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Abstract

The current investment trends in Ethiopia indicate that the private sector is
not willing to invest in remote areas. This is due to the fact that the central
objective of the private companies is profit maximization in any business ac-
tivity. Hence, anticipating merely the private sector’s investments doesn’t
work for Ethiopia’s pastoral areas. State-owned enterprises (SOEs) and en-
dowment companies should be taken as alternative means to promote in-
vestments in those remote pastoral areas. Obviously, the SOEs can be estab-
lished by the federal and regional governments of Ethiopia, whereas the en-
dowment companies can be established by charitable endowments which
need to be non-political party-affiliated. The constitutional basis for estab-
lishing those entities may be challenged due to the existence of some concerns
over the operation of the existing ones. The writer of this article is of the opi-
nion that there are adequate legal and policy justifications as well as practical
necessities for promoting SOEs and endowment companies. The need for
promoting investment through those business entities is uncontestable as the
private sector is reluctant to invest in the remote pastoral areas. The main
objective of this article is to investigate the policy and legal justifications for
promoting investment through SOEs and endowment companies in Ethi-
opia’s pastoral areas. Moreover, the article suggests the compatible political
economy model to strengthen a government-led investment, for the purpose
of this article, in pastoral areas.
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1. Introduction

The past legislative decisions of Ethiopia indicate the socio-economic matters of
the pastoral community were not sufficiently addressed. This situation has re-
sulted in socio-economic inequality between the pastoral and non-pastoral areas
of the country. The problem is also continued, to some extent, in the present re-
gime, the Federal Democratic Republic of Ethiopia (FDRE). The government has
not practically created economic development that uplifts the pastoral commu-
nity from poverty. That is why the recent drought and famine have been affect-
ing the pastoral areas more than any other parts of the country.

Some of the government financial regulations have created an obstacle to the
creation of a pastoral community having a middle-income economy. It is ap-
parent that the role of banks is very crucial in creating a middle-income econo-
my. However, the government has abolished the financial regulation that allows
the formation of interest-free banks which could benefit the vast majority of the
pastoral community who accounts about 15% of the country’s population.

Nonetheless, it does not mean that there is no positive effort at all. In the Ethio-
pian growth and transformation plan I (GTP I), the issue of pastoral development
is somewhat addressed and the plan is executed from 2010/11-1014/15. As a
second phase, this plan is being implemented and will end after two years.
Moreover, micro-financial institutions are allowed to provide interest-free ser-
vices in pastoral areas. Overall, promoting state-owned enterprises and endow-
ment companies in the pastoral areas can be the best option to compensate for
the past economic marginalization and the gaps created due to the lack of inter-
est-free banks.

The methodology employed when conducting this research was a qualitative
approach. The study has used both primary and secondary sources so as to gen-
erate quality data. As primary sources, the FDRE Constitution and the procla-
mations of investment, microfinance institutions, state enterprises, and charita-
ble and civil society organizations are consulted. As secondary sources, pertinent
policies, strategies, and different literature are reviewed. Finally, the findings ob-
tained from the qualitative data sources are integrated to reach an equivalent

conclusion.

2. Pastoral Community in Ethiopia: An Overview

The pastoral communities represent about 15% of Ethiopia’s population and
approximately 40% of the land area of Ethiopia is considered to be under pastor-
al production (Sara & Mike, 2008). The total direct economic contribution of
pastoralist to the Ethiopian economy (through the production of milk, meat,
skin, hides, etc.) is very significant which accounts for about 6% of the agricul-
tural GDP per annum (Sara & Mike, 2008). Despite their economic contribution,
there has been a fundamental misunderstanding of the pastoral production sys-
tem in Ethiopia (Hogg, 1997). There is a general perception among policy and
lawmakers that pastoral lands are underused and therefore should be brought
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under the plow or put to other uses such as ecotourism. Such misperceptions
have subjected pastoral communities to political and economic marginalization
(Eyasu Elias & Feyera Abdi, 2010).

