
 

 

“We are much better of with stable and unfriendly Egypt than unstable Egypt” 

                                                            --Prime Minister Meles  

BY DEJENE SOJATO 

 

 Prime Minister Meles Zenawi on Saturday appeared before the press to  brief local journalists 

and foreign correspondents on a range of economic and developmental issues as well as  the possible 

impacts of uprisings in Northern Africa and the Middle East region on the country. Today's edition  

which  follows hereunder is the second part. Excerpts:  

 The tax collection of the six month performance shows the shortfall of the set target. 

Where is the under performance coming from, will this reflect the poor performance of  the five 

year plan ? 

 Meles: The tax collection for these past months has been below target. We had sort of two 

targets; one that we used for the budget and one that we use for our internal evaluation. For the budget, 

we use a lower target,  so as far as the budget concern,  we are safe because collection has grown about 

40 per cent compared  to last year but our target was about 50 per cent growth in tax collection and so 

we are below what are set to achieve. I think we can narrow the gap in the coming few months because 

the momentum has been gathering tax system is beginning to improve. So I think we will manage and 

if we maintain the performance of the last few months, even though it is below our target,  it is still 

within the safe zone for the next five years. Forty per cent growth  per year in taxes is not by any 

means a meager achievement. It is obviously less than 50 per cent and less than our target in that 

extent it is a failure but generally speaking the performance is not miserable. So we can live with 40 per 

cent growth rate in tax collection for the next five years. If we do that I think we are within the safe 



zone and indeed our five year plan finance estimates are based on lesser than 40 % growth rates. So the 

way we manage our finance get bigger target than is planned in the budget which means if we go 

beyond that our deficit becomes negative. However, if we achieve the minimum set, then we are safe. 

So we  always try to push it further than is planned in our budget. Sometime we achieve it,  sometimes 

we fail but our budget is generally safe. So our current budget is safe, our deficit will be within the 

range of 1.5 per cent and there is no doubt about that. If we can maintain the current growth rates in tax 

collection, our five year financing will also be safe. Safe in the sense that donor community will 

maintain current level of assistance  to the government. If that changes for the better, of course,  it 

would be better. If that changes in the negative direction, then we have to adjust. But I think on the 

whole, it is safe. The inflation figure you quote may be the month to month inflation rate;  generally 

what we and the IMF use is the 12 month moving average. The month you mention was about nine per 

cent,  it is still on the margin of inflation. I have the latest data, the latest data shows the month to 

month figure has fallen very significantly. The yearly moving average has not because it is a lagging 

indicator. But we believe once we get the handle on the month to month movement, the year to year 

movement will begin to slow down too. We feel we have handled  it. 

How is the government handling shortages of some commodities in the market? 

 Meles: Some of the commodities are already here. For example, we had adequate sugar. All the 

authorities are saying that they will buy additional ones just in case reserves are exhausted,  so they will 

buy before reserves are exhausted. But they will begin to release extra supplies almost immediately. 

The authorities have entered into contracts of supply of an average of 15,000 tonnes of edible oils per 

month, which is the total cost consumption of the country for the next six months which  is about 

19,000 tonnes. That should begin to arrive in the market may be in two weeks or so. In any case,  there 

is adequate edible oil in the country. It is the distribution which is the problem. So we have similar 

reserves of wheat and other commodities.  I think all  will be able to manage.  

What is your overall assessment  of the unfolding  situations in North Africa and Middle East? 



 Meles: The political changes in North Africa are very interesting. As I said I don't think anyone 

of  these events has come to a final conclusion. Libya is obviously in turmoil and nobody knows how 

this going to end. Tunisia and Egypt have completed the first phase of the revolution peacefully. So far, 

one part of the political establishment has displaced the other part of the political establishment that has 

as we know is not a definition of revolution. These things have not yet to come to a halt. These are the 

ongoing processes and nobody can pretend to know where this is going to end. But on balance,  all 

Middle Eastern countries and North African countries, Tunisia and Egypt are the ones that have 

relatively better circumstances for the establishment of a multiparty pluralist system. I don’t think there 

is any basis in Libya,  none whatsoever. I don’t think there is any basis for it in Saudi Arabia for 

example. But there is some basis for it in Tunisia and perhaps better than Egypt, and in Egypt perhaps 

better than in many other North African countries. The new regimes will have to resolve complex 

issues quickly, complex economic structural problems quickly. None of these governments likely have 

the magic to do it. So the new government will have to find some way of keeping the population 

satisfied without necessarily addressing the structural problems that is a very tricky questions. One way 

that government traditionally  used is displaced the attentions of the population to the outside world. 

For example, what the Argentina military dictatorship did before it started a war in Folk Islands to try 

to divert attention. There are  many possibilities for diverting attention of the population of Egypt for 

example, the  Palestinian issue is the one, the Nile issue is another one. So to what extent governments 

that find it difficult to address structural issues will try to divert attention to external enemies real or 

imagined is going to be an interesting issues to study carefully. 

 One thing is very clear and it is very important that Ethiopians understand that. The 

destabilization of Egypt can never be in our interest. It is the worst possible scenario. This is , despite 

the fact that Egypt has used all means at its disposal to stop us from developing our Nile resources. In 

spite of all that we are much better of with stable and unfriendly Egypt than unstable Egypt, much 

better of that and therefore people need to be careful about what they wish because their  wish may 



come true.  

What has been done by the Ethiopian government to guarantee the safety of Ethiopians residing  

in Libya? 

 Meles: With regards to Ethiopians in Libya, we  are aware that there are several hundreds of 

Ethiopians in Libya. We don’t how many as they are not properly registered. We don’t have  as you 

know an embassy in Libya. So it has been difficult for us to follow the development in Libya and to 

assist our citizens there. We have been working through the support of the Sudanese government. Our 

embassy in Khartoum also covers Libya. The Sudanese has huge Diaspora in Libya and a big embassy 

there. So we have been working through the Sudanese to help Ethiopians. We have now contacted 

several hundred Ethiopians,  registered them,  prepared proper identity card for them in Tripoli, and 

some in Benghazi. We are organizing with the support of the Sudanese boats and ships to  try to 

transport them primarily from Tripoli but also from Benghazi those who want to leave. Many of those 

who are in Benghazi don’t want to leave Benghazi but many of those who are in Tripoli want to leave. 

