to improve
the automotive policy but politicians and certain car makers need to be convinced.
South Africa is particularly sensitive to employment issues.

We need to prepare concrete data based on international comparison to
persuade politicians in their own logic. Forecasts of job creation are required,
and additional impacts of automotive policy revision on the balance of payments,
domestic value creation, workers’ skill improvement and technology transfer will
also be useful. National leaders may react positively if such data are presented
in readable form. JICA cooperation will be appreciated because DTI staff alone
may not be able to come up with convincing numbers. We will start to revise the
automotive policy from this year. We do not consider starting the revision work
now is too early even though APDP is effective up to 2020.
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To this proposal, five remarks of the mission may be added. First, the demand
forecast of 1.2 million units in APDP is unrealistic and should be revised
downward. Second, we agree with the DTI officials that concrete and attractive
numbers should be presented to national leaders. Rough forecasts based on
common sense are better than scientifically “rigorous” but unsupportable numbers
because they are for persuasion and policy action, not for writing a professional
article. Third, Japan should help with gathering information on benchmarking on
Thailand, Brazil, Mexico, etc.; policy measures to increase domestic production
for the domestic car market, such as eco-car and other tax incentives and
restraints on CBU import, and for capturing more export markets and conducting
effective trade negotiations; model- and platform-targeting and incentives for
raising production volume for each model; and an array of concrete measures
for strengthening automotive human resource and component suppliers®. Existing
materials, including the report by the GENDAI Advanced Studies Research
Organization, should also be cited if useful.

Fourth, cooperation of not only JICA but also ALL JAPAN, which covers
the Japanese Embassy in South Africa (as a command post), JETRO, HIDA, the
Japan Productivity Center, Toyota, Japanese component suppliers and Toyota
Tsusho, with a strong support by the Tokyo headquarters of METI and MoFA, is
required. Cooperation should benefit both countries (South Africa and Japan) by
upgrading the South African automotive industry to a globally competitive level.
Fifth, a future government of South Africa may be more proactive and Japanese
cooperation should be ready to support such a government if it comes into place.
While APDP is effective until 2020, an earlier revision may become possible if a

future government agrees on a new direction of the automotive policy.

8 We inquired whether there was a list of prospective local supplier firms for the purpose
of initial screening for handholding (concentrated and multiple assistance to level up a
small number of selected firms). Mr. Renae of the Automotive Division informed us that
the Automotive Supply Chain Competitiveness Improvement Initiative (ASCCI, a joint
organization of government, management and labor) had such a list. In addition, Toyota
and Japanese experts are assisting local component suppliers and should also have relevant
information. Similarly in Vietnam, JICA Vietnam in cooperation with a research institute
under the Ministry of Industry is currently trying to compile such a list for improving selected
firms in the future.
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6. Toyota South Africa

The mission visited Toyota South Africa Manufacturing (TSAM) in Durban.
Dr. Johan van Zyl (Chairman) and Mr. Andrew Kirby (President and CEO) were
out of town. We met seven management leaders of TSAM including South African
and Japanese. Toyota presented slides, and discussion followed and candid ideas
were exchanged. The mission also had a tour of the main factory.

Toyota has a long history in South Africa dating back to 1962. Despite this,
it continues to face difficulties in demand size, human resource and component
supply. Recently South African production stays around 600,000 vehicles per
year without a visible increase, forcing producers to operate much below capacity
with only one work shift and a slower tact time (line speed) than in other countries.
At TSAM, Hilux (pickup truck) and Corolla are produced with the former being
the main product as domestic demand for mid-sized sedans is declining. Other
Toyota cars with smaller volume are imported.

Worker turnover is low in South Africa (perhaps due to high unemployment
outside). Annual salary including social security contribution and benefits now
reaches 1.5 million yen (about $13,700) while labor productivity remains low.
For this reason, Toyota gradually introduces robots to replace humans and reduce
production costs. 30% of body welding work is currently done by robots. While
the quality of South African workers is lower than that of Thai or Mexican
workers, TSAM saw some improvements in the last decade.

Supporting industries (component suppliers) are underdeveloped and their
numbers are limited in South Africa, with the result that suppliers often act
monopolistically. Incidents of defective components are high, and buyers
(assemblers) have to carefully check the quality of delivered components, a
practice rarely heard of in Asia.

The mission made the following suggestion to the TSAM management. South
African automotive policy has improved with the adoption of APDP, but it still
has queer irregularities such as incentivizing simple assembly while ignoring
component supplier promotion, human resource development and technology
transfer. DTI officials want to prepare concrete data to persuade politicians into
further policy revision as noted above. The mission proposes all stakeholders
to jointly and strongly assist this work. The Japanese Embassy and JICA South
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Africa are already willing. Certainly there is a risk involved, but the proposed
policy change is reasonable and will aim at “win-win” results for both countries.
To proceed with this work, information from Toyota, the leading automotive
maker in South Africa, is essential. Ohno has observed the automotive industry
in Vietnam for more than two decades where METTI in Tokyo and the Japanese
Embassy, JICA, JETRO and Toyota Vietnam have continuously worked together
to improve the policy. For example, around 2000, Toyota Vietnam and the Ministry
of Industry produced a future scenario for the Vietnamese automotive industry.
There is no reason why South Africa cannot do the same. Instant response is
not needed, but we hope TSAM will internally discuss this seriously. If TSAM
decides to join cooperation with DTI, please contact the Japanese Embassy or
JICA.

7. Other activities

A proposal from NEPAD

This information is noted here because it has an important bearing on Japan’s
industrial cooperation in Africa even though it is not directly related to the
present mission. By the arrangement of the Japanese Embassy, the mission met
Dr. Ibrahim Assane Mayaki (NEPAD CEO and the former PM of Niger) on
April 27 in the suburbs of Johannesburg. We briefed on kaizen and industrial
policy dialogue in Ethiopia but Dr. Mayaki was already informed. He explained
the three levels of NEPAD activities (whole continent, regions and individual
member countries) and pointed to the problems including the lack of planning
capacity of each member country, shortage of industrial skills, and difficulty in
executing infrastructure projects across national borders.

Dr. Mayaki felt that the industrial experience of Ethiopia was not widely shared
among member countries. While Ethiopian politics may be different from others,
he was confident that at least some of the member countries would be interested in
African industrialization by the effort of Africans themselves. He proposed that,
with Japanese assistance, NEPAD would like to create opportunities to disseminate
Ethiopian industrialization experience among member countries. Specifically, (i)
presentation at the twice-yearly (January and July) 20 heads of state meetings
organized jointly by NEPAD, AfDB and UNECA,; (ii) more detailed explanation
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at the ministerial meetings on industry, science and technology held at similar
times; and (iii) a new kaizen program within the NEPAD framework (this idea
was still a very preliminary one) were proposed.

The mission explained that dissemination of Ethiopian kaizen and industrial
policy dialogue throughout the continent was intended in the third phase of each
project. Dr. Mayaki’s proposal should properly be relayed to and responded
by the relevant Ethiopian and Japanese authorities, but the mission predicted
that Japan should be eager to cooperate. We also suggested the possibility of
participation of ACET, an Accra-based policy think tank, in disseminating
Ethiopian industrial experience, to which Dr. Mayaki agreed in principle. Further
communication should be directed to Dr. Mayaki himself with cc to Ms. Fati
(NEPAD Coordinator).

Using an existing African framework to publicize Japanese industrial activities
on the continent is a good idea from the perspective of effectiveness and African
ownership as well as budgetary saving and logistic ease on the Japanese side.
Dr. Mayaki’s proposal, coming from the African side, is highly welcome and
should be positively reacted as it reflects increasing interest in Japanese industrial
cooperation in Africa. NEPAD is especially suited for PR within Africa even
though we do not have to work with NEPAD for all purposes. The proposal
will be a mutually beneficial one as NEPAD will also add a visible project to its
industrial sector activities. January 2017 will give us enough time for preparation,
but given the approaching TICAD VI (end August 2016) and the limited term
of Dr. Mayaki, it would be advisable to offer some initial input in July 2016
and provide additional and more targeted information in January 2017. These
should also be closely linked with TICAD VI. Works on this must be started now,
separately from the proposed actions in South Africa.

The University of Cape Town

The mission had an opportunity to give a small one-hour seminar to the faculty
members and graduate students of the School of Economics of the University of
Cape Town. We were not informed of the School’s interest in advance, and we
gave essentially the same talks on industrial policy quality and automotive policy
done four days earlier but in a more condensed form. Responses were generally

active and positive. Professor Mike Morris was well informed of Ethiopian
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situations which he positively evaluated, and had reviewed related materials and

our presentation slides in advance.

8. Concluding remarks

The policy advice of this report should by now be clear. The mission would
like to see the initiation of active industrial cooperation by Japanese official and
private stakeholders interested in the South African automotive industry. This
will require not only the implementation capability but also the willingness to
assist this industry of the Japanese side. The driver of this plan should be the
Japanese government, especially the Japanese official agencies in South Africa.
The GRIPS Development Forum will be happy to lend an additional hand from
the sideline if that is requested and deemed effective.

In the technical area, issues to be raised are already sufficiently clear in the
report of the GENDAI Advanced Studies Research Organization (commissioned
by METI). To list up its key points from the viewpoint of the GRIPS Development
Forum, the following works are needed: a clear long-term vision and a new action
plan for the South African automotive sector; re-setting of production and demand
scenarios and related targets; impact assessment on employment, domestic value
creation, the balance of payments, and so on, based on international comparison;
proposals for stimulating and capturing the domestic market and boosting
export; announcement of targeted models and incentives for ensuring sufficient
volume for each selected model; adjustment of incentives to attain revised policy
objectives; concrete plans for industrial human resource training and supporting
industry promotion; and strategic attraction of FDI component suppliers and
provision of SEZs for that purpose.

In addition to data collection and technical analysis, relation- and trust-
building with the national leaders and key economic ministers of South Africa
as well as emerging future leaders, by expressing Japanese policy interest and
willingness to cooperate, providing necessary information and strategy for policy
change, and conducting bilateral economic diplomacy for mutual benefit, will be
indispensable. These should be led by the Japanese Embassy in South Africa in
cooperation with JICA, JETRO and concerned Japanese firms in South Africa
and supported strongly by the relevant ministries in Tokyo.
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Mission Schedule (April 2016)

April 23 (Sat)
April 24 (Sun)
April 25 (Mon),
Pretoria

April 26 (Tue),
Pretoria

April 27
(holiday),
Johannesburg

April 28 (Thu),
Durban

April 29 (Fri),
Cape Town

April 30 (Sat)
May 1 (Sun)

Leave Tokyo, via Singapore.

Arrive at Johannesburg, move to hotel in Pretoria.

All day industrial policy workshop for policy makers and
researchers at Villa Sterne, Pretoria. Morning session on
the international comparison of industrial policy quality.
Afternoon session on the automotive industry. Kenichi
Ohno was the speaker for both sessions.

Dinner at the official residence of Japanese Ambassador
Hiroki.

AM — meeting with National Treasury team on budget,
industrial policy and incentives.

PM — meeting with DTI’s Incentive Division on
incentives.

AM — meeting with Dr. Ibrahim Assane Mayaki (NEPAD
CEO) in the suburbs of Johannesburg.

PM - friendly lunch meeting at Ritchken residence, DTI
Deputy DG Strachan also present.

Fly from Johannesburg to Durban.

AM — visit Toyota South Africa, have meeting with
management team and visit the main factory.

PM — meeting with Toyota Tsusho Africa. Meeting with
Dube Trade Port Corporation and the Urban Planning and
Economic Development Sections of the Municipality of
Durban.

Fly from Durban to Cape Town.

AM — meeting with Mr. Alec Erwin, former DTI Minister.
PM — giving a seminar at the School of Economics, the
University of Cape Town. Visit the Japanese Consulate
Office. Tour the city and vicinity.

Leave Cape Town, via Johannesburg.

Via Singapore, arrive at Tokyo.
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— Apparel Research

<Duration> October 9-14, 2017 (working days)
<Members>
Kenichi Ohno, Akemi Nagashima (GRIPS Development Forum, Tokyo),
Kidanemariam Berhe Hailu (Policy Study and Research Center, Ethiopia)

The Ethiopia-Japan Industrial Policy Dialogue, implemented jointly by the
GRIPS Development Forum (GDF) and the Japan International Cooperation
Agency (JICA) on the Japanese side, was launched at the request of Former
Prime Minister Meles Zenawi and is currently in its third phase. One of the key
components of this intellectual interaction is international policy comparison
where development policies and economic outcome of a large number of Asian
and African countries are studied and used as an input to Ethiopian policy
formulation with selectivity and adjustments to fit the local context. Sri Lanka
was chosen as one of the countries to be thus researched'.

Sri Lanka was selected because (i) many Sri Lankan apparel firms are arriving
in Ethiopia recently, and three of such operations were visited by our team earlier
this year. We need to understand their reason(s) for coming and the merits and
demerits of Ethiopia as an FDI destination from the perspective of Sri Lankan
apparel firms; (ii) we want to analyze the past and present status of the Sri Lankan
apparel industry which combines product quality and high ethical standards;
and (iii) we want to assess the developmental path of Sri Lanka which reached
middle income with strong apparel as a manufacturing core (rather than by the
Flying Geese pattern of East Asia) and extract its lessons for Ethiopia. To have
more representation of Ethiopian researchers in our policy dialogue, we invited

Dr. Kidanemariam Berhe Hailu, lead researcher at PSRC and former student of

' Sri Lanka is the fourteenth country to be visited for third-country policy research in the
framework of the Ethiopia-Japan Industrial Policy Dialogue. Other countries visited are
Uganda (2009); Singapore, Korea, Tanzania (2020); Taiwan (2011); India, Mauritius, Ghana
(2012); Malaysia (2013); Indonesia, Rwanda (2014); and Thailand, Cambodia (2015).
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Kenichi Ohno, to join our mission.

The mission successfully fulfilled these purposes. Ethiopia as a latecomer
aims to attain middle income by 2025 by becoming a leading nation in light
manufacturing in Africa. Sri Lanka, an advanced apparel exporting country, can
teach many useful lessons to Ethiopia as building blocks for its future policies
and institutions.

Many people assisted this mission in information collection and mission
preparation as well as during our stay in Sri Lanka. We are greatly indebted, among
others, to Mr. Nobuhito Hobo (Former Japanese Ambassador to Sri Lanka), Mr.
Kiyoshi Amada (Former Chief Representative of JICA Sri Lanka), Mr. Fusato
Tanaka (Chief Representative of JICA Sri Lanka), Mr. Tatsuya Iwasaki (JICA Sri
Lanka), Mr. Kazuhiko Obama (Resident Representative of JETRO Colombo), Ms.
Haruna Yamamoto (JETRO Colombo), members of JICA Headquarters and JICA
Sri Lanka, and JICA experts Mr. Hideo Horiguchi and Mr. Shunichiro Honda.
Furthermore, special thanks go to Mr. Dayasiri Warnakulasooriya, who made
great contribution to Japan-Sri Lanka economic and cultural exchange over the
years and who took a great care of us during the mission, especially on the final
day. The GRIPS Development Forum assumes full responsibility for this report,
except the last section of the report was mainly drafted by Dr. Kidanemariam.

1. Overview

Sri Lanka achieved independence from the U.K. in 1948. Subsequently, ethnic
friction between the Sinharese and the Tamil led to an internal war which lasted for
26 years from 1983 to 2009. The current population is approximately 21 million.
Despite the past internal conflict, the economy continued to grow and reached
per capita income of $3,780 by 2016 (World Bank data). By the World Bank
criterion, a country steps up from lower middle income to upper middle income
at the per capita income threshold of $3,955, which Sri Lanka will soon realize.
Recently, economic growth peaked at 9.1% in 2012, then slowed down to 3.4%,
4.9%, 4.8% and 4.4% during 2013-2016, which is rather low for a middle income
country®. People are well educated and labor quality is high. However, many

2 Tt is said in Indonesia that any growth below 6% will worsen unemployment and social
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prefer to work in service outlets and offices rather than in factories. Moreover,
engineers and professionals often migrate abroad in search of suitable and high-
paying jobs. The unemployment rate stood at 4.4% in 2016. Sri Lanka is no
longer a labor surplus country; labor shortage is particularly severe in and around
Colombo.

Economic management has featured socialist ideas and labor protection, a
tendency which still remains today. Nevertheless, the current government seems
to introduce more market-oriented measures. The exact mix between inward and
outward orientation in economic management depends on each administration.
Regarding economic sectors, there are traditional products such as tea, rubber
and spices as well as newer activities such as apparel, tourism and IT. Within
manufacturing, apparel is dominant while other subsectors are less visible.
Manufactured products accounted for 77% of total export in 2016, of which an
overwhelming part (47% of total) was apparel. This is unusual for an economy
soon joining the upper middle income group. Labor migration from agriculture is
absorbed mainly into services instead of manufacturing.

The inflow of foreign direct investment (FDI) is relatively low compared with
Thailand, Indonesia and Vietnam. Although we need to take note of different
population sizes, these ASEAN countries absorb tens of billions of USD in FDI
each year, while Sri Lanka received FDI amounting to $1.6 billion in the peak
year of 2014 and only $800 million in 2016. Chinese FDI was behind the increase
in 2014 but it slowed down subsequently. As for Japanese FDI, there were
historical landmarks such as Noritake (1972), Onomichi Dockyard (1993) and
YKK (2000), but the total number remains small and few are coming in recent
years®, Sri Lanka is not on the Japanese investors’ radar screen compared with
India and Myanmar which are very popular.

Thus, the economic development of Sri Lanka has been quite different from

instability. Vietnam also targets similar growth rates and usually attains them.

3 As of 2017, the number of Japanese FDI firms in Sri Lanka is about 130, of which 68 are
members of the Japanese Chamber of Commerce and Industry in Sri Lanka. Among them,
21 belong to the manufacturing sector (JETRO data). In comparison, the Japanese Chamber
of Commerce in Bangkok has 1,748 corporate members and the Japanese Chambers of
Commerce in North and South Vietnam jointly boast over 1,600 corporate members. In
both countries, actual numbers are higher as some Japanese firms do not join the chambers.
Moreover, member firms are strongly increasing in Thailand and Vietnam.
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the FDI-led Flying Geese pattern of East Asia. On the one hand, a small number
of domestic apparel firms attain remarkable results. On the other hand, the rest
of manufacturing—and material, component and industrial service subsectors
that support it—are weak. Greenfield investments by Japan, Taiwan, Korea
and the advanced economies in ASEAN have not reached Sri Lanka in any
significant way, and gradual broadening and upgrading of products and industries
through FDI and regional division of labor, a hallmark of East Asian economic
development, is hardly visible in Sri Lanka.

The civil war ended eight years ago and the new government came to power
two-and-half years ago, which caused administrative confusion which is gradually
subsiding. Even so, the general business climate is poor and policies remain
unstable in Sri Lanka. In 2016, Sri Lanka ranked 110th among 190 economies
in the World Bank Doing Business. This is worse than the countries regarded
as business-unfriendly in ASEAN such as Vietnam (82nd), Indonesia (91st)
and Philippines (99th) though it is better than India (130th), Ethiopia (159th),
Myanmar (170th) and Bangladesh (176th).

Colombo is a modern and stylish city, but its transport infrastructure
including roads and railroads are traditional and low-capacity. Public transport
is underdeveloped. As a result, increasing automobiles and a swarm of three-
wheelers and motorcycles is generating severe traffic congestion. This must
have been caused partly by the delay in infrastructure construction due to the
civil war. Currently, Colombo sees vigorous construction of skyscrapers and
commercial complexes. The entire nation is full of public investment projects
such as ports and highways, often with foreign cooperation. The construction
boom seems to support growth. Land inflation, rising income and heightened
growth stimulated by strong construction demand is a phenomenon observed in
many countries. However, this type of “growth” rarely improves the nation’s
industrial competitiveness, and often leads to fiscal crisis and trade deficits. Sri
Lanka may have been trapped in this situation even before the construction of
infrastructure has been completed.

2. The apparel industry—achievements and issues

The history of Sri Lanka’s export-oriented apparel industry dates back to at
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least 40 years ago. Initially, the country was practicing an inward-looking import-
substitution strategy. In 1977, in a great policy transformation, the government
abolished all regulations (except those pertaining to labor) and adopted free trade
and free FDI policy which allowed 100% foreign capital. The Katunayake Export
Processing Zone (KEPZ) was established next to an international airport. Sri Lanka
in those days faced low wage and high unemployment, but literacy was high (80-
90%) and workers spoke English. This prompted many foreign manufacturers,
including textile and garment makers, to invest in KEPZ. With respect to apparel,
Sri Lanka was subjected to MFA quotas®. Infrastructure construction and tax
incentives provided by the BOI law attracted FDI which brought global best
practices. This was combined with strict domestic labor laws and regulations
to produce a unique apparel industry which boasted top performance in quality
and productivity as well as workers’ rights and protection. Subsequently, EPZs
were spread all over the country and, under the 200 Garment Company Plan, new
employment was created also in rural areas.

The next challenge was to boost upstream production (textile). Textile, an
input to apparel production, was initially protected by high tariffs which rendered
downstream apparel uncompetitive. Around 1997, the government decided to
abolish textile protection to boost apparel production. As a nation, Sri Lanka
chose knitted products instead of woven fabric which was regarded as more
capital-intensive and environmentally cumbersome, and also to import cotton and
cotton yarns instead of domestic production. Over time, seven knitted product
manufacturers with international competitiveness emerged.

