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Quarterly Manufacturing Industry Business Survey

I. Introduction

One of the major uses of industrial statisticsoisstipport the compilation of annual national
account. Even when annual industrial and other @mansurveys are conducted, the information
collected through them become available only sametafter the end of the reference period.
For effective management of the economy as weicdisy formulation it is necessary to have
information available as early as possible in mage of short term indicators for measurement

of changes in the level of the economic activigéghe country.

In line with this, the current short term busineasvey is carried out to obtain data which could
be used to monitor the current business situatiwh farecast short term developments and
turning points of the business cycle. The rangafairmation and/or indicators covered in this
survey goes beyond variables that can easily beieapby conventional quantitative methods
like ‘qualitative information’ of capacity utilizain, production bottlenecks, and plans and
expectations for immediate future and the mangiens wn overall current economic situation of

the country.

Hence, the Central Statistical Agency (CSA) ashibey charged with collecting and compiling

accurate and up to date Statistical informationatmost all socio-economic aspects of the
country. Thus, CSA has carried out this quartediwsy in line with its mandates after a hiatus
of almost a year, by incorporating suggestionsmgive major users of this report. This business
survey could play a significant role in meeting tmeeds of short term statistics in order to

monitor the economic development of the countrguarterly basis.

Short term business statistics like all businea8ssics faces the opposing forces of the need for
data on one hand and the cost of burden of prayidata on the other. In fact the production of
such statistics can be considered as bridging apebgtween information users and information
held by the respondents. The current business sear be defined as a business cycle analysis
of interrelated developments. This kind of surwégstto capture judgments on past, current and

future economic developments.
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Consequently, there are many users of short teatistits with many different motivations for
using the data, the analysis performed generdllynféo one of the two types:
» Comparison between two different point in timepa& or several parts of
the business population, and
* Comparison within one reference period of two orrendifferent sub
populations.

With this framework, these kinds of business sumplay a vital role in answering the following
types of questions:
* Which phase of the economic cycle are we in ater®
» What will be the probable development in nearriefu
* Are we currently in the continuation of the momexiteady started
(upward or downward) or,
* Is it possible that are we in a break in relatiothis moment, i.e. turning
or reversal point?
Hence, to meet the demands of such kind of s&isSBSA has made a rebasing to keep up with
the development and accordingly to come up wittaecurate, reliable and timely information
about the business activities of manufacturing stidies.

Il. Objectives of the Survey

This quarterly business survey aims to providesiiedl information necessary to improve
the competitiveness and performance of the busic@ssnunity in the country and also to

provide information on a wide range of economidwitgt that are increasingly becoming
important for economic analysis.

The main objectives of this quarterly business syare:

* To produce and compile up-to-date, reliable, amdmarable information on the
activity, competitiveness and performance of mactuféng industries,

* To assist in economic analysis and forecast thedutend of the business sector,
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* To be used in compiling the various componentsuaigrly national accounts,
which are in turn needed in the calculation of GBRJ

* To show the cyclical movement of the sector in teohmajor indicators.

Therefore, conducting the current business survey dynamic economic sectors like

manufacturing industries is an accepted way ofliengabasic business information to depict the
general trend on interrelated developments of ttem@my. Moreover, it could be a base for
examining the nature of the sequence of evolutr@hfature expectations in order to ensure that

adequate decisions can be made on time.

Structure of this report

Section Il provides an overview of the survey noetblogy. Section IV presents the background
on training of field staffs. Section V states thencept and definition of terms. Section VI

describes about data entry, editing, cleaning abdlation of the results. Section VII explores
the major findings of the survey. Finally, Appendj describes the estimation procedure we

followed.
I1l. SURVEY METHODOLOGY

lll. a. Scope and Coverage

The Quarterly Manufacturing Business Sample Surnweag conducted covering only those
establishments producing their goods using poweéredr machines having 10 and above
workforce in both public and private owned manufacty industries found in the country.

lll.b. Sampling Frame

The list of basic values of each and every estailét was obtained or constructed from the
2008/09 Large and Medium Scale Manufacturing ImiestCensus and was used as a frame for

conducting this Quarterly Manufacturing Businesmfle Survey.
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lll.c. Sample Design

