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'Editors’ Note |

ear esteemed readers, we are happy to meet you with the
131st issue of Birritu which consist of relevant and timely
topics.

On the News column there are two news which are‘NBE Honours
Bulcha Demeksa’and ‘A Man for All Seasons and All Reasons: NBE
Governor Takes Bank to the Forefront’.

The topics selected for research article is “EFFECT OF ACCESS
TO CREDIT ON HOUSEHOLD CONSUMPTION EXPENDITURE IN
ETHIOPIA".

The Educational and Informative Articles contains one
interview’ which is ‘Ethiopia’s Export Sector: Overview' Finally,
on miscellany section there are short story and a poem.

Dear readers, your feedbacks and comments are invaluable
for enriching the next of Birritu. Please keep forwarding your
comments and suggestions.

Birritu Editorial Offfice
Tel +251 118 58 22 86
P.0.BOX 5550
www.nbe.gov.et
Addis Ababa, Ethiopia




A MAN FOR ALL SEASO AND ALL REASONS:

NBE GOVERNOR TAKES BANK TO THE FOREFRONT

28" Jun, 2021

Yinager Dessie (PHD) is the governor of the
National Bank of Ethiopia (NBE), an institution
entrusted with maintaining price stability,
ensuring sound financial system and facilitating
economic growth in the country.

Dr. Yinager Dessie has diverse expertise in
policy-design and implementation at regional
and federal government structures. His solid
academic credentials and hands-on experience
in financial sector operations have equipped
him to shoulder the duties and responsibilities
of heading the country’s central bank.

The NBE is one of the key macro-institutions
steering overall socio-economic growth and
management. After acquiring his first degree in
economicsin Ethiopia, he received a second from
the International Institute of Social Studies in the

Netherlands — and a third from the University of
National Resources and Life Sciences in Vienna.

Dr. Yinage has received trainings in various
areas from Harvard University, Yale University,
the London School of Economics and Wales
University. Before becoming the NBE governor,
he was minister at the National Planning
Commission, guiding the macro-economic

management of the nation.

He participated in the NBE Board of Directors,
the Macro-Economic Team presided by HE Abiy
Ahmed, the Prime Minister of Ethiopia. He is
vice-chairman of the National Financial Inclusion
Council, and board chairman and board member
of various public institutions and public-private
partnerships.
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Since his appointment as governor three years
ago, the NBE has seen various transformative
measures which have impacted the country’s
financial sector development, macro-economic
stability and growth and foreign exchange
management. Despite external and internal
challenges, including the emergence of the
pandemic, the country’s economy has continued
its growth trajectory.

The financial sector has outpaced the challenges
of Covid-19, expanded and remained stable.
In collaboration with key stakeholders,
under his guidance and close supervision,
the demonetisation process which began in
September 2020 was successfully completed.
It has resulted in increased financial inclusion,
intermediation  and  financial

mobilisation through the banking system.

resource

Under Yinager’s guidance and supervision, over
1000 dedicated employees and managers have
been doing their best to enhance the bank’s
efficacy and improve its service delivery. The
application of incentive packages and capacity-
building initiatives has helped to attract and
retain professionals, and attain the stated goals
and strategic objectives of the bank.

The operational independence accorded to
the bank, and its accountability to the highest
government authority, has helped the NBE to
forge ahead with its reform agenda over the past
three years — and it aims to deliver more in the
years to come.

Source: https://cfi.co/menu/corporate/2021/06/a-

man-for-all-seasons-and-all-reasons-nbe-governor-ta




NBE HONOURS BULCHA DEMEKSA

By NBE Staff

July 01 2021, The National Bank of Ethiopia,
along with Awash Bank gave honour to Ato
Bulcha Demeksa in a bid to recognize his
extraordinary contribution on serving the
finance sector.

Upon the occasion held at his residence, Ato
Bulcha
Governor of the National Bank of Ethiopia Dr.
Yinger Dessie and President of Awash Bank Ato

received the commendation from

Tsehay Shiferaw.

“AtoBulchaisoneofthe prominentsand pioneers
in the finance sector, and his outstanding works
are exemplary for many of us” Dr. Yinager
explained on the occasion.

President of Awash Bank, Ato Tsehay Shiferaw,
on his part said that Ato Bulcha laid the corner
stone for the foundation and success of Awash
Bank.

The National Bank of Ethiopia awarded to the
91 year old veteran commemorative gold coins
which signify historical events as a heritage
and the Governor bestowed cultural Ethiopian
cloaks on him and his wife Weizero Helen
Gebraegzabhir.

Awash Bank, on its behalf, gave gold necklace
and certificate of honour.

Ato Bulcha expressed his heartfelt thanks to
both the National Bank of Ethiopia and Awash
Bank.

Ato Fikadu Digafe, Vice Governor and Chief
Economist, Ato Solomon Desta Vice Governor
of Financial Institutions Supervision, Ato
Eyob Gebraeysus Vice Governor of Corporate
Services Cluster and Ato Abate Mitiku Change
Management, Planning and Communication
Director at National Bank of Ethiopia attended

the event.
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The findings of this study clearly show that access to credit has positive effect on household
consumption expenditure. In Particular, access to credit has positive and significant effect on non-
food consumption expenditure.
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ABSTRACT

This paper uses a fixed effect panel model to estimate the effect of access to credit on household
consumption expenditures in Ethiopia. This paper used the 2014 and 2016 Ethiopian socio-economic
and World Bank living standard measurement survey data. The effect of access to credit on total
consumption expenditure is explored first and then separately on food and nonfood consumption
expenditures. The finding has revealed that access to credit is positively and significantly associated
with nonfood consumption expenditures and it has positive but insignificant effects on food and total
consumption expenditures. Hence, this study recommends that, all government & nongovernment
organizations, and other financial sector authorities should stir up supportive policies to improve
financial access and to enhance the household welfare by broadening microfinance institutions,
expanding bank branches and others credit accessing institutions in Ethiopia.
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EFFECT OF ACCESS T0 CREDIT
ON HOUSEHOLD CONSUMPTION
EXPENDITURE IN ETHIOPIA

1. INTRODUCTION

There has been a growing interest on the
importance of financial access to household
consumptions improvements. An extended
financial sector would likely benefit household
basic payments such as saving, insurance, credit,
etc. For instance, easy access to credit has meant
that individual or household can have malleable
finance to solve their liquidity constraints (World
Bank, 2014). This could improve their consumption
patterns.

However, the existing literature has not yet
identified a direct association between household
level credit and improvement in consumption
indicators. For example, Petersen (2015) and
Temesgen et al (2016) have shown that financial
access will tends to improve income, produce
agricultural products more efficiently in rural
area, and would likely stabilize consumption
over a period of time; while Honahan and King
(2012) showed that the use of formal banking
services is associated with an increase in individual
monthly income. Substantial evidence shows
that the household benefit significantly from
basic payments, savings, and insurance services;
however, it also highlights that credit experiments
draw a mixed picture about the development
benefits of small scale finance projects targeting
specific population groups.

Most of the literature has focused on access to
credit on welfare, and again the positive evidence
is encouraging (Diagne 2001; Soman and Cheema,
2002;Beaton,2009;and Dongetal,2010). Moreover,
given the locally specific nature of both household

consumption and financial access, evidence is
difficult to compare across cases, and there is no
agreement regarding the effect of access to credit
on household consumption. Demonstrating the
difficulty of separating the direct effects of credit,
Morduch (1998) hasfoundthat,“the mostimportant
potential impacts of credits are associated with
the reduction of vulnerability, not of poverty per
se, because the consumption-smoothing appears
to be driven largely by income-smoothing, not by
borrowing and lending” The issue of estimation
(unobserved effect, endogeneity etc.) has been
another difficulty for conclusive.

This paperis designed to contribute to theliterature
on the impact of financial access, measured by
access to credit on household consumption
in Ethiopia. The effect of access to credit is
also separately analyzed on food and nonfood
consumption expenditures. Some of potential
estimation problems are addressed through
panel fixed effect model. The analysis is drawn by
using Ethiopia socio-economic survey data. The
soundness of the association presented by this
paper is also relied significantly on the analysis of
endogeneity problems due to unobservable effect
in the explanatory variables.

The remainder of the paper is organized as follows:
Section 2 gives a short description of consumption
and credit trends in Ethiopia and review literature.
Section 3 provides the data source, empirical
model, and discusses how various hypotheses
are tested. Section 4 discusses model results and
findings. Section 5 concludes the paper. The last
section draws policy implications.
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2. REVIEW OF LITERATURE

The purpose of this review is to ascertain if there is
convincing evidence that demonstrates the effect
of access to credit on consumption. In this aspect,
first the current status of Ethiopian economy
was revealed, including consumption and credit
development and then reviewed literatures
fundamental to the topic.