MFA was to expire by the end of 2004. Sri Lanka began to prepare for this a few
years in advance. The World Bank and the Asian Development Bank predicted
that Sri Lankan apparel, which was not vertically integrated (i.e., without cotton
or cotton yarn), would decline in the post-MFA period. To prove them wrong, and

even to double apparel export in five years, a five-year strategy for apparel was

4 The Multi Fiber Agreement (MFA) was effective from 1974 to 2004 as a quota system to
regulate textile trade from developing countries to advanced ones. It was intended to prevent
excessive export of developing country products, but some producer countries may have
benefited from it by increased output and FDI if rival countries had already exhausted their
quotas. After the expiration of MFA, textile and garment trade was determined more by
competitiveness than political allocation, and economics began to rule over international
competition as well as domestic competition among exporting firms.
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drafted under the leadership of the MAS chairman. The Joint Apparel Association
Forum Sri Lanka (JAAFSL), which began operation in 2002, implemented the
strategy. Eight initiatives including taxes, backward linkage, labor market,
etc. were executed, and the target of doubling export in five years was almost
achieved (increase of 97%). The second five-year strategy followed. Through
these activities, a mechanism was established where the apparel industry moved
as one instead of separate actions by individual firms or different processes, and
where the private sector led the government. The private sector did not ask for
subsidies but demanded that the government implement policy actions requested
by private firms. According to JAAFSL, emergence of such private sector-led
public-private partnership generated great success in the expansion and value
creation of the Sri Lankan apparel industry. At present, there are roughly 300
apparel firms in Sri Lanka, of which about half (165) are SMEs.

Sri Lanka received “GSP Plus,” a duty-free export privilege with the EU°. This
was suspended in 2010 but resumed this year (2017). It is clear that GSP Plus,
which gives duty-free access to EU, is crucial for Sri Lanka. At the same time, it is
also quite certain that a country soon graduating to upper middle income will not
forever enjoy this privilege. The EU will review GSP Plus annually and restrict its
application as much as possible. Under these circumstances, the apparel industry
is trying to develop new and more diversified markets to reduce heavy reliance
on GSP Plus. Sri Lanka has partial FTAs with India and Pakistan only. The FTA
network has to be broadened to include China, Singapore and others to secure
more overseas markets with zero or low tariffs.

Sri Lankan apparel serves high-end and niche segments such as ladies’ brand
underwear rather than the Bottom Billion or the Volume Zone. As a producing
country that strictly adheres to both quality and ethical standards, it has secured
a strong position as an OEM supplier to European and American buyers who are

seriously concerned with labor rights and environment protection®. Sri Lanka is

5 Sri Lanka has multiple privileges in the EU market including EBA, GSP and GSP Plus, but
GSP Plus is the most important. EBA and GSP Plus are similar in their commodity list even
though the former is mainly for low income countries and the latter is for countries observing
labor and environmental standards. Meanwhile, GSP offers less zero-tariff privileges. The
rule of country origin is also somewhat different among these schemes.

The principal markets of Sri Lankan apparel have been the US and the EU. Japanese buyers
do not source apparel from Sri Lanka on a regular OEM basis. Compared with Western
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perhaps the only producer country in the world that can satisfy both standards
very well. There are problems, however. First, as previously noted, trade
privileges will become harder to come by as domestic income rises. Second,
multifaceted diversification is required in products, markets and production sites
to create more value and reduce risks. Third, there are labor shortage especially
in urban areas, workers’ preference of service and office jobs, wage pressure and
frequent job hopping. These compel Sri Lankan manufacturers to shift to more
mechanized and automated production methods. Fourth, the big names that lead
the industry are MAS, Brandix, Star Garment and Hirdaramani, especially the
first two. The industry is already mature, and market dynamism such as new
entries and innovators, change of players and challenging winners have become
rare. The same faces continue to dominate the industry.

Sri Lankan apparel firms have established factories in India, Pakistan,
Bangladesh and other foreign countries. More recently, they are also arriving in
Ethiopia. Based on our interviews with various stakeholders, the reasons for their
overseas expansion are as follows. Domestically, labor shortage and the fear of
losing trade privilege in the future drive firms to go abroad (the push factors).
Many African countries, including Ethiopia, enjoy duty-free access privilege
in the EU (Everything But Arms, or EBA) and in the US (African Growth and
Opportunity Act, or AGOA). On the Ethiopian side, low wage, trainable workers,
cheap electricity (one-third of Sri Lanka) and political stability are the attraction
(the pull factors). From a broader perspective, it is probably natural for Sri Lankan
apparel makers to maintain advanced domestic production but simultaneously
build new factories abroad. This will enable them to combine capital-intensive
and labor-intensive production as appropriate, make use of more trade privileges,
minimize risk by diversifying markets and production sites, and explore the
possibility of teaching ethically correct production to other countries.

3. Official organizations of Sri Lanka

Prior to the mission, we interviewed the Former Japanese Ambassador to

buyers, Japanese insist less on ethical standards but demand far stricter product quality
standards than the US or the EU, and impose third-party inspection of all products before
shipment from the factory.
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Sri Lanka, JETRO, JICA and JICA experts who were well-informed about Sri
Lanka. During the mission, we visited the National Planning Department of the
Ministry of National Policies and Economic Affairs (MNPEA), the Ministry
of Development Strategy and International Trade (MODSIT), the Ministry of
Industry and Commerce (MIC), the Export Development Board (EDB), and the
Board of Investment (BOI, see next section). Meetings with these official bodies
are summarized as follows.

MNPEA explained that the five government agenda were a million employment,
revenue enhancement, modernization of agriculture and rural economy, creation
of middle mass, and securing industrial land. For these, key documents are
Vision 2025, the Prime Minister’s statements in 2015 and 2016, and the Public
Investment Program 2017-2020. As export and FDI are falling, it is critical to
improve the World Bank Doing Business ranking in particular and investment
climate in general.

MODSIT is a new ministry and has recruited only 50 staff up to now (of which
11 are professional staff). It is to act as a coordinator of trade and FDI policies
among various related ministries. Workload is equally divided between document
preparation and inter-ministerial coordination. The government wants to boost
export and FDI. For this, MODSIT drafted Sri Lanka’s first National Trade
Policy (NTP) which was approved in September 2017. NTP features domestic
reform, tax reform, market access, macro balance and other policy pillars. The
Harvard University team assisted with formulating these policy pillars’. For
the government, FTA negotiations with India, China and Singapore, improving
the World Bank Doing Business ranking, regulatory reform and revision of the
immigration law are top priorities.

MIC consists of such divisions as Apparel & SMEs, Industrial Development,
Policy Development, International Trade, International Cooperation, SOE
Reform and others. It has eight regional offices as well as external Departments
and Institutes. MIC received Mr. Kenichi Kohata (JICA expert) ten years ago but
has no contact with JICA at present. Apparel occupies 40% of Sri Lankan export
but its global share is only 1%. Its strengths are high quality and high compliance

7 We were told that NTP had four policy pillars but were given six items, and told there was
one more. Undoubtedly some of the items belong to one pillar. With limited time, we were
unable to fully grasp the key structure of NTP.
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with labor standards. For effective value creation, Sri Lanka concentrates on
ladies’ underwear and knitted products. Domestic labor shortage drives Sri
Lankan firms to go abroad including Vietnam, Bangladesh and India. The way
forward includes becoming a knowledge hub, mechanization, producing special
garments and product diversification. SLITA (apparel institute, see section 6) is
under MIC. In light of the importance of SMEs, MIC produced Sri Lanka’s first
SME policy. It also studied Malaysia’s SME Corporation as a model. The SME
policy was already approved, and MIC will act as an implementer and coordinator
for concerned ministries®.

EDB is an implementing body for export promotion with 250 staff (200 in
Colombo and 50 in the regions). It has no overseas branch. It consists of five
divisions which are Industrial Products, Agricultural Products, Export Services,
Market Promotion and SMEs. We inquired about concrete activities of each
division.

4. The Board of Investment and Katunayake EPZ

The Board of Investment (BOI) is an implementing body of FDI attraction
under MODSIT. Both MODSIT and BOI Headquarters are housed in the World
Trade Center in Colombo Fort. BOI Headquarters has about 130 staff while
the rest are dispatched to various EPZs, with a total of about 1,300 staff. The
headquarters has four divisions: Investment Promotion (15 staff), Investment
Appraisal (75 staff), Project Implementation (20 staff) and Project Monitoring
(20 staff). Headquarters staff are assigned to both country and sector. Priority
countries which have individual country desks are US, China, India, Japan, UK,
EU and Singapore, and priority sectors include apparel, IT, services (tourism,
golf, commercial complexes, etc.), medical service (Ayurveda) and convention
business. Priority countries are selected where policy importance and business
demand meet. A person who studied in Japan is in charge of Japan Desk, and a
JICA investment advisor supports training of BOI’s young staff and Japanese FDI

8 Additional Secretary Mr. M.A. Thajudeen, whom we met at MIC, doubles as the chairman of
SLITA. He is the author of the new SME policy and explained the apparel industry and the
SME sector to us in detail and with competence. He must be the right person if Japan wants
to discuss and/or cooperate in these policy areas.
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attraction. In future, to reduce dependence on the US and EU markets and GSP
Plus, FTAs will be concluded with China, India, Singapore, Thailand, Pakistan,
etc. To curtail trade deficits, BOI strongly welcomes manufacturing FDI in
automotive components, medical equipment, mineral-based materials (paint,
silica, etc.) and solar panels. The tax regime is changing, and corporate income tax
exemption and reduction for investors will be removed. The corporate income tax
will have a simple structure of 14% (priority), 28% (standard) and 40% (alcohol
and tobacco). Capital allowances will remain. Sri Lanka already permits 100%
foreign capital and 99-year land lease, which are additional advantages for FDI.

Sri Lanka has 12 EPZs under BOI. The Katunayake EPZ (KEPZ), established
in 1978 next to Bandaranaike International Airport, was the first. It now is home
to 87 tenant firms (as of October 2017). The mission visited the BOI Office at
KEPZ. Thanks to the superb access to Colombo and the airport, KEPZ attracts
more FDI projects than other EPZs (Germany 9, Hong Kong 7, Japan 6, UK 6 and
so on). Two of the Sri Lankan firms in KEPZ have factories in Ethiopia. KEPZ
welcomes all sectors but, in reality, main customers are apparel (18 firms) and
machinery, electrical and electronics (12 firms). KEPZ has a bank, an insurance
company, a logistic service office, a medical clinic, and there is a plan to build a
TVET center. It also offers equipment maintenance service (including generators
and air-conditioning), tax and customs duty assistance and trouble-shooting in
labor and accounting as well as 24-hour medical and security services. Water is
supplied by the National Water Supply and Drainage Board (7,500m?/day), and
underground water is also available (1,500-2,500m?%/day). Waste water is treated
at each factory (primary treatment) then further treated at the KPEZ treatment
plant (secondary treatment). The capacity of this plant was expanded a few years
ago to 3,200m’/day. Treated waste water is used for watering trees and plants
inside KEPZ. The power supply capacity is 63MVA. Problems over water or
electricity are rarely heard from tenant firms. KEPZ has completed its third phase
and is now expanding to the fourth—and final—phase (total of 300.54 acres or
122 ha). It aims to become a manufacturing site of high-end products as well as a
South Asian regional hub of firms operating in India, other Asia, Europe, Middle
East and Africa. Additional infrastructure such as a laboratory and e-services is
planned to be installed.
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5. Private firms

Atpresent 22 Sri Lankan firms are in KEPZ, of which two are already operating
in rental sheds at Hawassa Industrial Park in Ethiopia. Hirdaramani is one of
them. It was founded as a retail outlet in 1890 and has grown to become one of
the largest apparel firms in Sri Lanka. With stable management and ample profit,
it does not have to borrow from banks. It supplies T shirts, sportswear, shirts,
etc. under manufacturing contracts for major brands mainly from the West such
as Adidas, Marks & Spencer, Levi’s, Tesco, Amazon and Asics. Hirdaramani
imports and keeps a large stock of cotton fabric in its warehouse, and produces
garments following detailed design instructions from buyers. The premises has
a health clinic and a canteen for workers, regular break times are observed, and
female workers can have an overnight accommodation for free of charge. The
factory we visited are reasonably clean, music was played for workers (though a
bit noisy to our ears), and other features showed that the management has made a
serious effort to improve working conditions.

Isabella, another firm that operates a factory in Hawassa, Ethiopia, produces
socks for Western markets. The mother factory at KEPZ was originally under
German management which was purchased by the present owner to become a Sri
Lankan company?. It buys cotton yarns, rewinds them for socks production, dyes,
knits and washes to manufacture final products. Isabella is about to replace old
knitting equipment with latest ones for more computerized and capital-intensive
production, and existing ones will be transported to Hawassa. General Director
Mr. Hemantha Perera had heard about Ethiopia by chance, visited Ethiopia
several times, was convinced of the future possibility of the country and decided
to invest there. Two reasons for his decision are as follows: (i) Ethiopian workers
have an uncontaminated “free mind” and can endure hardship, which makes
them easy to train; and (ii) stable power supply at Hawassa is attractive to socks
production which is capital intensive. On the other hand, he pointed to the delay
and irregularity in road transport to and from Djibouti as the biggest problem with

® In October 2016, then Senior PM Advisor Dr. Arkebe and EIC Deputy Commissioner
Belachew of Ethiopia visited Isabella in Sri Lanka, together with PVH’s DDG Mr. Green,
and inspected the factory and KEPZ. A group photo was hung at the entrance of the factory
office.
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Hawassa. As the Sri Lankan pioneer to invest in Ethiopia, Mr. Perera encourages
and helps other Sri Lankan apparel makers, including Hirdaramani, to follow him
to Ethiopia. Some firms have decided to go to Mekelle at his advice. Mr. Perera
plans to continue to act as a promoter of Ethiopia in the foreseeable future.

MAS Holdings is the largest apparel group in Sri Lanka. It not only strictly
observes labor and environmental codes but also conducts human resource
development and product marketing with internally developed systems. The
company leads the apparel industry in Sri Lanka. It has about 90,000 employees
over 17 locations around the globe and produces high quality garments through
design, weaving, cutting and sewing. 60-70% of its production takes place in Sri
Lanka and products are mostly exported to North America. To upgrade its global
business strategy, MAS is strengthening technological and innovation capacity.
During the interview with one of its top officials, the mission could feel the pride
of a leading company that delivers product quality and moral value. The official
also informed us about the overall history of the Sri Lankan apparel industry. It
started with KEPZ where country girls who knew nothing about money or city
life were hired to produce garments. Some of them, dubbed “JUKI girls,” lost
decency and caused a social problem. The bad image of female apparel workers
still lingers on. Subsequently, EPZs spread to rural areas with the goal of building
“200 apparel factories” (actually, one hundred and a few dozen factories), which
generated employment opportunities across the nation so rural girls no longer
had to migrate to cities to find jobs. The MAS official stressed the importance of
preventing a similar social problem from arising in Ethiopia!’.

Features common to the three firms above are concentration of markets in the
US and the EU as well as strict adherence to the labor and environmental standards
required by these markets. More generally, Sri Lankan firms operate under the
safety, hygiene and welfare standards for workers set by the Labor Ministry and
BOI, and must also comply with ILO’s international labor rules. This makes
them very good observers of laws and regulations far above competitors from

"' Tn other countries, problems associated with garment production usually include labor
exploitation, low wage, dormitory and commuting, health and hygiene, trade union, wage
demand, labor disputes as well as the mindset, low skills and job hopping of workers. We
rarely observe a direct linkage between garment production and an unmoral behavior of
female workers. The JUKI girls in Sri Lanka may be a quite unique case.
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other Asian countries. They are rarely found guilty of any violation by inspectors
dispatched by buyers or the government. Operations of Hirdaramani and Isabella
in Hawassa Industrial Park also comply with the same standards as in Sri Lanka
and have received no complaints from Ethiopian workers.

YKK, a Japanese company, was founded as a fastening device producer and
seller. Currently its business is divided into (i) fastening business (production and
sales of zippers, buttons, snaps, etc.); (ii) equipment manufacturing headquarters
(R&D and production of fastening machines for internal use); and (iii) architectural
products (production and sales of construction materials). The YKK Group has
111 operations in 71 countries (as of March 2017), and collectively engages
in the production of materials and final products as well as the production and
maintenance of fastening machines used within the Group (these machines are
not sold outside). No other fastening companies have integrated production such
as this including materials and production equipment. Chinese firms are potential
rivals, but they are engaged only in downstream processes.

YKK Lanka, the local entity of YKK, opened in December 1999, and started
operation one year later, as a manufacturer of fasteners. The office is in Colombo
and the factory is located in Seethawaka EPZ (SEPZ) which is two hours’ drive
from Colombo'!. The office has about 40 staff and the factory about 250. Four
Japanese expats manage and supervise in both places. YKK Lanka only assembles
fasteners, and machinery and materials are purchased (imported) from other firms
in the YKK Group. In principle, it produces fasteners for customers operating
in Sri Lanka supplying 800,000 pieces per day or 100 million per annum. If Sri
Lankan apparel firms also have factories in Bangladesh, Vietnam, Jordan, Egypt,
etc., YKK Lanka may supply fasteners to such overseas locations directly or
indirectly. YKK fasteners are purchased either because Western buyers specify
YKK as supplier in the OEM contract with Sri Lankan apparel firms or because
Sri Lankan firms themselves select YKK as a fastener supplier for contracted

products.

' SEPZ is home to 35 tenant firms of which eight are apparel manufacturers. Jay Jay Mills,
which invested in Bole Lemi I Industrial Park in Ethiopia, is one of them. YKK Lanka
supplies fasteners to Jay Jay Mills (both are in SEPZ). YKK Lanka also supplied button
making equipment to Jay Jay Mills in Bole Lemi I, and YKK Lanka staff has visited Ethiopia
for maintaining the equipment.
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Midaya Ceramic, established in 1968, is a manufacturer of high quality
ceramic products. Materials are mostly locally procured. The firm has integrated
production from design, material processing, molding, firing, painting, packing
and shipping. Its sophisticated handmade products find few domestic competitors.
Buyers include western ceramic companies as well as brand product dealers
and hotels in Sri Lanka. Many customers approach Midaya by word of mouth.
The company produces both contracted items as well as own products. Quality
handmade ceramics require highly skilled labor. The premises is clean with seiri
and seiton. Mr. Dayasiri Warnakulasooriya, chairman, studied ceramic making
in Seto, Japan then returned to Sri Lanka to start this firm. Currently his two
sons manage this factory and an associated packing material factory. On another
occasion, Mr. Dayasiri learned Japanese management through AOTS training.
He adopted it in his factory and has spread it to the rest of the country through
the Japan-Sri Lanka Technical and Cultural Association (JASTECA), a bilateral
organization that teaches quality and productivity in Sri Lanka.

6. Industry-supporting organizations

The mission visited several private and public organizations that support the
Sri Lankan apparel industry or industry in general. Six such organizations are
reported below, of which the first two are technical training institutions.

The Sri Lanka Institute of Textile and Apparel (SLITA) was created in 2009
by merging two technical schools—the Textile Training and Service Center and
the Clothing Industry Training Institute—which were established with World
Bank assistance in 1984. The Institute belongs to MIC and its chairman is Mr.
Thajudeen, Additional Secretary of MIC in charge of the apparel industry. It
is financially independent and does not receive government budget. It has six
divisions: laboratory, apparel, textile, leather, footwear and product development.
It has about 100 staff (15-25 with MSc, 30-40 with BSc and 45 are support staff).
SLITA has three functions, and the first function is training. It offers two-year
Diploma courses, customized courses for corporate customers, short-term courses
and dispatch of Sri Lankan instructors abroad. Since 1984, the cumulative number
of trainees has reached 100,000, with annual training of about 5,000 students (of
which two-year course students are about 100) at present. SLITA is the Asian
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regional hub for textile and apparel training, providing by dispatching experts
such customized services as fashion design for a Vietnamese company, training
for the Export-Import Institute of Bangladesh, joint research on banana fiber with
the Philippine Textile Institute, etc. Trainees also come to SLITA from abroad.
The second function is material and safety testing for textile and other products
requested by buyers, which is conducted by the SLITA laboratory at low (cost-
base) fees. The third function is consultation with local apparel firms to introduce
lean production, Toyota Production System and the like. Regarding R&D, SLITA
previously studied automation and current research is the use of banana stem
fibers for textile materials. SLITA owns 4 ha of land on which there are about
ten one-story structures. There is a plan to introduce a four-year Degree course
by rebuilding some of these structures with multiple floors (SLITA has land and
money but cooperation is needed to buy new equipment). It had JICA cooperation
during 1996-2001 and 2001-05 which included equipment, training in Japan
and an arrangement to train Indian, Vietnamese and other foreign technicians at
SLITA. There is no contact with JICA now. The mission made a tour of SLITA
which was equipped with sufficient space and facilities as a textile and apparel
training institute. It may be a good idea for the Ethiopian TIDI to study SLITA as
a model or even have a twinning arrangement with it.