We are also working with UN Agencies to see if we can get clearance to use charter flights to transport 

Ethiopians. It is a very risky thing because of alleged transport of mercenaries from sub Saharan Africa 

to Libya. Flights from Africa to Libya have been extremely risky. It is not possible for us to use 

Ethiopian Airlines to evacuate Ethiopians from Libya. It has been very risky for sub Saharan refugees 

to go from the place they are hiding to the airport. Because of these difficulties,  we have been working 

together with UN agencies to see if we can through their support get the possibility of bringing our 

citizens out using our Airlines but that has not been yet settled. I hope in the next three or four days,  

there will be some Ethiopians, evacuate by sea. Fortunately, quite a few hardy Ethiopians have walked 

all the way from Libya to Sudan and Ethiopia. I am sure there will be some more that walk across the 

Sahara to escape the danger.  

Some Ethiopians who reside in Yemen have been paying  money for evacuation from there.  Does 

the government knows that, does  the government has any plan to evacuate citizens from Yemen? 



 Meles: There is no evacuation plan from Yemen. I was talking about the possible risk of further 

instability in Yemen. We are not there yet at all. It is our hope and expectation that such evacuation 

won't be necessary. So there is no plan whatsoever to evacuate Ethiopians from Yemen. If people are 

profiting from fear of Ethiopians living in Yemen and then it is unfortunate and those who told you that 

they are paying such money you should encourage them to expose this criminals and bring them to 

court. Especially now,  I am sure the Yemeni court will probably a bit busy now but they should report 

these to the Yemeni authorities. They should also give us the particulars of the individuals in the 

community that have apparently been involved in this type of activity. But this is not based on 

government plans and this can only be a criminal endeavour. 

There is some reporting that Ethiopians in Libya had allegedly involved in mercenary activity. 

Gaddafi's opposition has also displayed an Ethiopian passport in Youtube that allegedly involved 

in mercenary. What is your government’s response to that? 

 Meles: I am sure everyone knows that we have had our differences with the authorities in 

Libya. We have had them in public and private. So there is no possibility whatsoever that we could 

tolerate any Ethiopians fighting on the side of the current government in Libya that would be a criminal 

act because mercenary activities is outlawed not only by the Ethiopian law but also by African Union 

law, that could be the most despicable crime one can think of that any Ethiopian could commit. I don’t 

see how an Ethiopian would be trusted by the regime enough to be a mercenary. It is possible that some 

individuals who have military skills perhaps former regime soldiers with contact with Libyan 

authorities from these days, it is conceivable that there may be some individuals. But I have no way of 

knowing that is the case and I believe that if we have talked of mercenaries, we have to talk about 

significant number of armed people from some other countries including from Eritrea who may be in 

Libya. So I don’t  think there are Ethiopian mercenaries there. If there are, we would want to know who 

they are because we want to get hold of them, these are despicable criminals. If there are any such, we 

want get hold of them. I have not seen those passports; I can’t dismiss them as fraudulent without 



investigation that is why I said we would want to hold of this information. If there has been printing of 

forged passport, it is not in conceivable that some people will try to forge of our passport. If there has 

been such forgery, we want to know because we want to stop it. If there have been any Ethiopian 

mercenaries involved, we would want to know. Those of you who have internet contact, please try to 

get the particulars so that we could do what is necessary to stop criminal activities. It is likely a 

criminal activity one way or another. It is a forgery or Ethiopians involve in mercenary activities in 

both instances.  It is criminal. We would want to know and we  would want to stop it now.  

How does the government's attempt to lighten the impact of the ever increasing oil prices in the 

country?  

 Meles: As far as oil prices go, fuel prices go — it is something beyond our control. So it is 

beyond the control of anybody for that matter even OPEC these days does not seem to be able to 

control oil prices the way it used in the past. Now we are not as well as Gulf States to subsidize fuel 

prices. In any case,  fuel subsidies generally in the case of Ethiopia disproportionately benefit the 

wealthy. Therefore that is not the best way to dispense subsidies. If we have to subsidize, we ought to 

subsidize things that are consumed by the poor. Fuel that in one way or another entering into the 

consumption basket of the poor is not the main consumption item or is not a significant consumption 

item. So we will maintain our current policy of passing the price on the consumers and not subsidizing 

oil prices.  

How does the government respond to religion conflicts in Jimma  

 Meles: There have been religious conflicts in Jimma zone. I understand one individual has died 

in these disturbances and quite a lot of property damage has happened. We believe there are two 

reasons here. The first reason, there are some extremist groups within all of the religious institutions in 

this specific instance within the Muslim community.  We believe there are elements of religious sects 

and other extremists who have been preaching religious intolerance in the area. Secondly, we believe 

that amongst some youth in the area, there is a feeling that they have to correct whatever injustice has 



happened on their own. This idea of taking the law into your hands and acting to correct whatever 

mistakes you feel has happened is an attitude that unfortunately seems to find resonance in some 

quarters of these particular group. So, the government has been trying  first of all to stop the violence. I 

believe that has been done with quite successful. In spite of the damage to property and most 

importantly in spite of the death of one Ethiopian and then try and address these root issues,  root 

problems, identify the extremists who have been preaching these ideology of intolerance and see if they 

can be taken into court. There is a limit to what we can do to bring these people to court so long as they 

are preaching  without in anyway being involved in violence. It won’t be easy for us to take them to 

court. But if we can find some association between what they are doing by the way of preaching and 

what happened by the way of violence, then of courses we can take them to court that is the delicate 

issue we currently face with regards to religious extremists. We can't stop them from preaching but we 