2.1. CONSUMPTION AND CREDIT DEVELOPMENT IN
ETHIOPIA

Ethiopia's economy experienced strong, broad-
based growth averaging 9.8 percent a year from
2008/09 to 2018/19. Ethiopia’s real gross domestic
product (GDP) growth rebounded to 9 present
in 2018/19 from 7.7 in 2017/18. Industry, mainly
construction and services accounted for most of
the growth. Agriculture and manufacturing made
lower contribution to growth in 2018/19 compared
to the previous year. Private consumption and
public investment explain demand-side growth,
the latter assuming an increasingly important role
(World Bank, 2020).

There have been positive growths in credit to
private sectors and private consumptions, on
average, in Ethiopia since 2004. Table 1 indicates
the growth rates of total domestic credit, private
sector credit, total consumption and private
consumption. This positive growth in both credits
to private sector and private consumption since
2004 might have been due to the increase in bank
branches, improvements in overall economy, and
etc. Table 1 show that the lowest growth rate of
private consumption was 0.30% in 2011 while the
largest was 96.56% in 2016. The lowest growth rate
of credits to private sector was -6.59% in 2002 and
its highest growth rate was 56.71% in 2012. The
growth of credit to private sector was decreased
from 56.7 in 2012 to 25.1 in 2019, on average.
However, such clear depiction is not seen in private
consumption as it looks changing from years
to years since 2011. In sum, this historical time
series data starting from 2000 to 2019 does not
clearly depicts the association between credit and
consumption. It only shows that both credit and
consumption in Ethiopia are growing positively
since 2004. This provided us the needs for empirical
analysis to sum up the relationship between these
two variables by accounting for the other factors.

Table 1: Credit and Consumption Growth in
Ethiopia

Private Total Domestic Private

year Consumption | Consumption Credit Sect?r
Credit

2000 9.00% 14.10% 30.70% 9.40%
2001 2.80% -1.20% 4.90% 7.70%
2002 15.10% 12.30% 0.00% -6.60%
2003 7.20% 6.10% 2.40% -5.10%
2004 33.80% 31.00% 10.40% 8.80%
2005 25.90% 24.70% 29.40% 56.10%
2006 26.90% 26.30% 22.30% 28.90%
2007 51.80% 47.20% 25.50% 31.10%
2008 35.70% 35.60% 29.30% 48.80%
2009 15.30% 16.00% 11.50% 20.30%
2010 20.40% 19.50% 17.10% 26.60%
2011 0.30% 4.70% 29.80% 49.70%
2012 8.70% 9.70% 39.50% 56.70%
2013 12.10% 13.80% 23.40% 26.20%
2014 5.40% 8.50% 26.60% 29.20%
2015 8.50% 10.40% 33.20% 32.80%
2016 96.60% 87.80% 24.60% 22.10%
2017 12.30% 14.60% 28.70% 23.30%
2018 25.60% 21.60% 24.30% 25.10%
2019 30.69% 27.85% 22.82% 25.09%

2.2. THEORETICAL LITERATURE

This section provides an account of the
development of literature on the importance
of access to credit for consumption. Most
consumption studies have focused on the Euler
equation framework of optimal consumer behavior
proposed by Hall (1978). In this model rational
forward-looking consumers maximize expected
lifetime utility, subject to inter-temporal budget
constraints. The resulting model equation implies,
assuming that the real interest rate is constant
or the inter-temporal elasticity of substitution is
zero, that changes in consumption should not be
predictable.

Clearly,Hall (1978) combines permanentincome (PI)
hypothesis with rational expectations. He argued
that, changes in consumption are unpredictable;
occur only in response to unanticipated changes
in expected permanent income. A permanent
income (PI) hypothesis frames that the revisions
to the planned consumption path arise from
news about future income, which by definition
is unpredictable (transitory). In this Friedman PI
hypothesis, consumption depends mainly on




permanent income; consumers use saving and
borrowing to smooth consumption in the face of
transitory fluctuations in income.

In sum, income is conventionally believed to
be the major causes of consumption; however,
theoreticians have cast considerable doubt on
the role played by other variables such as saving,
borrowing in smoothing consumption. Having
discussed the theoretical background, the study
turned to the contemporary empirical debates
on the relation between access to credit and
consumption.

2.3. EMPIRICAL LITERATURE

Several studies tend to focus on the sensitivity of
income in changing consumption level, with the
objective of testing whether any change in income
appears to change in consumption (Bondt, 1999;
Baker, 2014). However, there has been relatively
little empirical work evaluating the effect of access
to credit on consumption.

Studies from different countries on the effect of
credit on consumption will provide an important
understanding of this issue. A common finding
is that the change in access to credit is positively
associated with the change in household
consumption pattern; although its magnitude
depends on the economic background of the
countries (Ludvigson, 1996 and 1999; Quach et al,
2001; Temesgen and Bamlaku, 2017; Li et al, 2018).

Study by Ludvigson (1996) investigated the role of
consumer credit in determining real consumption
growth in aggregate USA data using a model
of time varying liquidity constraints. He found
that the constraint induced dependency of
consumption on current resource may not be
permanently eliminate when moderate amount
of additional credit are made available and that
the expansion generate a short term boom
in consumption. Likewise, Ludvigson (1999)
studied the optimal consumption behavior of
individuals who face borrowing limitations that
vary stochastically with their income. Using similar
source of data and model used in 1996 in USA, he
found that predictable growth in consumer credit
is significantly related to consumption growth.

[Research Article]

Moreover, Quach et al (2001) developed an
econometric framework to analyses the effect
of household credit on the economic welfare of
households and use coss-sectional data from
households’ surveys undertaken in 1992/1993 and
1997/1998 in Vietnam. Their findings confirmed
that household credit contributes positively
and significantly to the economic welfare of
households in terms of per capita expenditure, per
capita food expenditure and per capita non-food
expenditure. They demonstrated as credit has a
greater positive effect on the economic welfare of
poorer households.

Temesgen and Bamlaku (2017) investigated how
credit access affects the welfare of households
and shed light on how household characteristics
influenced the decision to take credit and the
efficiency in credit use. They used data from the
fourth round of the Ethiopian Rural Household
Survey conducted in 2009. They employed
endogenous Regime Switching model to account
for endogeneity in access to credit and self-
selection bias in the decision to participate in
credit. They found that households with access to
credit have more consumption expenditure than
those without access to credit.

Li et al (2018) exploited a detailed new dataset
with  comprehensive panel financial and
consumption information from cash loan borrower
to investigate the relationship between the access
to the credit and the consumption response from
each borrower in china. In particular, they tested
whether consumption among borrowers with
high level of addiction is more sensitive to a given
change of credit. They have shown that expanding
credit access is positively associated with increased
individual borrowers’ consumption, especially on
addiction related consumptions such as spending
on the gaming related products.

In general, it seems reasonable to hold the view
that has supported the significant effect of change
inaccess to credit. Infact, all of the works discussed
so far add greatly to the body of literature in this
area and represent some of the most investigation
of the effect of access to credit on consumption.
However, some works by Ludvigson, 1996 and
1999; Quach et al, 2001 fails to accounts for
endogeneity problems arisen from unobservable
variable effect. Again, although the studies done
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by Temesgen and Bamlaku (2017) and Li et al
(2018) are promising in terms of accounting for
the above mentioned problems, Temesgen and
Bamlaku (2017) have used data that is not recent.
Moreover, Li et al (2018) is done for China which
may not be applicable for Ethiopian case. While it
is not easy to clearly control the entire problems
misleading the estimates, this paper will add to the
literature by exploiting household level panel data.

3. DATA AND METHODOLOGY
3.1. DATA SOURCE AND STUDY AREA

A data from Ethiopian Socio economic Survey (ESS)
and World Bank Living Standard Measurement
Survey (WB-LSMS) has been used in this study.
It is a cross-sectional micro data collected with
a gap of two years jointly by World Bank and
Ethiopian Central Statistical Authority. It contains
information on agricultural data, inter-institutional
collaboration, welfare indicators and other socio
economic characteristics collected at household
and community level.

In the household components of this survey,
households were asked special questions on
consumptions; and whether the household
over the past 12 months or anyone else in that
household borrow greater than 150 birr on credit
from someone outside the household or from
an institution for business or farming purposes,
receiving either cash or inputs and etc'. Such
information were observed and used in finding
the effect. Because the information was collected
on each 3204 household repeatedly in 2014 and
2016, it comprises a panel or longitudinal data set
up. The main advantage of this data is its ability to
make inference is enhanced by temporal ordering
of observation, and sample representativeness.
This study tracked each household using unique
household identifier “household-id”. Then the total
observation from the two data set became 6408.

3.2. ECONOMETRIC MODEL AND EMPIRICAL
STRATEGY

The aim of this study is to see whether household
consumption is affected by access to credit or to
compare the consumption levels of a household
who has access to credit with a household who
has no access to credit in Ethiopia. Income shocks
do not always directly translate into decreased
consumption. The mitigating factor may be
thought of as household resilience, the ability
to draw on past savings, to fall back on public
assistance or to access credit to address temporary
income shocks. Regarding consumption rather
than income as the primary indicator of household
living improvement, considering the role of
resilience and following the models used among
the others by Ludvigson (1999), Quach et al (2001),
Temesgen and Bamlaku (2017), this study specified
the following model.