The Ceylon-German Technical Training Institute Moratuwa, Sri Lanka
(German Tech or CGTTI for short) is a metal and mechanical training institute
with automotive emphasis. It is located along Galle Road in the south of Colombo
near SLITA and a Brandix factory. It has a dozen or more buildings on 5 ha
land. German Tech was established with assistance from West Germany as a
maintenance center for the Mercedes bus fleet of Colombo City, with 60 initial
students. The capacity was expanded to four courses and 150 students in 1974.
The supervising ministry changed from the Transport Ministry to the Ministry of
Skills Development and Vocational Training in 2004. Currently, German Tech
has 11 courses'? and accepts full-time (3-4 years), part-time (evening) and short-
term (1-2 days) students. It also offers customized training, technical services
(maintenance and repair of vehicles by students instructed by instructor) and

12 The 11 courses are automobile, millwright fitting, tool machinery, power electrical, air-con
and refrigeration, auto (car) electrical, welding, diesel pump mechanism, mechatronics, auto
body and auto air-con.
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_t

Visiting SLITA’s Classrooms — German Tech’s Millwright Auditorium at JASTECA
and Labs Fitting Workshop (Sasakawa Hall)

b 5

skills tests. It specializes in training and does not engage in research or enterprise
consultation. Students’ age ranges from 16 to 22 years and classes are conducted in
both English and local language. There is high demand for German Tech graduates.
Firms wanting to recruit students are provided with relevant student databases
and asked to approach candidates by themselves, but not all places can be filled
(we incidentally heard that OJT and job recruitment for the welding course are
mostly done with Colombo Dockyard). Consequently, German Tech is popular
with students. It annually receives 3,000 applications for the full-time student
quota of 600, who are selected by written exam and interview. Sri Lanka offers
free education, so German Tech charges no tuition and even offers commuter bus
services and monthly stipends to its students. Government allocates 220 million
rupees per annum to German Tech (80 million for equipment and 140 million for
current expenditure). Students from rural areas often rent apartments. The school
has a plan to build a dormitory (allocated budget is 1,100 million rupee). In the
first year, students are required to produce basic metal works and, after a test,
proceed to specialized courses from the second year. There is an OJT (internship)
in the final year at one of the 120 partner companies. Companies happily receive
OJT students to secure future recruitment. Non-fulltime students are charged
with fees, many of whom study evening classes while working in enterprises
or military. During a tour of all workshops, the mission had the impression that
German Tech was very successful as a basic TVET organization even though it
is not equipped with many latest machines. While it enjoys a seller’s job market,
the majority of graduating students go abroad to find jobs. They often first go to
the Middle East and, after a few years, migrate to Australia or New Zealand, their
favorite destinations (working permits for the latter require at least three years of
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waiting). This is not a very good result for the Sri Lankan manufacturing industry.

The Joint Apparel Association Forum Sri Lanka (JAAFSL), mentioned above,
is a joint public-private forum created to cope with the disappearance of MFA at
the end of 2004 with the leadership of the MAS chairman. It started to operate in
2002 and officially inaugurated in 2003. It has 14 members". As noted earlier,
JAAFSL is a very active body that not only proposes policy actions but also
studies details, decides and implements such policies and request needed actions
to the government. It is in a sense the Sri Lankan apparel industry itself and
in another sense a private initiative that designs and executes policies which is
normally the responsibility of relevant ministries of the government.

The Ceylon Chamber of Commerce (CCC) was established in 1839 during
the British colonial period. It currently boasts 551 corporate members and has
19 Business Councils including Export, Construction, Trade and Tourism. It
conducts various business matching among which Business Investment Conclave,
started last year where over 100 foreign firms are invited to Sri Lanka for business
negotiations, is the largest. According to a CCC executive, the most important
goals of the Sri Lankan government at present are revitalization of export and FDI
as well as expansion of manufacturing'®. This requires solving several concrete
issues. First, the World Bank Doing Business ranking, currently 110th, is targeted
to improve to 70th by 2020. Rankings for licensing and dispute settlement are
particularly low. However, CCC wants not just a higher ranking but a mindset
change and substantive results for the business community. Second, there is an
acute labor shortage. Third, Sri Lanka must cope with high wage, high electricity
tariff, high material costs and high non-tariff charges associated with imports.
Fourth, policy remains unstable—but improvement is expected as the current
government stabilizes. Fifth, a new tax law is being prepared to make taxes
business-friendly (enactment expected in April 2019). It aims to simplify and
clarify the tax regime in place of randomly accumulated exceptional measures.

The corporate income tax rates will be 28% (normal) and 14% (priority). Privileges

3 Mr. Tuli Cooray (MP), whom we interviewed, previously were at the Finance Ministry to
abolish textile protection. He has served as Secretary General of JAAFSL since 2002.

14 Sri Lanka does not have a clear policy on outbound FDI by domestic firms. It is neither
encouraged nor discouraged, as the decision of overseas investment is entrusted to individual
companies.
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for underdeveloped Northern and Eastern regions will remain. CCC was happy to
participate actively in this revision process. The government listened to CCC, and
it met the President and the Prime Minister four times. One problem, however, is
the slowness of decision making at ministries and BOI. They were fast and policies
had real impact in the 1990s, but they have become more bureaucratic. CCC
considers Sri Lanka’s strategic location (a gateway to India and the Indian Ocean
region) and skilled human resource as its two great advantages. The mission was
recommended to meet CCC Chief Economist Anushka Wijesinha, who works
closely with the government, if it wanted to discuss the Sri Lankan economy more
deeply (he was absent on the day due to his commitments at MOF).

The Institute of Policy Studies (IPS), an economic policy thinktank, was founded
by a parliamentary law in 1990. It belongs to the Prime Minister and MNPEA.
The IPS building, though not large, is modern and stylish unlike Ethiopia’s EDRI
or PSRC. The Dutch offered an endowment fund for establishment and Canadian
funds and fees collected from international organizations also financially
supported IPS. From 2005, IPS is financially self-standing except annual receipt
of government budget which covers 10-15% of the running cost. IPS offers
research, policy advice and international cooperation. It has seven units in charge
of macroeconomy, trade, investment and industry, environment, agriculture,
labor and poverty. The staff size is about 50, of which researchers are 20-25. Each
unit consists of a few researchers who are generally young but competent. Most
of them hold master degrees while PhD holders are few. Some are going abroad
to get PhDs. BA level staft are research assistants. IPS research is done either
as an official project where the government specifies the topic and ministries
are involved, or by IPS writing proposals for competitive research funds of
international organizations or foreign countries. It also represents Sri Lanka in
international cooperation among thinktanks. Research results are disseminated via
working papers, policy papers, academic journals, publications of international
organizations, books and newspapers (fees are charged for IPS papers). Recent
works include a feasibility study on FTAs with India and China, climate change
and agriculture, and a review of FDI policy since 1977. As to the burning problem
of the day, Sri Lanka routinely faces economic cycles of over-investment in
infrastructure and debt crisis. After the civil war ended in 2009, aggressive public
investment pushed up growth to 8-9% which led to balance-of-payments difficulty
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and the IMF’s EFF program in 2015-17. It would be ideal if FDI and domestic
private investment replaced public investment, but FDI is declining due to policy
inconsistency and budget crisis. Sri Lanka allows foreign bank branches, and a
new law is being prepared to further liberalize capital mobility. It also negotiates
with India, China, Singapore, etc. for FTAs, and new ports are constructed in
Colombo and Hambantota. These are positive developments. Keys to Sri Lanka’s
future growth are tariff privileges (though GSP Plus may not be available in the
future), private dynamism and FDI. MAS and Brandix are the only outstanding
domestic apparel companies. Meanwhile, the IT industry is growing strongly.
The nation needs to shift to high-value products and diversity export markets.
The Japan-Sri Lanka Technical and Cultural Association (JASTECA) was
established in 1984. It promotes HIDA/AOTS networking and cultural exchange,
and teaches Japanese management, Japanese language, 5S, kaizen, etc. It also
selects Sri Lankan people fairly and rigorously to dispatch to Japan for technical
training with funds on the Sri Lankan side. Approximately 3,900 such trainees
have been sent to Japan, with follow-up upon return. JASTECA also gives the
Akimoto 5S Award to firms that successfully adopt Japanese management (Mr.
Taiki Akimoto was dispatched by the Central Japan Industries Association
(ChuSanRen) to Sri Lanka in 1995 and spread 5S and the kaizen philosophy in
the country). Other activities include B-to-B matching, fairs and exhibitions, and
donations to the victims of the Great East Japan Earthquake. JASTECA’s building
was given by the Sasakawa Foundation but its operation is self-financing. The
Sasakawa Hall houses offices, classrooms, an auditorium and meeting rooms
as well as the Sri Lanka Nippon Educational and Cultural Center (SNECC),
JASTECA Institute of Management and the Japanese Language Education
Association. The Japanese Association, the Alumni Association, the Japan
Culture Club and the Sri Lanka-Japan Business Co-operation Committee also
use the Sasakawa Hall for events and meetings. JASTECA’s remaining problems
include the continuation and revitalization of various ties with Japan, creation
of new-generation JASTECA leaders and the relocation and expansion of the
headquarter building (the main problem is finding a suitable plot of land rather

than money)". Mr. Dayasiri Warnakulasooriya, Vice Patron of JASTECA who

15 Mr. Nobuhito Hobo, Vice President of GRIPS Alliance and the former Japanese Ambassador
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assisted our mission, has greatly contributed to the dissemination of Japanese
management and Japanese language in Sri Lanka as well as promotion of bilateral
friendship. His activities continue even today.

7. Assessment of industrial strategy

Japanese people whom we interviewed prior to the mission were generally
negative in their assessment of the current Sri Lankan industrialization strategy.
The main issue was the lack of consistency and predictability. Problems
include frequent re-arrangements of ministries and their mandates, absence of
inter-ministerial cooperation and ambiguity as to which organizations are truly
responsible for the formulation of each major policy. More concretely, problems

include the following.

O The President emphasizes internal policies while the Prime Minister is more
liberal and outward-oriented. Some say the two are incompatible while
others expect the two leaders to bring balance.

O Vision 2025 is general and without implementation documents. It is unclear
whether concrete policies can be generated and executed with effectiveness.

O The Prime Minister and MNPEA are assisted by Professor Hausmann’s
team from Harvard University. Will it be able to provide pragmatic policy
advice for industrial promotion beyond academic analysis and empirical
studies?

0 While EDB and BOI are the implementation bodies of export promotion
and FDI attraction respectively, it is unclear who designs these policies and
how. A group of elite technocrats is not yet visible in Sri Lanka, at least to
us.

O The SME policy drafted by MIC contains standard measures which are
comfortable to us'®. But the question is organization, budget and staff for

to Sri Lanka, attributes JASTECA’s success to (i) affinity of Sri Lankan and Japanese cultures,
(i1) enhanced networking by alumni who succeeded in business, (iii) the availability and
independent management of the Sasakawa Hall, and (iv) continued support and relationship
with Japanese stakeholders.

16 Ministry of Industry and Commerce, National Policy Framework for Small and Medium
Enterprise (SME) Development, 2015; and attachment Action Plan.

217



implementation. Do they exist? Is the SME policy recognized as top priority
by national leaders and other ministries?

O Under the IMF program and the new tax law, taxes will be simplified, and
exceptions, including corporate tax exemption for EPZs, will be eliminated.
On the other hand, FDI attraction is a top national priority. Are these

mutually consistent?

The content and methodology of Sri Lankan policies are quite different from
the successful cases of the East Asian Flying Geese, or Ethiopia where every
official can at least explain what GTP II (five-year plan) tries to do—apart from
its desirability or implementability. How should we evaluate the current industrial
strategy of Sri Lanka?

The optimistic view may argue that the current policy inconsistency and fiscal
crisis are only temporary, that there is balance between domestic consideration
and global orientation, and the apparel industry is far more advanced than that of
Bangladesh. The private sector (at least apparel) is dynamic, labor is educated
and skillful, and a new export-oriented IT industry is emerging. For Japanese, Sri
Lanka is a far more comfortable place to live compared to India, and Sri Lankans
are kinder and not so aggressive. Even if government policies are imperfect,
now-peaceful Sri Lanka is likely to grow driven by strong value creation of
the private sector. Many of our Sri Lankan interviewees, while admitting to
remaining problems, expressed such optimism. Among them, we did not detect
any apprehension that the nation was trapped in middle income and might face
low growth in the foreseeable future.

A more pessimistic view points to the narrow industrial base of the private
sector and the low policy capacity of the government, even though Sri Lanka
is soon transiting from lower middle income to upper middle income. In the
private sector, the outstanding performance of a small number of apparel firms
and several other bright spots are not shared widely by the entire economy. Sri
Lanka does not in any significant way have electronics assembly, automotive
production, machinery and equipment, construction materials, broad-based food
processing (not just tea) and consumer goods production, which are normally
available in a middle income country (Vietnam, with only half the income level
of Sri Lanka, has all of this), or material and “supporting” (i.e., component)
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industries that supply to them. In the government sector, basic policy orientation
is fairly clear with all ministries and agencies explaining similar policy directions.
However, much doubt remains over the implementability and effectiveness of
proposed policies. Many interviewees seemed to suggest that strong economic
growth would be possible once fiscal soundness and policy consistency were
realized. This may be too optimistic.

Additional words are in order on this last point. There are two fundamentally
different ideas regarding industrial development. For a poor country which just
overcame a war or social turmoil, igniting growth is relatively easy. All it has to
do is to invite international aid, create new laws and institutions, liberalize the
economy and join the international economy. The previously suppressed private
sector and FDI will soon bring high growth, taking the nation to middle income.
But the climb may not be so easy beyond middle income. The market-princile
advocates would argue that maintenance of free and open business climate
would do the job nicely. Meanwhile, the East Asian way is to install a proactive
government which, through pragmatic and effective public-private partnership,
actively and concretely upgrades industrial human resource and produces
champion companies that can generate great value, without which high income
and technology could not be reached.

In the Sri Lankan context, it must be asked whether sound budget, policy
consistency, FDI attraction and expansion of overseas markets are sufficient
as a national strategy to proceed to a higher stage of industrial development (it
must also be admitted that even these four goals are not so easy to attain). We
sense that the current Sri Lankan government has no intention of introducing
an industry policy of the East Asian type. The mission would like to express
the doubt whether Sri Lanka can raise its long-term growth trajectory without
properly introducing value-creating policy. Ethiopia, still a low income country,
has firmly embraced the East Asian approach and made significant effort to learn
and implement proactive industrial policy. The purpose of this mission has been
to provide the Ethiopian government with concrete information that may help its

policy learning.
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8. Summary and lessons for Ethiopia

At the end, we would like to list up the major findings of this mission from
the perspective of client, namely, the Ethiopian policy authorities. Ethiopia’s
manufacturing sector in general and apparel sector in particular are still
underdeveloped. The experience of Sri Lanka’s apparel industry can offer useful

lessons to Ethiopia in several ways.

(1) The leading role of the private sector

In Sri Lanka, the private sector has a leadship role in the apparel industry. The
Sri Lankan government has played a vital role in creating business environment
conduciveto the private sector. Apart from this, however, the degree of government
involvement in the industry is minimal. Historically, the private sector has been
the driver of growth as well as the manager of the apparel industry. It assesses
the global trend of apparel, identifies challenges the industry faces, comes up
with policy ideas and recommendations and presents them to the government for
discussion and dialogue. A case in point is the Joint Apparel Association Forum
Sri Lanka (JAAFSL) which acts as a voice of the industry. It serves as a bridge
between industry and government and has been instrumental in the development
of the industry. As the apex body over several apparel associations, JAAFSL
designs and implements strategic plans and guides the industry towards the
world’s No.1 apparel sourcing destination with quality and conscience. JAAFSL
pushes the government to create conducive environment for investors including
revision of the incentive structure. The government is open to discussion and
seriously listens to JAAFSL’s ideas. So long as suggestions are convincing and
credible, the government accepts and implements them. The government also

invites JAAFSL to trade negotiations with other countries.

(2) Ethical practices

Ethical practices in the Sri Lankan apparel industry have unique characteristics.
Labor standards and employmentrelations are strictly regulated and monitored. The
Board of Investment (BOI) through its Industrial Relations Department facilitates
labor-management cooperation and harmony, and provides advisory service

and guidance to employers and employees. Garments are made with care and
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conscience by ensuring workers’ rights and ethical working conditions; absence
of child labor, forced labor, discrimination of any kind and sweatshop practices;
and by creating opportunities for education and personal growth. Employers must
strictly adhere to local and international labor standards, and workers have the
right to collectively bargain through trade unions. This maintains a healthy and
harmonious industrial relations conducive to efficiency and productivity. Such
ethical practices are the root cause of the success of the Sri Lankan apparel sector.
Moreover, Sri Lanka is known for environmental excellence and won many
awards for green manufacturing such as LEED Platinum and Gold Certified.
This unique characteristic has attracted many world-renowned brands such as
Victoria’s Secret, Gap, Nike, Tommy Hilfiger, H&M, M&S and many others
which have built longstanding partnership with Sri Lankan apparel companies.
Sri Lanka has become the world’s top ethical apparel sourcing and manufacturing
destination.

This offers an insight for Ethiopia. There is an increasing global pressure to
improve conditions in the workplace, especially from the end users of garments
in Western countries. Consumers are concerned with labor and environment
conditions in developing countries where garments are manufactured, and require
international sellers to purchase from manufacturers which adhere to acceptable
standards and legally binding international conventions. Consequently, buyers
also insist the same and implement tough inspection procedures. Furthermore,
workers themselves now demand better working conditions. In this regard,
Ethiopia will be no exception. Given the pressure from consumers, buyers and
workers, Ethiopia has no option but to adopt proper ethical standards. However,
sticking to these standards should not mean disregarding quality. There are also
other buyers, including Japanese, whose prime concern is high quality. Hence,
Ethiopia needs to prepare itself to meet both challenges.

(3) Export promotion

Sri Lanka established the Export Development Board (EDB) in 1979. It is
an executive arm of the Export Development Council of Ministers, a policy-
making body headed by the President. EDB’s export promotion activities include
organizing buyer-seller meetings, annual trade shows, fairs and expos, providing

information to foreign and local entrepreneurs and assisting the formulation and
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maintenance of quality standards. It conducts marketing research, feasibility
studies and seminars for understanding the Sri Lankan marketplace and how
to best utilize its business opportunities. The board of management of EDB

comprises representatives from both state and private sector organizations.

(4) Sector-specific incentives

Sri Lanka has in the past provided incentive package such as tax incentives,
concessional financing, export credit insurance and other instruments to promote
investment. These incentives were designed to be sector-specific'’. Sectors
that were designated by the government as priority were given more attractive
incentives compared to non-priority sectors. Such a strategy contributed to the
development of key sectors, particularly the apparel sector. In Ethiopia, incentives
are less well-structured. Priority sectors receive additional incentives in the form
of income tax holidays and exemptions from customs import and export duty.
However, other important incentive schemes such as credit, finance and subsidies
for value-creating activities are not yet provided.

(5) Design of industrial parks

To promote investment, Sri Lanka has invested in Export Processing Zones
(EPZs). In addition to physical infrastructure, facilities at EPZs include the office
of the Industrial Relations Department of BOI, a customs office, a bank, a post
office, medical service, freight and port services, etc. EPZs welcome enterprises
from all sectors including apparel, electric, metal products, footwear, precious
stone, food processing and others. The advantage of this strategy is to economize
infrastructure and other facilities for all sectors. If industrial parks are set up
separately for specific sectors, a large number of specialized parks are needed and
it would be more difficult and costly to provide adequate infrastructure, facilities
and other services to all of them.

(6) Producing skilled industrial manpower
To attract private investment, the Sri Lankan government has made efforts to

17 As discussed earlier, Sri Lanka is now adopting a simplified tax structure by removing
specific incentives. However, this does not negate the value of specific incentives in the
early stage of industrialization, as the past success of Sri Lankan apparel testifies.
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produce human capital with skills required by the apparel industry in particular
and the industrial sector at large. The Ceylon-German Technical Training
Institute (CGTTI) is a leading institute for training technicians in the field of
automobile engineering and allied trades. Its programs cover automobile, tool
machinery, power electrical, welding, millwright fitting, and others. The institute
owns well-equipped training workshops and modern laboratories. All training
courses comprise 80% practice in workshop and laboratory and 20% theory in
classroom. Heavy emphasis on practice leads to proficiency in required industrial
skills. Graduating students are highly demanded locally and internationally.
Gulf countries, Australia and New Zealand are the most popular destinations of
graduates from CGTTI.