can stop them from engaging in criminal activities including burning properties,  so linking the two 

needs to be very carefully managed and be supported by evidence. So we have some ideas to those 

individuals there. We knew that these individuals were preaching this ideology of intolerance. We have 

known these for quite some time but it was not possible for us to stop them administratively because 

they are within right in preaching some of these things and they were managing it very carefully. In 

previous time,  we have cracked down on Kwarej  because they were involved in violence, since then 

they have changed their tactic. They have been able to do their activities through legal channels. They 

become craftier and more difficulty to control administratively. So, we will verify the facts and  take 

those who are involved in criminal activities in violence into court and then see what we  can do to 

encourage the leaders of the Muslim community there to combat the Kwarej and other extremists in the 

region and to make sure that they don't infiltrate their mosques and to install their belief  that 'if you 

feel an injustice has been done to you, you go to court and police,  you don’t take the law into your 

hands' that concept needs to be installed among in that part  of the country. So, we are working on both 

sides through political and cooperative work with the leaders of the religious communities and also 



through the police.  

Could you brief us in bringing the African solution for African problems, particularly at this 

time,  African countries concerning the issues of Cote d'Ivoire and Libya? Do African countries  

take all the solutions sourced from outside or go on their own way?  

 Meles: I agree with you that sometimes African solutions to African problems tend to African 

clocks to cover external solution,  externally imposed solution. We have to be very careful. We have to 

be careful both in sense. We have to be careful not to oppose anything non-African that would be 

bordering on stupid. Clearly good ideas can come out of the continent,  good ideas that can help us. So 

we should be open to these ideas. We need to be very careful not to eject anything that is not coming 

from Africa,  at the same time,  we should be very careful about giving an African colour to an 

essentially non-African solutions. We have the temptation of doing both in every instance including in 

Cote d'iIvoire and Libya,  but I don’t think it is African Union's fault for not trying. It does not mean 

that this international organization can resolve problems, all problems at all times. The African Union   

sometime does not  succeed in  resolving these problems with the UN , with all other international 

organizations,  from time to time, we faced issues and challenges that can't be addressed quickly and 

adequately  through peaceful dialogue. African Union can't impose a solution on its member states. It 

does not have the means to do that. All they can do is to use their moral persuasions at the best of its 

capacity.  

Why is there a political mistake in the lease rights and who is responsible for that, and will that 

person be accountable for that mistake?  

 Meles: It is true that the legislation does open the way for transfer of lease right which could 

lead then into the speculation in urban land. The intention of the law was not to encourage speculation 

in terms of urban land ownership. The intention of that law was to facilitate transfer of  use right to 

people who might be able to afford the utilization of it better in each case or circumstance. So the law 

was opened to interpretation. The  political mistake was that it was interpreted in fashion that open the 



way for speculation. The reason why we are not taken anyone to court on that basis is simply because 

the law is open to interpretation. Therefore, strictly speaking such act may not be illegal.  They may not 

be wise and illegal either. So those who made wise decisions have been criticized for making unwise 

decisions. They can't be held accountable simply because the law provides for such an interpretation. 

So, we will take steps to clarify those specific provisions in the law to make sure they don't open a flag 

gate for speculation in urban land. While these abuse  the land lease policy in Addis, we have taken 

some steps,  the municipality has taken some steps to put  a stop on that. There are two actors; on the 

one hand the private sector developers who were effectively engaged in grabbing the land that does not 

belong to them  in any legal sense and misusing the land lease rights that they were given for personal 

profits and speculation and there were government officials who facilitated such activities or at least 

turn a blind eye while such activities were taking place. We verify all those facts and practically all of  

those with exception   of one of the businessperson,  all of those who were involved in those activities 

have admitted those very serious mistakes. They have offered to correct those mistakes. They asked the 

government to impose administrative penalties rather than taking them to court. We have come to a 

similar conclusion that it does not serve the interest of our development to lock up so many 

businessmen even if they cross the line. Specially because they admitted that they have made mistakes 

and have agreed to pay very hefty penalties for doing. So, one or two individuals may be taken to court 

but the rest of them,  their case may be managed through dialogue and administrative penalties. Those 

who were engaged in facilitating these activities from the government side, however,  all of them will 

be taken to court. That is how  we are trying to resolve those problems. 

Would you mind identifying those individuals and companies? 

 Meles: There is only one businessman who will be taken to court. I don't remember the name 

simply I was told there is only one because the policy is to engage  all of them and see if we can settle 

it out of court. The concern the authorities told me is that they were successful  in settling it out of court 

because the key condition for us is to settle it out of court was  first this businessman admit that they 



made such serious mistakes would not repeat such a mistake in the future and therefore we will correct 

their mistakes that they made. The second point is they agreed to pay hefty penalties. The vast majority 

I am told have agreed to that. The only expectation which does not fit with our criteria is apparently 

one company and that company is going to be taken to court ; but I don't have the exact name I am sure 

it would be public,  they will be taken to court. As far as the government side of that equation is 

concerned, our policy for long is no compromises and no administrative measures over accused of 

being involved in shady land activities should go to court. So those individuals from the government 

side, all of them will be taken into court. The names I am sure will be available soon because all of 

them will be taken into court and that is a matter of public procedures. 

 The slow business in the country, the import,  is largely attributed to the issue of lending 

cap which you have agreed to lift early this fiscal year and also with the agreement with the IMF. 

Do you think you are the victim of your own success in a way? When do you think you will lift the 

lending cap?  

 Meles: The import of the past six months has increased, I think at least with some 30 per cent 

but export have increased about by 50 per cent. So what has happened was imports have 

slowed down compared to export. The growth of import has slowed down the rate of growth compared 

to the last year's growth rate but it has not decreased. Import has not decreased and indeed it has 

increased by about 30 per cent so that it is the latest figure I have.  And that is exactly what we really 

want to do through the combination of instruments that will put in place including the devaluation. 