Cons;; =0+ 8Cre,; +X'y+a;+¢€; €))

- ai (i=1...n) is the unknown intercept for each
household (household-specific intercepts).

« Consu - is household consumption, food and
nonfood consumption. These are the response
variables where i= household and t= time,

+ Cre - is access to credit. It is a main explanatory
variable

« X' - contains all other control variable such
as income, wealth, age of household head,
household head education, household member
size and year fixed effect (improvements in all
these independent variables are expected to
have positive impact on consumptions)

« 0 -isthe coefficient of interest.

+ Y- contains the estimates of other explanatory
variables

- Note that access to credit is a dummy variable:

Cre=1 if household borrowed more than 150 birr

on credit in the past 12 months and “0” otherwise

' The main reason for obtaining the loan were: to purchase house/ lease land, business farming, agricultural input, food crop, other crop
input, business startup capital, expanding business, non-farm input and others




"The key insight is that if the unobserved variable
does not change over time, then any changes in
the dependent variable must be due to influences
other than these fixed characteristics.” (Stock and
Watson, 2003). However, the key problems in
interpreting equation (1) by ignoring the panel set
up is that: first, covariates included in the model
perhaps associated with unobservable household
characteristics.

Second, the measurement errors, especially
recall error may correlate error term to another
variable in the model. In ESS households were
asked retrospectively. But, they might not recall
all the information correctly. These factors create
endogeneity problems. For instance unmeasured
household characteristic that affect both demand
for credit and household consumption, such as the
health, and ability of household members, as well
as preference heterogeneity.

Hence, the best way to deal with such problems
is to disentangle the exogenous part of access to
credits. This can be done either by controlling for
the unobservable factors leaded to endogeneity
using panel data or by using instrumental variable
(IV) methods, two stages least square estimation

Table 2: Summary of the Variables used

[Research Article]

(2SLS). Since finding good IV is quite difficult this
study relied only on panel data to handle such
factors, at least partially, in this study.

Moreover, clustered or robust standard error is
used in the estimation of model (1). This is due to
the fact that, the sample was selected randomly
from the stratification of large enumeration areas
within the country and then households were
randomly sampled from each enumeration area.
In this case the effect of access to credit might be
heterogeneous in each enumeration area and our
goal is to generalize the effect of access to credit
on consumption in all household at country level.
To allow for sampling nature of the observations,
to control for a changing variation, the robust
standard error was used in the estimation.

4. RESULTS AND DISCUSSION
4.1. RESULT

Under this section, the result and discussion was
presented. First, data were explored using summary
statistics and then models were estimated using
panel fixed effect model, and finally the estimated
coefficients were discussed.

Cre=0 Cre=1 (Cre=1 - Cre=0)
Variables1 Obs Mean Obs Mean Average Differences
Cons 4,560 21121.01 1,554 21868.24 747.24
Fcons 4,560 16674.96 1,554 16783.19 109.19
Nfcons 4,560 4167.64 1,554 4798.85 631.21
IncR 4,797 23609.95 1,611 29766.31 6156.36
hh-size 4,797 4.93 1,611 5.35 0.45
hh-age 4,790 47.28 1,610 45.12 -2.16
hh-educ 4,733 2.21 1,601 2.10 -011
wealth 4,797 293 1,611 2.78 -0.15

74.86% 25.14%
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Table 2 reports the average summary for variables
used in this study. It divided the sample into two
groups: that sample of household who has no
access to credit (Cre=0) and those who has access to
credit (Cre=1).It's observed that, only 25.14 percent
of household has accessed credit in the periods of
this study undertaking. The average differences
between the two groups were indicated at the
final column of Table 2. This result is obtained by
subtracting the mean of variables when household
has no access to credit from the mean of variable
when household has an access to credit. It shows
that the total consumption, food consumption,
nonfood consumption and income are all positive.
This indicates that household with access to
credit seem to have better improvement in both
consumption and income than household without
access to credit on average. However, investigating
the significance of these improvements is
important to conclude such argument. In this
effort, econometric model is applied.

Moreover, the average difference in household
size, age of household head, maximum years of
household education and wealth are reported
under similar column (final column of Table 2). The
difference shown by these variables is truly small.
Ideally, the variables such as household size, age
of household head, maximum years of household
education to be differed between groups won't be
expected. They are expected to balance, on the
average, in both groups. Bearing this summary in
mind, this paper turned to the next steps to show
the significances of improvement mentioned
above using panel fixed effect model.

Tables 3 present our empirical analysis. For each
of the response variables, the set of estimates
succeeding the strategy drawn under methodology
was presented. In each Table, robust standard

errors that allow for the correlation of observations
within the household have been used.The reported
estimates are panel fixed effect model. For the
simplicity and consistency of the interpretation of
coefficients, the exponentiated coefficients, were
reported because of the response variables were
in the log form.

A response variable for the second column is log
of total consumption, for the third column is log
of food consumption and for the fourth column
is log of non-food consumption. Moreover, the
model for log of total consumption and log of food
consumption has included the year fixed effect in
addition to the other covariates. This is because
the test for whether inclusion of year fixed effect
confirmed (see TestPerm at the final raw of Table 3)
the inclusion into the model. The other covariates
included were access to credit, wealth, income,
household size, and highest years of education
and age of households.

The estimated outputs in Table 3 come after a set
of estimation have been done. To decide between
the random and fixed effect model panel model, a
Hausman test was applied. The test null hypothesis
is that the preferred model is random effects
(Green, 2008). It basically tests whether the unique
errors (ai) are correlated with the regressor. The
Corr(u-i, Xb) and Hau(Chisq) at the end of Table 3
are the results of this test’s. Based on this result,
fixed effect model is the preferred model. This
confirms unmeasured household characteristics
such as health, ability of household members, as
well as preference heterogeneity correlation with
access to credit. This preferred fixed effect model
is believed to remove the unobservable variables
effect that is correlated with access to credit
provided that they are not varying over time.

2 Notes: this table reports average summary of the variable used in this study. Cons indicates the total consumptions of household;
Fcons indicates the household food consumption; Nfcons indicates the household nonfood consumption; IncR indicates real income;
hh-size indicates total number of persons in a single household; hh-age indicate the age of head of household, hh-educ indicates the
maximum years of education for the head of household; wealth indicates household assets; and Cre indicates 1 if hh has access to credit
and 0 otherwise. Due to the absence of wealth index in ESS survey, household asset as an indicator for it was used. All indicators for
consumption and income were deflated by spatial price index computed by data sources.




Table 3: Estimated model using Panel Fixed effect 3

Dep't var > m (2) (3)
Total Cons. Food cons. Nonfood cons.
Indep't Var ¥
Cre 1.043 1.011 1.161%**
(0.023) (0.025) (0.036)
wealth 1.029* 1.021 1.050%**
(0.013) (0.015) (0.015)
IncR 1.000 1.000 1.000
(0.000) (0.000) (0.000)
hh_size 1.125%** 1.125%%* 1.120%**
(0.012) (0.013) (0.019)
hh_age 1.002 1.003 0.998
(0.002) (0.002) (0.003)
hh_educ 1.010 0.997 1.030%**
(0.007) (0.008) (0.011)
Y16 1.051** 1.056**
(0.017) (0.020)
N 6041 6041 6015
R? 0.277 0.225 0.237
Model Diagnosis
rho 0.579 0.532 0.615
AIC 3161.6 4698.9 7338.96
F(overall model) 27.4(p=0.0) 22.02 (p=0.0) 15.72(p=0.0)
Hau(Chisq) 141(p=0.0) 1605.62(p=0.0)  200.07(p=0.0)
corr(u_i, Xb) 0.18 0.13 0.23
TestPerm (F) 9.07(p=0.0)  8.67(p=0.0) 0.02 (p=0.87)

Moreover, thereasonsforregressingaccessto credit
on food and nonfood household consumptions, in
addition to the total consumption, is to find out
the heterogeneous effect of access to credit. The
coefficient on the “Cre” in the second, third and
fourth column shows the effect of access to credit
on a set of household consumptions. The result
seems shows positive but statistically insignificant
effect at 5 percent significance level for total
consumption and food consumption. However,
it shows that access to credit seems to have both
positive and statistically significant effect on
nonfood consumption.
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4.2. MODEL DIAGNOSIS

The model robustness was checked based on the
assumption required by fixed effect. First, there is
a random sample from the cross sectional data.
Secondly, each explanatory variable used in
the model changes over time (for at least some
households), and no perfect linear relationships
exist among the explanatory variables (Table
4). Thirdly, we have used robust standard error
and hence, the variance of the differenced
errors, conditional on all explanatory variables, is
constant. This ensures that the differenced errors
are homoscedastic. Similarly, the differences in the
idiosyncratic errors are uncorrelated (conditional
on all explanatory variables and ai). This means the
differenced errors are serially uncorrelated because
it contained using robust standard errors. A more
important thing is a reliability of this result, which is
explained by intra class correlation coefficient (see
rho Table 3). It shows a moderate (between 50 to
70 percent) reliability, extent to which correlation
and measurements are replicated. In all cases, it
found nothing to change the estimated results in
the models of Table 3.