The Sri Lanka Institute of textile and apparel (SLITA) is a provider of skilled
manpower to the textile and apparel industry. It offers various competency and
career development programs at the diploma and the certificate level as well
as short-term courses. Similar to CGTTI, it offers practice-oriented courses to
prepare students for technical and managerial positions in the textile and apparel
industry.
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Mission Schedule (8-15 October 2017)

1. Mission Members

Kenichi Ohno Professor, National Graduate Institute for Policy Studies (GRIPS), Tokyo, Japan
Akemi Nagashima Research Associate, National Graduate Institute for Policy Studies (GRIPS), Tokyo, Japan
Kidanemariam Berhe Hailu | Lead Researcher, Policy Study and Research Center (PSRC), Ethiopia
2. Mission Schedule
DATE TIME ACTIVITY
8 Sun PM  |Arrival in Colombo
JICA Sri Lanka Office
AM
JETRO Colombo Office
9 Mon
iy Department of National Planning (Ministry of National Policies and Economic Affairs)
Institute of Policy Studies of Sri Lanka (IPS)
Katunayake Export Processing Zone (KEPZ)
AM [Isabella Socks Manufacturing PLC (in KEPZ)
10 Tue
Hirdaramani Garment PLC (in KEPZ)
PM |Joint Apparel Association Forum Sri Lanka (JAAFSL)
Ministry of Development Strategies and International Trade (MODSIT)
AM  [Board of Investment (BOI)
Oct [ 11 | Wed Export Development Board (EDB)
M Ministry of Industry and Commerce (MIC)
Japan Sri Lanka Technical and Cultural Association (JASTECA)
12 | T AM  [YKK LANKA PVTLTD (in Seethawaka EPZ)
u
PM | Sri Lanka Institute of Textile and Apparel (SLITA)
AM  |Ceylon-German Technical Training Institute (CGTTI)
MAS Holdings
13 Fri
PM | The Ceylon Chamber of Commerce (CCC)
Departure to Addis Ababa (Kidanemariam Berhe Hailu)
AM  [Midaya Ceramic Compan:
14 Sat Y pany
PM  [Departure to Tokyo (Kenichi Ohno & Akemi Nagashima)
15 | Sun AM  |Arrival in Tokyo
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Organizations/Persons Visited

Official Organizations of Sri Lanka
Organizati

Department of National Planning (Ministry of National Policies and
Economic Affairs)

Name Position
Sanjaya Mudalige Director General
Malarmathy Gangatharan Additional Director General

T.M.J. Bandara

Director, Regional Development & Social Protection

AK. Gunasekara

Director, & Trade

R.D.A. Maitt tant Director, Industries & Trade
Shunichiro Honda Strategic Planning Advisor (JICA Expert)
Zp?;igﬁ;?ﬁg’g;% Strategies and International Trade Board S.W.C. Jayamini Director for International Trade Division
Prasanjith Wij Executive Director, Investment Promotion
Board of Investment (BOI) Dhammike Basnayake Assistant Director/Desk Officer for Japan, Invest Promotion
Hideo Horiguchi JICA Advisor for Promotion

Katunayake EPZ

MK.D. Lawrance

Acting Executive Director (Zones)

Himali S. Urugodawatt

Director (Legal) — Industrial Relations

Export Development Board (EDB)

D.M.P. Dissanayake

Deputy Director (Regional Development Division)

Upul Akmeemana

Deputy Director (Trade Facilitation)

Sepalika Jayawardhana

Deputy Director (Industry Products)

Apsara Chandani Arampath

Assistant Director, Market Development

Dammike Jayawardne

Additional Director General, Development

Akila Dishan Assistant Director, Export Service
M A Thajudeen Additional Secretary and Chairman of SLITA
AH.M.U. Aruna Bandara Director (Planning)
. Inoka de Alwis Deputy Director (Policy Development)
Ministry of Industr d C MIC
inistry of Industry and Commerce (MIC) Samangika Abeysinghe Assistant Director (Planning)
Harsha Director (SME& Textile)

Ishani Abeyrathne

Director (SME& Textile)

Institute of Policy Studies of Sri Lanka (IPS)

Kithmina V. Hewage

Research Officer

Sri Lanka Institute of Textile and Apparel (SLITA)

P.V.S. Wijayarathe

Director Operation

Eng. S. llangovan

Director Training & Technical

B.L.S.P.Nishantha

Chief Technologist

K. Jegatheesan

Chief Technologist

B.Sabashini Technical Assistant, Department of Textile Technology
A.C.S.l. Mumthas Technical Assistant, Department of Textile T
S.P.K. inghe Chief Engineer (Training)
Ceylon-German Technical Training Institute (CGTTI) R.L. Vijitha Kumara Deputy Chief Engineer (Factory)
G.Ajilh.G.Nerio Instructor, Automobile

Private Sector

Name

Position

Isabella (Private) Limited

Hemantha Perera

Managing Director

Ravindra Fernando

Operations Manager

Saman Abeyratne

Supply Chain Manager

K.Herath Human Resources Manager
Thushara Fernando General Manager

Hirdaramani Mercury Apparel (Private) Limited Senavirathne Senior Manager —Human Resource
Nuwan Herath Quality Assurance Manager

MAS Holdings Shakthi Director, Group Human Resol

'YKK LANKA PVT LTD (in Seethawaka EPZ)

Masahiro Kubo

Senior Advisor- Sales & Marketing

Satoshi Takahashi

Technical Advisor

Mohamed Rimzan

S&B Sales Manager

Midaya Ceramic Co. Pvt Ltd

Dayasiri Warnakulasooriya

Chairman

Kumudu Warnakulasooriya

Director Finance

Anura Warnakulasooriya

Managing Director

| Joint Apparel Association Forum Sri Lanka (JAAFSL)

M. P. Tuli Cooray

Secretary General

[Japan Sri Lanka Technical and Cultural ) (JASTECA)

Dayasiri Warnakulasooriya

Vice Patron

Nihal Seneviratne

President and Managing Director for Vistas Consultancy Services

Athulla R F Edirisinghe

Past president (Managing Director for Venice Sea Food Pvt Ltd)

Nimal Perera

Vice President (Managing Director for NTS Interlining Pvt Ltd)

Premalal Fernando

Consultant, Japanese 5S Concept & Kaizen, Former JASTECA
President

Mangala Samarajeewa

General Manager, Sri Lanka Telecom

Mahindra Saranapala

Past JASTECA president and Director for Kelani Cable PLC

Ceylon Chamber of Commerce (CCC)

Dhara Wij

Anttoney at Law, Chief Executive Officer

Anushka Wijesinha

Chief Economist (recommended, not met)

Official Organizations of Japan
Organizati

Name

Position

JICA Sri Lanka

Fusato Tanaka

Chief Representative

Toru

Senior Represent

Akio Nakamoto

Senior Representative

Tatsuya lwasaki

Repr

Cabral Indika

Senior Project

JETRO Colombo

Kazuhiko Obama

Resident Repi

Haruna Yamamoto

Assistant Director
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Kenya

— Automotive Industry Research

<Mission period> August 20-23, 2018 (4 working days)
<Mission members >
Kenichi Ohno, Izumi Ohno, Akemi Nagashima (all GDF)
<People at Japanese agencies in Kenya who cooperated with the mission>
JICA Kenya Office: Keiko Sano (Chief Representative), Satoshi Sugimoto
(Senior Representative), Shinjiro Amameishi (Senior Representative),
Masayoshi Kotani (Senior Representative), Anne Olubendi (Senior Program
Officer), Kenji Nakano (Project Formation Advisor)
JETRO Kenya Office: Atsuhiko Naoe (Executive Director) and others

Background and summary

The Kenya mission was organized as part of our policy work in Ethiopia. The
GRIPS Development Forum (GDF) and JICA regularly conduct industrial policy
dialogue in Ethiopia where Japanese FDI attraction is one of the key objectives.
We support the type of Japanese FDI which pursues business interests as well as
generates benefits to the host country in terms of technology and skills transfer
and the improvement of institutions and policies. FDI attraction in Ethiopia
has been promoted by the Ethiopian government as well as MOFA, METI, the
Japanese Embassy, JETRO and JICA on the Japanese side, and the UNIDO.

However, mechanical-type manufacturing (including the automotive sector)
poses many complex policy issues such as upstream and downstream linkage,
proper design of incentives for various processes, reduction of used and parallel
equipment import, safety standards, environment protection and traffic control.
For such subsectors, it is essential that Japanese FDI thoroughly understand
the intention and policies of the host government and, in turn, the Ethiopian
government fully grasp the difficulties faced and requests made by interested
Japanese firms. A venue for mutual discussion should be created in addition to
standard investment seminars and visits. Ethiopia is attractive to investors for its
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potentially large domestic demand, proactive industrial policy and low wages,
but its poor investment climate (which includes the shortage of foreign exchange)
and the low quality and productivity of industrial human resource pose major
problems for Japanese FDI. A serious discussion between Ethiopia and interested
Japanese firms on concrete issues will surely contribute to the removal of these
problems as well as the policy learning of the Ethiopian government.

GDEF is assisting the Ethiopian metal and engineering sector through the Metal
Industries Development Institute (MIDI). One of the cooperation components,
in light of the above aim, is to promote in-depth dialogue between Japanese
automotive and construction equipment makers and the Ethiopian authorities.
During the last several months, GDF has interviewed Japanese firms in this
subsector which already export Complete Built Units (CBUs) to Ethiopia, and
their Ethiopian local partners, in Tokyo and Addis Ababa, to understand their
interests and difficulties toward local assembly. Results have been reported to the
Ethiopian government (a letter to PM Abiy; a memo to the Chief of Staff at PM
Office, the Minister of Industry, the State Minister of Industry in charge of the
metal and engineering sector, MIDI and PSRC).

Through this preparatory work, it has become clear that most Japanese
automotive and construction equipment makers have compared Kenya and
Ethiopia, then chosen the former to locally assemble vehicles. Their reasons for
preferring Kenya have also been studied. To further deepen this research, we
organized a trip to Kenya to examine more closely the automotive market and
policy of Kenya, as well as the situation and problems faced by Japanese firms in
Kenya and their local supplier firms.

The major findings are as follows. First, Kenya has a relatively solid industrial
base due to its long history of industrialization and business activities of overseas
Indians. Second, the Kenyan automotive strategy is drafted with a strong private
initiative. Third, the incentive system for attracting vehicle assembly is mostly
reasonable (though problems remain) in comparison with Ethiopia. Fourth, local
supporting (component) industries are emerging, though not yet great in number.
Fifth, duty-free export to EAC’s member countries is beginning via the customs
union agreement (however, the market size of neighboring countries is not very
big). Sixth, Kenya faces no foreign exchange problem. Ethiopia may look to the
Kenyan automotive policy with its strengths and weaknesses as one interesting
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model, or a benchmark, to improve its own policy with selectivity and necessary
adjustments.

We have also noticed several interesting differences about Kenya’s industrial
support strategy in comparison with Ethiopia’s. For guiding kaizen, the Ethiopian
Kaizen Institute (EKI) is far more advanced than Kenya’s National Productivity
and Competitiveness Center (NPCC) in terms of staffing, organization and top
political commitment. However, Kenya has a broader policy menu of human
resource and organization enhancement. The activities of the Kenya Institute of
Business Training (KIBT), supported by JICA, cover productivity and quality,
management and marketing, and finance. This can be a model when Ethiopia
conducts handholding assistance to SMEs. In addition, the Kenya Industrial
Research and Development Institute (KIRDI), with a long history of technical
support services, assists SMEs just like Japan’s Kosetsushi. KIRDI does not
visit target companies, but offers such services as production equipment rental
and technical support for product development, testing and certification and
consultation. Toyota Kenya Academy (TKA) is a technical training center for
Toyota-related staff and car dealers but it also offers courses to street mechanics
and other citizens as part of its CSR activities. This is an interesting case where
Japanese knowledge is transferred to the local community through a private

initiative.

1. The automotive market and tax structure

The following information was collected from the Ministry of Industrialization',
Toyota Kenya, JETRO, JICA and others.

In the past, Kenya’s automotive and its component industries had reached a
certain development stage. But it subsequently experienced a serious decline due
to the liberalization policy introduced by international organizations in the early
1990s. Permission of import of CBUs led to a huge inflow of used cars which
weakened or even destroyed local automotive and parts industries.

The vehicle sales volume in more recent years are as follows.

' The ministry’s official name, after the recent restructuring, is the Ministry of Trade, Industry
and Cooperative, but many people continue to call it the Ministry of Industrialization. We
also use this name in this report.
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Total Of which
Used cars | New passenger cars Newvce(;lrilzrlrézrmal
2014 84,335 67,059 8,187 9,109
2015 96,996 77,473 8,540 10,983
2016 70,965 57,130 6,340 7,495
2017 84,788 73,921 5,400 5,467

The sales peaked in 2015 but became stagnant thereafter. This was partly due
to the political uncertainty caused by the 2017 presidential election and partly due
to the lowering of commercial bank lending interest rate ceiling from 17% to 14%
in February 2017 and the credit crunch it caused (banks no longer lend to vehicle
buyers). Used car sales are recovering from 2017 but sales of new vehicles remain
weak. In 2017, the share of used cars in total sales was 87% while the sale of new
passenger cars and new commercial vehicles was 6% each. Among new sales,
Japanese makers dominate in both passenger cars and commercial vehicles, with
Isuzu (34%), Toyota (20%), Hino (3%) as major players.

For reference, the total vehicle sales in Ethiopia in 2016 was 28,020 used
vehicles (of which Toyota occupied 76%) and 7,500 new vehicles (of which
Toyota occupied 68%; but MOENCO sales was 22% only). Toyota is more
dominant in Ethiopia. Comparing the two countries, Kenya has larger total sales
as well as greater penetration of used cars.

The automotive tax structure in Kenya is relatively simple and basically does
not differentiate passenger cars and commercial vehicles. CBUs are levied with
an import duty of 25% and an excise tax of 20%. Meanwhile, Complete Knock
Down (CKD) units are exempted from both import duty or excise tax, which
means the tax difference between CBU and CKD is 50% (taxes are multiplicable
so CBU price rises to 1.25%1.20=1.50 while CKD is 1.00). There are additional
charges such as VAT (16%), import declaration fee (2%), railway development
levy (1.5%) and MSS Trade levy ($1.75/ton/20 feet). These are common to all
imports and do not affect the price difference between CBU and CKD. However,
there are specific treatments for special vehicles and designated components of
CKD?. For details, please see the appendix.

2 Among passenger car CBUs, ambulances are exempt from import duty. Among commercial
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In July 2018, an instruction was suddenly issued to raise the excise tax of
passenger cars with relatively large engine capacity, leading to the grievances
of automotive businesses. Specifically, passenger cars (gasoline) of 3000cc or
above, and passenger cars (diesel) of 2500cc or above, now face an excise tax of
30% instead of 20%.

The tax and customs procedure in Kenya is not cumbersome or complex, and
all officers basically say the same things. This situation is quite different from
Ethiopia.

Kenya belongs to the East African Community (EAC) and it is the most
industrialized nation among its members. Under its customs union arrangement,
if intra-regional tariffs are removed, vehicles assembled in Kenya can be exported
to other member countries duty-free. This policy is legally already in effect, but
there are reports that this has not been enforced on the ground level. But it is
reported more recently that commercial vehicles assembled in Kenya began to
cross EAC borders with no tariffs charged.

The Common External Tariff (CET) of EAC is supposed to stipulate the same
tariffs on imports from countries outside EAC. There is common benchmarks,
but the reality is that each EAC member country imposes different import
duties to imports originating in non-member countries. EAC is also discussing
the possibility of unified vehicle age restriction on used car imports. Kenya is
proposing to reduce the maximum vehicle age for used car imports from 8 to 5
years, and hoping to reduce it further to 3 years in the future. But some observers
predict difficulty in early agreement due to different interests of member states,
resistance from used car dealers and the problem related to vehicle inspection
cycles on the exporting side.

Regarding motorcycles, the new vehicle sales is about 200,000 units and
increasing. There are few used motorcycles in the market. Motorcycles with
large engine displacement, made by Chinese and Indian producers, are popular.
Among Japanese firms, Honda started local assembly of 110cc and 125cc models

vehicle CBUs, agricultural vehicles are exempt from import duty. Among passenger car
CKDs, positive import duties are levied on designated 17 components. For motorcycles,
CBUs face an import duty of 25% and an excise tax of 10,000 KSh per unit, while CKDs
face an import duty of 10% and no excise tax. CBU and CKD are the only official distinction
in Kenya (there is no definition for SKD). Pickup trucks with single cabin are treated as
commercial vehicles while those with double cabin are treated as passenger cars.
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with the production size of 15,000-20,000 units per year and the market share
of nearly 10%. Yamaha also assembles 110cc class vehicles but its share still
remains small, about 1%. Kenyan motorcycles are mostly used as motorcycle

taxis, especially in rural areas.

2. The Ministry of Industrialization

We have received the following information from Mr. Wabwile Simiyu
(Assistant Director of Industries) of the Ministry of Industrialization.

Up to present, Kenya’s automotive policies have been fragmented. We are about
to complete the first integrated automotive policy. We will have final meetings
with the stakeholders, seek cabinet approval, then publish it in the gazette. This
will be a cabinet decision rather than a law. We hope it will be ready by October
2018. This policy has been formulated from the views of the stakeholders. More
specifically, KAM produced the zero draft which was examined and revised by
the Ministry of Industrialization and the Treasury, to balance policy concerns
and manufacturers’ interests. Measures for passenger cars, commercial vehicles
and motorcycles are integrated in this policy. Therefore, stakeholders in all these
subsectors were gathered in one place to hear their opinions. KAM is the main
lobbying body but we also discuss with Kenlnvest as well as individual firms.
Automotive brands in Kenya include Isuzu, MAN, Volvo, Tata, and Chinese
makers. As for passenger cars, VW and Peugeot are engaged in assembly but
Toyota is not>.

Information on automotive import duty structure can be downloaded from the
Treasury’s document, “Budget Policy Statement Kenya 2018.” We also sometimes
negotiate with individual firms for special agreements but such information is not
included in the policy document or gazettes.

The main aim of the automotive policy is to reduce CBU and increase CKD*. For

Plants that do physical assembly works in Kenya are Isuzu, KVM and AVA. Toyota
assembles one of its vehicles at AVA, but the Kenyan authority does not recognize Toyota as
an “assembler.” In 2017 there was a press report that AVA was to assemble Peugeot vehicles,
but this did not actually take place. There is information that KVM is assembling a small
number of Peugeot at present.

CBU means import of finished vehicles. As for CKD, Kenya seems to use this term with
an added meaning that it is a local assembly activity which uses domestically produced
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this purpose, there is a tax difference of 50% (import duty and excise combined)
between CBU and CKD. In addition, we are considering to reduce the corporate
income tax from 25% to 15% for firms that achieve high local contents. Our main
interest is commercial vehicles. Moreover, there is a negotiation going on at EAC
to shorten the age limit for used car import from 8 to 5 years. As for motorcycles,
Honda is leading the effort to increase local contents from the current six to 30
components. Other motorcycle producers, including Chinese and Indian, must
follow. Localization of automotive components is more difficult. In the past,
there were Kenyan suppliers producing parts for Isuzu, but they disappeared after
the imposition of structural adjustment and liberalization in the 1990s. We are
trying to revive them but it is difficult.

Industrial human resource is critical for increasing local contents. TVET
institutions and universities offer training but there is a gap between their
programs and industrial needs. We are telling these institutions to work closely
with industry. Problems exist in instructors, equipment and curriculums. The
Ministry of Labor has the National Industry Training Agency (NITA) which
operates in five regions. NITA imposes levy on firms which can be withdrawn if
the firm trains its workers. This is a policy for all sectors and not specific to the

automotive sector.

3. KAM

We met Mr. Jackson Wambua and Mr. Simon Githuku of the Kenya
Association of Manufacturers (KAM). Mr. Jackson is a researcher in charge of
drafting Manufacturing Priority Agenda, an annual report of KAM containing
manufacturing industry analysis and policy requests.

KAM is an industrial lobbying body consisting of 1,124 member firms. It is
divided into 12 manufacturing sectors and 2 service sectors, and a responsible
officer is attached to each of them. The automotive sector is further divided into

components designated by the official list. This should actually be called a localization
policy. At present, 17 items are designated as domestically available and therefore mandatory
components. If an assembler chooses to import them, there will be positive import duties
levied on these components. The government is considering expanding this list in light of
development of the Kenyan automotive industry and its component suppliers.

232



Kenya — Automotive Industry Research

4 subsectors (components, body, assembly and motorcycles) and boasts a total of
over 100 member firms. Exporters, importers and vehicle dealers and sellers are
not included. KAM publishes Manufacturing Priority Agenda every year. The
latest edition presents five pillars, 32 agendas and 92 actions. These are proposals
of cross-sectional actions except automotive-related actions (drafted by Mr.
Jackson) which are sector-specific action proposals.

The automotive sector in Kenya is still an infant industry. The component
industry is particularly weak. Meanwhile, body makers are many and increasing.
Assemblers are Isuzu, AVA (which manufactures trucks and buses) and KVM
(which manufactures for VW)* Toyota does not assemble yet®. There are about 50
automotive component suppliers among KAM members.

Our policy lobbying this year focuses on two issues. First, Kenya does not
yet have a National Automotive Council unlike Morocco. Organizations are
scattered and there is no unified system or documents. We propose to create
a hub organization in the latest Agenda. Second, it is important to reduce the
number of vehicle types. By having fewer chassises and models, suppliers can
concentrate on a limited number of components. The component list for CKD in
1993 is too narrow and must be expanded [this is a list of domestically available
components and assemblers must pay additional import duties if they choose to
import them]. Isuzu is assisting local suppliers as a private firm. However, there
is no government policy for component supplier enhancement yet.

There are two lobbying channels for KAM. For issues related to taxes, import
duties and privileges, lobbying is conducted in the process of Budget Process
hearing organized by the Treasury. For issues unrelated to money, KAM works
with the Ministry of Industrialization and other relevant ministries. KAM’s
counterpart at the Ministry of Industrialization is Mr. Mahinda (Director, State
Department of Industrialization & Acting CEO of SEZ Authority). At any rate,
it is praiseworthy that private industrial associations led by KAM work closely
with relevant ministries and directorates of the government, and participate very

5 Tsuzu plant is in Nairobi, Associated Vehicle Assemblers (AVA) is located in Mombasa and
Kenya Vehicle Manufacturers (KVM) is based in Thika.