A single stage stratified sample design has beg@heimented to select sample establishments. In
order to do so, each of the establishment undesideration was grouped into a four-digit level
of International Standard Industrial Classificatii®IC rev 3.1) and considered as stratum.
However, the total number of the four-digit lev&lICs was found to be too many and the
contribution of some of the ISIC’s to the total icagalue was also very low. Hence, a cut-off
strategy was adopted for considering those I1SI@isrg a contribution of 0.6 percent (threshold
value) and above to the overall basic value. Tloeegfa total of 33 out of 49 ISICs were finally
taken into consideration but the contributionshafse below the threshold value is distributed to
their related ISIC’s in order to limit bias of thimal estimate. Fifteen domains of estimates
(reporting levels) are then constructed from theS&s and major findings of the survey are
reported for them. Taking into account resourcestraints and the production structure of the
manufacturing sector, 310 sample establishment® watially decided to be sufficient to
conduct the survey. The spread of basic valuessadhe four-digit ISICs as observed from the
frame was, however, uneven. Therefore, a powecatilon (with a power of ¥2), have been
employed to distribute the 310 sample establishsnamtong the 33 ISICs since it increases the
precision of small strata by slightly decreasing pinecision of large strata.

However, it was found that the basic values aregnot measure of size in reflecting the current
structure and growth of the manufacturing sectdre Teasons for this are, one the weighting
structure based on basic values are too old entmugkflect the current dynamic economic
performance of the sector. Second the basic vagpsted are not that much reliable enough to
differentiate the big and small establishmentshsd ¢stimates based of the basic values are not
reflecting the reality, i.e. some domains are uesimated and others are overestimated, so that
the need arise to change the weighting structusecban employment size are relatively more
stable over time and that can reflect the rightagion of manufacturing sector. Therefore, in this
4™ quarter and onward estimates are grossed up bipgment size to infer about the population

parameters.

A systematic sampling with probability proportion@al size (PPS) selection procedure were

employed, measure of size being basic value olddnoen the frame, was used in order to select
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sample establishments from each of the 33 ISICfadnhfor the selection purpose basic value are
already employed but PPS ensure the selectiongoéstablishments so that using employment
size instead of basic value does not distort trepresentation on the selected establishments
rather than reflecting the current situation. She following figure of already sampled

establishment’s representation when employmentvggzeused instead of the basic value.

i N
--------------- population SAMPLE |
&
10-19 20-99 100-499 500+
----- population 873 709 218 46
< SAMPLE 79 113 91 28 o,

As regards to the ultimate coverage, the surveyneaarried out for 14 establishments out of
the sampled 310 establishments; it is becauserefegponse and closed establishment while the
survey is conducted. As a result, the survey sutamkeo cover 296 (95.5 percent) establishments
throughout the country.

Estimation procedures of totals, ratios and sangpknror are given in Appendix |

IV. Training of Field Staff and Data Collection

The training was conducted in one phase by twoosestaff members of the Business Statistics
Directorate and experienced branch statisticakeftaffs took part in establishment surveys
training exercise. Enumerator’'s manual was prepéyethe survey to introduce them with the
detailed explanations of the basic concepts and teowandle each and every part of the

guestionnaire.
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V. Concepts and Definitions

Manufacturing: - is defined here according to International Staddadustrial Classification

(ISIC Rev. 3) as “the physical or chemical transfation of materials or components into new
products, whether the work is performed by powévedr machines or by hand, whether it is
done in a factory or the worker’'s home, and whetherproducts are sold at wholesale or retail.
The assembly of the component parts of manufactymemtlucts is also considered as

manufacturing activities.”

An Establishment - is defined as the whole of the premises under #draesownership or

management at a particular address. (E.g. a bakamymill, etc.).

Permanent Workers - these are employees, (based on the agreement betheevorkers and
employers) engaged to work in the factory for |gragiod of time. These workers are usually
found regularly on the payroll of the establishmeBasically, this category consists of
production, administrative and technical employe&scording to this definition, unpaid family

workers, active partners and working proprietoesextcluded.

Seasonal and Temporary Workers- these include workers who are employed for a wholeart
of the year with the agreement that they work foors period of time. These workers are not

regularly on the payroll of the establishment.

Revenue from Sales- represents the total sales value of all prodants by-products during the

reference period valued at market price.

Raw Materials: - include all raw and auxiliary materials, parts aoohtainers which are

consumed during the reference period. The valdeaafl raw materials is the value of locally
produced raw materials and is the cost incurrimgféictory, which includes the purchasing price,
transport charges, taxes and other incidental cobte value of imported raw materials is the

value of raw materials produced in other countard obtained directly or from local market
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and is the cost incurring the factory which inclsidlee purchasing price, transport charges, taxes

and other incidental costs.