Resource alienation and curtailment of mobility have made pastoral house-
holds vulnerable to frequent droughts, food insecurity, and famine (Gadamu
1994). Policy engagement by pastoralists on key environmental issues has been
weak partly due to a lack of field-based empirical evidence on pastoral land alie-
nation and destitution (Zelalem Ylma et al., 2009).

Mobile pastoral communities have been coping with changing environmental
conditions for centuries, and as a result, they have a long established capacity for
adaptation. (Gadamu, 1994) However, changes in their environment in recent
years—including the increasing frequency of drought, land fragmentation, and
natural resource degradation—have undermined their adaptive strategies, which
are now increasing their vulnerability (Holly Welcome Radice, et al., 2011).
Trends point to a pattern of climatic hazards that are more frequently turning to
disasters. One option for pastoralist and agro-pastoralists is to build on their
adaptive capacity and resiliency using a response that is closely based on their
skills in managing natural resources (Holly Welcome Radice, et al., 2011).

Pastoralists’ livelihood is mainly intertwined with livestock resources. Im-
proving pastoralists’ livelihood is inseparable from the development of resources
(FDRE, 2010). Livestock production is not only important to pastoralists, but it
is also vital to the economy of many crop farmers as well. As with crop produc-
tion, the performance of this sub-sector has been greatly hampered by recurrent
drought and other supply-side problems (Assefa Admassie & Degnet Abebaw,
2014). There is a need for policies and enabling legislation decisions to support
the participation of pastoralists in markets to strengthen their livelihoods along-
side targeted measures to support those who are being left behind (Future Agri-
cultures, 2011).

3. Policy Framework Pertinent to Pastoral Matters

The history of development-oriented policies and legal frameworks of Ethiopia
show that the socio-economic matters of the pastoral community are not suffi-
ciently addressed. Nonetheless, this historical defect is being corrected by the
current government. Since 2001, the socio-economic interests of the pastoral
community have been incorporated in the government policies and legal
frameworks. This can be evidenced by the past development plans of the coun-
try: Sustainable Development and Poverty Reduction Program (MoFED', 2002),
and Accelerated and Sustainable Development to End Poverty (MoFED, 2006).
Moreover, in GTP I the interest of the pastoral community is somewhat ad-
dressed. It has made reference to pastoralist aiming at strengthening agricultural
development activities in pastoral areas to raise the standard of living and im-

prove nomadic livelihoods step by step (FDRE2, 2010). However, the productiv-

'Ministry of Finance and Economic Development (MoFED).
“Federal Democratic Republic of Ethiopia (FDRE).
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ity of the livestock sub-sector, which is the principal means of livelihood for the
pastoralists, has been at its lowest level during the implementation of this plan
(FDRE, 2015). Under GTP 1, it is planned to improve the livestock sub-sector
with the objective of adequately exploiting its potential for growth, export earn-
ings, and job creation. The strategies designed to realize these objectives are im-
proving animal health, animal feed and animal breed with targets to increase the
productivity of meat, milk, honey, and egg. However, the writer of this article
doubts the effectiveness of GTP II in transforming the livestock sector to the re-
quired level.

As explained above, under GTP I, pastoral matters have been somewhat ad-
dressed at the textual level (FDRE, 2010). Nevertheless, under GTP II, there is a
gap in the document, that is, the required attention is not given to the pastoral
development matters. Cross-cutting issues like building climate resilient green
economy are made as the policy and strategic pillar of the plan (FDRE, 2015).
But, the agenda of pastoralists, who constitute 15% of the population, is not
treated as one pillar. Of course, the pastoral development matters may be ad-
dressed in specific documents that could be formulated to implement the GTP.
Nonetheless, policy attention implies budget priority—the policy implementing
institutions of the government pay more attention to the strategic pillars. Here,
the suggestion is the pastoral regional states need to fill such a gap when imple-
mentation the GTP. The regions should formulate specific policies that priorities
poverty reduction in the pastoral context—focusing on alternative income gen-
eration schemes like establishing state-owned enterprises and endowment com-
panies.