There is I am sure a huge trade gap that needed to be narrowed to some extent and we had not been 

successful  in doing that in the previous years. The fact is that this is now beginning to happen. The fact 

that  exports are growing faster than import is precisely what the devaluation programme was intended 

to achieve and I think that is the positive thing. 

 With regards to revenue collection from imports again it is revenue from customs has increased 



by  slightly about 30 per cent compared to last year's but that is less than what we have targeted to 

achieve and so my guess is that it is probably less than the target set and may be that could be 

misunderstood. So on balance we are comfortable with trade figures. We have done better than planned 

in the export sector and that among other things  is higher foreign exchange reserves of  the National 

Bank,  significantly higher than planned. We have kept the money supply with the limit we agreed with 

the IMF in spite of the fact that the foreign exchange reserve of the National Bank has very 

significantly gone beyond plan. So we are generally quite comfortable with the trade figures. Naturally,  

we would like to export , to grow even faster than that in an environment where the export grown faster 

than that. We would like  imports to also grow faster than what is currently the case but slower than 

export. So when I said we are comfortable with trade figures, I am saying we are comfortable with the 

trend in the trade figures.  

 What are the impacts of these days uprisings in Northern Africa and the Middle East to 

Ethiopia? 

 Meles: The impact of changes in Northern Africa and the Middle East on Ethiopia, the one 

country that is likely to affect us directly is Yemen. If the demonstrations in Yemen lead to some sort of 

breakdown of law and order,  these might give the Al-quaida  which is based there good opportunity to 

expand in any case. It becomes a key base to support Alshabab. We are aware that there are powerful 

centrifugal forces in Yemen primarily in the south but also in the north. So the current demonstrations if 

they are not managed well could lead to  an unwelcome political vacuum and possible state failure in 

Yemen that would be a major  security risk for all of us in the Horn of Africa. Our hope and expectation 

is that the Yemeni authorities  and people are keenly aware of these and they will manage their 

differences in a manner that does not create state failure. Other than that this is what the main impact of 

the situation in North Africa and Middle East has been through oil prices. As you know oil prices have 

gone up very significantly since the demonstrations have started and that has had delirious effect on our 

economy. So far we  have been able to manage but it is very unwelcome development in that sense. 



Other than that none of the political changes have settled as it were.  Some are more disturbing than 

others, Libya for example seems to be very seriously disturbed as compared to Egypt. And that is very 

unfortunate if each has  a long-term negative consequence to the region and the continent as a whole 

with the region in particular. 

To what extent is  the government handling commodity prices problems? 

 Meles:  As part of our medium and long-term plan to combat inflation at its roots, we passed  

two pieces of legislation last year. One of the cause of inflation in Ethiopia is lack of transparency and 

efficiency in the trade and distribution sector,  lack of competition particularly at the whole sale level. 

We have two pieces of legislation that are intended  to precisely correct those shortcomings to ensure 

transparency in the whole system of registration and permits and promote competition and particularly 

in the whole sale and distribution sector that is the main trust of our effort in combating inflation in 

Ethiopia at  this stage, because that is the main problem now other than the imported inflation in 

Ethiopia that is a main source of inflation. In the meantime,  we had hoped that through engaging the 

private sector, we could reduce the excessive rent that was being collected in the trade sector to the 

detriment of the consumers and the rest of the economy. But we have various contingency plans. The 

first one is agreeing on price ceiling with the private sector that has not worked as well as we had 

hoped. We had our own suspicion as whether that is going to work well  and so we had prepared for 

contingency  in the event that it did not work as well as we had hoped and we are now implementing 

the contingency plans, while we are addressing structural problems through the legislation. In the 

mean- time we plan to some extent to flood the market,  to overcome artificial shortages that have been 

created through these inefficiencies  in the market system,  this includes artificial shortages in edible 

oils and sugar. We  intended to import lots of edible oils and sugar and flood the market to make sure 

that it has stabilized.  So we believe the gaps in the system will be filled in the short run and the 

structural flows in the system will be addressed through the implementation of the two pieces of 

legislation that I mentioned.  



 Following government salary increment, house rents have dramatically increased, what is  the 

government's intent  to mitigate such hiking? 

Meles: There is little we can do to control house-rental rates because we know from experience that 

municipalities that have tried to put the cap on it in a long run have not benefited from it. So the main 

approach in these regard ought to be by improving supply of low-cost housing in the city that is the 

main trust of our approach. At the same time,  the real estate sector has not been paying as a whole 

taxes properly and there is also lack of transparency in the real estate sector. So as a part of our tax 

reform programme of equalization of tax rates across the board, every businessman is paying the same 

rate whatever business endeavour that businessman may be involved in. As a part of that exercise  we 

hope to look at real estate sector more seriously and see  what we can do to mitigate the impact of this  

increase in rate. We don't believe we can put in place caps in terms of house rent but we can use some 

indirect instruments as well as direct instruments again trying to flood the market by bringing into the 

market as many low-cost houses as possible. 

 How do you evaluate the implementation of the five year Growth and Transformation Plan at 

this stage? 

 Meles: In terms of our five year plan and we have always known there are two key bottlenecks 

in the implementing the plan. The first one is finance and the second one has  been the implementation 

capacity. In terms of finance, we have been doing quite a lot to see what we  can do to identify the gap 

in finance and find sources of the finance to fill the gaps. We believe in interns of the five year budget,  

our finances are pretty well covered. This is on the assumption  that the loans and grants we get from 

abroad will be maintained  at least at the current rate level. If that is the case,  given the improvement in 

our tax collection capacity and the growth in the economy, we believe we are pretty much covered but 

that only covers about half of the finance we need. The other half has to come from,  has to finance by 

the private activities and public enterprises such as EEPCo and railway corporation,  so on and so on. 