New Capital Expenditure: - is the cost of new or used capital equipment boufylting the

reference period by the existing establishments.

Survey Period Based on the Ethiopian Fiscal Year, this peramsdefined as follows:-
* First Quarter — July 8 — October 10
* Second Quarter October 11 — January 8
* Third Quarter — January 9 — April 8
* Fourth Quarter - April 9 — July 7

VI. Data Processing

Editing, Coding and Verification

A number of quality control steps were taken toueeshe data quality. Instruction manuals on
editing were given to personnel involved in thetiedi process. Briefings on the subject along
with the editing manual were put to use, to edd ande the data collected. Finally, the edited

and coded questionnaires were checked and vebfiethother group of professionals.

Data Entry, Cleaning and Tabulation

The data were entered and verified on personal atergpusing CSPro software. Four CSA data
entry staff participated in this purpose for ong,daith close supervision of one programmer.
Then, the data entered were cleaned using a pérsomguter in combination with manual

editingfor some serious errors. Finally, the tabulatidrih@ results was processed using the

same software by two programmers from businesistitatdirectorate.
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VII. Summary of Survey Findings

Employment

A more compressive measure of the total size ofleyngent in industries is the number of
persons engaged at a particular time, which in taran important indicator for measuring
performance of industries. Survey results in Tabkelow publicize that, in®1 quarter of 2008
E.F.Y., a total of 285,588 workers were engagedh& manufacturing industry, of which
192,828 (67.52 percent) were permanent while theam@ng 92,760 (32.48 percent) persons
were seasonal or temporary employees. Among thesindl groupings, manufacturing of food
products were the major employers like in the presiquarters, were by, they employed around
37.96 percent of the total work force in the seétiowed by manufacture of wearing apparel,
except fur apparel which took in around 14.79 petrc©n the other hand, Manufacture of
tobacco products establishment contributed 0.42emei0f the total employment, which contains

the smallest number of employees.

Tablel: Number of Persons Engaged by Major Industial Groups, ' Quarter 2008 E.F.Y

(2015/16)
. . . Number of | Permanent Contract Total

Major Industrial Groupings Estab
Manufacture of food products 882 45,594 62,825 108,419
Manufacture of beverage 52 10,972 1,128 12,100
Manufacture of tobacco products 1 976 223 1,199
Manufacture of textiles 30 19,519 1,150 20,669
Manufacture of wearing apparel, except fur apparel 171 41,822 405 42,227
Tanning and dressing of leather, manufacture dfifear, luggage 167 15668 2.905 18,573
and hand bay
Manufacture of wood and products of cork, exceptifure
Manufacture of paper and paper products. 117 8,531 1,950 10,481
Manufacture of chemicals and chemical products 76 7,433 4,593 12,026
Manufacture of rubber products 124 15,158 1,393 16,551
Manufacture of other non-metallic products 544 11,433 11,128 22,561
Manufacture of basic iron and steel 66 1,930 200 2,130
Mar)ufacture of fabricated metal products excepthimezy and a1 4,618 1,817 6.436
equipmer
Manufacture of motor vehicles, trailers and semitérs 10 2,898 2,271 5,169
Manufacture of furniture 135 6,275 773 7,048
Total 2,418 192,828 92,760 | 285,588

The 1* Quarter of 2008(2015/16) Page 9



Quarterly Manufacturing Industry Business Survey

As a follow-up question about the employment sitmgtrespondents were asked about their
expectation on the number of employees in the geatter. As presented in Table 2 below,776
establishments responded that they would expelsaage (upward or downward) in the number
of the work force due to different reasons. Outhase establishments, 24.76 percent of them
expect that the number of employs will decreasthénnext quarter. But 1,571 (66.94%) frome
the total of 2,304 establishments responded tlegt éixpect no changes of the work force in the

next quarter.

Table 2: Number of Establishments by Reason for Chrage in the Number of Persons Engaged in
The Next Quarter (expectation of the  quarter 2008 E.C labor force).