Furthermore, micro-finance institutions, that are compatible with the special
needs of the pastoral areas, should be expanded. Accessible and flexible financial
services are among the basic ingredients for rapid economic development of a
society at any level. Recognizing this issue, financial system-advancement has
been taken as one policy direction and strategy in the overall fight against po-
verty in Ethiopia. The role of micro-financial institutions is very important and
even irreplaceable.

Following the promulgation of proclamation number 40/1996, after one year
from the coming in to force of the FDRE Constitution, a number of mi-
cro-finance institutions were established and have been operating in the rural
areas of Ethiopia. But, these institutions are not accessible to the pastoral com-
munity in general (Pastoral Development in Ethiopia, 2004).

Recently, some NGOs and government-run micro-finance institutions are
trying to provide non-conventional financial services, particularly interest-free
credits in pastoral regions by special permission from the National Bank of
Ethiopia (Pastoral Development in Ethiopia, 2004). This is a good approach.
However, when we look at the experience of Somali region, as an example, the
rural pastoral communities are not utilizing the interest-free credits basically due
to lack of awareness as to the introduction of this new system. Hence, regional

governments need to work for the accessibility of the micro-finance institutions
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and conduct advocacy as their services are sharia-friendly.

To let GTP II and pastoral-oriented poverty reduction policies work in pas-
toral areas, it is decisive to consider micro-finance institutions as one major al-
ternative income generation means to the pastoralists. Accordingly, priority
should be given to rural micro-finance for food security. This may include credit
and savings needed for agricultural production and off-farm enterprises. It may
also include other demands for financial services such as financing food con-
sumption and health care as well as providing households’ with more effective
savings, credit and insurance services for smoothing consumption, holding pre-
cautionary savings and diversifying the asset portfolio (Zeller, M., et al., 1997).

Overall, the following alternative income-oriented way outs can be taken as
crucial inputs to improve the livelihood of the pastoral community.

* With a view to creating alternative income generation to the pastoral com-
munities, federal and regional governments should expand and access mi-
cro-finance institutions.

* The federal and regional governments should provide intensive training and
support for those who engage in alternative income generation activities. The
pertinent bodies should promote entrepreneurism through formulating
workable legal, policy and institutional frameworks.

* The governmental and non-governmental agencies should work for the inte-
gration of marketing into the livestock sector. Accordingly, to mitigate risks
and to ensure the profitability of the livestock market, the pertinent bodies
should create a conducive environment to the pastoralists and private inves-
tors. This includes formulating workable policies, legal and institutional
frameworks, providing an incentive like tax exemption to the private inves-

tors, and creating regional and international market channels.

4. Establishing State-Owned Enterprises and Endowment
Companies: The Legal Basis

Livestock number and its productivity are decreasing from time to time due to
the recurrent drought, shrinkages of grazing lands, and the overall environmen-
tal degradation. As a result, large numbers of pastoralists are becoming food in-
secure. The livestock productions need to be supplemented with non-livestock
income generating means that enable the poor to earn additional cash incomes
(Nur Abdi Mohammed, 2006). Pastoralists are increasingly affected by poverty,
especially due to the lack of alternative income generation options. Hence, it is
very helpful if the government itself and charitable endowments fully engage in
some relevant investment activities through SOEs and endowment companies
respectively to create job opportunities to the pastoralists. Appraising the legal
and policy basis and the practical necessity of establishing such business organi-

zations is important, as it will be elucidated herein under.

4.1. Investment through State-Owned Enterprises

According to the Ethiopian investment laws, an investor who invests in the rela-
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tively under-developed regions of Gambella, Benishangul Gumuz, South Omo,
Afar, or Somali Region will be eligible for income tax deduction of 30% for three
consecutive years (Ethiopian Investment Commission, 2012). However, most of
the foreign investments inflow into the capital city, Addis Ababa, and its sur-
roundings because of the availability of the basic infrastructures like roads, pow-
er/electricity, and banking and communication systems. The foreign investors
have rarely interested in the pastoral areas due to a lack of infrastructure coupled
with security issues.

