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CHAPTER I
INTRODUCTION

The Ethiopian banking system is unigue in that the
State Bank of Ethiopia 1s not only a central bank, but also
the only important eommercial bank in the nation, combining
central and ordinary commereial banking functions., The
Ethiopian banking system 1s a branch-banking system. The
State Bank of Ethiopia 1= the only chartered govermnment bank
and has branches all over the country., The members of the
board of directors, with the exsceptlon of the governor of the
State Bank, are high ranking government offieciels. The

| board is represented by the Minister of Finance, the Minister

.I of Commerce and Industry, the Minister of Mining, the Minlster

I of Health, the Minister of Pen and the First Deputy Prime
Minister, the Lord Mayor of Addis Ababa, and the Governor of
the State Bank of Ethiopla, all of whom are appointed
officinle,

The board is directly responsible to the Counell of
¥inisters, a body composed of Cabinet Minlsters, Since the
board 1s directly responsible to the Couneil of Ministers,
the Parliement sc far hes never called on the members of the
board or cn 1ts president for a hearing, It can be seen
that banking system in Ethiopia 1is a very centrallzed ome,
with & small group of govermment officials in s strategie



position to run the whole economy of Ethiopia, The danger
here is that the tendency of this small management group,
unless its functions are checked by the Parlisment, will be
toward 2 ecentralized or soclalized economy which will
undoubtedly endanger the freedom of economiec opportunity,
whether 1t be of the individual, of a partnership, or of a

corporation.

The purpose of this study is to analyze this centrallized

and govermment controlled system of banking in Ethiopla.

The objective of thils study is to provide a background
upon which teo furnish recommendations that it 1s hoped will
remove the danger of a too centralized or soclalized economy.

There are five foreign branch banks, Barelay's bank
of England, Banca d'Italia, Banco di Roma, Banco di Napoll
all of Italy, and Banque de L'Indochine of France, These
branch banks, since the lnceptlon of the State Bank of
Ethiopia, elther through leglslatlion favorable to the State
Bank of Ethiopis or through unopposed monopolistic practice
of the State Bank, have lost their importance. The Barclay's
Bank has closed, and the Banca d'Italia 1s inactive. Banco
di1 Roma, Baneo di Napolie, eand Banque de L'Indochine are
not permitted to deal directly in the purchase or sale of
foreign exchange. Therefore, this study i1s not intemded to
include analyses of these foreign branch banks,
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The power to issue currency as agent of the Ethiopian
Government, the monopolistiec power to purchase and sell
foreign exchange, and the power to open branches have made
the State Bank of Ethiopia the 1ife blood of the Ethiopian
economy, It 1s for this reason that this bank alone has
been covered in this study. For additional information, a
brief account of the Development Bank of Ethiopla has been
included.

The data for this study were obtained from the
Ethiopian Herald, Reports on Economic Conditions and Market
Trends, periodicals, and books that deal with central and
branch banking. The valldity of the available data has been
cleared through Messrs, Chernet Beyene, Sahelu Demisse, and
Beyene Menagldo, all of whom have been long-time members of
the State Bank staff,

Before undertaking the major portion of this study,
it is felt that 1t 1s desirable to include a brief account
of the monetery system in Ethiopia.

Chapter II is concerned with a brief account of the
monetary system, convertlbility and reserve provisiomns, and
the money supply. Tables for the years 1951 through 1957
will be presented.

Chapter III 1s devoted to the origin and development,
branch-banking, orgenization, bank service (domestic and
foreign), exchange control, benk financial statements, and



authorized powers of the State Bank of Ethiopia., Tables,
figures and a chart for the periods 1946 through 1957 will

be inecluded,
Chepter IV is concerned with a brief description of

the Development Bank of Ethiopia.
Chapter V will include a summary, recommendations,

and concluaions,



CHAPTER Il

I, MONETARY SYSTEM IN ETHIOPIA

The recent excavations and consequent archaeclogical
discoveries in the ancient city of Aksum have opened a new
chapter in the history of Ethiopien currency. The earliest
eoins of the Aksum dynasty, so far unearthed, show the names
of the rulers in the Greek language and proclaim thelr value
in Greek mumerals.l

As evidenced by the inseriptions found on them, the
earliest colins hitherto discovered were 1asued by the Emperor
Aphilas.

It 1s belleved that the Ethioplan Emperor Aphlles was
a econtemporary of the Romen Emperor Diocletian (2i5-313
A,D,). In the beginning his gold coins were small in size
and light in weight, but later on they were made larger and
heavier, His successor, Endybis, also issued similar gold
coins.