These are the walls of budget and we need at least as much money as we need the budget sector. That is 



where the major gap is. Over the past few months,  we have looked various alternatives of resourcing 

these finance. We believe we have made a lot of headway but there is a lot of gaps. But I am confident 

we will fill these gaps as we go along. So there is still some gap that needs to be covered. In terms of 

implementation capacity again,  we have started well to build our implementation capacity both in 

terms of the ministry and public enterprises in support of  the private sector. Particularly in the public 

enterprise sector, we have done quite well and  established  basic metal and engineering corporation in 

beefing up its capacity. It has now reached  a stage where it can take contract to build factory locally, 

such as sugar factories and build manufacture, adequate amount of spare parts for automotive sector. So 

quite a bit of import substitution work is being done already by cooperation. We are looking at radically 

improving the competitive nature of the construction sector. We hope to assist in the establishment of 

hundreds of construction local companies. We prepare the finance to support them, procurement of 

earth moving machinery for these companies and training of their personnel. So we have done quite 

well.  We are gong to build quite a few towns out side industrial towns, for example in Southern Omo 

region, we hope to develop about 150,000 hectares of sugar factory that will  mean six sizable sugar 

factories and that will mean  six small towns. We will build few other sugar estate may be four or five 

additional sugar manufacturing estate. We hope to build about seven fertilizer factories in the Western 

Oromia and that will mean sizable town will be built  there. So we need to beef up our capacity to 

quickly sizable factory towns and we have been building our capacity to do so and we have already 

started implementation in one or two places. So we generally have made quite a lot of preparation to 

beef up our capacity but here and there, there  are gaps and our hope will  continue to fill the gaps as 

we are  going along. So on balance,  I think the preparation for the implementation of five year plan is 

going quite well.  

Does the government will lift the lending cap soon? 

 Meles: We will be lifting the lending cap. We have looked at all various possibilities and before 

we leave the lending cap,  we will look at earmarked loans to sectors. Earmarking bank loans to 



preferential lending to specific sectors through possibly the Development Bank of Ethiopia. So we are 

looking at those options and that sort  affects the speed of the implementation of that programme but 

we will lift the administrative cap on lending may be within the coming three weeks.  

What is the implication of Burundian signature to the Framework Agreement on Nile utilization? 

 Meles: The fact that Burundi has now signed the Framework Agreement means six out of the 

nine riparian countries have signed which is two-third which means the agreement can now enter into 

force. Before that happens the agreement will have to be ratified  by parliament of each member states. 

The entry into force of the Framework of the Agreement would be a major  landmark  because a fair 

and equitable management of the Nile water would be now enshrined in the international agreement 

involving at least six countries. However, it does not mean that Egypt would necessarily agree with the 

Framework Agreement or be part of it or it does not mean that Egypt would stop its  attempts to prevent 

Ethiopia from accessing finance for Nile projects. All it means is that all the upper riparian countries 

are united in protecting their interests and be united in fighting for fair Nile water distribution. That in 

itself would be a major  achievement but it would not resolve all the problems related to the Nile. 

Does the government discuss about the ongoing uprisings in the Arab world?  Some oppositions 

say the same thing will be happen here. What is your government's response? 

 Meles: With regard to the disturbances in North Africa and Middle East, honestly speaking,  we 

did not  discuss it within the party or the government. That does not mean that I have not been 

following it in the news generally. But as a government we have not discussed  the issue because we 

don’t consider it  as an immediate and relevant issue. We know where the threat will come from. The 

threat will come to the system precisely from the failure of this government to deliver on its promises 

that it made last year. It has got the overwhelming endorsement of the people of this country last year 

on the basis of a very clear set contract and that contract is enshrined in the Growth and Transformation 

Plan of this government. So what worries us is finances for the implementation of that project, what  

we discuss day in and day out is how we get the finance, what worries us is implementation capacity, 

what worries us is inflation and land grabbing and so and so forth. These are the issues that determine 

stability and progress in Ethiopia. And therefore we meet on the daily basis to discuss these issues both  



within the party  and the government. We are not worried that there would be North Africa type 

revolution in Ethiopia.  It is simply not possible. The circumstance for it does not exist. That does not 

mean some people won't try. We know for sure that for example the Eritrean government  has given 

instruction for its messenger boys to try. The Eritrean government has decided to turn Addis into 

Baghdad that is the latest slogan, that is what the instruction,  their messenger boys sent with bombs 

and explosives at hand to try havoc prior to the AU Summit in here. Now they are supplementing that 

instruction to try and create disturbances, popular uprisings so on and so forth. We know what they are 

trying to do is that. We are also aware that some parties who are legally operating in Ethiopia are 

praying that this to happens and may  play few games to try to accelerate such an event. So we are 

watching these issues carefully;  these are policy issues, security issues, these are not basic political 

issues. So we don’t feel we need to discuss them as a government or as a party.  

Are you satisfied with  the African Union statement  on Libya —as the AU  did not endorse the 

idea of no fly-zone ?  

Meles: I am not in the position to second guess the Peace and Security of the African Union, is not  

public in anyway. Clearly, however,  the statement of the Peace and Security Council could only have 

been a compromise statement. Like all compromise statements, it would not necessarily satisfy either 

side of the debate that is far as I am prepared to go and commenting on the statement of the institution 

of the African Union.  

Exports are about 7 billion dollars and imports  are about 1.2 billion.  Are the figures of imports 

and exports  a little bit discouraging than the picture you paint? 

Meles: With regards to the import and export data, I was trying to make a point that imports were 

growing,  they were not decreasing. The rate of growth of exports  was higher than the rate of growth 

of imports that is very welcome news but the base of import and export is very different. That was what 

I said. There was a big gap between the two;  there was a major trade gap and therefore narrowing this 

gap by a faster growth in exports and the lower growth in imports would be a healthy trend. I was not 

trying to suggest that our trade is balanced and our export big or anything of that sort. The question was 

that imports were decreasing that was the impression I got from the question and I was trying to correct 

that impression. It is narrowing down, that is  healthy. Because, if you have two variables, if the one is 

growing faster than the other, the difference between the two is beginning to narrow. You have export 

and import there is a gap, exports are growing faster than imports, meaning the gap between the two is 

beginning to narrow and it is  beginning to narrow in a significant way this current year and we hope 

and expect this trend will continue.        