For example, in Somali regional state, some investors have submitted their
proposals to the regional investment bureau to engage in the livestock sector and
crop productions along the river banks. The regional diaspora is also returning
back with adopted technologies to make investments into their own lands (Min-
istry of Agriculture, 2002). However, after obtaining a license, the vast majority
of private investors didn’t start their investment projects. Here, the lesson is that
awaiting the private sector’s investment in the remote areas is unrealistic. The
concerned regional states have to cover the investment gaps through establishing
their own enterprises. The legal basis is as follows.

The FDRE Constitution incorporated economic and social rights and the cor-
relative duty of the government (FDRE Constitution, 1995, Art 41). By virtue of
Art 41(6), for instance, the state is obliged to pursue policies that enable to create
job opportunities for the unemployed and the poor and to undertake public
work projects. Likewise, the preamble of public enterprise proclamation pro-
vides that “the government of Ethiopia has adopted a new economic policy and
it has become necessary to take successive measures for the implementation of
this policy” (Proclamation No. 25/1992, Preamble). Moreover, by virtue of Art
89 (4) of the Constitution, the government is constitutionally obligated to pro-
vide special assistance to economically and socially least advantaged groups. It
specifically says the “Government shall provide special assistance to Nations,
Nationalities, and Peoples least advantaged in economic and social develop-
ment.”

Like the federal government, regional states also have exclusive authority over
economic matters reserved to them, and they can carry out their economic
mandates through the creation of public enterprises of their own. The states can,
particularly, enact laws for the establishment of public enterprises. In this regard,
the FDRE Constitution provides that states have a power “to formulate and exe-
cute economic, social and development policies, strategies and plans of the
State” (FDRE Constitution, art. 52 (2) (c)).

The public enterprise proclamation has stipulated the organization and go-
vernance of a public enterprise in Art 10. According to this provision, each en-
terprise shall have supervising authority, management board, general manager,
and employees. Dagnachew & Addissie assert that “The supervising authority
appears in Art 10(1) as if it were part of the organizational set-up of the enter-
prise. But it is an organ belonging to the executive government bestowed with
the protection of the ownership rights of the state over a public enterprise than
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an organ operating within the enterprise itself for the enterprise; it is a control-
ling organ that plays a role of limiting extreme autonomy of the enterprise”
(Dagnachew Asrat & Addissie Shiferaw, 2009: p. 82). There is a comparable go-
vernance structure to the above one in other countries. In countries like India,
which have a two-tier structure of governance, an enterprise works through right
channels and continuous dialogue between the executives and non-executives,
i.e. the supervisory organ and board management; and political interference is
very limited (Richard, 2010: p. 8). Under the public enterprise law of Ethiopia,
the supervising authority is controlled by individuals come from the executive
organ of the state—the government puts its own personnel. Even if it is desirable
to appoint key personnel by the criteria of professional skill, experience, and
competence (Proclamation No 25/1992, Art 12 (4)), the practical situation in
Ethiopia shows the contrary. These selection criteria are also, all most in a simi-
lar fashion, enshrined under OECD principles of corporate governance of
state-owned enterprises. Principle VII (C) says “SOE board composition should
allow the exercise of objective and independent judgment. All board members,
including any public officials, should be nominated based on qualifications and
have equivalent legal responsibilities” (OECD, 2015, Principle VII (C)).

In the Ethiopian context, OECD criteria serve the purpose of mitigating elec-
tion or appointment based on mere political affiliation. It is important to urge
consistency of state policy with the need to run enterprises efficiently and pro-
fessionally. Here, ideally, it can be said that such efficiency approach of the law
goes with the disciplinary theories of corporate governance which come under
the perspective of efficiency (Aguilera & Jackson, 2003: pp. 447-465).

In Ethiopia, it seems that management boards of SOEs have been elected
based on their political obedience rather than their competence. The manage-
ment board is not autonomous with regard to the formulation of broader policy
issues. It has only a partial decision-making power, that is, either it only recom-
mends such decisions or its sphere of action is very minimal. It seems that gov-
ernmental control is justified here. This approach of the law is contrary to the
OECD principle that deals with the need for limiting government interference:
“Mechanisms should be implemented to avoid conflicts of interest preventing
board members from objectively carrying out their board duties and to limit po-
litical interference in board processes” (OECD, 2015, Principle VII (E)). The
boards of state-owned enterprises should be composed in a manner that is ena-
bling to exercise objective and independent judgment (OCED, 2015).