¢ See footnote 3. Toyota commissions assembly work to AVA. The public and private sector of
Kenya recognize AVA as assembler, not Toyota. KAM’s policy document to the government
in 2018 also includes the request for Toyota to start CKD assembly.
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actively in the Budget Process and the drafting of a new automotive policy. This
reveals the long history and depth of activity of Kenyan private firms. Ethiopia
can learn much from such policy-oriented public-private partnership.

The process of the first lobbying channel mentioned above (with the Treasury)
proceeds as follows. KAM collects tax-related issues and requests from member
firms (starting in November each year), which KAM summarizes for each sector.
Any conflict of interests among member firms is adjusted and resolved within
KAM at this point. If there is any policy issues specific to any sector, a Note is
compiled. Among 14 sectors, some do not present such requests and issues. The
KAM'’s integrated document of policy requests, over 100 pages, is submitted to
the Trade and Tax Committee of the government (February). Thereafter, KAM is
called to the Budget Process hearing where it spends more than one day to discuss
with the government (end April). KAM is the leading stakeholder in this policy
process.

The requests by KAM are included in the Budget although there may be
some modifications by the government (end June). The parliament approves the
budget around September. KAM is sometimes called to the parliament for further
explanation. Manufacturing is one of the Big Four Agenda (universal healthcare,
manufacturing, affordable housing, food security) of President Uhuru Kenyatta.
But if the government faces a budget crisis, not all requests of ours are approved.

We define CKD as vehicles without tires and SKD as vehicles with tires [we
are puzzled by this definition]. For motorcycles, there is no definition of SKD
or CKD. For this subsector, the target is to increase the number of component
suppliers from six to 30.

Four months ago, Kenya submitted a proposal to EAC to reduce the age limit
of used car imports from 8 to 5 years. But Tanzania and Uganda may object.
Previous presidents of these nations and our country had personal rapport, but it
is lost now. Nevertheless, we hope this proposal is approved within 2019.

4. Toyota Kenya and Toyota Kenya Academy

The government suddenly declared August 21 as a national holiday. Despite
this, Mr. Yasuhito Naka (Sales & Marketing Executive Coordinator, Toyota
Kenya) and Mr. Hiroyuki Ishikawa (Technical Advisor, Toyota Tsusho East
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Africa) kindly received us on that day at Toyota Kenya, Toyota Kenya Academy
and related facilities (bonded warehouse, used car sales, parts center and Hino
truck center).

The former entity of Toyota Kenya (TKEN) was founded in 1962, and TKEN
was established in 1999. It now has 527 staff and deals in Toyota, Yamaha
and Hino products. In the nice and spacious showroom, we were introduced to

Toyota’s main models in Kenya, including:

Land Cruiser 200 VX (made in Japan)

Land Cruiser Prado (New Prado 2019, made in Japan)

Land Cruiser 79 Double Cabin Pick-up (boxy style, made in Japan)
Land Cruiser 79 Single Cabin Pick-up (assembled at AVA, body made for
safari use)

3 types of Hilux (2WD or 4WD, single or double cabin)

Hilux (made in South Africa, bodywork by Sai Raj)

Fortuner (using the same platform as Hilux)

Rav4 (made in China, Japan or Canada)

Rush (made by Daihatsu Indonesia)

Hiace (made in Japan, with floor and seats mounted by MCI)
Corolla (made in South Africa)

The main customers of Toyota are government (including military and police)
and projects. Toyota locally assembled Corolla until 1997, Hilux until 2005 and
Hiace until 2006 through production contract with AVA, a company now under
Simba which has relationship with the Mitsubishi Group. Land Cruiser 79 has
been locally assembled continuously at AVA for 41 years from 1977 to present.

We also visited Yamaha Motorcycle Plant adjacent to Toyota Showroom. Mr.
Naka was the key person for establishing this plant. There were many boxes of
CBU, CKD (especially compact packaging, 100% imported components) and
SKD (semi-assembled) motorcycles. The production line has the capacity of eight
processes, 16 workers in two shifts and 100 units per day. At present, production
is less than 10 units due to small demand. Yamaha Crux 110cc is assembled here,
with all other models imported as CBU. Chinese motorcycles carry similar prices
but have more power, up to about 170cc, which make them more popular with
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motorbike taxis. Yamaha Riding Academy offers training for safety riding.

In 2017, Toyota new car sales were 2,097 vehicles of which 1,485 were
commercial vehicles and 612 were passenger cars. Toyotsu Auto Mart Kenya, a
related entity established in 2010, sells used cars of Toyota and other brands with
a turnover of 941 vehicles in 2017. The Kenyan vehicle market is dominated by
used car sales (80-90%), where Vitz, Corolla, Rav4 and Harrier are among most
popular. Vehicles in good condition with the age of 6 to 7 are imported cheaply
from Japan, and some importers even practice illegal under-invoicing. It is tough

to sell new cars when used cars are so popular.

Toyota Kenya Academy (TKA) is a technical training center established in
2014. A new 3-story building with an open top terrace looks down on other
Toyota-related facilities nearby. It trains staff and dealers of Toyota, Yamaha
and Hino not only in Kenya but in neighboring countries. The current number of
instructors is seven, and Mr. David M. Kibera (Toyota Kenya Technical Training
Manager) received us. Mr. David started as an intern at Toyota Kenya, studied at
a college and now is one of the top instructors in the East African region.

Training courses are in three types. First, TKA provides technical training for
Toyota-related staff, dealers and certified service centers in Kenya, as well as
Toyota-related organizations in East Africa and English-speaking Sub Saharan
Africa. Second, it also offers maintenance and repair training for street and
informal mechanics in Kenya at reduced cost as a CSR activity in the framework
of Toyota Kenya Foundation (twice a year, open competition basis). Third, there
are open courses for general public in agro machinery, forklift, motor grader,
small cranes, soft skills and entreprencurship.

Among these, the first courses (called “Team 217) are further divided into
parts, body, foreman and service front office, each for one-week duration.
Internal training for Toyota staff and dealers in Kenya is provided free of charge,
and training for Toyota-related staff in other countries is charged with fees.
Dispatching organizations must announce for whom and when training needs
to be conducted six months in advance. TKA opened in 2012 with 43 courses
with 493 trainees in that year, which grew to 164 courses with 1,818 trainees
in 2017. The second courses select outside mechanics and teaches six modules
(each for one week) over six months with a capacity of 30 trainees per year, for

236



Kenya — Automotive Industry Research

which thousands apply. The third courses are short-term training where JICA
senior volunteers in agro and construction machines assisted its establishment.
The premise has technical workshops, Kaizen Dojo where customer relations
for service and parts are learned through roll play, a number of classrooms, and
relaxing spaces such as a tea room, balcony and top terrace.

Toyota Tsusho East Africa, located in Kenya, also covers fertilizer and logistics
as well as other miscellaneous businesses which CFAO, a company which Toyota
Tsusho acquired recently, conducts in different parts of Africa.

Among Japanese firms, Isuzu (trucks) and Honda (motorcycles) also engage in

vehicle assembly in Kenya but the mission were not able to visit them this time.

5. Local component suppliers

In comparison with other African countries, Kenya’s manufacturing base is
relatively well developed. This may be due to the long history of contact with
Indians, the absence of regimes which suppressed or annihilated manufacturing,
and/or relative diligence of Kenyan labor. Driving from the airport to the
center of Nairobi, one can see a large number of plants and commercial estates
on both sides of the main road. As mentioned many times earlier, Kenyan
industrial establishments were decimated by economic liberalization imposed
by international organizations in the early 1990s, in which automotive assembly
and component industries were no exception. The present may be part of a long
recovery and rebuilding period. The mission visited two local supporting industry
(component) firms which had business relations with Japanese firms and received
JICA support. Both of them were overseas Indian firms.

<Megh Cushion Industries (MCI)>

MCI was founded in 1976, originally a furniture producer, and started vehicle
interior production for GM and Isuzu in 1979. Nissan, Toyota and VW were later
added as its customers. It is a third-generation Indian firm. Mr. Pavit S. Kenth
(Technical Director), first explained to us that the revision of localization policy
in 1994 caused a large inflow of used and completed vehicles and destroyed
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domestic production’. There were more than 30 component firms in the past
which are now reduced to about 20, with MCI also forced to scale down. This
firm produces vehicle seats and related components to the tune of 20,000 trim kits
per year, and we toured its production facilities.

In 2013, Honda started motorcycle assembly in the adjacent factory, and MCI
became one of its suppliers providing processed sheet metal and pipe components
for Honda. This permitted MCI operation to grow dramatically because Honda
produces roughly 20,000 units per year and the same number of components
need to be supplied. Specifically, Honda offered technical support to MCI from
2013 to 2016, sending four engineers to conduct the initial assessment analyzing
the quality, cost and processes of parts supply, material certification, welding,
powder coating, etc. MCI is rebuilding its plant to a 4-story, 4,000m? space with
an introduction of new technology and equipment.

Mr. Pavit is also involved in industrial strategy formulation and has strong
interest in the automotive and motorcycle policies deliberated by the Ministry
of Industrialization and KAM. In his opinion, Kenya needs proper incentives for
parts suppliers. Even though automotive policy is driven by the private sector,
it is mainly large assemblers and not local component suppliers that have voice.
He was also keenly interested in our research on automotive and supporting
industry policies in Southeast Asia. He did not know anything about the policies
of Thailand, Indonesia or Vietnam. Information from vehicle manufacturing

countries in Asia may offer a useful benchmark for Kenya’s automotive industry.

<Kenya Coach Industries (KCI)>

KCl is another third-generation Indian firm which does CKD for Isuzu. It buys
engines, chassises, tires and operation decks and mounts bodies on them. It has
300 staffs, mainly engineers and technicians. In 1990, the father of Mr. Narain
Singh Sokhiit (current Managing Director) started bus bodywork as one (the
latest comer) of the eight Suzuki dealers. With a large bus order from Uganda,
the company started to expand. The Kenyan bus market then was dominated by
British Leland Bus, but the father visited individual customers to appeal to the

7 Mr. Pavit kindly provided the mission with Legal Note 363 and Legal Note 489 (Schedule 4)
which are directly relevant to this policy change.
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superior power, economy and maintenance of Isuzu buses. The sales volume,
which was zero in the first year, grew to 50-60 units (30 million KSh) by 1994
and currently to 600 units (3 billion KSh). KCI is the largest Isuzu dealer in
Kenya, and holds finished product inventory for quick response to customer
demand unlike other dealers.

The gravest problem today is a decline of bus sales due to the government
policy that lowered the bank lending rate ceiling. This causes commercial
banks to refrain from making loans, and bus buyers are left with no money. The
government even instructs schools not to borrow money, which completely kills
the school bus market. The rumor that this interest rate ceiling may be lifted in
this autumn makes banks even more reluctant to lend now. At present KCI’s
business is concentrated on trucks with few bus orders. Mr. Sokhi also notes that
private sector proposals are transmitted to the government through KAM and
other organizations, but he feels the opinions of supporting industry firms like
KCI are not heard seriously.

KCI built a new main complex of 2ha, integrating hitherto scattered facilities.
We toured the entire new complex consisting of a large showroom with high
ceiling, fingerprint authentication offices, body workshop, service center, parking
area and party space. All were impressive. KCI’s bold investment approach is
quite different from a typical Japanese firm which starts with minimum investment
and expands step-by-step as business volume increases.

6. Enterprise support services

The mission also visited three of Kenya’s state-run SME support organizations,
KIBT, NPCC and KIRDI, located close to one another, as well as Kenlnvest,
an investment promotion agency. Their services are for all sectors and not
automotive only, but information about their operations is useful in creating
effective handholding support in Ethiopia.

If we compare KIBT, NPCC and KIRDI with Ethiopian organizations, we
notice the following differences. For implementing kaizen, the Ethiopia Kaizen
Institute (EKI), with strong mandate from top leaders, excels any other institute

in Africa in terms of budget, staffing, organizational structure and dissemination
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activities®. EKI teaches kaizen extensively to not only factories but also public
sector organizations and service sectors, and leads city-wide kaizen and national
kaizen movement. However, EKI guides only kaizen. By contrast, KIBT with
JICA support provides a more comprehensive enterprise support including
management, marketing and corporate finance as well as kaizen and 5S. This
can be a model of handholding in Ethiopia®. Separately, KIRDI is a technical
support institution with broad sector coverage, combining the functions of
Ethiopia’s LIDI, TIDI and so on. Unlike Ethiopian counterparts, KIRDI does
not visit individual companies regularly for monitoring or updating information.
On the other hand, KIRDI has many facilities for product development, testing,
certification and production which are very actively used by local SMEs. The
three institutes and Kenlnvest are explained below.

<Kenya Institute of Business Training (KIBT)>

KIBT is a training agency under the Ministry of Industrialization. The Nairobi
headquarters has 12 staff and field offices have additional nine staff. It was
established in 1965 and underwent several name changes and changes in the
supervising ministry (originally under the Labor Ministry), and became KIBT in
1980. The mission met Ms. Catherine W. Waweru (Acting Director) and several
Master Trainers. For a long time, KIBT has taught short courses on management,
accounting, marketing and the like to SMEs and micro establishments, with
a typical course lasting three days and charging SO0KSh. In addition to these
courses, it received JICA cooperation on Human Resource Development for
Industrial Development from August 2015 which started a new program targeting
small and medium firms. Under the guidance of a Japan Productivity Center
team, it provides business training, consultation services and capacity building by
companies visits. The program also aims to strengthen KIBT’s cooperation with

8 EKI was established under MOI in November 2011 with 11 staff, and has grown to over 100
staff members. It has five directorates covering manufacturing, regional support, public sector
and SOEs, research and certification, and service sectors. In the government restructuring
of October 2015, EKI was moved to the Ministry of Public Service and Human Resource
Development.

In Ethiopia, the bilateral Industrial Policy Dialogue team plans to introduce handholding
support (comprehensive and customized support to selected few firms) in collaboration with
JICA Kaizen Phase IIT and JICA’s new project on Business Development Service.
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other enterprise supporting organizations.

Specifically, JICA’s project offers three pillars consisting of (i) productivity
and quality management, (ii) financial management, and (iii) marketing and
sales, with each eligible firm receiving support for one year (Ethiopian kaizen
includes (i) but not (ii) or (iii)). In reality, depending on each firm’s preference,
only two of the three pillars may be provided. Firms are coached in the Japanese
way, by first consulting the firm for agreeing on the theme and schedule, then
weekly homework is given for checking progress. The initial project period of
three years was extended by an additional year (until September 2019). So far
18 firms have been improved with JICA budget and 2 firms have been improved
with KIBT budget. At present only firms in the Nairobi area are assisted, but
firms located in other counties must also be targeted. For training of trainers, 18
Master Trainers who go to companies with JICA experts and absorb guidance
knowledge have been certified, of which nine are KIBT staff and the rest are
from other state organizations!'®. There are a few headquarter staff and field staff
who have not received training from JICA experts, but they will in time become
certified trainers through the teaching of current Master Trainers. KIBT may be
able to guide firms even without JICA support, but problems remain with the
quality of trainers and the budget. The funding will be expanded by diversifying
sources from state to ministries, other institutions and consultation fees paid by
benefiting companies.

<National Productivity and Competitiveness Center (NPCC)>

We met Mr. Solomon Kuloba, Mr. Nelson Gaitho and Mr. Samuel Mulei at
NPCC, two of whom have received training by the KIBT-JICA project mentioned
above. NPCC is a productivity agency under the Ministry of Labor. It rents space
within the KIRDI complex. The Center has an old origin and went through
restructuring in 2002, 2007 and 2015. The number of experts has increased from
5 to 30. However, some are without experience in gemba (production sites), and
some move to other offices after receiving JICA training, which is a problem.
JICA’s Productivity Improvement Project supported NPCC from March 2012

10" Apart from KIBT, staffs at NPCC and the Chamber of Commerce were also trained by JICA
experts. KIBT has 12 staff at headquarters and nine experts in seven countries. It expects all
of its staff to become Master Trainers through the one-year extension of the JICA project.
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to February 2014, teaching company consultation and service, and fostering
productivity dissemination leaders. This project is over, but NPCC still receives
cooperation from METI/JPC in the framework of Pan African Productivity
Association (PAPA)!'. Some experts retire at age 60, and vacancies are filled by
recruiting new university graduates, who need to be trained. Activities of NPCC
include awareness (public relations), external seminars and research. According
to NPCC survey, only 1% of population recognize the importance of productivity.
This ratio must be raised to 60% by 2030.

Last year, NPCC’s Productivity Improvement Program (PIP) for manufacturing
actually improved nine firms against the target of 12. It wants to target 20 firms
this year. Cooperation with government Ministries, Departments and Agencies
(MDAs) is also beginning with pilot programs at the Ministries of Labor,
Planning and Agriculture. NPCC first obtains agreement from the top and
concludes an MOU, then goes to directorates and sections for training and kaizen
implementation. Following the Japanese method, 58S is introduced at one or two
places at first, checking the progress every two weeks and later every months, for
a total of six months.

In cooperation with the Ministry of Education, NPCC also plans to teach public
servants above Director level at the Kenya School of Government (equivalent
to Ethiopia’s Civil Service University). Currently, a new law governing the
Productivity Council and productivity policy is under deliberation in the
parliament. NPCC hopes it will pass within this year. This law will grant a status
of Department to NPCC with greater autonomy'2.

<Kenya Industrial Research and Development Institute (KIRDI)>

We met Mr. David K. R. Tuigong (CEO), Mr. Nicodemus Mutinda (Deputy
Director Corporate Services) and Mr. Calvin Onyango (Research Scientist).
KIRDI is a technical support center established in 1914 during the British colonial
rule. It was formerly called Commonwealth Scientific Industrial Research (CSIR)

" METI/JPC cooperation is from April 2018 to March 2019. Previously, JPC also supported
the organization and human resource of NPCC from 2006 to 2011 in the framework of a
METI-commissioned project.

12 Increased autonomy of NPCC would allow commercial fee-based company consultation,
which would strengthen its financial base.
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and similar centers existed in Ghana, South Africa, Tanzania, India, Canada
and Australia. After independence, the Institute served Kenya and neighboring
countries. From 1979, it was renamed KIRDI, serving only Kenya. It now has
a total of about 100 staff at the headquarter complex, another office in Nairobi
and one other office in Kisumu. Additionally, it has many satellite offices across
Kenya.

Supported sectors include food processing, leather, textile (cotton), energy
(including bio fuels), chemicals (soap, shampoo and cosmetics) and environment
(energy saving and clean manufacturing). KIRDI also has sections that do
equipment maintenance and research. It covers natural material-based products
rather than automotive, machinery or electronics. Nevertheless, its functions are
similar to what Kosetsushi does in Japan. KIRDI has laboratories and various
equipment, which offer testing, training, product development and production
services to SMEs for a fee (subsidized, with greater discounts for SMEs). Service
provision starts only when an SME visits KIRDI. There is often a queue for
facility use so time allocation among firms becomes necessary.

KIRDI targets to support 500 firms per year. The normal support procedure
begins with one-week training, which screens potential firms, followed by
product development of three months to one year duration, then actual production
by renting KIRDI facilities (called Common Manufacturing). KIRDI officials do
not visit firms or monitor the results after the facility use is over. The funding
comes from government budget as well as bidding for domestic and international
competitive projects'>. When KIRDI implements donor-funded projects, staff
salary is paid by KIRDI while equipment and travel cost are covered by donors.
Japan’s ABE Initiative supported seven staff to study in Japan during the last five
years.

The mission toured about the half of the facilities in six buildings in the KIRDI
headquarters. We inspected the development of banana powder, organic ketchup,
spices and peanut butter as well as testing and certification of honey brought in
by producers as 100% pure honey. Bio gas quality check for commercialization

13 Mr. Onyango, who walked us through the labos and production facilities of KIRDI, has
received funding by winning an European project which was jointly bid with a German
researcher. He studied in Germany and has connections there. In addition, Canadian IDRC,
AusAID and EU are KIRDI’s major project funders.
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possibility was also being conducted. Besides these, KIRDI also does the
Subcontracting Program, which strengthens the capacity of local enterprises to
be linked with domestic or foreign buyers. This includes, for example, supporting
farmers who process mango pulp for Del Monte’s mango juice, and an SME
producing an arc welding equipment by the order of a buyer.

<Kenya Investment Authority (Kenlnvest)>

Kenlnvest, established as an investment promotion center in 1983, was upgraded
by law to the present status. Similar agencies in Ireland, Egypt and Portugal were
benchmarked for its creation. The current staff is 65 against the budget allocation
of 90 staff. It consists of four directorates: Promotion, Facilitation, Aftercare
and Research/policy. Promotion engages in investment attraction activities in
accordance with the government’s policy (Big Four). Facilitation provides one-
stop service for investors in registration, licensing, permissions, etc. Aftercare
monitors new and/or important projects every six months and solves problems if
any (later, monitoring every year or when requested). Research/policy conducts
various studies on markets, sectors and policies. Kenlnvest cooperates with
relevant ministries and KAM as needed. Negotiations with member countries at
EAC/CET are a big challenge for Kenya because there are always some countries
that disagree.

Investors do not have to come to Kenlnvest if they choose to do necessary
procedures by themselves. For this reason, Kenlnvest does not have comprehensive
information about investors in Kenya. We asked for recent data on FDI inflow,
but that information was available only from the National Bureau of Statistics.