Size of employees in the next quarter
compared to the current one

Major Industrial Groupings It will It will It will be
increase decrease the same
Manufacture of food products 22 71 789
Manufacture of beverage 2 6 44
Manufacture of tobacco products - - 1
Manufacture of textiles - - 30
Manufacture of wearing apparel, except fur apparel 23 96 53

Tanning and dressing of leather, manufacture dfifear, luggage:
and hand bags 21 55 92

Manufacture of wood and of products and cork, ekaamiture

Manufacture of paper & paper products. 5 5 107
Manufacture of chemicals and chemical products 1 44 32
Manufacture of rubber products 6 32 86
Manufacture of other non-metallic products 93 233 146
Manufacture of basic iron and steel - - 66
Manufacture of fabricated metal products excepthimeey and
equipment 12 3 27
Manufacture of motor vehicles, trailers and sermilers 7 = 4
Manufacture of furniture 3 36 97
Total of Manufacturing 195 581 1,571
Total % 8.31 24.76 66.94

While 8.31 percent of them forecasted that the rarmolb employees will be increase in the next
quarter.
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Value of Production

The value of production is regarded as one of thygortant variables for measuring economic
activity & development of industrial production. Ithis quarter manufacturing industries
contributes a total value of production amountim@%.96 billion birr. Among the industries, the
largest share of production value is contributedranufacturing ofood products accompanied
by Manufacture beverageandManufacture of other non-metallic producisontributing 27.15, 17%
and 11% of the total value, respectively. The sesall/alues of production were registered by

manufacture of tobacco products which is 1.46%@total as shown below in Table 3.

Table3: Total Value of production by Major Industri al Group, 1*' Quarter 2008 E.F.Y (2015/16)

in 000’birr
. . . Value of Percentage
Major Industrial Groupings Production
Manufacture of food products 7,046,975 27
Manufacture of beverage 4,366,423 17
Manufacture of tobacco products 378.000 1
Manufacture of textiles 872 710 3
Manufacture of wearing apparel ,except fur apparel 784.672 3
Tanning and dressing of leather, manufacture dfifear, luggage and hand 1373.827 5
bags T
Manufacture of wood and of products and cork, ekb@emiture _ _
Manufacture of paper & paper products. 4
1,074,857
Manufacture of chemicals and chemical products 2144 815 8
Manufacture of rubber products 1.788.161 7
Manufacture of other non-metallic products 2,808,529 11
Manufacture of basic iron and steel
443,868 2
Manufacture of fabricated metal products excepthimezy and equipment 921,735 4
Manufacture of motor vehicles, trailers and semilérs 1561.109 6
Manufacture of furniture 391.707 2
Total 25,957,387 100.0¢

The 1* Quarter of 2008(2015/16) Page 11



Quarterly Manufacturing Industry Business Survey

Revenue Generation and Prospects

A total of 24.71 billion birr was earned as revenmghe manufacturing sector during thd 1
quarter of 2008 E.F.Y, of which 93.88 percent wanhegated from local sales while the
remaining 4.53 percent was generated from expddsufacture of food product, Manufacturers
of beverage and Manufacture of rubber productsritiuted the largest share of the total revenue
generated during the quarter, amounting to 19.8738land 10.10 percent of the total revenue,
respectively, on the other hand, manufacture ofchasn & steel product industries’ revenue
were the lowest, amounting only 0.11 percent ofttdtal. Most of the establishments supplied
their products to local markets as shown in table4.

Manufacturing industries of textiles has earnedual38 percent of the total export revenue of
the large and medium scale manufacturing industrigss trend indicates that the export
performance of Ethiopian manufacturing industrgestill very low and relies on few industries.
This situation calls for prompt action concernedibs and stakeholders to promote and enhance

the performance and competence of manufacturingsinieés both locally and internationally.

On the other hand, a total of 19.83 billion birrsagpent as cost of production in manufacturing
industries in this quarter. This is equal to 80g&8cent of their revenue. Relative to revenue
from sales, the high expense for production relaetivities were registered in these quarter.
Manufacture of food products and beverage prodonciusating to 7.44 and 2.94 billion birr out

of the total expense, respectively.
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Table 4: Revenue from Sales, Stock and expensedlajgr Industrial Group 1% quarter 2008 E.F.Y

(2015/16)

in 000’ Birr

Major Industrial

Revenue from sales

Groupings

Local

%

Export %

Total

%

Stock

Expenses

Manufacture of food
product:

4,852,723

99

3,891 |

4,883,51

18

100.