4.2. Investment through Endowment Companies

The Charities and Societies Proclamation (CSP) No. 621/2009 which guides the
registration and operation of charities and societies was put in place “to aid and
facilitate the role of Charities and Societies in the overall development of Ethio-
pian peoples” and “... to ensure the realization of citizens’ right to association
enshrined in the Constitution” (Proclamation No. 621/2009, preamble). Since

2009 eight directives were issued to operationalize the proclamation. These in-
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clude consortium directive, 70/30 directive, charitable committee directive, en-
dowment directive, local fundraising directive, charities property guideline, in-
come generating activities directive, and audit report directive.

Generally, the primary laws governing charitable endowments are the above
frameworks. As provided under CSP, a charitable endowment is an organization
by which certain property is perpetually and irrevocably destined by donation or
will or the order of the Agency for a purpose that is solely charitable (Article 16).
In literal understanding, a charitable endowment is established for the purpose
of humanitarian assistance. Coming to its investment companies, they are de-
signed for the purpose of profit making rather than engaging for direct humani-
tarian activities. This has a legal base, that is, the endowment may engage in in-
come generating activities which are incidental to the achievement of its purpose
(Proclamation No. 621/2009, Art 103). Accordingly, party-affiliated charitable
endowments, like EFFORT, have created two wings: charity and investment. The
activity of the charity wing is governed by the above-mentioned charity and so-
ciety organizations (CSOs) legal framework, whereas the investment wing
(companies) governed by the commercial laws of Ethiopia.

The issue of governance: In principle, the law recognizes the rights of CSOs
to determine their own structure (Proclamation No. 621/2009, Art 58). Never-
theless, there are some provisions that require CSOs to adopt certain forms of
structure. Charitable endowments must have a board of management, manager,
and auditor within their structure of governance (Proclamation No. 621/2009,
Art 19). The law has also mandated supervisory organs to oversee the adminis-
tration and operation of CSOs (Proclamation No. 621/2009, Art 6).

The governance aspect of the endowment companies follows a different sys-
tem compared to SOEs. Like other private companies, they are established by
taking one of the forms of a business organization governed by the commercial
code of Ethiopia. Their governance affairs are also determined by the commer-
cial code based on the form they take (Commercial Code, Art 212).

Utilization of fund: the utilization of fund of charitable endowments is go-
verned by CSP and the 70/30 directive (the directive issued to determine the op-
erational versus the administrative costs of Charities & Societies). Article 90 of
the CSP deals with the regulation of administrative and operational costs. It
reads “any charity or society [organization] shall allocate not less than 70 per-
cent of the expenses in the budget year for the implementation of its purposes
and an amount not exceeding 30 percent for its administrative activities” (Proc-
lamation No. 621/2009, Art 90). Regarding endowment companies, there is no
legal restriction concerning the way of utilizing their income. That means that
they can use their income to expand their investments and/or spend on charita-
ble activities.

Moreover, there is an income tax exemption for charities. This is an affirma-
tive approach which enhances their financial capacity. However, endowment
companies are not exempted from any tax—they are required to pay tax as other

private companies.
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In Ethiopia, there are serious concerns over party-affiliated endowments.
They have taken many of the business opportunities of the country displeasing
private companies. Another area of criticism is that these endowment companies
operate their businesses in non-pastoral areas of the country. This means that
they are contributing to the historically-rooted income inequality created be-
tween the pastoral and non-pastoral communities of Ethiopia. It is not always
clear to what extent political considerations reflect the business strategies of
those firms, and vice versa (Ethiopian Economic Association, 2005). High rank-
ing party members manage endowment-owned firms. At another level, a
write-off the debt owed by party-affiliated enterprises to state-owned banks
would constitute a transfer of wealth from the state to the endowments (Ethio-
pian Economic Association, 2005).