During the reign of Abraha and of later kings,
improved coins were issued, some of which bore the cross to
mark the establishment of Christianity in Ethiopla. During
this perioed, the inseriptions were given not only in Greek
but also in Ge'ez (the language currently used in Ethiopian

1zditorial in the Ethlopisn Herald, November 1, 1956.
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Chureh service) as well as in Sabesean, Moreover, bronze had
taken the place of gold.2

It seems that the coins mentioned above were used
mainly in comnection with Ethioplat's commercial relations
with the Mediterranean world. It was probably a differemt
story in the remote interior, It appears that most of the
internal trade was carried on, all through the centuries
that have passed, by means of barter, using blocks of salt,
lengths of cloth, and pleces of 1rm.3 It remained so,
until recent times, in the remote interior of the country,

About the middle of the nineteenth century the large
silver coin known as the Maris Theresa m:m-,h first minted
in Austria in 1751 under the reign of Maria Theresa, came
into eireuletion, and it remained the coln most generally
accepted throughout the country until the currency reform of
1945, It was esteemed not only for its intrinsiec worth,
beling 83.33 per ecent sllver, but for ita decorative and
easily recognlzable design as woil.

2Phe Encyelopaedis Britaniea, Eleventh Edition,
Vol. I (Cembridge, England: Univcrlity Press, 19101, re 87.

3Roport on Eecnomie Conditions and Market Trends
(Addls Avaba: State Bank of Ethiopie, 1951), 26:33, p. 2.

(Mimeographed)

Ymme Encyolopaedia Britanica, Eleventh Edition,
Vol. I (Cambridge, England: Univorlity Press, 1910), p. 87.



Soon after the historie Battle of Adua (Mareh 1,
1896), Emperor Menelik II issued some silver coins, showing
his own head on one side and "the Conguering Lion of the
Tribe of Judah" on the other, In spite of Memelik's far-
reaching powers and personality, his coins were not able to
replace the Maria Theresa Thalers anywhere beyond the
capital.

As soon as H, I, M, Hwperor Haile Selasasie I ascended
the throne, the Bank of Ethiopla (the forerunner of the
present State Bank) issued some bank-notes carrying the
pletures of the new Emperor and Empress on one side, Even
this was not successful in ousting the popular Maria Theresa
Thaler,

It has been estimated that there were about 50,000,000
Thalers in eirculation inside Ethiopia when the Italian
invasion began in 1935.5 The Italians tried to introduce
their own coin, the Italian Lira, during the perilod of
occupation (1935-1941). Although the Italian lire was
declared legal tender during the oceccupation, this ecin, %too,
was regarded with considerable distrust, and trade fell off
so elaermingly that the Itallans were at last compelled to

SReport on Economic Conditions and Market Trends
(Addis Abebas State Bank of Ethiepla, 1946), p. 5. (Mimeo-
graphed)



re-introduce the Meria Theresa Thaler, the master dles for
whieh they had purchased from Vienma in 1938.

With the Italian defeat in 1941 the currency situation
became more confused than ever, as the British troope that
liberated the country brought with them a large guantity of
East African Shillings., 4 third currency was thus added to
the two others in circulation, the Lira and the Marla Theresa
Thaler, and all three were declered legal tender,®

The difficulties of the Ethioplan Government were
increased by the limitation pleced on 1ts control of the
currency in the Anglo-Ethiopian Agreement of 1942.7 4
second agreement in December, 194y, removed these restric-
tions and opened the way for the establishment of & new end
purely Ethioplan currmy.e That this was a vital necessity
was becoming Iincreasingly evident with the disruption of
trade and the substantial fluetuations in value of the
several currencles in terms of each other, In addition,
there existed e strong tendency to hoard Maria Theresa
Thelers and to ship them out of the country, in view of the
rising price of silver in world markets, By the end of

bnogarit Gaseta (Govermment Jourmal) (Addis Ababa:
Government Printing Press, 1943), p. 1.

TBthiopian Herald, December 19, 1943,

She Department of State Bulletin, Vol. XII, Nos,
289-313, January 7T-June 24, 1945, p, 200.



194} this rise had caused the exchange value of the Maris
Theresa Thaler to inerease to three East Africen Shillings on |
the free merket, although it had been offieially pegged at
only twe shillings i» 1943.°7

To straighten out the difficulty the Govermment of
Ethiopis, with the help of a large silver loen under Lend-
Leuse arrangements with the United States Govermment, began
to issue a new currency on the 23rd of July, 191;5.10 The
details of this reform had been published the previous May
in the officiasl Govermment Journal, the Negarit Gazeta,
under the title of "Curremcy and Legal Tender Proclamation,
Wo. 76 of 1945."

II, CONVERTIBILITY AND RESERVE PROVISIONS

The new law established the Ethioplan dollar, equal
in value to 5.52 grains of fine gold, as the single monetary
unit of the country., The doller is based on the decimal
system and 18 officlally convertible at }j0,25 United States
cents. The sole right of issue iz vested in the Issue
Department of the State Bank of Ethiopia, acting on behalf

9Report on Beonomic Conditions and Market Trends
(Addis Abeba: State Bank of Ethiopia, 194)), p. 13. (Mimeo-

graphed)
10popeign A1d by the United States Govermment 1940-

1951, United States Department of Commerce (Washingtons
Govermment Frinting Office, 1952), p. 33.
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of the Ministry of Finance, For this purpose the State
Bank of Ethiopia maintains a currency fund consisting of
gold, silver, and foreign currency bank balances or readily
convertible prime securities, originally to 2 minimum extent
of 75 per cent of the fund, and Govermment Treasury obliga-
tions to a maximum extent of 25 per cent of the fund. The
fund, under terms of the 1945 law, constitutes = reserve
for redemption =t full value of the notes outstandins.n