Doing business in here becomes increasingly tricky and,  regulations complex that some people 

say discouraging. To what extent do you think there is difficult business environment, is it   

getting difficult as some people seem to think? 

 Meles: In terms of difficult environment, I don't think the regularity of the environment here is 

as complex as it is in many of the developed countries. We don't need these complex regulations. You 

should have a look at our tax code. I don't think it would fit to the introduction of your tax code let 

alone to be the size of your tax code. Climates have changed into some extent in terms of crack  down 

on corruption and illicit business activities and taking firm steps in that direction. This might have 

rattled some businessmen and it ought to but the intention as I said is to encourage them to move away 

from illicit illegal corrupt activities. But we have been more aggressive in combating it when it comes 

to government entities than with the private sector. I was mentioning early on that is with this scandal 

in terms of land lease in Addis. We have quite a few big businessmen who have been involved in the 

criminal activities,  quite simply,  criminal activities and we have proved. Indeed these,  individuals 

those who have admitted that they have made this very serious mistakes but once they  believe they 

have admitted their mistakes and agreed to make amends,  we felt there is no interest served by taking 

them to court and imprisoned  and so on. So, we resolved it amicably by administrative means with the 

business group. But those who were facilitating their criminal activities, government officials who were 

facilitating criminal activities were taken to court. So, if we have been draconian in terms of combating 

corruption and what we call rent seeking, we have been more draconian in doing it within our 

government entities. But the private sector has not been immune from it,  that is the thing they have to 

learn to live with. Corruption is not going to be profitable in this country anymore. We are going to 

crumple on it very seriously. We hope the private sector gets the proper signals and move away from 

these activities. But we are also aware without the private sector,  there can't be any future to economic 

development in Ethiopia. So, we have to find a way of balancing the need to crackdown criminal 

activities and at the same time protecting our business community. Sometimes,  it becomes very 

difficult to square this particular circle but we are  trying our very best. We don't have to square any 

when it comes to the government officials. If they are criminals, they are criminals. They will be taken 

to court. Regards to the private sector,  we have other considerations in mind too. So, I would say, we 

have been very accommodating given the behaviour of some of our business community and the need 

to crack down on this activity. We have been very accommodating but compared to what they were 

accustomed to in the past, clearly time has come when the past behaviour can't continue. This is not 

easy for anybody to adjust. I think  that is the main problem. 



Demonstrations are happening in Djibouti after few Fridays, are you not concerned about 

Djibouti because it’s strategic significant to Ethiopia? 

 Meles: I am not particularly worried about that the instability in Djibouti of the type that has 

taken place in Yemen or Egypt. I have no reason to believe that the demonstrations that you mentioned 

were sizable and I don't think they have staying in power that is our assessment  anyway but we are 

worried about the armed infiltration from Eritrea. We know quite a lot of smuggling of explosives is 

happening from Eritrea to Djibouti. We have shared our intelligence with the Djibouti authorities. We 

know the Djibouti authorities already have their own intelligence about this issue. We expect 

explosives are to go all over Djibouti at  the election time unless something serious is done by the 

Djibouti authorities and their friends. So our worries regard to stability is the attempt by the Eritrean 

government  to try and destabilize Djibouti through all sort of terrorist activities during the upcoming 

election.  

Some sources are saying that Ethiopian forces are active in Somalia and have been working with 

the Transitional Government. Would you say there is clear and present danger in Somalia? 

 Meles: At this sage, we don't believe Al-Shabaab is a clear and present danger to Ethiopia. So 

we don't have any plan to send our troops across to Somalia. But as you know we have soldiers all 

along the border and when fighting is started in these border towns, it is absolutely difficult to avoid 

being sacked into this conflict at that particular point on the border. So I am not sure whether our troops 

have fired a few shoots across the border in these border towns. But I am sure they are not involved in 

the fighting inside Somalia. They may have shoot rounds here and there in the border towns because 

sometimes it becomes very difficult not to be sacked by that type of fighting when you are sitting a few 

tens of metres away from the enemy.  But I see no change in the policy and see no change in practice 

with regards to Somalia. 

We didn't see much Nigerian business community  investing  in this country, what went wrong? 

 Meles: The Nigerian economy becomes the booming economy. So Nigerian businessmen have 

a green pasture hereby to their homes. They don't necessarily need to travel far to get this greener 

pasture but we have been trying to find the Nigerian investment in Ethiopia. There are some interests 

but it is not materialized. I am sure overtime the extraordinary close relationship we have with Nigeria 

at the government level will reflect itself with business interaction particularly by investment. I know  

some Nigerian businessmen were interested in establishing cement plant here, perhaps one or two five 

star hotels that is not yet materialized but I know there are some interests.  

How do you think  the complicated political crises in Cote d’Ivoire  will end? 

 Meles: The Cote d'Ivoire  issue is a very complex issue, as I am sure you know elections  took 



place at the time in an environment where the underline tension were perhaps not fully resolved and 

elections have exposed these cracks within the political system in Cote d'Ivoire and to some extent is 

amongst the people of Cote d'Ivoire. What the African Union has tried  to say in its latest statement is 

that, it is the opinion that Ouattara was the winner of elections and the outcome of the elections ought 

to be respected by all parties and second the issue of peace is paramount and there should be a 

negotiated solution on the basis of acceptance and respect of the outcome of elections. I think it is the 

best way forward given the circumstances that we are in. I am not sure whether we will be able that  

our African Union panel will succeed in convincing Gbagbo to accept the outcome. I understood his 

side has rejected the statement.  This might lead to  full scale civil war and possible state failure in Cote 

d'Ivoire that should be too dangerous to contemplate for citizens of Cote d'Ivoire or its political leaders 

and so one only can hope that political leaders listen to reasons and I believe the reason of the African 

Union is the best advice they can get. 