Table 4: Correlation between Explanatory
Variables

Cre wealth  IncR hh-size hh-age hh-educ
Cre 1.00
wealth -0.055 1.00
IncR 0.005 0.023  1.00
hh-size 0.0785 0.07 0.014 1.00
hh-age -0.06 -0.06 -0.006 -0.051 1.00
hh-educ -0.013 034 -0.01 -0.014 -0.35 1.00

Notes: this table reports the correlation between
explanatory variables

3 Exponentiated coefficients; Standard errors in parentheses is robust. The significance levels are * p < 0.05, ** p < 0.01, *** p < 0.001.

Cons indicates the total consumptions of household; Fcons indicates the household food consumption; Nfcons indicates the household
nonfood consumption; IncR indicates real income; hh-size indicates total number of persons in a single household; hh-age indicate the
age of head of household, hh-educ indicates the maximum years of education for the head of household, wealth indicates household
assets, and y16 is year fixed effect, which is 1 for 2016 and 0 for 2014. Due to the absence of wealth index in ESS survey, we used household
asset as an indicator for it. All indicators for consumption and income were deflated by spatial price index computed by data sources.
Because the dependent variables are in log form, we presented exponentiated coefficients in the Table 3.
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4.3. DISCUSSION

For the interpretation of the estimated coefficients
we relied on the results in Table 3. In Table 3 the
model for the column 2 to 4 fitted the results of
logarithmic forms of response variables. Then the
coefficients can be interpreted as a unit change in
the independent variable, the log of the response
variable is expected to change by the value of the
regression coefficient. The variables with p-value
< 0.05 were considered statistically significant
as noted under Table 3. For the simplicity of
interpretation of the coefficients (Exp®¥) were
reported. This is important to explain the change
in percentage (Exp®* -1) of significant variables.

Estimates using fixed effect on household total
consumption show that, access to credit is found
to be statistically insignificant (coeff=1.043) at five
percent significance level. This indicates that the
total consumption level of households with access
to credit were not different from households with
no access to credit. Access to credit had been
expected toincrease the total consumption. Similar
result is found in the food consumption model, the
coefficient on Cre is 1.011, which is insignificant at
5 percent significant level. However, the result on
nonfood consumption model shows that, there is
positive and statistically significant effect of access
to credit on nonfood consumption at 0.1 percent.
This indicates that households with access to credit
were 16 percent (coefficient=1.161) more likely to
improve nonfood consumption than households
with no access to credit. This finding is consistent
with the result of study by Ludvigson (1996),
Temesgen and Bamlaku (2017), Li etal (2018).

Moreover, among the control variables, wealth
is consistently found to be statistically significant
factor for consumptions (in both total and
nonfood). Again, household size is found to be
significant factor in all total, food and nonfood
consumption (coefficient 1.125, 1.125, 1.12
respectively). This means, on average, a unit
increase in household size will likely increase the
household consumption by 12 to 12.5 percent
each keeping other thing constant. Moreover,
household head education (coeff.=1.03) is found
to be positively and statistically significant factor
for household nonfood consumption. This implies,
on average, keeping other things constant, a unit
increase in household head education will likely
improve the nonfood consumption by 3 percent.

In sum, the data we have used does not show
a significant effect of access to credit on
household total consumption. But it shows that,
in the disaggregated model, access to credit
has significant effect on household non-food
consumption expenditures in Ethiopia. Nonfood
items are durable goods (equipment, furniture,
health, education, transport etc.) and nondurable
goods (clothes, shoes, energy etc.). Nonfood
consumption also includes purchase of house
lease land, business farming inputs, other crop
input, business startup capital, and expansion of
business, non-farm input and others according to
the survey used in this study.

5. CONCLUSION

The purpose of this paper was to see the effect of
access to credit on consumption expenditure in
Ethiopia. This is explored using Ethiopian Socio
Economic Survey (ESS). The key findings are
twofold. Firstly, the evidence used in this study
does not show the significant effect of access to
credit on total consumption expenditure. Secondly,
in the disaggregated consumption model, access
to credit was found positive and it has significant
effect on household non-food consumption
expenditures in Ethiopia whereas; it is insignificant
on food consumption expenditure. The result
shows that when a household has access to credit,
its nonfood consumption expenditure is expected
to increase by 16 percent. While it is believe that
much has to be done for the generalization of
these findings, these results were in line with the
results found in the study by Ludvigson (1996),
Temesgen and Bamlaku (2017), and Li etal (2018).

It is worth asking if these results are specific only
to the case of Ethiopia, or if they have broader
application. This study believes that the
context under investigation is characteristics of the
developing nation. The majority of households in
Ethiopia are living in rural area and access to credit
is actually low. Whatsoever, access to credit seems
to increase nonfood consumption. So, this study
area may serves as a case of how access to credit
increases the non-food consumption expenditure.




The finding revealed that improving access to
credit is an active approach in helping to improve
nonfood consumption. Due to the paucity of
timely household survey in the developing
countries context, it would be beneficial to pursue
additional research in Ethiopia in order to set the
most appropriate policies; much remains to be
understood about the effect of access to credit on
consumption using experimental study design. A
drawback here is the lack of long time longitudinal
data in Ethiopia, which would have allowed us to
see household over time and to study how their
consumption changed several years after the
credit has been accessed. Openly, more complete
data would be recommended in order to do
further analysis on the effect of access to credit on
household consumption.

[Research Article]

6. RECOMMENDATION

The findings of this study clearly show that
access to credit has positive effect on household
consumption expenditure. Particularly, access
to credit has positive and significant effect
on non-food consumption expenditure. As
the consumption expenditure is the largest
portion of national income (GDP) and also stable
measure of living standard (welfare), improving
it will have paramount effect on the national
economy. Therefore, the policy that leads
towards strengthening human capital, enhancing
technologically supported cash transaction in the
financial sector, reducing credit bottleneck (such
as collateral, infrastructure facility, household
awareness about the advantage of using financial
industries, etc) should be encouraged to further
improve access to credit and then household
living standard. Moreover, all government &
nongovernment organizations, and other financial
sector authorities should stir up supportive policies
to improve financial access and to enhance the
household welfare by broadening microfinance
institutions, expanding bank branches, and etc. in
Ethiopia.
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ETHIOPIA'S EXPORT SECTOR:
OVERVIEW

Birritu talked to External Economic Analysis and
International Relations Directorate (EEAIRD) about
the current status of the country’s export sector, its
recent recovery and deprecation of Birr. Here are
the questions and answers.

Birritu: would you explain the basic features
and structure of Ethiopia commodity export
sector?

EEAIRD: The structure of Ethiopia's export is
dominated by agricultural commodities and it has
been stagnant around $3.0 billion. Total export
receipts exhibited marginal average of fall 0.002
percent during the last five years. However, the
export sector started to recover since FY 2019/20
owing to mainly policy reform in the mining
sector. During the last five years, the major export
items of the country were coffee (28.5 percent),
oilseeds (13.9 percent), chat (10.0 percent), flower
(9.5 percent) and pulse (9.0 percent). These
commodities accounted for 71 percent of the total
export receipt.

Birritu: What were the driving factors for the
performance of the sector during the last few
years?

EEAIRD: The main factors for weak performance
of the export sector until 2018/19 were related
to global price & income fluctuations together
with supply side constraints as well as logistical
challenges. The sector was prone to vulnerability
related to price volatility and economic slumps
in the global market. Subsistence nature of the
agricultural sector, (in the production side) and
limited supply of commodities to the export market
in terms of quantity and quality have contributed
to low terms of performance of the sector.

In addition, poor trade logistics compared to
competitors was the major challenge to the export
sector to compete in global market. According

to, the World Bank survey, Ethiopia ranked below
both sub-Saharan African as well as neighboring
countries score in terms of logistics indicators.
Moreover, the overvalued Birr exchange rate
had its own role for the poor performance of the
sector. As it led to illegal export of some of the
export items which affected profit margins or legal
exporters and producers.

BIRRITU:Howdoyouexplainthemacroeconomic
consequences of the poor performance of the
export sector?

EEAIRD: Poor performance of the export sector
has broader impact on the macro economy of the
country. As one component of Gross Domestic
Product (GDP), poor export performance directly
affects the momentum of economic growth
jobs creation as well as gross foreign exchange
reserve position of the currency. This, in turn,
triggers inflationary pressure either arising from
foreign exchange shortage or sluggish economic
performance.

V/4

Inadequate foreign
exchange availability could
also impact the economy
via import side. As import
dependent country, limited
supply of foreign exchange
in the economy affects the
availability of imported
goods for both consumption
and investment there
by affecting the growth
ambitions of the country.
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Overall, the consequences of sluggish performance
of the export sector are multifaceted and have a
multiplier effect on the overall economy.

BIRRITU: The export sector has started
recovering since 2019/20. What is the emerging
factors accounting for the strong export growth
performance?