735,

D80

72483

Manufacture of
beverag

4,410,627

97

130,050 &

4,540,677

100.0

778,698

2,942,523

Manufacture of
tobacco products

382,115

100

382,11

_100.0
>

83,800

157,497

Manufacture of
textiles

629,106

55

441,657 o

1,153,296

100.0

16,324,170

578,323

Manufacture of
wearing apparel,
except fur apparel

688,906

86

114,551 14

803,44

100.0

48,282

962,459

Tanning and dressing
of leather,
manufacture of
footwear, luggage
and hand bags

1,034,990

74

360,512 26

1,395,502

100.0

262,217

800,114

Manufacture of wood
and of products and
cork, except furniture

Manufacture of pape
& paperproducts

1,060,808

100.0

1,060,808

100.0

51,786

662,317

Manufacture of
chemicals and
chemical products

2,321,857

100

12
(=)

11,51

2,333.3

100.0
/4

291,985

1,444,46¢

Manufacture of
rubber product

2,496,373

100

2,496,373

100.0

198,231

2,022,156

Manufacture of other
non-metallic
products

2,103,269

100

2,107,02

100.0

)

882,005

966,59

Manufacture of basic
iron and stee

452,637

100

452,637

100.0

28,380

591,349

Manufacture of
fabricated metal
products except
machinery and
equipment

869,139

100

869,13

100.0

164,123

995,541

Manufacture of
motor vehicles,
trailers and semi-
trailers

447,088

57

54,310 7

782,068

100.0

839,663

118,562

Manufacture of
furniture

1,443,322

100

2,466 0

1,445,78

100.0

76,386

143,797

Total

23,192,96:

94

1,118,955 5

24,705,80

100.0

20,765,70

19,828,921

The 1%
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Despite this fact, the surveyed manufacturing distabents were also asked about the likely
direction of their sales revenue for the comingrtgraAmong the establishments who responded
to this question 996 of them (47.45 percent) waddect a future change in their total revenue
due to a growing local demand for their produ@s. the other hand 693 respondents (33.02
percent) and 165 respondents (7.86 percent) expatcline in their total revenue due to

decrease in demand locality and other reason asteén the table 5 below.
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Table 5: Distribution of major industrial group by major reasons for change in total sales revenué€.1 quarter 2008E.F.Y(2015/16)

Major reasons for change in total sales revenue
% % c® £ T :c:: S = 5 °
Major Industrial Groupings £e 52 SEE| 88 | g 27 2EZ | 3 g 53 g3 3| 2 g
£g| 88 |2g5| 2g5|58°| 55° |SEEs (295 © | ¢

@ @ = £ 0 c T = g 2

° ° 2 ©
Manufacture of food products 460 145 . - - 46 30 - 64 745
Manufacture of beverage 24 17 = s = 2 = 5 3 50
Manufacture of tobacco products - 1 - - - - - - - 1
Manufacture of textiles 3 17 2 = = 1 = = 2 25
Manufacture of wearing apparel, except fur appdrel 27 97 - - - - - - 48 171
Tanning and dressing of leather manufacture of - - -
footwear, luggage and hand bags 69 31 3 3 25 - 131
Manufacture of wood and of products and cork, i i - - - i - - - i
except furnitur
Manufacture of paper & paper products. 35 67 = 7 = - = 3 = 112
Manufacture of chemicals and chemical products 46 2 8 2 - 6 - 2 1 67
Manufacture of rubber products 68 16 = = = 2 - 2 31 118
Manufacture of other non-metallic products 226 218 - - - 26 - - 1 470
Manufacture of basic iron and steel 7 30 = > = 30 = - - 66
Manufacture of fabricated metal products except - - - -
machinery and equipment ° 15 5 . 13 41
Manufacture of motor vehicles, trailers and semi ) _ - - - : 0 7 : 7
trailers
Manufacture of furniture 22 37 31 - - - - - 3 93

Total 996 693 43 11 - 141 30 19 165 2,099
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As compared to the previous year quarter, the numbestaiblishments which would expect a
change in their revenue in the next quarter dug iticrease in demand for their products has
increase significantly. And the numbers of estéiohient which expect a change there revenue
in the next quarter due to decrease demand lodatisease slightly as compared to the
previous quarter.

Raw Materials

The majority of the Ethiopian manufacturing indiegrare known for high dependency on
imported raw materials in their production actestiand this urges for one to ask the reason for
such a huge dependence. Out of the total respoedttilishments for this particular question,
863 establishments, which constituting 53 peraemiorted that unavailability of raw materials
locally is the major for relying on imported raw t@aals, as shown in Table 6 below. Lack of
sufficient local supply was reported as major realsp 523 establishments (32 percent). 174
establishments ( 11% of the total establishmem)mted unreliable about the quality of locally
available raw materials. Whereas 42 establishm@percent) was mentioned as the reason
of the total for relying on imported raw materidige to locale suppliers are not reliable.