Considering the negotiation that is going on in the separation of the South and North Sudan, do 

you have any regret that the separation of Ethiopia and Eritrea would have been similar, that 

would have been well negotiated and properly done separation? 

 Meles: The separation between Ethiopian and Eritrea has happened in the environment which is 

infinitely more conducive to peace and good relations than in case of the South Sudan. The problem 

was not that there was no negotiation prior to separation. Separation took place once the war  ended in 

a very peaceful manner. There were close relations between the two countries for the first seven years. 

That was not the problem. The problem  happened  after a successful and peaceful separation. It was  

happening, in my view, I am early because the regime in Asmara has  failed  to grow up and fail to live 

in an environment of international law, respect the diplomatic process and so on. I think we could have 

no regrets.  

You are increasingly portrayed or perceived by people to be authoritarian individually and as a 

party.  How do you want people to understand you? And  how do you feel to be the first residing 

leader of the country to have commemorative stamp by the Ethiopian Postal Authority? 

 Meles: I am honestly and completely unaware whether that stamp is being prepared in my name 

or taking my picture. I am very surprised that somebody has felt that the power to do so without 

notifying me. So I will check it if that is the case but I never believe in the cult of personality. I never 

try to build a cult of personality of myself or anybody else. I don't think you will find too many pictures 

of Meles in anywhere in Ethiopia or in the government office quite contrary to traditional practices. So, 

that I am philosophically,  fundamentally opposed  to this whole idea of the cult of personality. I find it 

deeming not only to the people worship individuals but those who find it right to be worshiped. I think 



this is subhuman on both sides. There are people I know who believe that my party and myself 

authoritarian or whatever. I am not interested or worried about these people think or don't think. I am 

worried about what this party and government does or does not do. If we are involved in undemocratic 

practices then we would be a source of worry. If I as individual behaves in undemocratic fashion that 

would be a sense of worry to me. If my party  behaves in such fashion that should be a source of worry 

to me. I don't believe that my party has behaved fundamentally in undemocratic fashion. Therefore,  

while people who have different opinions are entitled to their opinion, the party is also entitled to its 

opinion. People are free to have their opinions about the party or as individuals. I am not particularly 

concerned  about what people are thinking  about this or that particular person, to me the key thing is 

whether history is moving forward as I see it or not, whether progress is made at the societal level or 

not. I think a lot of progress is being made at societal level, political,  economical and social that gives  

immense satisfaction.  I can't think of the period when I was very satisfied than now. That does not 

mean I don't make mistakes, the party does not make mistakes. Obviously,  we make mistakes but I 

believe the party is not inherently undemocratic. It has not behaved in undemocratic fashion and I am 

not inherently undemocratic and I am not behaving in such manner. So if people hold this views in 

spite of what is happening on the ground, then they are entitled to do it and I am not particularly 

worried by it. 

Aren't  you worried about the growing fear factor in the country where people are no more 

demonstrate, we don't see active political debate outside,  academic ideas in complete silent, 

aren't you troubled by that? 

 Meles: You said that there are fear factors and what you mention as the proof of that is there are 

no more demonstrations, just few. The academic circle is not opposed to the government, so on and so 

forth. I am aware that there is a fundamental change in the environment in our universities. Our 

universities as far as I know have almost,  from the very beginning,  been opposed  to the regime in 

power in any particular moment perhaps it has silenced for few years under the Mengestu regime but it 

went back its old ways at  the end of the Mengistu regime of opposing the regime in power. That was 

the case for decades or so. Things are changing now, one needs to understand why these things have 

changed. I don't think people are silent in the universities. I don't believe anybody in the universities 

has been detained for the past ten years. I don’t believe some in the universities have  been dismissed 

for saying this and that. I think there is change in generation. There is a change in attitude;  maybe the 

students are not politically active  as I was a student there, may be the key issue now is to learn skills 

and do well in life and politics is not a beginning and the end of everything in university life. So I know 

the universities are not as opposed to the regime as they used to be in the past but I don’t think there is 



fear in the universities. I don’t think there are fears among the opposition political parties. I don’t think 

there is  fear in the population at large. The population at large freely expresses its view including those 

that are not flattery to the regime. So I don’t see why I should be worried about this. I think there is an 

emerging broad consensus on many national issues including on the economic issues and so some of 

these issues are not as contentious as used to be but there are still some contentious issues like ethnicity 

is still a major issue,  it is a sort of dying down and religions differences are beginning to be the main 

debatable issue. On some issues,  we are building consensus and they are no longer as contentious as 

they were while on the others still the debate is going on. I am not  worried  about it. 

Relating to the fear factor there is still a sentiment among investors who were paying penalties 

for fear of government’s punishment, they are still saying they don't commit crimes. What is your 

comment on that? 

 Meles: The land grabs issue, the law is opened to interpretation with regards to transfer of lease 

rights and therefore we cannot take anybody to court on that basis. So while we are thinking of unwise 

political decision, allowing it is unwise political decision on the part of some government officials. This 

is not something on which we could take businessmen to court. So the other issues that they have 

admitted is that they have committed crimes not on this issues. We didn't ask them to admit any issue 

because mistakes are primarily political,  not about businessman, it is for political leaders. The reason 

why they admit their guilt among other things is because we have overwhelming evidence to prove our 

case in court,  overwhelming evidence and I think that is one of  the reasons why they felt that they 

ought to come to clean and pay hefty penalties. Hefty penality will be paid as part of amicable 

settlement to the issue. 

Why is the foreign exchange reserve growing beyond the set target as well as the agreement 

reached with the IMF to single digit?  