EEAIRD: Despite depressed external demand
due to COVID-19 pandemic, the export sector
has grown by 12.0 percent during 2019/20 due
to government’s policy response to support the
sector. Particularly, astonishing performance of
gold export was one of the major factors for the
recovery of the sector. In addition, coffee and
flower exports are have contributed substantially
for the positive performance of the sector. The
government hast provided a range of policy
supports to the export sector which support price
incentives, logistical supports and tax waivers as
well as bank credit facilities to selected sectors
to enhance their production and export despite
COVID-19 pandemic.

BIRRITU: What are the factors for the surge in
gold exports?

EEAIRD: One of the reform agendas of Home-

Grown Economic Reform Program is to ensure
macroeconomic balance through price and market

mechanisms.
Y/ 4

As one action of
this reform agenda,
the National Bank
of Ethiopia (NBE)
reviewed gold price
in May 2020 to
incentivize in gold
trade rising formal
channel and to
reduce incentives for
contraband trade.

Since then foreign exchange receipt from gold
export grown by about seven-fold to USD 196.5
million in 2019/20 from USD 27.9 million a year
earlier. Moreover, revenue from gold export has
reached USD 600 million during the first eleven
months of FY2020/21.

BIRRITU: How do you assess the implication
of the export growth performance on the
country’s economy?

EEAIRD: The recent recovery of the export sector
will have positive impact on the economy by
increasing employment and foreign exchange
as well improving standard of living. Though
the extent of the impact is limited, in general it
contributes positively to the economic growth of
the country.

BIRRITU: What do you recommend in the
medium and long term, to sustain the high
export growth performance?

EEAIRD: There is no easy remedy to fix the
extensive problems of the export sector in short
period of time. It requires a comprehensive
approach starting from production side to final
destination encompassing all value chains of
the sector. First and foremost, a gradual shifting
of the agricultural sector from subsistence to
commercial farming is a fundamental issue to
increase production, productivity and to sustain
export growth. Secondly, since addressing supply
side issue will not be enough, we must increase
our competitive advantage by improving both
the quality and price for our exports. Thirdly, the
competition by itself requires improved logistics
and infrastructure development which reduce the
time and cost of export. Fourthly, strengthening
the export diversifying agenda aligning with
industrial parks development has a paramount
importance to bringing about structural shift in
the export sector. Finally, promoting backward
and forward linkages between agriculture and
industrial sectors improve production efficiency,
productivity growth, technological and managerial
capabilities and market diversification.




BIRRITU: What role should the NBE play to
support the export sector?

EEAIRD: The NBE as a central bank plays an
important role in supporting the export sector.
Exchange rate policy is the leading policy tool
that the Bank can use to enhance external
competitiveness of the external sector by
formulating export-specific incentives and policies
such as FX retention account and pre-shipment
loan incentives.

BIRRITU: Some people argue that faster
depreciationof the Birr exchange rate against
US Dollar could boost export while others
are against such policy measures as it could
stimulate higher inflation. What is your view?

EEAIRD: The Birr exchange rate has been
depreciating relatively at faster rate especially since
2019 to correct the level of the Birr overvaluation
accumulated in the past years. Competitive Birr
exchange rates are believed to have a positive
effect on boosting exports, improving external
balance and strengthening economic growth.
However, the magnitude of the Birr exchange
rate depreciation depends on the level of the
overvaluation of that birr from the equilibrium
value. In general, the effectiveness of exchange
rate policy could vary at each country and product
level. The responsiveness of export products
to Birr exchange rate deprecation matters a lot
for effectiveness of the policy. As agricultural
commodity exporter, Ethiopia’s responsiveness of
export to Birr exchange rate depreciation could be
limited compared with industrial products.

Although, despite most of Ethiopia’s export
products are deemed to be less responsive
to exchange rate changes, the exchange rate
depreciation of the birr at least supports the export
sector through compensating the losses derived
from domestic price differential vis-a-vis trading
partners.
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With regard to
inflation, exchange
rate depreciation
may cause domestic
inflation to rise but

it depends on the
degree of exchange
rate pass-through

to consumer prices
via imported
commodities. That’s
why experts advise to
accompany exchange
rate depreciation by
tight monetary and
fiscal policies so as to
contain inflationary
pressures.

As a result, NBE has adopted tight monetary
policy to balance the impact of exchange rate
depreciation on domestic price during the last two
years.

BIRRITU: Any final remarks?

EEAIRD: Promoting export has been the prime
agenda of the government for decades but
the performance of the sector swings year on
year following global and domestic economic
fundamentals. Thus, the sector demands a
synchronized effort from all stakeholders with
close follow-up of each and every developments

of the sector.
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2I°C P+ (zero sum game) ALLPT U-Hd°
178 +AFLHPTF 173 ASTCE A1.02FN
MaP 091,08 AL

U AAN.m “The Theory of Absolute Advantage”
eNAd: NAL-L-9° U706+ NHP+E mép (Low
cost) Soo/++7% 9oCt+ 708 U-Ar9° +meeoy
QLGN %094 yoo-: NALLYIGC RNOLH AANL 19
NPT NP 1&&a ooCY +oeChr-Ho- Soo /47
gOCt+ N1%1t ATX7N8% N09%:L7 NhYS U7C
gemMy, U+ 07t 099°M+ CFAA 074
hoo-:: @Y hAM Anh HE, L0 +eNL T AU
NgeoL-N ho-CTq9 NN9%T Ko3L0h ++7NC
Ter N6 AD-M T AP 1A N+ALI° hAND- NAY
09A+7 &4,%:097 (1912-2006) RNAM ht++i+1
N34 00370+t haNoy 08 7A.0, Noepo-T
tenNee oMYy UNFP 0711 hhooH7NPA:
:NO2H U hAM §+71HN®- NHoo: NAT7AH
A19 NAPt+ATS: U7C htnhY8om- SA1%-0td
h NSt NovhAat yo-:

No2H  NOTCN+s  Noe8n+9eCN+  7ann
RAACAtL ANAM fW1%-N1T0 ANt Nh&E+T
UtF NoeemMma A2 ANINC SA1%-0t0
AOMT  ATLSNE-L- NHLPE N+3.0009
Noem8se AANLOT Athelt oo+71+T FAL:
: AH.YU A2 oo77HA SANTY 17C N.C N18F -
oo & Hoo19 P hH.S %A foomr pooC
gemMy, Ut UL PP 1%h YaNFoy
QWb+ NiNLNt Hoel ho28IMo9Fm-
A@-MqRgemMy, U1+ - Noo1At oolf v o
QUT N0t 09NL-LSPFI° AhaeAnFA T

NN RNOLH hAa 9°x0 U1 N.oenAg® hir
NA Neem AANLPTF ANHAOT AT +F+F1
ANtT72.a: NPTt +F+7 SN+972 hANPE
N17% ALY NhnT (value) AL SAdooMFwm-
O9NL-0SPE GF@-: 1773 AL SPLN@- hANL -
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“The Theory of Absolute Advantage” %S
ONCE (1772-1823) ++F AT 4hCE U741
N7 Aocomeg® %% Hp+q  RO99PLF
ogn. (Low cost) SATFw-T 9°C+F A1F CHo-
oo/l AeMNPNTF@-g° AA:: QU hA(,0-g°
“The Theory Advantage”
NooNd L3 A:: “The Theory of Comparative
Advantage” UAt U741+ Uat 9°Ct h9PL-F
MUt A18.G 0 (AP HP+E R099°LF moen,
SA®@- (LIPIG° ATh, NATAL-Pit HP+E o,
RoOP8nmMm-y goCt+ ooCM 0990/t Lo
8729° ApA®m- U7C Nooto- AT U9° UAtk
U761t N17% L+and. Urd® +mdoy LIPS
Q094 h-:: &Y hANIC ANhHO L0 7 T
74 9°19° Ak, NNACO-SPTF N+AL 17
NAG>-SPF  +F+FT N3N+T7%I0:  AAD-
NNLH N4 AL 7+ SbLNa- A T9CHN (1818-
1883) ./ R99ChA +7F+ Stoenl+o- Nhnt
(value) 9P 1+ AG gO16EF AL jo-::

V/4

AI9QHge 1 LnCL ANt
(value) qOI6RF RNAD@
TaNtioolts NTHd ST
Ax 99ChA 17 RN
Tant NFi@ ANt
IR 1@ Ad 2nindd::
2UT19° “The Theory

of Surplus Value” 1994
710 VAN 220RPa::

of Comparative
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A8 09ChA 708 hivt Ab.mC R92FA®- hho-
7ant NF At oo+ NFo Sawo AN+t
goyge 4[4 ht (Surplus Value) oo&m(
A18.09¢Fd Nten0949° hT+a No-nmr
Qwm- 7AN+ +fh0Y(embodied labor) (loolf}
091&@-g° +/ b, hvt 08, 141§ @ oY hANt
A

gyge Noelt+ AL AOCS UANL+aANRit
(Socialism) €NAA: At NI2H T HANT CAtT
N7a0N ooalt AL AS¢oo-t+ 09Chh 79°
UNLEANPY+T Noe8A (class) @290 (TS
Ot AL 71NFFd: R09Cha +1F% NI°Ct
Y3+ R+7TT Atvt N -+ @ 008.A] (proletariat)
eMMC AC A09PHA R0I9°[F aoALSPF
Nwi+Gm- 081 €MMC AC ePA hAANT
AANAHS 771 R0 4-t5 - 003 ANIHNH %44
Q074 - RO9GP[F 0vALSPF hNL-tE -
0081 MM o6 P ShTFAN+ oesA
R0L-+G @7 0081 N+ASS% HSPF AMIHNH
C2C7Pa: W18 09CHhN 708 ShTFAn+ oo
At N& A0YSL7 R0YmeaPNFa- R{1'HNH
oY 72F hi-t GF @ QAA:

Qoo% oo/, 8@ Wi-+F @ §+L-Hoo RV - AhtT
NOYw/i-t Nh124 hhT ©8 h& R098FC h&S
(subsistence wage) ovhéb.d hth 09487
1o QU NGPAN APARY ATS NL-HE NPT
Q+4-Hoe 4G+ 09A+9° h 8 NGt NAL AT Wi~
N99%:£7 8500 A1C PI SA®- 9°Ct h19.800(Ct
+.C? N194 N7 100 A1C 9°1% Novhé.d
R026.MCY AMt (400 1C) h& 0987 o
2U° Rw-t+F @1 A1'HNH N4 SS.C7PA LAA:
APAN Wi-t+E @ A8 (Gt NF AT Wi N.8.L7
Q0200+~ Rh(Lt o°m7 htmenm- 400 A1C
NFF 1 1NC: UA+E o THAH hat SV
NAtTT ASL-Hoo HNHNTH (Wi-tE) MY
No94%7 NNGt+ {090/ +@-% 9°Ct NNenooC
QeoMHAH nat hoo-: Wat§o- QeoHNH
H% Swi-+@7% 9°1%  RNAM Noodin AU
hi-tE o H% QW -G M CT ASNHIC U1 0L~
NG+ ASL-Hoo- SA®-Y Wi+ &MY+ hT1%NL-
(Intensity of work) 199%:/.7 +e094 hht

h19.7% 09nFA hoo-: 09ChA U 1L hebdN
N%A NwitF o 008 N+n% +74 0L (Gt
A1 73A1F W1 U9° hh&S JC AT1%oomMm’
+3.C3ax

RNTHAHI®  CAt  R+nS%:  O9AASPF
AS+8.L70t 99Chn Sk/LNFo-t YOTF hSLov
(9°719° A1, A9 N H 571 LA THLN+9P)
NAU+ Hoet AR.LANT 3.5 AL €75 A NAT9L4
77 UNLtwn®st+ NNH U726t UHN kS
70>t HIS hAdtAn At%hoe oot
NAU+ 0P+ NM+N9PMLUV76-+NF 75 T
7% a: Ng°MY YN+ A1t UNL+wNPRht+
NPTt 92+FN+ 9°hISt goIg°  ATh,
ANNLo- ARSEEC 2H /9°MYy YN+ A7+
09g°M+ .3NFAI® HA% 0%:71+7 (Sustainable

Development) 77 09/J7T" hSATAIC 024
Y-

Y/
AHUG® 1@ A127
eqom UMt 124
VANl AdA 035 IR
nao1)(1C A9enC AH?
N6 1K NWLT
hoge.W(, @ aopft
o5 eqomy UN+
NG 2PYT N¢

N 1D

QUI° AU R0%FAM- R9PMYy Y1t 07t
R0FP0- KT ROt7NL0>- o0 7nFt
NooPr oo 1703+ L79° R0w-p+: 7G4+ A
H @011t AA0LFeNTFo- QU eAM& T
(efficiency) NATL7%:1 AheC ZH A1E NHARY T
R9°MY Y1+ A7+ ASLI7mr heF N I° 1974
100-:: 1A184 70ANTF h9°P Rb.mi- hUNeFFo-
N& N A1 U-9° Qoo hT ShepS +PL:




NNTISNL.AITF @ 6.MT AT FAPPER 0-ALPF1
(Quick and Daynamic decision) (100+7(1C HA<%
0%7+7% SLI7Mir N074 joo-::

NAT%4 N7A00F AL R+oonl+ f9°MY, Y+
@AY (RG24 0990+ 5. M) Nh11S UL
H1S nTHAHI® 2Cet Shoot A (700
SPL(tFa: R70ANTF @AY R+AS% NoelPr LU
8.79° Ng°MY Y1+ AL hhoo/ )]+ (Instability)
SANtAd N0RA joo-:: AHUIP R09S((++
oonl-ho8 SNTFHAHI® LA+ No+7NCNFo-
U726t N+83J9% thattt f9°My Y+
$fo-NF jo-: thakt R9°My YNt bo-nF
MPCAFPT L1 SFN St AT12AT® mIhC
NA oeAN- N9NLE (A8 9°AN h.the.h 11980FPF
NN ho2oh AUZCE h.h-h N1997 NhNS
hU7Cih.h-h 12008 NN927T h02HNG NhO-CT
+hAETT § 4297109 f9°MY Yt donF
NooMn) A.hi-hé €FSa::

geyge K, NAO2H AND 99CHhA S R9°M L YN+
AANPF INTHAHI® AT UNLTWNDR +hiQ
M.& N.ASIP U-rg® 771 NN epQ “classical school
of thought” N02NA®- R9°MY Y1+ AN HC&
oo8.Nr: 2V R9°MY, Y1+ AAN HCE PT PT
007ABLE (10vZ0048 RhNt 9PT16R hhdCN+
(Supply Side) A14C R9%814-4- 0Pt 100-:: NAL
ACOT7AR A1S+APNL 0 At R0 @A - hI°(t
00U/ ,SPF w6 (cost of production) jm- Q09
Yo

U ATYNL-L-T €BLO9T A8 9PAN 1TONS:
QeRLO9m- ARt (PJo- HQS.AJP) R0Ym(40m-
68,090 \O7G°/+ R4, 2@~ RN 7AN+: hTFad
hq M T 7T T 0, P10 AmdAL $:9°(
QUL9d (AO9CHhA RN 77aNt NF 10 Rhft
goyege) i 09A+gP AT M3 68,07 A\09gP/ +
5010t R4 Swi-tE 7ANT oA h1S b
879° 3 NGt .4F RFL0Ym Aft hw-po-
2NAMA h1S. 09AT j-: NALIIP RATS: 9°Ct
At 0o+ ANt hheCNt oom™ ATAC oo
270 AN fheCNt comT 79° N7ht
®en. AL tTMAMA 1o ACYAS {098 (Tt
@Y h9 hAOYHY 10 @Y AYL@+ NMYP
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hN&AZ (LT NN&+ Noe?7 T+ AT hAOYH 8.79°
AVt cow/F® ALY N+1TF Noowl-ecot
Rt1a NGAG® AL RKAYYH Ant ho-Y NAET
2Nama Lan:

ATHY hANLPF N+AL N02H AH.V 978 CN -
091468 hheCNt (Supply Side) h1AC AU
A1 17C ONHY W77 Atk ST1AA LA QU
AL PPA@ Qoo R9°MYy, Y1+ hANLPF
NNCE ++F AT NPTt R99CND- +F+
R@-Y-hA99H MALTS, (Water-Diamond
Paradox) 1ovNd 24moPh:: RHYU AN +FPF
VLIPS (Marginalist) €N0AN:  SAANO-
h(-098F htace8.o- Rg°My, Y1+ Ant+AnAl
N+AR o178 At SL-4 AT AHCS-9
A2 hedT ANCHTPA: AANLD ONPTYT
ROYPIPIm- hhntoLS +I°UCT ML+ Noar
(Austrian School) AT NPT+ NORY7CE
o2nn AT ULh AN AL Rtooal+ 1o AtHU
ANNLPTF At N7200NE (0%t (Subjective
value) A +oo/hH UAl ATE ho99°LF oen,
JC 9°19° 77 it fA@-g° j- Q09+ 1w
+717% Q@Y Aft NhAIYH Sinm- @Y (N4t
NhAI?H ATAC Noe?2 T+ AT APT hAOIHT
no-Y NAL N& SA 7ANNP &A7t+ NACYSAS 1o
AA: U NgPAN AYARY NAL-F+ Gt AgPT
Rh&q h&T16RL, 1A AT hdha PI hhC9
N&+ NiNLo- PI ool AL R8Nt
09NL-03 NDCT N&TI° P AU RhET h&T168),
6114 hG hdhd N099°/+ R0 Mm- meRe 37
Sha §+AS] ALI.AGP: RAdTN 7ANNE N0t
(Subjective value) ATH.U 9°C¥+F NoopRL 100
Q074 100

nhCq Nt APT AAGT h& 168, 6810 0L gP
Ahahd RiING-Fo- 2ANNP  &A7?tT HP+TF
Noe Pt AGPCHE RO2AM-T At He SA NATNC
APCHE AT §A7t HP+E nALT g°1g°
heit PJ hovhbd &PRE NACLTTFo PIo-
ROY@Am- NVHIPT NAO-SPF A2t AL IF
1NC: 08 (T 8. U7C 70 A.N& 71 NPF
NOE&T h&T68, 622110 029° Nhdhad 1N T
TANNP N3+ Novgp,ovl. PIO- & AA TFAA