In general, the results indicate that the raw ntdemand by local manufacturing industries
couldn’t be satisfied from domestic sources dueat@ous reasons mentioned above and these
calls for the government and stakeholders to lowd the issue in order to reduce the outflow
of the scare foreign currency.

Compare to previous quarter the number of estahbsits which reported ‘Not available
locally’ as a major reason for not using locallpguced raw materials have shown as increase
by 79 establishments in this quarter, where aztaee 15 establishment which report * others

reason in the quarter under review.
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Table 6: Distribution of Establishments by Reasondr Dependency on imported Raw

Materials, 1%

Quarter 2008 E.F.Y(2015/16)

Major reasons for consuming imported raw materials

= < 0o - 2.2
oz gD fogr=] °S28uvo
— ' Bagw g5 5 E‘% -é‘%'g% %)
Major industrial co~-% ., |E€5|,|[532|, S22 | o g |,
h O © g % 2= 3| % 05 % > C g O > < %
Groupings ST<E 820 T <€ o=E = S
‘© .S 0w So c®=¢
S 2 S5 = 5 g Total
Manufacture of food
229 33 428 62 17 2 68
products
Manufacture of beverage 18| 37 30 | 60 2| 3 - - - - S0
Manufacture of tobacco 1
1| 100 - - - - - -
products
Manufacture of textiles 12| 40 11| 36 - - 7 24 - - 30
Manufacture of wearing 171
97 56 27| 16 . 44 2
apparel, except fur appare
Tanning and dressing of 139
leather, manufacture of
5 4 95| 69 - - 38| 28 - -
footwear, luggage and harn
bags
Manufacture of wood and -
of products and cork, - - - - - . . B}
except furniture
Manufacture of paper & 117
32| 28 56 | 48 9| 7 20 17 - -
paper products.
Manufacture of chemicals 72
. 44 62 28| 38 -
and chemical products
Manufacture of rubber 104
13 13 77| 73 14| 14 - - - -
products
Manufacture of other non- 18
metallic products - - 18 100 o - - -
Manufacture of basic iron 60 60
and steel 100
Manufacture of fabricated 24
metal products except 5 20 18| 76 1 4
machinery and equipment
Manufacture of motor 10
vehicles, trailers and semi- 6 56 5| 44 - - - - - -
trailers
Manufacture of furniture 60 | 46 11| 8 - 61 46 132
Total 523 | 32 863 | 53 42| 3 174 | 11 15| 1 1,618

The 1%

Quarter of 2008(2015/16)
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New Capital Expenditure

New capital formation by the existing establishmsantthe quarter amounted to birr 1.17 billion

birr in these quarter. Of this amount, the shammahufacturinghemicals & chemical products and

paper & paper producwas 343.77 million birr (29.50 percent) and 24%fion (21.37 percent)

respectively (see Table 7 below). The establishsndratve been investing their capital for

acquisition of various fixed assets in the quartérwhich, around birr 85.25 million ( 7.32

percent) of the total new capital expenditure waens on others, while birr 649.93 million birr

(55.77 percent) and 271.12 million (23.26 percenhthe total capital expenditure was spent for

machinery & equipments and building respectivelyal mew capital expenditure in the sector

has decreased by birr 298.26llion birr (25.59 percent) as compared to thevimes quarter.

Regarding industrial groupings high investmentixed capital was registered in manufacture of

fabricated metal products except machinery and pagemt and Manufacture of beverage

products for building antlachinery & Equipment.

Table 7: Value of New Capital Expenditure on FixedAssets for major industrial groupings.