 Meles: You talk about reserve money growing beyond the target,  that is true.  The reason for 

that is because the foreign exchange reserve of the National Bank has grown well beyond and above 

the plan target, i.e. to some extent is a plus and to some extent is a minus because it does play a role in 

increasing a money supply in the economy so we have to compensate for it by other means. So,  on 

balance,  the money supply target is on target but the reason why we have the reserve money growths 

much higher than it is  precisely because the National Bank is accumulating a lot more foreign 

exchange than was planned for. We have not quickly disposed that money. They call it sterilization. We 

have not sterilized it quickly enough that is the  main reason but there is no failure in monitory policy. 

We are on target and I see no double standard and no populism in our policy with regards to price 

regulations. Depends on our analysis as I said, there are many causes of inflation in Ethiopia. We have 



identified four major causes, imported inflation,  there is noting we can do about and we have been 

frank about it. The government fiscal policy,  it could be the cause of inflation. We have put a  stop on 

it. Monetary policy that could be part of the problem,  we have put a stop on it. We have clamped down 

on this very hard, and then there is inefficiency in the marketing, particularly in the wholesale sector 

that is what we are addressing now.  

  The house rental market is  inefficient in the marketing system, it  is not manifested precisely or 

primarily in the housing or cement market. These are issues of shortage of supply. Sugar is not an issue 

of shortage of supply. We have tonnes of it in reserve. Wheat is a question of supply we have tonnes of 

it. Edible oil is not a question of shortage of supply,  there is enough in the country. Cement is a 

shortage of supply issue we know it. Housing at least partly a shortage supply we know it. So it is a 

question of empirical  analysis of where the problem lies and responding to that empirical analysis. 

Can you give us the specific figures of the foreign exchange at your disposal? 

 Meles: I can’t give specific figures of the foreign exchange reserves but it is well above the 

target. And I said we have not sterilized it and we planned to sterilize it as quickly as possible.  

Hopefully,  we will do some of the sterilized before the end of the budget year and the fact that we are 

importing quite a lot of sugar and edible oil will help us among other things in sterilizing the foreign 

exchange build up beyond our target.  

You were mentioning about the Djibouti election, what do you tell us about a very successful 

businessman, Abdourahman Boreh who boycott election? 

 Meles: I know of this gentleman Abdourahman Boreh. First, I heard of him not as a politician. 

First, I heard of him  as a businessman in Djibouti who was involved in corrupt activity with our former 

Prime Minister. I can’t tell you I have full memory of this individual or very high respect for that 

individual but that is for Djibouti. I am not a Djiboutian what they do in Djibouti is their  affair whether 

vote for these party or that particular person , we are not concerned.  

Knowing the atrocity the Italians committed during its invasion, have you asked for 

compensation similar to Libya?  

 Meles: As far as compensation from Italy is  concerned, the friendship and peace agreement 

was signed long before we took over in Addis, so there is no real basis for us to reopen anything. I 

understand Italians may have carried out some projects by the way of compensations for atrocities they 

committed here in Ethiopia. So there is no basis for us to reopen the issue.  

Would you tell us more about Kwarej and its activities? 

 Meles: Kwarej is a group that few years ago was involved in armed and violent activities in 

western Oromia State part of the Benshangul-Gumuz State. We are not aware of any state as such 



which is supportive of these sects, but it has its own network globally. It is one of the extremist groups 

that is not the only group which is involved in current problem in Jimma,  there are others but Kwarej 

is among others who are involved. They have now sort of quietly abandoned their armed activities and 

seem to be working more quasi legal peaceful approaches which make their activities even more 

dangerous and difficult to get handled on but we are following these issues closely. 

In recent interview Sheikh Sharif said Ethiopia is actively supporting him in fighting Al-Shabaab, 

some also say Ethiopian soldiers are in Somalia, are you dismissing  all those opinions and facts?  

 Meles: We are obviously support Shiekh Sharif a hundred per cent we had said so. The issue I 

think is whether we sent troops across Somalia in support of Transitional  Forces. I am telling you there 

may have been exchange of fires along the border areas. It is very difficult when you are sitting on 

border towns not to be engaged in fighting when fighting is raging other part of that particular town. So 

I can’t say that our troops are in anyway involved in the fighting in these border towns. But beyond 

these border areas,  there is no intention in our side to send our troops in support of anybody. We have  

not changed policy in these regards.  This is what I said.  

What is your prediction of this year’s economic growth? 

 Meles:  The agricultural growth data have their own model,  economic models types,  the 

Ministry of Finance and Economic Development  and the Statistics Authority on the basis of which 

they predict the overall growth rate once they get the agriculture data. So they have the agricultural data 

and it is a technique in progress that I don’t get to do with the experts.  

Rastafarian is denied an entry visas simply because of their religious  perspectives. What is your 

government's response to that?  

Meles: Like all faiths, people are free to exercise it, here one may like or dislike it, but this is a faith. It 

is a religion and religious freedom means that people have the right to exercise this particular faith or 

this particular religion, there may be other issues alluded to in the practice of the faith of 

Rastafarianism that in normal circumstances would be considered a criminal act. Particularly, with 

regard to consumption of substances that are associated with that faith but are normally illegal in most 

countries and that may be a concern for authorities because under our law, those substances would be 

covered by substance abuse and specific individuals may be associated with transport use of these 

substances that may complicate. For Rastafarians, I know this is a matter of faith,  it is not a matter of 

violating the law of the land but for most countries smoking marijuana would be violating the law of 

the land and that can create complications. But I like Rastafarian music and I enjoyed talking to the 

wife of the late Bob Marley when she was here for a show and I see some progressive in  Pan-African 

themes to the Rastafarian movement as a whole. It maybe a distorted image of Pan-Africans but it is an 



image of Pan-Africanism and this is a lot of positive element in that Pan-African ethos. However, 

distorted might have been cult of personality, so personally I have nothing against Rastafarian. Indeed, 

I like aspects of their faith and activities. But as far as law enforcement is concerned,  then we have 

some challenges with some of their practices and that may be complicated at a time.  I remember Prime 

Minister of Saint Vincent  who visited  us  a few years ago raising some of these delicate issues and 

they are delicate and it has been very difficult for us to square the circle.    

 

  