Q074 Y-
®
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AHY hA +en09, 0948 A9/ hTIS 16ty
tACt Ak (R999°LF 0gn, @) 300 A1C 100 1A
N0 AT toeAng £ACtT 300 NC Ant SA®-
17C 77 A1 F P n©- 6F ATAINT A0S
NGPCNo- A8 ULI@-8T AAN VAT o P)
nov%oo/,8m- LNAMA 10 R0+ g°nS+gP
RF Pk Am- g°nA §SHO- +ACT NHIT @ -
&1 9°nIS+ SWPTFT 2ANNP N0+ (Subjective
value) N& NAS.L700-+ACET h& NA PD AP 7H+
Pt 8ASh: QU AANG® N9°PMYL Yt
AN A% 0471 SNLnt AT QU R&A7T
(Demand) +71+9 €NAA: hAL +70A@7
+htie HooG®Pwm- MY, Y1+ AN PI7
(Price) R&A7+9 Rh®CNtT oMt ATE NATS
NF AT AT1092FA SA1L-L-d: 09A+I°
A®CNt n&AZT hNAM PI Lo (2 Nt+PL-1.o-
hheCNt &A721t hNAM PI L dPL-d::

2Y fUZIPST (Marginalist) hAfL AN Y+
00-8+&F N+nLI° AtC& Ntdgkoo LCETF
nC Ml AQws ofg® (ML bmi-
g°CI°C HCE A+n074 00-3+8F 073N 71 HN -
17C L5C RN A% &A2t Noeh+d 9°C+a
722701 AtmPolo A708 N07%LA
R098NL- +C&TT SVL- 00T 99LD7T LFAd
Qo2& LU9a: NALIIC R099°LF ovALSPF
(7aN+: NTFAT ooL+) AOIPLt hNbALPTF
A1E 0A% A1SAPE 0071HAN 5CN940 924
LU

AAD YSIPST (Marginalist) AHCS- SNLh++
Pq 14 YA AAPD Ramrt +C79°9 T
b= hiTHU AANST P71 028+ A8 mA%
00/% (Key Information) j00-: O9A+g° (17018
MCOT “g°: AOYY: A1t Qoo 427 ROYNTT
N+AAM 00173 ACYNGOT MKOY 0vA,S -

PAA SN 9PAA ATYPLAN NPA- PD NN
RNAM DT hIPL-FF NbANx PIo-7 N09%+F
ROPG°LF oA L3PFIT ool Lt YR FFo
NN % @8 19Ae NO7HC NPhe hIPCHo- A0S
SPCNN 09t hoo-:: QUT AOYLT hIPL-FF
§tmepoo-t+ 7018 PI7 ho-: o0/ Fo A%
Rool% 1% NAoe-S (Noey 70+ +bmi AU

2FAd) SHIZw- L.NA R99wNS.0-7 R77THA
oenT 2H ATNN. 2790+ QY UFvd .79°
nU-nt NAL gCH+F noZoel+N+ oMy Ut
Mg @-N-10-N ANTLLT LU Nov 3 00-3+87F
NO®S: (Planning) 24+ MNA RO+
Q2K A9 t1FE @At NACRTC AYS. P
N+PAma, (efficient) 0017 ANLt hLFNI°
AN AHUIP 1@~ RH.U AAN +nFF h PP
(66-9° N09NA 8.L%) o041 70+T1 MAd 7N+
N7089° It Nm<PAL NG°MY, U+ AL h1225C
Qoyoondt: RHU HC& AANPTF o070t
099% NwaAge a9anC (hU7C o-nMge I°Y
nU7C -6 no2NTHC Te+)NSF1TT 7474
ATRU9° %718 7Nt Novov-At  (Market
Failure) AL N1F oo@AT hANT AN 9°I9° AN,
A2 SHY HCE 9°U-4-1 ALt 8708 7nt
Q070104 RAG° 0924 aonl-noHS N.8PCMHTP::

V/4

ao1?0t+ NA1E UC
omy UNt+ one
05 AND: ASLDqO
1104 U AMNPF
NHC4 o390t °8au(t
(hundwaer+ nAa(0)
N+de A.A.A N1929-
1933 e+hAat+@
GN09PG RANLOY
PN +htoe ANCH
(1883-1946) ~AT9Nn L1+
1@D::

Noet NhCZLNh RN AMTF €TC NFoh
M- 1Nt (h 25 Noot 1AR)  2H, 1NC:
AHUIP AL A 09a+ 077N~ 17C U F7C
nghnt TC SNTH AAMI° ALDAZ 274




QP9 GPhL-N@.STY 0%+t SNTHANT
NCht M17¢8L76829  RUANLENNPRYTT  hAal
NLoMTo- 68,6 13..00+ w0+ ShTH +13%
NTFAHIT 334 SHYU hAN h(-09E5Fg°
LLHST +Nho emé-ir: TH ATS.0200-
N1% RNTFAHI® WCAt AL R+71N 9°M Yy Y+
AT 2H R7ANNTF &€A7TS Arnntoet
Nat+mAe ®Lg° goN18+ hAN (Animal Sprit)
A1 00178 ho9hn70- NFF AT LFAN:
1 2V NOLINT ot M- AT Aer9°CS
N&EM1+I° @ 1NLNtT AQaeAn NASLTFA NH.Y
H o170t N+AL R721C AT S®en. 7A.NT
(Fiscal Policy) Noem<9® h&-++71 (ovoo-A+t
oMy YN+1 00337 LTCNFD 074 100-::
N+en,07469° SHU AAN +nFSF 00170t Wi~
AT R ’9°MYL YNt PN A00FS.7
NOYwA8.m 7 A AL 9°19° ALY+ 0940909+
®eg® QY7 731 (Discretion) ATC hL709°
Q09 VAN ATHL-r: QUIP AANM AIRLHNT
hG ho-CTY h.h.h 11929 hG 12008 Qoo+
nthato- Rhh9099 42970 do-n (.733.7
et

goge Ath, SRS AAN AUI9P LN
Noey 7203+ +oel-6 00ALs LIP19° hdeF
gemMy, Y+ 9L NS TETEY
NO9N+573: AL 7G04 NH.U AhAN AL 99 (T
PT +FFTF 0Lntirt GFm: QovTov,3m-
Y70+t S7Ath AT AGY7TH A
NH&9S. Ng°My Y+ AL ACt h1STFoT
ANT28ACE- SH?TF hG 877N HC& R9°PM LY NFP
191t (Economic Freedom) AL ANFP +FhT
%A%~ %024 1o AHUIC A18.9948 hibh
Amei TH. TCoeh: R&ANT AMAS A9
Qb P@- (Lt UNLY o070+ 1%+ g°PM,
YN+19 B2 NooeMmC UAt+go- RGAgP
MCitT Ao A1S8.LT (& Yt SPCNA:

AALI° +FPF o070t N9PMYy Yt AR
09qm- 77 hU1 SH?F oo A 70Ch+ (Serf)
A1E 121t ARUIIP o RO9At: AAD-
o070+ AtoeAng GAY R7Ath etAaTtT
AO77Tt) hANLAT @en. 99817 00170t
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en, 7N ANAT ANLFA Nb SNET
722t (Budget Deficit) SAh+Ad UI° R09©(C
hnTo9 NOFHN+T OA+I° P 1L+ 17
O9HY 72+ A1 U-9° 7 HCE 00,6807
( Private Sector Crowding out) SAN+AA 022
Yoo ATHY T hoh.h 11929 R9°MY, Y+
- N1A N+AL SNE+ 72T AT SPD 1Lt
Nh3HN ho-h P10 R3S AT NHY ZH N4A
QtblB R9°MYL YAt TAAPT U h70ot
Sn70r 1N&: dA NS hAM D&+t
+8.C7 N+FPF 021 NATS U7C R9°ML
YNt ®o-n +nnt (DAY U7C f9°MYy YN+
- +hat R09NA®- A6 ©4-t 9°My Y+
hS 7t naFR 10) R7NC hG ©er. 7NN U7
QU7 A0 (7747 hoet+1+7%: (Y7 ho-6pbm-
hhd Oent 9N0AT AT STOAS.®T ROIARS
UJ® hN8&C7 Ad+70C) ho2aF hns.A9° ZH,
AN OAS: 09Gm- AJP{IHIP jm- 09 joo-::
NH.U NA7C9° LA ST AAN S+ ®AS.®- h.h.h
N1929 Athatom- fgPMYy YN+ do-n F7C
A1 AHoor goMy, Y1+ 4Q29m AJP{1HIP
NAUY AU+ Hooy 9PMLY 4P F°7C aomdgP
AP RO GPU-L-19° +F+ SN iv::