Major Industrial Groupings Building Mach_lnery & Vehicles Others Total
Equipment
Manufacture of food products 41,864,525 19,517,222 57,624,621 2,514,586 121,520,953
Manufacture of beverage 5,953,597 7,518,32 8,365,396 14,112,315 35,949(636
Manufacture of tobacco products - 45217 - 321,095 366,312
Manufacture of textiles 111,748 1,194,306 30,308 1,319,962
;\/Ianufacture of wearing apparel, except ) 597,000 ) 1,471,888 2,068,888
ur appare
Tanning and dressing of leather,
manufacture of footwear, luggage and 26,094,167 19,581,108 346,245 2,322,743 48,344,263
hand bags
Manufacture of wood and of products an
cork, except furniture ) ) ) : :
Manufacture of paper & paper products. 77,360,325 132,584,24 33,554,950 5,524,313 24R034
Manufacture of chemicals and chemical
products 21,135,086 249,224,512 20,618,843 52794.648 343,773,089
Manufacture of rubber products 11,921,092 138,660,60 20,084,680 186,836 17@823,
F'\J"rigﬂi"ft”re of other non-metallic 12,158,506 21,364,835  2500994| 3070959 39,185,204
Manufacture of basic iron and steel - - - 397,762 397,762
Manufacture of fabricated metal product
except machinery and equipment - 29,709,162 12,984,452 1,001,027 43,694,641
Manufacturg of motor vehicles, trailers ) 2.761,907 400,418 1,025,935 4,188,457
andsem-trailers
Manufacture of furniture 74,522,210 27,171,506 2,608,823 479,338 104,781,878
Total 271,121,256 649,929,95 159,179,427 85,254,254 568,492
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Capacity Utilization
In almost all short-term business surveys, capadiiyzation is considered as an important
variable in studying the efficiency and performamfenanufacturing industries overtime. For
this reason, two questions were forwarded to trepawedents during the survey: the first,
regarding the existing level of capacity utilizatiby the establishments whereas the second
question was about the reasons for operating utiaér full capacity. As shown in Table 8
below, during the quarter, only $®rcent of the capacity of the manufacturing indestwas
being utilized. A relatively high degree of capgaitilization was observed in the manufacture
of motor vehicles, trailers & semi-traileend manufacture of chemicals & chemical product
amounting to 82 and 77 percent respectively, whole level of capacity utilization was
observed in manufacturing of basic iron & st@el manufacture of textiles products contributing
34 and 37 percent respectively.

Table 8: Distribution of Establishments by Percentge of Capacity Utilization

Number of establishments by Capacity utilization
Major Industrial Groupings range Average
25 % and 26to50 | 51to75 | 76to 100
below % % %

Manufacture of food products 135 153 368 20¢ 57
Manufacture of beverage 18 5 13 16 55
Manufacture of tobacco products - - 1 - 52
Manufacture of textiles 7 4 7 5 37
Manufacture of wearing apparel, except fur apparel - 100 72 - 55
Tanning and dressing of leather, manufacture of

footwear, luggage and hand bags 25 8 44 20 50
Manufacture of wood and of products and cork,

except furniture ) ) ) . )
Manufacture of paper & paper products. - 19 34 64 71
Manufacture of chemicals and chemical products 2 17 13 65 77
Manufacture of rubber products 3 16 38 67 77
Manufacture of other non-metallic products 114 72 204 64 56
Manufacture of basic iron and steel 30 21 16 - 34
Manufacture of fabricated metal products except

machinery and equipment 3 23 9 6 53
Manufacture of motor vehicles, trailers and semi-

trailers L i 2 ! 82
Manufacture of furniture - 37 93 5 61
Total 338 545 1,005 507 58
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As shown in Table 8 among the total manufacturietatdishments included in this survey,
14.11 percent of them were operating below or eqoua®5 percent of their capacity, while
around 22.76 percent of the establishments have dy@erating between 26 to 50 percent of their
full capacity during the survey period. Most ok thstablishments (41.96 percent) have been
utilizing between 51 to 75 percent of their fullpeaity, whereas 21.17 percent of them were
operating above 75 percent. In general, the suresults indicate Ethiopian manufacturing

industries are operating at a medium level of ciypac

The average level of capacity utilization in thevey quarter has shown slightly increase
compared to the previous quarters. On the othed,htre number of establishments which
operated between 25 & below percent of their fapacity has shown slightly decreased in this
quarter as compared to the previous quarter.