Endowment-owned firms are not uniformly profitable. Many of the firms ap-
pear to suffer from inefficiencies typically associated with state-owned enter-
prises, including non-commercial objectives that weaken commercial sustain-
ability. It is widely understood that a significant share of the non-performing
loan portfolio of state-owned banks represents what were originally loans to en-
dowment-owned firms (Taffesse, M., 2008). So, what should be promoted is a
non-political party-affiliated endowment company which may be established by
any interested person from the public. There should be a strict regulation to
make sure that the ultimate aim of establishing such types of companies is, for
the purpose of this article, benefiting the disadvantaged pastoral areas of the

country.

5. The Complementary Role of State-Owned Enterprises and
Endowment Companies

The government, in order to put into practice the constitutional duty, can estab-
lish enterprises of its own to avoid confinement in relatively developed metro-
politan areas and to expand and market their economic and social activities in
rural pastoral territories irrespective of incurring losses. The enterprises are able
to offset losses from the huge profit they earn from their activities in developed
areas or even they may obtain a subsidy from the government for such. In rela-
tion to this, endowment companies have also a comparable role. They can open
up new projects into which the private sector business may follow once infra-
structure and a precedent have been established (Sarah Vaughan & Mesfin Ge-
bremichael, 2011). This means that the companies, like that of public enter-
prises, engage without calculating their profits rather it is for the sack of
socio-economic benefits of the pastoral areas. Consistently with the social di-
mension implicit in their nature, public enterprises and endowment companies
can play a key role in providing access to public health and education, clean wa-
ter, housing, food, and social security. Or else can apportion resources from
their profitable public enterprises in the form of profit share or dividends to di-
rectly allocate same for specifically benefiting the least advantaged segment of
the pastoral community (Sarah Vaughan & Mesfin Gebremichael, 2011).
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Endowment companies may have similar economic features as a public enter-
prise. This is to utilize them as an instrument “to promote the industrialization
of their respective regions and to contribute to the development of human re-
sources in the respective regions, especially to the establishment of research and
training institutions” (Sarah Vaughan & Mesfin Gebremichael, 2011). The
charitable endowments and the government do not merely intend to establish
endowment companies and public enterprises respectively but also geared them
in so far as it is appropriate to discharge the various economic and social re-
sponsibilities mandated by the Constitution to the government.

In sum, public enterprises and endowment companies have a complementary
role, that is, their ultimate goal is to benefit the socio-economic development of
the nation but not to enjoy profits for certain individuals unlike private compa-
nies. Pastoral regional states should consider the role of SOEs and endowment
companies in generating income options to the pastoral communities, especially

through creating job opportunities.

6. Adopting a Suitable Political Economy Model

The author of this article is of the opinion that Ethiopia has to follow a political
economy model that suites to a nation with a low-income economy and poor
democratic practice as well as communal, religious, and multi-ethnic society.
Accordingly, I suggest such a model should enable to:

1) Mitigate income inequality and provide social welfare;

2) Create an opportunity for economic interventionism/state interventionism
to regulate the market both at macro and micro levels;

3) Allow the government to engage in some selected commercial activities
only with a view to generating income to cover the costs of social welfares, in-
stead of imposing a heavy tax on the private sectors;

4) Allow the establishment of state-owned enterprises and endowment com-
panies so as to cover the economic gap that may be created due to the inability
or unwillingness of the private sector to invest in every part of the country; and

5) Realize political, economic and religious freedoms in their real sense.

Given the nature of Ethiopian State, a single model cannot sufficiently address
the existing diversified interests, i.e. those interests mentioned herein above.
Hence, following a mixed model will be an uncontested approach to sufficiently
address the democratic and economic demands without making one to the cost
of another. The elements of one model may not be compatible with the demand
of highly-diversified ethnic societies having different economic, political, reli-
gious, and cultural interests. However, if a mixed model adopted, the negative
side of one model can be replaced by the positive element of another model. So,
following a mixed model is very important for this and other similar justifica-
tions.