Kenlnvest follows best investment promotion practices in the world. Ms. Sheila
Nyamweya, whom we met, was responsible for Aftercare support of medical
service investments. She was highly intelligent. She was interested in official
matching services between FDI and domestic firms in Southeast Asia (especially
Thailand), so we sent her related documents later.
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Appendix 1. Vehicle Tax Structure in Kenya

Description Customs duty Excise tax VAT Sur tax
1 | Passenger car CBU 25% (i) 20% 16% --
2 | Passenger car CKD 0% (ii) 0% 16% --
3 | Commercial vehicle CBU 25% (iii) 20% 16% --
4 | Commercial vehicle CKD 0% 0% 16% --
5 | Motorcycle CBU 25% Ksh10,000 /unit 16% --
6 | Motorcycle CKD 10% 0% 16% --

Notes: (i) 0% for ambulance; (ii) positive rates apply for designated 17 part items; (iii) 0% for
agricultural use vehicles.

- In addition to above, there are import declaration fee (2%), railway development
levy (1.5%) and MSS Trade levy ($1.75/ton/20 feet). Automotive firms say
these are manageable and not too cumbersome.

- From July 2018, the excise tax on passenger car (gasoline) of 3000cc or greater
and passenger car (diesel) of 2500cc and greater has been raised from 20% to
30%.

- Pickup trucks (single cabin) are classified as commercial vehicles and pickup

trucks (double cabin) are classified as passenger cars.

East African Community (EAC) Tariff Regulations

- Intra-regional tariffs for CKD vehicles should be 0% but was not implemented
on the ground; there is a report that this has begun to be implemented recently.

- For Common External Tariffs (CET), there are benchmarks but each member
country actually levies different rates.

- EAC common vehicle age restriction is under discussion. Kenya proposes the
maximum permissible vehicle age for used car import to be reduced from 8 to 5

years; but member countries may object.

Sources: Multiple industrial sources in Kenya, August 2018.
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Appendix 2. Vehicle Tax Structure in Ethiopia

Description Customs Excise tax VAT Sur tax
duty

1 | Cylinder capacity 1000-1300cc 35% 30% 15% 10%

2 | Cylinder capacity 1301-1800cc 35% 60% 15% 10%

3 | Cylinder capacity 1801-3000cc 35% 100% 15% 10%

4 | Cylinder capacity exceeding 3000cc 35% 100% 15% 10%
C-cabin and single cab — carrying o o

3 capacity not exceeding 1500 kg 35% 0 15% 0

6 Public transport — seating capacity less 359 0 15% 0
than to 15 passengers

7 Public transport — seating capacity 10% 0 15% 0
greater than or equal 15 passengers

8 | Truck 10% 0 15% 0

9 | SKD 50, Slmllar tolupto8 dependlng on

cylinder and seat capacity
10| Duty Free vehicles Free of tax

- Ethiopia is a country with high tax rate.

- On high end vehicles like Land Cruiser VX, the tax when summed up reaches
256% of CIF value of the vehicle, and on small passenger vehicles it reaches
132% of the CIF value.

- For used cars, the tax rates are the same as the above table depending on their
cylinder capacity. But a maximum of 30% depreciation (10% for every year since
manufacture) is deducted from the CIF price to calculate to the duty paying value.

Local Assembly Tax advantage and local value added (LVA) rule

- The government rule is that SKD benefits 30% import tax reduction provided that
LVA is 30% or above.

- There is no clear official rule concerning LVA calculation. It is unclear whether
LVA is calculated on CIF basis or ex-assembly factory basis. Furthermore, the
rule does not mention what constitutes locally manufactured components or parts.

- The regulation is under review to make it more attractive to investors of the

automotive sector.

Sources: Multiple industrial sources in Ethiopia, August 2018.
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Mission Schedule (August 2018)

August 19 (Sun)
August 20 (Mon)

August 21 (Tue)

August 22 (Wed)

August 23 (Thu)

Arrive in Nairobi from Ethiopia

Safety briefing at JICA Kenya Office

Mr. Wabwile Simiyu, Assistant Director of Industries,
Ministry of Industrialization

Mr. Atsuhiro Naoe, JETRO Executive Director, and others
Ms. Catherine Waweru, Acting Director, and Master
Trainers, Kenya Institute of Business Training (KIBT)
Mr. Jackson Wambua and Mr. Simon Githuku, Kenya
Association of Manufacturers (KAM)

Dinner with Ms. Keiko Sano, JICA Kenya Chief
Representative, and JICA Senior Representatives

Visit Toyota Kenya to meet Mr. Yasuhito Naka, Toyota
Kenya, and Mr. Hiroyuki Ishikawa, Toyota Tsusho East
Africa

Visit Toyota Kenya Academy escorted by Mr. David
Kibera

Tour Toyota-related facilities

Ms. Sheila Myamweya, Aftercare, Kenlnvest

Mr. Pavit Kenth, Technical Director, Megh Cushion
Industries (MCI)

Mr. Narain Singh Sokhi, Managing Director, Kenya Coach
Industries (KCI)

Mr. Solomon Kuloba, Senior Assistant Director, and other
experts, National Productivity and Competitiveness Center
Mr. David Tuigong, CEO, Mr. Calvin Oyango, Research
Scientist, and others, Kenya Industrial Research and
Development Institute (KIRDI)

Leave Nairobi for Japan (I. Ohno and A. Nagashima) and
Ethiopia (K. Ohno)
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Myanmar
— SEZ, Automotive and Apparel Research

<Duration> November 26-29, 2019 (4 working days)
<Members from Japan>

GRIPS Development Forum (GDF): Kenichi Ohno, Sayako Uesu

JICA Research Institute: Izumi Ohno

JICA Headquarters: Hironobu Murakami, Toru Homma
<Member from Myanmar>

DICA Investment Promotion Advisor: Takafumi Ueda

Executive Summary

In the context of our Ethiopia-Japan Industrial Policy Dialogue, the purpose
of this mission was to collect industrial policy information on Myanmar, which
is at a similar or slightly advanced stage of economic development compared to
Ethiopia. The three main topics were automotive policy, industrial park (SEZ)
policy and the status of the garment industry. Valuable information was obtained
on all these topics. Needless to say, Myanmar’s experience cannot be directly
copied to Ethiopia, so policy learning must be done with selectivity and necessary
adjustment.

Regarding automobiles, the Myanmar market used to be dominated by used
cars, like present-day Ethiopia. This situation suddenly changed when the
government recently began to reduce used cars (mostly imported from Japan) by
banning (new) right-hand drive cars' and car registration restriction in Yangon
Region. This greatly and immediately decreased used car imports, prompting
foreign car makers to invest in Myanmar to assemble vehicles. This fact shows
that used car restriction alone can drastically change the domestic car market even

if other automotive policy measures are not yet in place. A similar situation was

' Cars drive on the right side in Myanmar and on the left side in Japan. Up to now, imported
Japanese used cars were driven without changing the steering wheel from right to left.
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also observed in Nigeria. In Ethiopia, too, an effective policy to reduce used cars
policy should be introduced as the first step in an overall automotive strategy. On
the other hand, several key policy decisions to promote domestic car assembly
remain unimplemented in Myanmar, such as selection of priority vehicle models,
definitions of SKD and CKD, and incentives that go with them. The automotive
policy approved in May 2019 stresses the importance of introducing these
measures, but concrete decisions are left for future work. The policy capacity of
the Myanmar government is still low, but it is willing to listen carefully to foreign
advice—including advice from Japanese officials and business leaders—without
showing national pride or ownership very much. In the case of automobiles, the
policy document was crafted by accepting many of the opinions of the Japanese
car makers and the Japanese business community in Myanmar. This is a national
feature not observed in Ethiopia or Vietnam. Acceptance of foreign advice was
also visible in the investment law and the SEZ law, which were already approved.
Japanese car makers seem willing to invest in car assembly in Myanmar even
though policy details are not yet known and the Ministry of Industry, in charge
of automotive policy, was recently dismantled and merged to another ministry.
This may be because the Japanese firms are fairly confident that the Myanmar
government will continue to design an automotive policy which is not so different
from what Japan advises.

A similar story goes with Thilawa Special Economic Zone (SEZ) which was
constructed with Japanese official and private cooperation. There is a severe
shortage of high-quality industrial land in Myanmar. Thilawa SEZ offers
Japanese quality infrastructure service, management and investor support, and
quickly attracted a large number of tenant firms. This was possible because right
people were assigned to manage Thilawa SEZ, including Mr. Set Aung (now
Vice Minister of Planning and Finance) and others who strongly promote Thilawa
SEZ on the Myanmar side, and Mr. Matsui and other JICA experts who run
Thilawa SEZ with dynamism and pragmatism on the Japanese side. Both sides
also cooperate closely. Furthermore, the Japanese Ministry of Economy, Trade
and Industry (MET]I) strongly supported the creation of Thilawa SEZ as Japan’s
top priority. As a result, necessary works progressed smoothly and quickly, the
kind of works that are often delayed or suspended due to politics, bureaucracy or
lack of expertise in most other countries. Even though an SEZ is supposed to be
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outside the domestic law, the autonomy given to the Thilawa SEZ Management
Committee is extraordinary. It can decide such concrete details as the selection and
approval of tenant firms, the criteria for import permission of used machinery and
equipment, the salary scale of ministerial officials seconded to the one stop service,
etc. without consulting the central government and its ministries (Section 2). This
is surprising and unique to Myanmar. The government of Ethiopia or Vietnam
is unlikely to allow so much freedom to lower level agencies or foreigners. Mr.
Aung Naing Oo, Permanent Secretary of the Ministry of Investment and Foreign
Economic Relations, stated clearly that Thilawa was a pilot project to which the
government granted great autonomy to break through normal bureaucracy. On
the other hand, a high-level official of DICA, a national investment agency, noted
that “SEZs are special and have little implications for our work.” We believe
the best practices at Thilawa should be rolled out to all investment projects and
industrial parks in Myanmar. This view is shared by some but not by all officials
on the ground?.

Regardingthe garmentindustry, Myanmaris subjected to political and diplomatic
uncertainties related to economic sanctions during the past military regimes and
current international pressure over the Rohingya ethnic minority problem. When
Myanmar was shut out from the Western market about a decade ago, it turned to
Asian markets for garment export. At that time, a training center was established
through Japanese cooperation and, after a few years of training, 80% of Myanmar
garment firms achieved Japanese quality (we need to check if this was true, not
an exaggeration). In 2015, the EU offered the EBA status to Myanmar, which
opened up the EU market. At that time, the EU began cooperation to satisfy
necessary compliance conditions (labor and environment) for Myanmar firms.
Both Japan and the EU thus provided necessary support for developing country
firms to export to their home market, a pattern also seen in Ethiopia. Regarding
Japanese cooperation, it is noteworthy that product quality of Myanmar firms had
improved significantly and continuously (because international cooperation does
not always produce visible and sustainable outcome). However, it is also reported

that Myanmar garment producers are shifting from the Japanese market to the EU

2 However, it was reported that DICA leaders and officials other than those interviewed have
a more positive attitude toward the Thilawa model and are willing to learn from it.
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market because the EU’s compliance requirement is easier to fulfill than Japan’s
requirement for high product quality. Chinese FDI firms are the largest players
in Myanmar’s garment production. They came to Myanmar because of such push
factors as rising Chinese wages and the US-China trade war. The mission visited
only one Japanese FDI garment firms in the outskirts of Yangon, where the general
director explained that Myanmar workers were available in large quantity but not
in quality, that they were extremely short-sighted and frequent job hoppers, and
even incentives did not stop them from moving between factories. These features
are similar to the problems of Ethiopian factory workers. Minimum wages
were introduced in 2015 and revised in 2017 (the mission did not have time to
investigate further on minimum wages). Currently, wildcat strikes are instigated
by external trouble-makers at many factories, a situation not observed in the past
governments.

Compared with 16 years ago when GDF first visited Myanmar, many changes
are visible in Yangon’s buildings, streets and airport. Cars are newer, high-rise
buildings are being constructed, and a new city bus system (YBS) is in operation.
Japanese FDI firms have also increased®. But such physical transformation is
expectable, and it is also visible in Ethiopia as well as most countries caught in
middle income traps. On the other hand, Naypyidaw was an artificially created
capital city with a lot of greenery. Time wise, the present development stage
of Myanmar is similar to Vietnam 15-20 years ago, even though this depends
on individual items and cases. Ethiopia seems a little behind Myanmar in
many aspects, but ahead of it in certain aspects such as transport and power
infrastructure. More importantly, the characteristics of the Myanmar government
and people are unique and different. Vietnam and Ethiopia are countries with high
national pride and ownership, and they do not easily follow foreign advice even
in fields where they have little prior experience or knowledge. Meanwhile, the
Myanmar government and people are more flexible and open, and express less
national pride or ownership in economic policy. This leads to positive attitude
toward learning international best practices, but the lack of self-directed action is

its negative side. It is reported that, prior to the current government, policy actions

3 The members of the Japanese business association in Myanmar are about 400 at present,
increasing eight-fold in the last eight years. However, the pace of Japanese investments was
rather slow in the last five years.
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were faster and more decisive during the time of President Thein Sein (2011-
2016). It is not clear whether Myanmar’s socio-development will be accelerated
if another proactive government comes to power.

We would like to greatly thank JICA, especially Mr. Homma, for arranging

meetings for this mission and accompanying us to the meetings.

1. Automotive policy

In the past, used car occupied over 90% of road vehicles in Myanmar, and
new car sales was only a few thousand units per year. This situation was akin to
present-day Ethiopia. However, over the period of 2014 to 2017, the government
introduced effectively and in steps a ban on right-hand drive cars and registration
restriction on imported cars in Yangon Region, which dramatically changed the
automotive market. New car sales surged from 4,168 units in 2016 to 8,225 units
in 2017 and 17,500 units in 2018 (MSR data), and the rising trend continued in
2019. As financial institutions and car dealers began to offer car loans, purchasers
expanded from the privileged few to the upper middle class. Most cars in Yangon
streets are still right-hand drive, but new cars with left-hand drive are also
emerging. In this young automotive market, Suzuki, which has its own assembly
plant, is the leading manufacturer. Toyota also decided to shift from 100% CBU
import to domestic assembly at its own assembly plant (under construction in
Thilawa SEZ). Ford, Kia, Nissan and Hyundai also assemble cars locally, but
their assembly is commissioned production at local assemblers without their own
plants. In circumstances where used car imports drastically fell and the new car
market is rapidly growing, Suzuki is expanding its plant capacity and Toyota is
building its first assembly plant in Myanmar. Other manufacturers are also likely
to follow with positive actions®.

Even though the market is expanding, Myanmar is at a very early automotive
development stage, namely SKD. It is not yet clear whether production will move

4 According to DICA (investment agency), cars are assembled by 12 FDI firms and 8 local
firms. Nationalities of FDI firms include Singapore (3), Japan (2), Malaysia (2), China,
Korea, Hong Kong and India. Nationalities and car brands do not necessarily match. For
example, Nissan has invested as a Malaysian firm, and Ford as a Singaporean entity. It is also
necessary to check whether and how much true production is conducted by these registered
FDI car makers.
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up to CKD and local production of components (development of “supporting
industries””) when market size becomes larger. To shift from SKD to CKD and
localization, it is essential to incentivize production of higher domestic value.
However, now that the ASEAN Free Trade Area (AFTA) has already been
implemented inthe region, any member country can import cars and car components
(most of which are Japanese brand cars and components) free of customs duty
from any other member countries’. The problem for Myanmar therefore is how
to provide non-tariff incentives to car makers in a way that does not violate WTO
rules and various free trade agreements (Ethiopia has not yet faced this problem
in a significant way). The current ban on right-hand drive vehicles and Yangon
car registration restriction are not enough for this purpose. For FDI assemblers in
Myanmar, the additional serious problem is how to compete with imports of low-
cost cars (of the same brand) from Thailand and Indonesia where car production
volume is already large and per-unit production cost is therefore low. It is said that
the most formidable rivals for Toyota Myanmar are Toyota Thailand and Toyota
Indonesia. One possible policy option is to provide CBU import quotas (which
increase car model variety) in proportion to the amount of domestic assembly of
each firm. Other policy options should also be studied.

In May 2019, the Cabinet approved the automotive policy prepared by the
Ministry of Industry (Section 4). This policy document can be highly evaluated
for its clear recognition of importance of market volume, selection of priority
car models, definitions of SKD and CKD, incentives associated with them, and
future promotion of supporting industries. These key points are not yet clearly
understood or accepted by Vietnamese or Ethiopian policymakers. As explained
below, this may be because the Myanmar government has accepted many of the
issues raised by the Japanese business association and car makers. On the other
hand, the policy only recognizes crucial importance of these measures while
concrete decisions on each measure is left for future discussion, which generates
great uncertainty for car makers. We are also uncomfortable with the targeting
of large and bold production volume and cars in operation as the policy’s top
priority. We understand that production volume is critically important for the

5 The ten members of ASEAN (Association of Southeast Asian Nations) are Singapore,
Malaysia, Thailand, Indonesia, Philippines, Vietnam, Cambodia, Laos, Myanmar and Brunei.
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automotive industry, but an uncontrolled rapid increase in the number of vehicles
will surely cause traffic congestion, accidents and air pollution. These negative
social impacts should not be ignored or underestimated. If Yangon streets become
like those in Manila or Jakarta, people will start to criticize the government and
car manufacturers. Mounting political pressure may trigger unexpected regulation
on car production and use. Proper balance between production volume and social
consideration is imperative for a healthy and sustainable development of the

automotive industry.

Suzuki

The mission met with Mr. Keiichi Asano, Managing Director of Suzuki
Myanmar Motor, and toured the assembly plant in Thilawa SEZ. Suzuki first
came to Myanmar in joint venture with the Second MOI to produce small
commercial vehicles (Carry & Wagon R) and motorcycles during 1998-2012.
However, the joint venture was dissolved by the Myanmar side. Even after the
plant was closed, Suzuki kept one person to maintain and protect the plant for
possible future operation. In 2012, when President Thein Sein visited Japan,
President Suzuki requested that automotive assembly be resumed in Myanmar.
President Thein Sein agreed, and Suzuki promised to build a new plant in Thilawa
SEZ (which was under preparation). In 2013, production of Carry was restarted at
the old plant, and two models, Ertiga (seven-seater) and Ciaz (sedan) were added
in 2015. In 2018, the new plant in Thilawa began operation and took over the
production of Ertiga and Ciaz. When Swift was added, Suzuki assembled three
passenger car models in Myanmar.

The Suzuki plant in Thilawa has one assembly line with 10 production
processes, of which seven are currently used. There is also a final inspection area.
It has 220 employees, of which 180 are production workers. The plant operates
in two shifts (7:00-15:00 and 19:00-3:35), with 90 workers in each shift. The old
plant is still operative and producing commercial vehicles. It also has the sales
department and a training center.

Suzuki sold 6,000 new vehicles in the first ten years of production operation.
This was the maximum volume allowed by the government. Since Suzuki was the
only car manufacturer supplying new vehicles, its products carried high prices.
Suzuki’s initial plan was to attain 5,000 units per year, but the market grew far
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more rapidly than expected. This prompted Suzuki to expand the plant capacity
and increase the number of production processes. At present (before proposed
expansion), the maximum capacity is 20,000 units per year assuming full two
shifts plus two-hour overtime. Sales was 12,000 units in 2018, and 15,000 units
are expected in 2019. Three passenger car models are equally popular. Suzuki has
53 local dealers. They are required to have maintenance and repair capacity, and
sell only Suzuki.

Suzuki’s Thilawa plant has 20ha but only lha is currently used. It is engaged
in SKD now, but construction of a CKD plant will soon begin in early 2020. The
government has not clarified the definition of CKD, but Suzuki assumes it will
require welding and painting processes. In fact, Suzuki already performs welding
and painting for Carry at the old plant. In the future, Suzuki may close the old
plant and move its functions to the Thilawa plant.

Suzuki meets regularly with DICA, the Ministry of Commerce (MOC)
and MOI. As to the automotive policy, the business associations of Myanmar
(UMFCCI) and Japan (JCCM) agreed to draft a policy proposal and they worked
together for half year and submitted the result to the government. It divides the
next 15 years into three five-year periods, each with numerical targets on Units
in Operation (UIO) and annual sales volume. The definition of CKD was not
agreed at that time due to objection by used car and import car dealers (who were
members of MAMDA). Meanwhile, the Automotive Association of Myanmar
(AAM) represents the voice of new car manufacturers. MOI is weak, but it is
willing to support the manufacturing sector. Suzuki negotiated and modified
contents as it worked with MOI officials in preparing the policy draft.

There is no supply of automotive components in Myanmar. Suzuki imports
components mainly from Thailand, Indonesia and Japan. Some are also imported
from India and Vietnam. Myanmar has no comprehensive industrialization
strategy, but the investment law, the SEZ law and the automotive policy do exist.
Unlike other countries, Myanmar’s top leaders do not say “manufacturing is our
priority.”

In Thilawa SEZ, corporate income tax is exempted for five years and no import
duties are levied. Import duties on goods from ASEAN countries are zero in
principle, but certain vehicles must pay a hefty registration fee [which provides
incentive for domestic car assemblers]. ASEAN components are imported duty-

255



free, but Suzuki uses Japanese transmission components.