The low level of capacity utilization in the secteould compel one to ask “what was behind this
weak level of capacity utilization?” The responsdsained are presented in Table 9, which
revealed 28 percent of them reported Shortageeatrédity and water supplygs the firstmajor
reason for not operating at their full capacity. tBe other hand 27 percent of them reported also
shortage of electricity and water as the secongbrmaason for not operating at their full
capacity.
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Table 9: Number of Establishments by reason for notvorking at full capacity

Year of Commencement
Less than 3 3to5 6108 Above 8
years years years years Total %
First Major reason for not working at full
capacity
Shortage of raw materials 111 1 5 402 519 22
Shortage of spare parts 11 - - 24 34 2
Shortage of foreign exchange 26 = - 67 92 4
Lack of demand/market 66 71 7 490 633 27
Shortage of working capital 51 22 - 112 185 8
Shortage of electricity and water supply 23 11 77 528 638 28
Repeated breakage of machinery 5 - 2 61 68 3
Lack of skilled man power - - - 65 65 3
Government rules and regulations - = = - - -
Others 74 - - 10 83 4
Total 364 104 90 1,759 2,318 100
Second Major reason for not working at full
capacity
Shortage of raw materials 23 68 - 299 390 20
Shortage of spare parts 2 1 - 123 126 6
Shortage of foreign exchange 80 - 2 171 252 13
Lack of demand/market 100 - 4 46 151 8
Shortage of working capital 6 - 1 93 99 5
Shortage of electricity and water supply 97 25 4 410 535 27
Repeated breakage of machinery 55 S S 157 212 11
Lack of skilled man power - - - 1 1 0
Government rules and regulations - - - 91 91 5
Others - - - 142 142 7
Total 363 93 11 1,532 1,999 100
Third Major reason for not working at full
capacity
Shortage of raw materials 23 3 5 48 79 7
Shortage of spare parts - - - 11 11 1
Shortage of foreign exchange 7 1 - 14 22 2
Lack of demand/market 7 - - 145 152 13
Shortage of working capital - = - 52 52 4
Shortage of electricity and water supply 68 - 2 147 217 19
Repeated breakage of machinery 45 - 3 168 216 18
Lack of skilled man power 50 22 - 119 190 16
Government rules and regulations 6 - - 73 80 7
Others - - - 158 158 13
Total 207 26 9 935 1,177 100
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The number of establishments which reported “Latknarket demand ” as a major reason has
633 establishment, Whereas there are no establigimey@orted government rules and regulation
as a major problem for not operating at their éalbacity in these quarter. And in th¥ and &
major reason for not working at full capacity besmwf government rules and regulation shares
7 and 16 percent respectively .In general, comjmatiee previous quarter there is no influence of
government rules and regulations for not workinéulitcapacity in the ¥ major reason in this

quarter.
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APPENDIX

Estimation procedures of total, ratio and samplingerrors

To estimate the required variables by reportinglledomains), the following formulas were

used.

1. Estimate of domain total \?h is given by:

Yh - : Whi yhi __________________ (1)

M, . . .
= Is the basic sampling weight

h !V hi
M, = Sum of basic values of establishments in strdtwhtained from the sampling frame.
M, = Basic value of thé"iestablishment in stratum h obtained from the samggtame.
n,= Number of successfully covered sample establisitgria stratum h.
Yhi = The observed value of a characteristic y for nfecturing industry i in stratum h.

Note:
Estimate of total manufacturing characterificis obtained by summing up stratum/domain

total estimates.
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During the time of sample selection establishmdmsing a basic value higher than the
sampling interval were selected with certainty kwa probability of 1). Hence, the basic
sampling weight of those establishments was takdretl.

3. Sampling variance of the estimates:

Sampling variance of estimate of stratum totalgawven by the following formulas:

The variance of domain or reporting total estimste

V(Y,) = [Z{Yh—%” 3)

nh _1 i=1

Where,
Yo =Wai Vi
Other notations are as defined above.

V(Y)=>V(Y,) @
SE(Y,)=Var(Y,) (5)

4. Coefficient of variation and confidence interval

The following formulas were used to calculate coedht of variation and confidence interval of
the domain (reporting level) total.

The coefficient of variation (CV) of domain total percentage is:

CV(Y,)= S'f(?Yh) x100 (6)

h

And
A 95 % confidence interval (Cl) of domain totsl i
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Y, +196 XSE(Y,) (7)

5. Ratio estimates:

R, =— andR=—" ®)
X

Where, the numerator and the denominator are dstsnod domain totals of characteristic y and

X, respectively.

Var(lih)= )212 B/ar (\?h)+ R?Var ()Zh)_ 2R, COV(?h’ Xh)]
h

In which

COV(YAh,)A(h): n:h_llzii:l:(?hi _:_:J()zhi _)I:_:H

Where,

>2hi =W, Xy

Other notations are as defined above.

Estimates of standard error, coefficient of vaoiatand confidence interval for the ratio estimate

can be calculated by adopting formulas 5, 6 and 7.
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