LS AAN NPTItT ROYEET N771NC
$3.9°+11+ §Fh? +9°UCt (Lt (Chicago School)
N2+ 4,097 004+ hG ShNT08 TIPUCT
M+ (Austria School) 9°U-4-1 N1ULH oot
TFw:: ARI° +9°UCT LTF b 0170t
+A+671 NA1S U7C 9°ML YNt AL (g Poo-gP
Fh? +°UCtT Nt U1 (DAL 022+
&/,3:097) R0989°+t+ oo 17nFt 099F @ hAL
A8 +703@ o0 ool AANT 9PN Y+
AL AP+ R09FNtT 029 NO70hA® NTh
hoInFit R7THAN 7AAT (Monetary Policy)
NooMeg® ool AANT 024 1o RYIP 09Nt
NATS U7CR9°M L YN+ -0 hoohn+ N4+9°
U1 Ndbo-h ot 090NAP N+ 77HA
hPCN+Y Noogr,oo(Cq Noebin goMy Y1+
new-n 0387 270A A1E YPLTT O,
70T oo MagP K701 h&3.AGP LAN:: 090 NAP
Nth eg° ooy 70t U NOY8.C7Nt+ 2H
T7a% Sy Rhw(l-C CAt9 ovool8 Antix
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704 LAN: NFN?2 TIPUCT Nt 9°U-L-1 oM
CH.U &AM he-998F “Monetarist” (100N
emé-ir NALIP RANNL® h(-09E7%F HC HC
Qoo 170t Rtmoat 029 N+toat R9°My YN+
ANNN(N&-29710 HCE) £3.74-v::

NAT%4 nbntTo8 +HI°UCT Nt Rom AANLPT
o370t MRS U7C 9°ME YN+ AL goygo
099 RA@-g°: 41 8m0-9° 1+ASR 2ZH NAI24.mML.
RgeMYy Yt Po-nF ooinh 1% 708 AAN
AT o070t N9°M Y YN+ AL R02+7N4+
RPMy YNt 7TANPF GFo QAN 00T 70t
R°MYy Y+ 7TAAPTT NoemdgP {gemMy,
YNt h&7t R093coMam- 14 7081 Nov/NTi
(distortion) {9°Ct+ oeALSPF R9°C NAUY
(Artificial) 00778 A19.300C k109847 10~ LA N
AALPYIG Nee 170t MagP 71+ R0200H7)
geMy, YN+ A7+ UA9° +hthet f0200M
RgPMy Yt do-n 740 AN 3.00MA:
U190 R9°MYy, Y1+ (-8t (Bussiness Cycile)
MA@ emiéFa: noeZoe,s 2H QU hAN
SNL-4t hHY T9°UCT Nt Som AANPF
GF @ RHY hAM hE-09387F €3%.9° N1072NA 8.LE
Qo017+ 099 LPmOYy::

AgPAn, 7THANT A1ons A1 U7C 771HA
NPT7 A NATSE 970NAR N7H TN C o-aP
NF ool AN+9° NA®- Lhi-nd-tvi 7THA
A13.09%15@-g° i N+NSS +09+ Aovl+9
ngeMy YN+ o-am Ao38L (R090%3.4.+
N APCNT HTo- NAM SPI 1Lt7
Qb0 hG NAPT H1S: oo l-68 1L T 109
100:) 2704 CAN: LU hANL NhU T+ 0P+ 1GNP
AL NO7ONA® NIhF AT hoot 70+ MM
-, U 7THNF A1%.6.M hC3A: AIPAN,
+ASY < cryptocurrency (Bitcoin gpL9°(%)
A1 TF SHU hal omtF GFo: htHY
R7THAN AYET N7A0ANT ATE  N0Y0hAP
NINF A18.09¢+00- Al RA.A::

nAL §+HLHLY hANLPTF NF hQ3.NX9° N9PM Y
YNt °ULT1 HIS 094t mend NA
AN Adoom- ANh 20§® oo Db A Hooh
o708 1N, R9°MY, Y1+ hAMN § “classical
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CAPITAL GOODS FINANCE COMPANIES

Finance Business S.Co

No Name Of Company Address Phone Fax
1 Waliya Capital Goods Finance Bahirdar 058-2206780 | 0582 205 342
Business S.Co
2 Oromia Capital Goods Finance Addis Ababa 0115-571307 | 251-0115571411
Business S.Co
3 Addis Caplt'al Goods Finance Addis Ababa 0111-262445 251-0111263479
Business S.Co
4 Debub Capital Goods Finance Hawasa 0462125191 | 251-462 125 170
Business S.Co
5 Kaza Capital Goods Finance Mekelle 0344400085 | 0342 40 00 84
Business S.Co
6 Ethio lease Ethiopian Goods Addis Ababa 0116393397 | 0116392730

Capital Goods Finance Bussiness Licensing and Supervision Team




Information on Micro Fi_nance Institutions

NBE MFI No.
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Name of Institutions

Telephone No.

Fax No.

Ambhara Credit and Saving Institution S. Co.

058-2201652 /0918340256

251-058 - 2201733

Dedebit Credit and Saving Institution S.C.

034-4409306 /0914702214

251-034-4406099
251-034-2400208

Oromia Credit and Saving Institution S.Co.

0115571158/18/33/ 0911771023 (GM)

251-011-1571152

096619611 GM

Omo Micro Finance Institution S. Co. 251-046 - 220-20-52
046-2202053/ 0462207384
. . . 0118952389/90/91
Gasha Micro Financing S. Co.
0911240437
. 0116463569
Vision Fund Microfinance Institution S. Co. 251-011 - 6293346
0911211823 (GM)
. . . o 046-2200850 / 0462206151
Sidama Micro Finance Institution S.Co. 251-046 - 2204704
0916836687 (GM)

Africa Village Financial Services S. Co.

0116532052 /0113204732
0911296401 (GM) 0913113446

Buusaa Gonofaa Micro Financing S. Co.

0114162491
0911223679 (GM) / 0912017087 (FM))

251-011 -4162501

PEACE Micro Financing S. Co.

0116678059 /0911219506 (GM)

251-011 - 4654088

Addis Credit and Saving Institution S. Co.

0111572720011111512/13 0911406174
(GM)

251-011-1573124

Meklit Micro Finance Institution S. Co.

0113484152/0113482183
0911318625 (GM)

251-011 - 5504941

ESHET Micro Finance Institution S.Co.

0113206451/52 0911677434 GM)

251-011 - 3206452

Wasasa Micro Finance Institution S.Co.

0911-67-38-22 /0113384133

251-0113679024

Benishangul-Gumuz Micro Financing S.Co.

057-7750666 / 057-7752042
0911951484 Gm

251-057 - 7751734
251-057 - 7750060

Kendil Micro Finance Institution S. Co.

046 1105952 /3831 /5663

251-046-11015

Metemamen Micro Financing Institution S. Co.

6615398/6635801/0913460432(GM)

251-011-6186140

Dire Micro Finance Institution S. Co.

0251129702/1127072/1119246/47
0911353890 (GM)

251-025 - 1120246

Aggar Micro Finance S.Co.

6183382/3104 0911689457 (GM)

251-011-6183383

One Micro Finance Institution S. Co.

0911658497 (GM) / 0911169263
(Finance GM) 0911418280 (Aster)

Harbu Micro Financing Institution S. Co.

0116185510/ 0911512633 (GM)

251-011 - 6630294

Digaf Micro Credit Provider S. Co.

0112787390/2782252/0910-27-52-34
0911936785 (GM)

Harar Micro Microfinance Institution S. Co.

025-6663745/025-6664078/0912401911

251-025 - 6661628

Lefayeda Credit and Saving S.Co.

0116296976 / 0118237179

Tesfa Micro Finance Institution S. Co.

0115526205 /0911831882

251-011-5512763

Gambella Micro Financing S. Co.

0475511250/0475512252 /0917823153

0475511271/ 0475512390

Dynamic Micro Finance S. Co.
(Approved 23/03/09)

01155491585540390 / 0915766908(GM)

Somali Micro finance Institution S.Co.

0257752122257-756976/77
0915768505 (GM)

0257780462

Specialized Financial and Promotional Institution

S. Co.

0116622780 0911625576

251-011- 6614804



Information on Micro Finance Institutions

NBE MFI No.
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Name of Institutions

Telephone No.

Fax No.

Lideta Micro Finance Institution S.C.

0914788554 0344450064/32

0344452829 /0344450383

0115500700/701 /0912364092

Nisir Micro Finance Institution S.Co. 0911059722 /0911875165 305/1250
Adaday Micro finance Institution S.Co. 0342405095/69 /0914749064 0342405217
Rays Micro Finance Institution S.Co. 0913386180 496/1110
Afar Microfinance Institution 0913399644 0336660748
Kershi Micro Finance Institution S.Co. 0118721106/02

Debo Micro Finance Institution S.Co. 0911758872

Sheger Micro Finance Institution S.C 0113 698998

Yemsirach Micro Finance Institution S.C 0118312404

Grand Micro Finance Institution S.Co. 0912116101

KAAFI Microfinance Institution S.Co. 0946877364

Kalub Microfinance Institution S.Co. 0252789263

Gogiba Microfinance Institution S.C. 0911951484
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