Toyota Tsusho

The mission interviewed President Takuya Ichihashi of Toyota Tsusho
Myanmar. We did not meet the president of Toyota Myanmar who was on an
overseas business trip. Below is information provided by President Ichihashi.

Toyota Tsusho came to Myanmar in 1996. The current business consists of
imported car sales (40%), sales of imported automotive components (30%) and
others (30%). Newly established Toyota Myanmar Co. Ltd. is jointly owned by
Toyota (85%) and Toyota Tsusho (15%), with the former in charge of production,
wholesale, external relations and marketing, and the latter responsible for retail
sales. Initial employment will be 100 persons (Toyota Tsusho already hires 150
persons for its current business lines). Components will initially be supplied from
Thailand by ship. Land link will be improved with new roads and bridges within
two years. Land transport costs twice as much but it cuts time from two weeks to
three days, in comparison with marine transport.

Depreciation of the Kyat (Myanmar’s currency) is a business risk. It depreciates
about once in three years. Imported components are paid in USD, so Kyat
depreciation compels us to raise the car price.

ASEAN automotive import duties are not yet zero in Myanmar. Higher duties
are levied on large passenger cars. When Myanmar fully implements ASEAN zero
tariffs, car makers will benefit by more available models through CBU import,
but it may also damage them because their production cost is higher than those
in Thailand or Indonesia (of their own brand cars). As for commercial vehicles,
the current CBU tariffs are 10-20%, which is too low to incentivize domestic

SKD assemblers even if they are given zero tariffs®. [The too narrow import duty

¢ The problem of no or insufficient gap between CBU and SKD is not just for commercial
vehicles. Even for passenger cars, the full implementation of regional zero tariffs means CBU
will be imported duty-free from ASEAN members, which gives no scope for reducing import
duties for SKD and CKD. Under such circumstances, incentives for domestic production
must be offered in ways other than tariff reduction. Myanmar already has registration
restriction of CBUs and used car imports in Yangon Region and high vehicle registration
fees. Another option is providing CBU import permits conditional on domestic car assembly.
Such incentivization must not violate WTO rules and other global and regional free trade
agreements. GDF previously investigated this issue for Thailand and Indonesia, and found
that required industrial policy would be highly complex legally and politically. Myanmar
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gap (5%) between CBU and SKD is also a problem for commercial vehicles in
Ethiopia. Meanwhile, Ethiopia is not yet constrained by regional FTAs in any
significant way].

At present in Myanmar, even without tariff incentive on SKD and CKD,
domestic assembly is incentivized by the non-tariff privilege of being able to
sell freely in Yangon Region, but such a measure cannot be sustained forever.
Will there be incentive to move from SKD to CKD in the future? In Vietnam,
for example, Toyota cars imported from Thailand is cheaper than Toyota made
in Vietnam [because Thailand has a far larger production volume and thus can
achieve low cost through scale merit and a thick layer of supporting industries].

According to Toyota Tsusho, automotive policy in Myanmar is inconsistent.
Japan has offered many suggestions to its drafting process. Five or six years ago,
Toyota and the Japanese business association organized a series of automotive
seminars, discussed issues related to SKD and CKD, and Toyota even did a
feasibility study (F/S) on a selected vehicle model for possible investment. But
this plan was rejected due to inconsistent policy. In the last few years, however,
the automotive market in Myanmar improved significantly so Toyota conducted
the second F/S and this time decided to invest in an assembly plant. At present,
the Japanese side continues to advise the Myanmar government through the
Japanese business association and the Japan-Myanmar Joint Initiative [a bilateral
regular forum to discuss and solve concrete issues, also adopted in Vietnam and
Indonesia]. The automotive policy approved in May 2019 has the production
target of 400,000 vehicles per year, but this seems too high and difficult to
achieve. President Ichihashi agreed with the GDF suggestion that aggressive
volume targets and rapidly rising sales would cause traffic congestion, accidents
and air pollution, which would be detrimental to the long-term development of
the automotive industry.

Two Japanese experts provided the following additional opinions on
automobiles. Mr. Matsui, JICA expert at Thilawa SEZ, stated that, even though
the government had not announced the official definitions of SKD and CKD,
according to common sense the difference between SKD and CKD should be the
existence of welding and painting processes. Mr. Takanobu Matsuda, Director

may also encounter a similar problem in the near future.
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of JETRO Yangon, argued that automotive policy should contain a national car
inspection system. However, this proposal was deleted in the approved automotive
policy “in order to concentrate on production issues” (MOI).

2. Thilawa SEZ

At Thilawa Special Economic Zone (SEZ), the mission met with Mr. Yoichi
Matsui and Mr. Akihiko Morinaga of One Stop Service Center (OSSC), and Mr.
Tomoyasu Shimizu, President of Myanmar Japan Thilawa Development Ltd.
(MJTD). Information below is based mostly on Mr. Matsui, the de facto lead
manager of Thilawa SEZ.

The governments of Myanmar and Japan agreed on the establishment of
Thilawa SEZ in 2012, and construction began in 2013. MJTD is owned by three
Japanese trading companies (Sumitomo, Marubeni and Mitsubishi, 32.3% each)
and the two governments (10% each)’. Actual operation is done by Sumitomo
Corporation. For Sumitomo, Myanmar became the sixth country to invest in
industrial parks following Indonesia, Philippines, Vietnam, India and Bangladesh.
Zone A Phase I was completed in 2015 and Zone A Phase Il was completed in
2017. Thilawa plans to develop a total area of 2,400ha, of which Zone A covers
405ha. Zone B Phase I, II, III are 101ha, 77ha and 46ha, respectively, with a
total of 629ha. Zone A is already fully occupied except one space. In Asia, an
industrial park sells on average 20ha per year, but Thilawa SEZ sold much faster.
As of November 25, 2019, 114 tenant firms signed contracts (of which three had
left due to their own reasons), of which 80 firms were already in commercial
operation. Average employment by operational firms (which includes SMEs) is
340 workers per firm®,

7 According to JICA, 39% of MJTD capital is held by Japanese private sector. Within that,
32.2% each is owned by three trading companies and 1.1% each is owned by three Japanese
mega banks (MUFG, Mizuho and Sumitomo Mitsui). Overall position is as follows:
Myanmar private sector (41%), Japanese private sector (39%), Myanmar government (10%)
and Japanese government (JICA, 10%).

8 According to President Shimizu of MJTD, there were 110 registered tenant firms, of which
75 were operational, hiring 11,000 employees. Nationalities of tenant firms breaks down
to Japan (55), ASEAN (26), North East Asia (18), others (9). The number of import-
substitution firms (73) was unexpectedly large compared with export-oriented firms (35).
Import-substitution businesses include construction materials, galvanized steel, agricultural
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Besides the general lack of suitable industrial land, the reasons for Thilawa
SEZ’s rapid sales include Japanese standard high-quality infrastructure services
and customer support, as well as the existence of dynamic supporters on the
Myanmar side. Mr. Matsui also mentioned the high quality of Myanmar workers
“who can make sushi as efficiently as Vietnamese workers.” Regarding effective
political support, the role of Mr. Set Aung (currently Vice Minister of Finance),
who cooperated very closely with Mr. Matsui to build and run Thilawa SEZ, was
vital. Mr. Matsui has been in Myanmar for eight years, whose work progressed
from general support of SEZ policy (for Myanmar government) to on-the-ground
support of Thilawa SEZ (funded by JICA). In terms of organizational structure,
Thilawa SEZ is managed by the hierarchy of Vice President (previously President)
— Central Working Body (formerly Cabinet, now Commerce Minister) — Thilawa
SEZ Management Committee — OSSC. All instructions and notices concerning
Thilawa SEZ are issued by the Thilawa SEZ Management Committee. In August
2019, Mme. Aung San Suu Kyi, the de facto national leader of Myanmar, visited
Thilawa for the first time.

SEZs are established by a special law and thus not governed by domestic
laws. Mr. Matsui noted that the Myanmar government allowed his team to do
whatever it wanted. Mr. Matsui and his team decide everything inside Thilawa
SEZ without consulting central government or its ministries. He effectively
acts as the lead manager of the SEZ, and announcing many rules including the
condition for permitting importation of second-hand equipment (remaining life of
at least ten years; aged equipment is not rejected if well maintained), and things
each tenant firms can import duty-free (production equipment and up to five
commercial vehicles excepting double-cabin pickup trucks). Mr. Matsui created
10 criteria for screening potential tenant firms which he himself uses to select
candidate firms for entry into the SEZ (50 points out of 100 points are necessary
for approval). If a firm falls short of 50 points, he advises it to adjust the business
plan so it reaches 50. His criteria do not include minimum employment size,
because employment generation is only one of the positive aspects and a firm
is judged by its overall performance. All standard operation procedures (SOPs)
are readily viewed on the Thilawa website for transparency, accountability and

machinery, food and packing and automobile.
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predictability. Mr. Matsui also thinks that a bonded warehouse, which does not
yet exist in Myanmar, should be possible in Thilawa. He interprets laws and
regulations flexibly and boldly, not mechanically or bureaucratically, to assist
tenant firms as much as possible. He thinks he has such freedom thanks to Mr.
Set Aung’s belief that “Thilawa is a laboratory” to try new things, and the support
of Vice President Nyan Tun was also critical. Without their understanding, Mr.
Matsui believes Thilawa SEZ would never have succeeded. One Stop Service
Center (OSSC) is directly under the Thilawa SEZ Management Committee. It can
quickly issue any documents and permits. Visas usually take two months outside,
but OSSC issues them in just two hours, which is like a miracle in Myanmar.
Twelve ministries dispatch officials to OSSC. Their salaries are paid by the
ministries but OSSC tops them with the same amount of bonuses, which means
seconded officials receive double the original salary and are thus happy to work
at OSSC. For ministries that do not dispatch officials to OSSC, tenant firms are
prohibited to go to Naypyidaw (capital city) to negotiate with them individually.
All communications and negotiations between tenant firms and ministries are
mediated by the Thilawa SEZ Management Committee, and tenant firms are
pleased with this arrangement. Tenant firms come to the front office [reception
area] of OSSC to receive services. When necessary, OSSC officials can also meet
with them in a small room, which is fitted by a surveillance camera to check if
any bribe is passed to officials for special privileges. Thilawa SEZ has a strict no-
corruption policy. Before investment, tenant firms must sign a declaration form
that they will never pay any bribe to government officials.

The Thilawa SEZ Management Committee is a public body but receives no
government budget. All costs are covered by business revenues and management
fees paid by tenant firms. Firms pay rents for 50 years upfront, and they also must
pay monthly management fee ($1.2 per m?), monthly OSSC service fee ($250
per firm or $50 per rental factory; which firms are very happy to pay for good
support), and charges for water, power and local community assistance’.

The population of this region is 800,000 and young. The male-female ratio
depends on each factory. Workers are recruited by negotiation with village

® According to President Shimizu of MJTD, industrial park business is not by itself very
profitable but it raises recognition and reputation of the developer in the host country and
builds close relationship with tenant firms.
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chiefs, not though public offices or posting announcements at the factory gate.
The quality and quantity of labor force are satisfactory. But if more firms come
in the future, labor shortage may emerge. Workers’ lunch is usually provided by
outside catering service, not by factory canteens. Soft skills are taught to workers,
but the starting level of Myanmar workers is relatively high so there is no need
to teach very basics to them. Because Japanese firms teach technical skills to
workers in their own way through on-the-job training (OJT) after recruitment,
they do not want other institutions to teach skills in advance. Foster Electric
Company (Japan), the largest employer in Thilawa, says their workers are highly
skilled and diligent. Its management was surprised to discover that workers work
very seriously during night shifts even without Japanese supervisors. Thanlyin
Technology University nearby teaches programmable logic controller (PLC) and
Japanese business manners through donation courses supported by AMEICC!.
Students are recruited to Thilawa SEZ through internship and job fairs.

Electricity of 33KV is supplied from the national grid. Voltage has been
stabilized with additional investments (assisted by Japanese ODA) in a gas-fired
power plant, a substation and transmission lines. Previously, Thilawa on average
had five power failures per month, but now it has only 1.8 failures. These are
mainly caused by accidents at tenant firms or small animals. Thilawa SEZ also
has two power generators as backup.

Access to Thilawa SEZ has improved when an ODA-built port opened in June
2019. The biggest bottleneck in land connection at present is the old narrow
bridge on the Yangon River, but a new bridge is under construction (completion
in 2022). When completed, it will take only 30 minutes from Yangon to Thilawa
(it took more than 1.5 hours for us this time).

3. Directorate of Investment and Company
Administration (DICA)

DICA is an implementation agency under the Ministry of Investment and
Foreign Economic Relations. Its headquarters was previously located in Naypyidaw

10 AMEICC is short for the ASEAN Economic Ministers (AEM)-Ministry of Economy, Trade
and Industry (METI) Economic and Industrial Cooperation Committee, which is an industrial
cooperation mechanism supported by the Japanese METI.
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but now moved to Yangon. The mission visited its headquarters and Naypyidaw
office. Below is information obtained from Deputy Director Geberal Marlar Myo
Nyunt [No.2 position in DICA] in Yangon.

DICA has the dual mandate of investment approval and company establishment.
Investment application is submitted to DICA (at the central level) or State or
Regional governments. After evaluation, permits or endorsements are issued to
applicants. DICA is responsible for strategic projects, large investments over
$100 million, investments in government-owned land or structure, projects with
environmental or community impact, other projects designated by the Cabinet, and
large endorsement projects. Other endorsement projects are approved by States
and Regions. There are three laws under which firms can invest in Myanmar: the
investment law, the company law and the SEZ law. DICA is in charge of the first
two. Total DICA staff at the headquarters and branches are about 500, with each
branch having 10-15 assigned staff.

The mission asked a number of questions to which the following answers were
given. First, Myanmar targets eight priority sectors,'! and priority subsectors under
them are also specified. Second, DICA’s one stop service used to be provided at
the headquarters and now at the Yangon branch. DICA has no KPI to measure its
performance. Service speed differs from firm to firm. Some firms do not request
all needed services upfront, in which case more time is required. Thilawa’s one
stop service is faster because it deals only with firms within the SEZ. Third, there
is a division to monitor the progress of investment after approval. Only 35-40
staff are assigned there so not all projects can be covered. DICA rarely terminates
investment permits although some firms withdraw for their own reasons. Fourth,
DICA receives JICA support and it also visited foreign investment agencies—
MIDA (Malaysia) and BOI (Thailand)—for research. DICA studies, but not
copies, the practices of Thai BOIL. As DICA is an implementation agency, it does
not decide or propose policies. Fifth, main problems arise from difficulty in land
acquisition and inter-ministerial coordination. Sixth, DICA does not plan to learn
from Thilawa SEZ because it is a special model different from other investment

cases. Seventh, DICA has no budget for investment attraction and seminars

I The eight priority sectors are agriculture, (labor-intensive) manufacturing, infrastructure,
medicine and health, education, IT, R&D, and hotels and tourism.
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abroad. But it is often invited by Japan, China and other foreign countries and
also joins marketing activities organized by local governments. Eighth, the next
steps are inviting a bank branch to DICA headquarters, introduction of SOP, and

creation of an online investment registration system.

4. Naypiydaw and automotive policy

The mission visited Naypiydaw, the capital city, on November 28 and held a

series of meetings.

The Ministry of Industry

The following information was provided by Mr. Masanori Sunada, JICA Project
Formulation Advisor. The Ministry of Industry (MOI) consists of two directorates
(DIC in charge of international cooperation and DISI in charge of factory
inspection) and four production units (transport and construction equipment,
chemicals, garment, textile, dye, medicine, etc.) MOI has been a manager of state-
owned enterprises and does not function as a policy maker or a private sector
promoter. Decision making was fast during the Thein Sein government (2011-
16). The investment law, the SEZ law, the company law and the automotive
policy were initiated during the Thein Sein government and completed recently.
The current government is slow in policy formulation. Ministries are unable to
decide anything because no instruction comes from above.

At MOI, the mission inquired about the automotive policy of May 2019.
However, the responsible director and his team members who actually drafted
the document were unable to give clear answers on many points. Work on
the automotive policy was started around 2013, and the Myanmar business
association (UMFCCI) in cooperation with others submitted a policy proposal
paper in 2015, which was the first sector-specific policy proposal in Myanmar.
The paper reflected many ideas of Toyota, Suzuki and Deloitte (METI-supported
research) while the government was only one of the members. Subsequently, the
President Office instructed MOI to revise and complete this private proposal by
deleting the proposal for a vehicle inspection system, for example, to concentrate
on production issues, and adopt a policy document format. MOI conducted several
stakeholder hearings at the Myanmar Engineering Society in Yangon, completed
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the draft in 2017, and heard more opinions from the general public. The document
was approved by the Cabinet Decision in May 2019. The mission asked how
much had changed in terms of policy content from the original private proposal to
the final official document, and the answer was “changes were relatively minor.”

The mission remarked that the automotive policy approved in May should be
highly evaluated as it clearly acknowledged key policy points, which was not the
case in Vietnam or Ethiopia. The fact that used cars were already significantly
reduced by appropriate prior policy was also commendable. On the other hand,
matters of concern included: (i) too much emphasis on rapidly increasing car
volume, (ii) no demand forecast separately for commercial vehicles and passenger
cars, (iii) essential details such as SKD and CKD definitions, priority models,
incentives, etc. are only mentioned as important but not concretely specified,
which makes this document an instruction for drafting an automotive policy,
not an automotive policy per se. MOI replied that concrete decisions would take
time because MOI had to consult with many other ministries and agencies [in the
absence of top-down order and direction]. Regarding the current status of SKD
and CKD definitions, MOI participants had conflicting views from each other. If
these ladies who actually drafted the document cannot agree on the status of these
definitions, no private firms will be able to understand the precise policy content.

It is likely that MOI created the automotive policy rather passively, by
accepting most of the points raised by the private proposal in 2015, reformatting
it into policy document style, and eliminating parts unrelated to production. Later
revisions may also have reflected private voices, including Japanese. Because
business concerns are heard and because Japanese firms and experts made
many suggestions, the final content became largely consistent with what private
(and Japanese) car makers want to see [In Kenya also, the automotive policy
was drafted by strong private initiative with government only commenting and
making minor revisions]. It seems risky for FDI firms to invest or expand in the
automotive sector when critical policy details remain ambiguous, but they may
feel comfortable that the Myanmar government has adopted what they proposed
in the past, and expect that this trend will continue in the future. This situation is
unique in Myanmar, which is hardly seen in Vietnam or Ethiopia where national
policy ownership is very strong. The same can be said about the formulation of
the SEZ policy, the investment law and investment-related policies.
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During our mission week, the Parliament decided to dissolve MOI and transfer
its functions to the Ministry of Planning and Finance (MOPF). In reality, MOI
has been a manager of state-owned factories, so transfer of this responsibility
to MOPF makes sense. But disappearance of a ministry in charge of industrial
promotion, even though this function has been very weak, is a matter of concern.

Permanent Secretary Aung Naing Oo

The mission met with Permanent Secretary Aung Naing Oo of the Ministry
of Investment and Foreign Economic Relations (MIFER). Previously he was
Director General of DICA and member of the Myanmar Investment Commission
(MIC), and also JICA’s counterpart at DICA. He seemed to be equipped with
high policy capacity and knowledge. Regarding automotive policy, Mr. Aung
Naing Oo admitted that the current document was incomplete and served only
as a roadmap to continue discussion with stakeholders on necessary contents.
According to him, the policy therefore requires flexibility. Given the utter absence
of supporting industries in Myanmar, it is realistic to start with SKD promotion.
The automotive policy pillars are Safety, Affordability (citizen can purchase cars
at reasonable prices) and Environment. As the first step, the Automotive Steering
Committee of the Ministry of Commerce has already imposed restriction on right-
hand drive cars and used car import. The vehicle age limit was also reduced from 10
to 3 years. Development of supporting industries (domestic component suppliers)
is a future task, but some foreign component manufacturers have already begun
to visit Myanmar for information gathering. Myanmar doesn’t have an official
definition of SKD, and the definition of CKD needs to be worked out in coming
years. At present, to facilitate investment by foreign car assemblers, we are using
the tentative definition of SKD announced by the Ministry of Commerce [DICA,
according to JICA]. It divides components into ten groups and requires certain
levels of separation. The Ministry of Transport and MOI also use this tentative
definition. We have been working on these definitions for five years, but have not
arrived at official definitions.

At the time of the previous government (2011-2016), President Thein Sein
visited Japan and asked Toyota to invest in Myanmar. Toyota, after research
for a few months, replied that the Myanmar market was full of used cars and
they should be stopped before investment could be made. That is why Myanmar
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introduced the used car policy explained above.

Thilawa SEZ is given large authority to decide details. Thilawa is a pilot
project to overcome bureaucracy, and the model, if successful, should spread to
other industrial parks. Myanmar’s World Bank Ease of Doing Business rank is
very low, at 163rd [165th in 2020]. Thilawa SEZ has been managed effectively by
Mr. Set Aung and Mr. Matsui, but we need institutionalization of good practices
to maintain excellence even after they leave. A new industrial park law is being
drafted by MOI (not yet approved), which deals with industrial park management,
incentives and marketing.