The choice of the political economy model needs to be from those having a
relatively close relationship and able to directly or indirectly address different

interests when mixed together. In line with this, Social Democracy and Deve-
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lopmental State can be taken as best examples that can be mixed together to ad-
dress Ethiopia's democratic and economic demands respectively.

When compared with Liberal and Conservative ideologies, the elements of so-
cial democracy are suitable for the type of democracy and society Ethiopia need
to create. Greater equality, stronger bonds of community, etc., are all things
which social democrats see as important changes (Kastning, 2013). But, for lib-
erals and conservative, individual freedom has absolute priority over equality
and solidarity, and the individual over society (Takis Fotopoulos, 2006). Social
democrats have a conception of freedom that accepts liberal and even some
conservative notions, but also includes the notion that people are not free if they
do not have the resources to do certain things (Kastning, 2013). Social democrats
assert that political freedom is also mean economic freedom. Unlike the liberal
and conservative, Social democracy advocates that social welfare is a fundamen-
tal part of society, and as the democratic expression of society (Julia, 2009). Re-
garding the role of the state in the economy, social democracy allows greater
state intervention than liberal and conservative ideologies. Overall, liberal and
conservative ideologies best suited for an advanced economy, and civilized and
individualistic society. Whereas social democracy best suited for a country with
low economic status, poor social provisions, and divers and communal type of
society (Julia, 2009).

Regarding developmental state, the very justification for picking this model is
looking at its approach towards the role of the state in the economy. This model
allows the government to establish state-owned enterprises with a view to creat-
ing jobs and generating income for the support of the state budget needed for
the provision of social services (UNCTAD, 2013). The government can also in-
vest in the areas where the private sector could not cover. But, this model could
not be an option to realize democracy as its approach does not incorporate
democratic elements either in the theoretical or actual declaration. This model is
compatible only with our economic demands. Hence, our democratic demands
best addressed by taking the elements of social democracy.

Therefore, from the perspective of the interest of pastoral areas, the above jus-
tifications lead us to conclude a mixed political economy model that integrates
social democracy and developmental state is crucial to best address the different
socio-economic demands of the pastoral community. This can be done through
investments operate by state-owned enterprises and endowment companies in

one hand and through social welfare on the other hand.

7. Conclusion

The FDRE Constitution provides that pastoralists should be benefited from the
development of the country equally with other people residing in different parts
of the country. To this end, the government has tried to improve the livestock
production sector. Most of the previous poverty reduction policy and legal
frameworks stick to the improvement of livestock production. But, other income

generating means are not given the required level of attention as much as the
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non-pastoral areas.

The income option that might be created through the investments of
state-owned enterprises and endowment companies should not be underesti-
mated. The Constitution allows economic intervention by the state in pastoral
areas than any other parts of the country. This is due to the fact that the pastoral
areas are the most disadvantaged parts of Ethiopia that require special attention
which can be exhibited through enacting workable legal and policy frameworks
compatible to the socio-economic realms of the pastoral community. This can be
achieved through promoting investment and industrialization opening up
state-owned enterprises and endowment companies in the pastoral areas. How-
ever, to sustain and strengthen investment through these business entities, it is
important to draw the relevant lessons from the existing enterprises and en-
dowment companies operating in non-pastoral areas of Ethiopia.

State-owned enterprises should entirely be led by professionals recruited not
because of their political affiliation, but based on their competence. Concerning
endowment companies, the suggestion is that rather than establishing political
party-affiliated endowments, it is desirable to encourage public-led endowments
which may take the forms of business organizations contained in the commer-
cial code.

It is understandable that to sustain and strengthen state-owned enterprise
and, to some extent, endowment companies, the type of political economy mod-
el matters. The author is of the view that Ethiopia should follow a mixed political
economy model to effectively address the various democratic and economic in-
terests of the country. In this regard, social democracy and developmental state
models can be integrated to allow the necessary economic intervention by the
government, provide social welfare, and mitigate income inequality as well as to
build democracy in its real sense. Liberal and conservative models are rejected

on theoretical and compatibility grounds, however.
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