The Permanent Secretary continued: you may be worried about the merger of
MOI into MOPF, which eliminates the ministry specializing in industrial policy.
You also think that MOI should be integrated with the Ministry of Commerce, not
with MOPF. To these concerns I say that these are temporary arrangement until
the election next year. When a new administration is established after the election,
a proper decision will be made [but we are not sure if a proper organizational
decision is really made whether the present government wins or loses]. I agree
with your opinion that MOI’s policy capacity should be greatly enhanced.

The mission remarked that the top national leader of Myanmar did not seem
to directly instruct economic policies. Mr. Aung Naing Oo replied that the
government was busy with ethnic problems and associated foreign pressure, and
also that economic management was new for the present administration. The
mission further asked if a powerful agency directly under President or Prime
Minister consisting of best officials and professionals, such as EDB in Singapore
and RDB in Rwanda, might work when economic line ministries were weak. Mr.
Aung Naing Oo said that such independent agency was difficult in Myanmar
where policy tradition was coordination of various policy authorities spread
across ministries, even though that would take much time.

Other

The following additional information was obtained from Mr. Sunada, JICA
Project Formulation Advisor (previously MOI Advisor). MOI has six industrial
training schools where employees of both ministry-owned enterprises and private
companies are trained, with no tuition fee. Its method consists of practice (70%)

and classroom learning (30%). All students live in dormitories and teaching is
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done in military fashion. These schools have good records as TVET institutions.
They are supported by China, Korea, Germany and India. There is a plan to
add more such schools. MOI has two directorates: the Directorate of Industrial
Collaboration (DIC, relations with donors, etc.) and the Directorate of Industrial
Supervision and Inspection (DISI, inspection of private factories, database
of registered firms, etc.) The SME Agency was recently established and DISI
serves as its secretariat (although its General Director comes from the Ministry
of Commerce).

The mission also had a lunch meeting with three JICA legal experts in
Naypyidaw. It also met Ms. Takaoka, JICA intellectual property expert, in
Yangon. She was previously at the Ministry of Science and Technology, and
now moved to the Ministry of Education, to help create rules and guidelines for
implementing intellectual property right laws, especially trademarks. As IPR
policy is further moved to the Ministry of Commerce, she will soon move there
to continue cooperation.

Compared with 16 years ago when GDF first visited Myanmar, Yangon
International Airport Terminal has been expanded and modernized, and passport
control, check-in, boarding and arrival were relatively fast and smooth. Naypyidaw
Airport was similarly modern. The newly created and scattered city of Naypyidaw
was 15-20 minute drive away from the airport, through country-side scenery.
Both the hotel district and the administrative district of Naypyidaw are spacious,
but buildings are far from the road and surrounded by trees, thus not visible from
the road. Naypyidaw does not have a skyline of concentrated high-rise buildings
unlike other capital cities. There is huge space (actually, a wide road having 10

lanes each way) in front of the gigantic National Parliament complex.

5. The status of the garment industry

Myanmar Garment Manufacturers Association (MGMA)

MGMA is located inside the Myanmar Chamber of Commerce and Industry.
We met Secretary General Khine Khine Nwe of MGMA, who also owns a
garment factory, and serves as chairperson and member of many committees
related to vocational training, education and state certification. She provided us

with the following information.
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MGMA has 560 member firms and the number is increasing. Many are
Chinese firms. About 500 are garment production and export firms. There are
also garment producers (especially subcontractors) that are not MGMA members.
DICA handles company establishment and the Ministry of Commerce deals with
export-import licenses. MGMA can act for them [only for the latter, according to
JICA]. Import licenses can now be applied through internet, but export licenses
cannot be put on-line because we need to carefully check applicants for possible
abuse of the CMP system (unauthorized domestic sales of imported materials and
accessories)'?. The Myanmar Automated Cargo Clearance System is also being
introduced [through JICA cooperation].

Myanmar’s garment export is still small compared with China, Vietnam or
Bangladesh, but it is on the rise. Many Chinese firms leave home, where wages are
high and trade war with the United States inhibits export, and come to Myanmar
to produce for Western markets. A surge in garment export is driven by tariff-free
privileges of EBA (of EU) and ASEAN free trade. As a single country, Japan
is the largest market but its growth is slow. The EU market grew rapidly (60%)
in just one year, from $2.17 billion in 2017 to $4.6 billion in 2018. The Korean
market is shrinking.

About a decade ago, when the Myanmar garment industry was seriously hit
by Western sanctions, it turned to Asian markets. At that time, Japan cooperated
with the establishment of two training centers in Yangon. The grassroots support
budget of the Japanese embassy provided the equipment and METI/JJETRO
dispatched Japanese experts for training of trainers (TOT). Many courses were
offered including industrial engineering (IE), sewing skills, quality control and
maintenance of JUKI machines. As a result, 80% of the MGMA member firms
achieved Japanese quality'®, which greatly increased export to Japan in 2010.

12 CMP means Cut-Make-Pack. It is a system where a garment firm receives all materials and
accessories from a foreign buyer, processes them in Myanmar into finished products, exports
all of them, and receives only the processing fee from the foreign buyer instead of purchasing
imported materials and selling products separately. This eliminates the need to obtain foreign
currency to import materials, which is an advantage in a country facing foreign currency
shortage. However, there is a risk of illegally selling imported materials with no payment or
taxes to domestic buyers to make money. To avoid this, the authority must make sure that the
firm exported all products using imported materials.

It is amazing to hear that so many Myanmar firms could improve quality to Japanese standard
after only two years of cooperation. The mission did not have sufficient time to verify this
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METI cooperation was followed by the assistance by the Japan Productivity
Center for two years. By now, Japanese cooperation has ended. When the Western
sanction was lifted, GIZ in turn began to offer Myanmar with marketing support
(for participation in EU trade fairs and matching service).

The garment factory I manage specializes in the Japanese market. But I feel
Japan is overly sensitive to product quality. One tiny deviation in stitching that no
one notices should pose no problem in actual use, but Japanese buyers penalize
it by levying charges on the entire lot. Japan should be more reasonable and ease
the standard. Demanding perfection in food and medicine is understandable,
but we don’t need such perfection in garment. By contrast, Western buyers are
more relaxed about quality. Instead, they require due compliance with labor and
environment standards. Many of our member firms can achieve the Japanese quality
standard, but they are turning to Western markets because Western compliance
is easier than Japanese quality. The former is about proper documentation and
general procedure but the latter requires attention to every product.

The EU conferred the EBA status to Myanmar in 2013, which expanded our EU
market. The EU assists us with needed compliance. This includes environmental
support regarding proper treatment of dyes, chemicals and disposed materials.
The EU also created for us the Social Compliance Academy, whose courses are
taught at one of our two TVET centers as well as at the Government Training
Institute (at the level of industrial college) of the Ministry of Education. But all
instructors come from MGMA, even in the latter institute. MGMA would like
to cooperate more with the Ministry of Education. At universities and colleges,
the textile faculty has traditionally been unpopular with students. To turn this
around, MGMA is cooperating with the Ministry to establish Garment Module
and Textile Module at the School of Fashion Technology, through its strong
initiative and dispatch of instructors.

The revenue of MGMA consists of membership fees and license fees. These
are enough to subsidize students and university professors (who take IE courses)
to study for free. Our stitching course is offered 15 days per month, each class
having 60-70 students. We teach not only skills but also about the labor law,
workers’ rights and human trafficking. IE is taught in two-month cycle with a

statement.
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batch of 20-25 students. Labor standards are taught twice a month with 80-90
students. Students of this course are mostly factory managers assigned for this
task, so we teach this course on Saturdays.

Myanmar has no fabric or accessories fit for export garment. Chinese materials
are cheap but low quality. We lack the sourcing knowledge—from where to
import fabric and accessories for best quality and cost.

(Replying to our question about competition between FDI garment firms and
local firms,) FDI garment firms are linked with large foreign buyers and assured
of export markets, but Myanmar garment firms engage only in CMP where
fabric, materials and markets are specified by individual buyers. This may be
our disadvantage. Labor productivity is low in Myanmar. My impression after
visiting many factories in different countries is that our labor productivity is one-
third of China and half of Vietnam. But we cannot say for sure because we don’t
have reliable data'®.

Honeys Garment Industry Ltd.

Mingaladon Industrial Park was developed 20 years ago by Mitsui Co. Ltd.
(Japan) and is now owned by a Singaporean developer. We visited Honeys
Garment Industry, a Japanese garment producer and retailor which operates in
Mingaladon Industrial Park, for a meeting and a factory tour. Managing Director
Iguchi explained as follows.

This company was established in 2012 by Honeys Holdings (Japan). We
produce a large variety of ladies’ garment and export 100% to Japan. Products
are shipped and delivered directly from this factory to 900 retail shops in Japan.
Our first factory is located in Yangon Industrial Park (Myanmar capital) nearby,
having an area of 0.7ha and floor space of 6,000m?, and producing ladies pants
and clothes. Yangon Industrial Park provides no investor support service at all

4 We also raised the question about the quality of labor productivity data in Myanmar.
According to the Asian Productivity Organization database, Myanmar’s labor productivity
and its growth are as high as China, and far above the rest of ASEAN, which is hardly
believable. Mme. Khin Khin Nwe was unable to explain this gap, which is natural because she
is not responsible for official statistics. Another suspicion is related to sector decomposition
of GDP, in which industry occupies 36% and, within that, manufacturing accounts for 25%.
These numbers are consistent with mature industrial economies, but not with Myanmar
whose industrialization is in an early stage. It may be that Myanmar’s data quality is very
low even among latecomer nations.
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despite its name. This is our second factory in Myanmar with an area of 3ha and
floor space of 15,000m?, which began operation in 2015 and produces blouses,
jackets, coats, pants, etc. We currently employ 2,800 workers, which can go up to
3,300 workers if we hire more part-timers'. Sewing is done on the second floor,
and other processes are conducted on the first floor. We import materials duty-
free from China, and export to Japan duty-free using Japan’s GSP privilege.

This factory has 42 lines. One product is made by one or two lines. We have
only one shift from 8:00 to 19:00. We want to increase shifts but lack Japanese
supervisors (currently 4 to 5). Few young Japanese people are interested in garment
business, and only old managers are available. Myanmar’s garment is dominated
by Chinese firms. According to the September issue of the MGMA Magazine,
its members consist of 558 firms, which breaks down to China (227), Myanmar
(112), Korea (64), Japan (19) and others (136). However, the total includes 89
sleeping factories. Twenty years ago in China, there were many young people
working in the garment sector. Now they are in their 30s and 40s and manage
many garment factories around the world including Myanmar. Chinese homeland
faces labor shortage and can no longer produce garment. The garment sector in
Myanmar is small in comparison with China, Bangladesh or Vietnam, but it is
growing rapidly. Garment export was $20 billion in 2018, and it may reach $30
billion in 2019. The EU market is expanding fast, but there is a risk of EBA
cancellation because of the Rakhine State problem [where suppression of the
Muslim minority Rohingya is criticized by the West].

Workers are plentiful but their quality is a big problem. Even without posting
any recruitment notice, about 30 people gather in front of our factory gate every
morning. We interview and hire them as necessary. We currently have 160 part-
timers, which can go up to 400 at busy times. Those who can sew well are hired as
regular workers. Most sewers are females in their twenties, but we also hire males
(about 5%, male workers do a better job than females). Workers are extremely
short-sighted. When salary is paid on the fifth day of the month, about 150-160

15 We saw a large number of sewers on the second floor, and worker density was one of the
highest among all factories we visited. A special air circulation system consisting of water
cooling and big fans was used because normal air-cons are not powerful enough to cool the
huge space. If the factory can be expanded or a new factory can be built, it may be more
comfortable for each worker to have a little more space.
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workers do not show up for the next three days, and this happens every month.
Employees are classified into four ranks: worker, sub-leader, leader and group
leader, with each rank sub-divided into six groups (A to F). Thus there are 24
salary steps but this incentive system is not enough to retain workers. Monthly
labor attrition is about 5-6%, and this is normal for any garment factories in
Myanmar. Some new workers, after receiving basic training from us, go to other
factories and say, “I have been trained at Honeys.” However, group leaders (top-
level employees) rarely quit. Middle managers are selected by internal promotion
only; we do not hire them from outside. Salary is assessed and adjusted every six
months.

The above is the situation of sewing workers, which are dominant in number.
Workers in the cutting, inspection and packing sections do not job hop very much.
Skills we teach them are specific to Honeys so moving to other factories does not
benefit them. We have introduced 5S. We also want to do quality control circles
(QCCs) but management is too busy coping with worker dropouts and have no
time to start QCCs. We also provided uniforms but few workers wear them due to
the same reason—quick worker turnover.

The internal regulation of Mingaladon Industrial Park prohibits poaching
of workers, and six Japanese factories operating here do not engage in such
activity. Meanwhile, Chinese factories are good at advertisement and recruit
workers cleverly (without telling them negative things such as long overtime and
termination after a short time). Honeys has its own brands and does everything
from production to retail, so our production planning is relatively easy. Chinese
firms are engaged in contract production for foreign buyers, whose orders have
large ups and downs.

Myanmar’s minimum wage was first instituted in 2015 at 3,600 kyat per day. It
was revised in 2017 to 4,800 kyat per day. This is applied uniformly to all sectors
and regions. At Honeys, salary is determined with minimum wage as the base,
plus addition based on the 24 job steps mentioned above, plus various allowances
including overtime, full-time attendance (30,000 kyat per month) and long service
(up to 10,000 kyat per year). In Myanmar, overtime is permitted up to 20 hours
per week and three hours per day (five hours on Saturday). We pay double for
overtime. Worker strikes are common. Chinese and Korean factories face many

strikes due to sexual harassment, working conditions and wages. There were no
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wildcat strikes during the past military regime or the Thein Sein government.

6. Other meetings

The mission had a dinner meeting with Professor Emeritus Masahiko Ebashi
(Meiji Gakuin University). He and Kenichi Ohno participated in the JICA Ishikawa
Project, a large-scale joint economic research project between Vietnam and Japan
from 1995 to 2001. Professor Ebashi began to study Myanmar in 1997. He is
now the Managing Director of MERAC Associates Japan, a private consultant
company, and lives in Myanmar. Because of unreliability of economic data, he
publishes monthly newsletters featuring Myanmar’s socio-political events and
analyses.

The mission also had a dinner meeting with Mr. Eiichiro Takinami (Director)
and Mr. Nyana and Mr. Kaung (Researchers) of Myanmar Survey Research
(MSR), a research and consultant company doing many projects for JICA and
other bilateral and international organizations. MSR has 170 regular staff and 400
part-timers. MSR and MMRD, another consultant firm, are two major research
competitors in Myanmar. Prior to this mission, we received and read a report on

Myanmar’s automotive sector drafted by Mr. Takinami.

7. Myanmar’s industrial policy: a summary

Finally, the industrial policy and situation of Myanmar can be summarized as
follows.

Myanmar’s industrial policy capacity is not high. Tentatively judging the
quality of industrial policy from our limited information, Myanmar is in the same
low rank as Vietnam and Indonesia, much lower than Malaysia and Thailand,
and there is no comparison with such high policy performers as Singapore or
Taiwan. The Thein Sein government of 2011-2016 was relatively fast and
decisive in launching new economic initiatives, but the current government of the
National League for Democracy (NLD) led by Aung San Suu Kyi is less effective
in economic management. It neither leads nor controls responsible economic
ministries. Without top-down instruction, it is natural that ministries engage in turf

fights and protection of their authorities, leading to policy delay and incoherence.
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Nevertheless, according to some, the quality of economic ministers improved
moderately last year. These are the situation concerning economic policy, but the
main tasks of the current government are anti-military campaign, national unity
and coping with foreign pressure, and by so doing enjoys general support of the
people. It is unclear what political change will occur after the election next year.
Diplomatically, Myanmar faces high uncertainty due to the imposition and/or
lifting of sanctions by the West, and seems to balance the interests of the West
and China as it proceeds. Japan would improve its international standing if it
could effectively play the role of a neutral mediator between the two.

The main economic counterparts of Japan are Minister Soe Win and Vice
Minister Set Aung of MOPF, and Minister Thaung Tun and Permanent Secretary
Aung Naing Oo of MIFER. Japan also regularly consults with MOI, MOC and
DICA. Based on information collected by the mission, the Japan Chamber of
Commerce and Industry and the Myanmar-Japan Joint Initiative seem to be
functioning well as policy input channels. The Parliament recently decided that
MOI would be dissolved and merged with MOPF. It is reasonable to transfer
the MOI’s function of managing state-owned enterprises to MOPF, but the
disappearance of a ministry specializing in industrial policy is a serious concern
for all.

The investment climate of Myanmar is very poor. The World Bank EDB
ranking is near the bottom, though there is a recent sign of improvement thanks to
the enactment of a number of laws and regulations and the strengthening of DICA.
Infrastructure services are also extremely poor even though there has been effort
to improve them. The power supply is particularly deficient. The current capacity
of 3500MW is 300-600MW short of demand, which causes frequent power
failures toward the end of dry season. Domestic gas supply is also dwindling.
JICA hopes to provide ODA loans to solve these problems but the Ministry of
Power is so far not responding.

Myanmar’s labor force is young, abundant and easy to hire. Workers are gentle
and obedient, and can accomplish what is instructed. On the other hand, they
lack working experience, have no comprehensive or long-term vision, and cannot
plan ahead before acting. Their low technical skills and difficulty to hire middle
managers are additional problems. Myanmar’s worker characteristics are very
different from those of Vietnamese or Ethiopians, who usually have clear ideas,
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think quickly and extensively, and are independent with strong ownership'®. It is
uncertain whether Myanmar characteristics will change through external stimuli,
the deepening of industrialization or the passage of time. It is also hard to predict
whether Myanmar can avoid a middle income trap in the future. The only thing
that can be said is that, to achieve such transformation, the Myanmar government
and people must make a big jump in their mindset and attitude at some future
point, rather than a mere continuation of the present trend.

In Southeast Asia, people are generally very fond of Japanese society and
culture. On top of that, the Myanmar government and people are meek and
obedient, and readily accept Japanese advice. For these reasons, many Japanese
fall in love with Myanmar and want to assist it more eagerly than other Southeast
Asian countries. However, this should not become a blind love. We need to assess
and advise Myanmar fairly and objectively, clearly telling the government and
enterprises when their performance falls short of expected levels or breaches
international codes of conduct.

16 Ethiopians and Vietnamese workers may show similar passivity at the very beginning,
but they usually become more active over the years with proper guidance and incentives.
However, Myanmar workers tend to remain passive even with many years of training and
work experience.
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Mission Schedule (Actual)

Nov. 25 (Mon)
Nov. 26 (Tue)

Nov. 27 (Wed)

Nov. 28 (Thu)
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Arrive in Yangon (Izumi Ohno: Nov. 26).

AM: visit JICA Myanmar to meet Chief Representative
Masayuki Karasawa, Senior Representative Mamoru
Sakai, Project Formulation Advisor Kenji Nakano. PM:
go to Thilawa SEZ to meet Thilawa SEZ Management
Committee Advisors Yoichi Matsui & Akihiko Morinaga,
President Tomoyasu Shimizu of Myanmar Japan Thilawa
Development. Visit Suzuki Myanmar Motor Plant and
meet Managing Director Keiichi Asano. Inspect Thilawa
SEZ Zone A & Zone B.

AM: meet Ms. Hiromi Takaoka, JICA intellectual property
right expert, at JICA Myanmar Office. PM: meet Chief
Representative Hirokazu Baba of AOTS Yangon Office.
Meet General Secretary Khine Khine Nwe and Mr. Min
Sue Han of Myanmar Garment Manufacturers Association.
Visit Myanmar Japan Center to meet Coordinator Hidekazu
Tanemura. Dinner meeting with Managing Director
Masahiko Ebashi of MERAC Associates Japan (Professor
Emeritus of Meiji Gakuin University).

AM: fly from Yangon to Naypiydaw. Visit the First
Ministry of Industry to meet Mr. Kan Chun (Managing
Director of No.1 Heavy Industrial Enterprise), Ms. Yi Yi
Kyaw (General Manager of Technological Development
Development), and Ms. Myat Mon Thein (Expert). Lunch
meeting with three JICA experts on legal framework
support. PM: meet Permanent Secretary Aung Naing Oo of
the Ministry of Investment and Foreign Economic Relations
(formerly Director General of DICA and member of
Myanmar Investment Commission). Exchange information
with JICA Project Formulation Advisor Masanori Sunada
at JICA Naypiydaw Meeting Room. Fly back to Yangon.
Dinner meeting with Mr. Eiichiro Takinami (Director of
Consulting Division and Japan Desk) and two Myanmar
researchers of Myanmar Survey Research (MSR), a private
research and consultant company.




Nov. 29 (Fri)

Nov. 30 (Sat)

Dec. 01 (Sun)
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AM: meet Mr. Takafumi Ueda & Mr. Takahide Tahara,
Advisors of DICA Japan Desk. Meet Dr. Marlar Myo
Nyunt (Deputy Director General) and Mr. Khin Maung
Phyu (Planning and Statistics) of DICA. Exchange
information with President Takuya Ichihashi of Toyota
Tsusho Myanmar. PM: visit the plant of Honeys Garment
Industry, Ltd. and discuss with Managing Director Takeshi
Iguchi. Meet Director Takanobu Matsuda of JETRO
Yangon. Uesu and Homma return to Japan by night flight.
Document work and city tour. Kenichi Ohno returns to
Japan by night flight.

AM: Izumi Ohno leaves Yangon for Bangkok.
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