After the introduction of the eurreney in July, 1945,
East African Shillings continued as legal tender for another
six months, but Maria Theresa Thalers were immediately
demonetized and called in for redemption by the State Bank
of Ethiopis at the rate of ome and half Ethiopian dollars teo
every Marla Theresa Thaler., A4s of July, 1950, the increased
purchasing power of the Ethiloplan dollar had made 1t possible
to lower the redemption rate between Maria Theresa and
Ethiopien dollars to parity,l2 The demonetized Maria Theresa
Thalers ere treated as silver bullion, and constitute a part
of the legal backing for Ethioplan dollaer notes., The East
African Shillings in circulation at the time of the surrency
reform have been gradually redeemed by the State Bank of

ulogu-it Gazeta (Addis Ababa; Govermment Printing
Press, 1945), p. 2.

lalog-rit Gazeta (Addls Ababa: Govermment Frinting
Press, 1950), p. 1.
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Ethiopia at the rate of two shillings for one Ethiopilan
dollar. Almost 60 per cent of the original currency reserve
arose from the redemption of these notes for sterling balances
in mm, which were lster invested in gilt-edge British
Empire securities.l3 The remaining L0 per cent of the
originel reserve came from the normal expension of foreign
exchange balances of the State Bank aequired through mer-
chandise exports and the sale abroad of newly-mined gold.

In 1950 the legal coverage for Ethiopien dollar rnotes
was reduced, In an amendment to the curreney proclamation
of 1945 the reguired holdings of gold, silver, and foreign
assets were lowered from 75 per eent to 30 per cemt of the
currency fund., Govermment Treasury obligations may now
comprise a maximum of 70 per cemnt of the note ecoverage, and
are themselves secured by a pledge of fixed assets of the
Government Tressury of a value egqual to 110 per cent of
these obligations,Mt This step was taken after careful
deliberation of the needs and rescurces of the country had
indleated that it was no longer necessary to hold such a
large proportion of the nation's gold- and foreign-sxzchange

13Report on Beonomie Conditions and Market Trends
(Addis Ababa: State Bank of Ethiopia, 1950), p. 25.

(Mimeograph)

Uiyogarit Gazeta (Addls Ababa: Govermment Printing
Press, 1950), p. 1.




reserves in idleness. The Ethlopian dollar, since its
introduction, had proved its stabllity, had successfully
replaced the various competing currencies, snd, in general,
had gained a wide measure of confidence and aceeptance
throughout the land. Frior to the reduction in the note
ruévo backing, the Ethioplan Govermment hed been ameng the
few governments of the world in undertaking to keep a high

proportibn of its monetary reserves immobilized to sscure
its currency., The actiocn released & total of twenty-ome.
million Ethicplsn dollsrs of forelgn exchange for use to
ineresse imports and permitted a greater degree of flexi-
bility irn the mconey supply toc meet the seasonal needs of the
country's foreign tmh.ls

The note fund reserve under the new currensy (Descember
31, 1951) covered a total issue of 75.6 millions in notes,
composed of the following: foreign securities, 1l.L per cent;
foreign balances, 8.9 per cent; gold bullion, 11,5 por' cent;
silver bullion, 18,9 per cent; and Ethicpian Treasury Bills,
k6.3 per cent.
The data with regard to the note fund reserve for the

years 1951 to 1957 are presented im Table I. Although a
minimum baeking of 30 per cemt in gold, silver, and foreign

lsnoport on Economic Conditions and Market Trends
(Addis Ababas State Bank of Bthiopia, 1951), p. 3.
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assets 1s required by law, in actual fact 53.7 per cent of
the note issue was covered in this menner as of the end of
1951; 56.8 per cent as of the end of 1952; 39.6 per cent
as of the end of 1953: Lb.4 per cent as of the end of 195l
50,9 per cent as of the end of 1955; 32.7 per cent as of the
end of 19563 end 35.3 per cent as of the end of 1957. This
means that the Ethioplan Govermment cbligation has always
been under the 70 per eent maximum required by law.

III. MONEY SUPPLY

The data with regard tc the money sSupply for the
years 1946 to 1957 are presented in Table II, Coins iasued
had grown from 14.8 mililon Ethioplan dollars at the end of
1946 to 36.8 million Bthioplan dollars as of the end of
1957. Also notes issued had grown from 39,9 million
Ethiopian dollars at the end of 1946 to 13,5 million
Ethiopian dollars as of the end of 1957. In addition, gross
bank deposits had expended from 36,6 million Ethiopian dollars
to 175.2 million Ethiopilan dollars in the same periloed, so
that the total money supply (ecash in circulation plus gross
deposits) agsregated to 309.6 miliion Ethiopdan dollars
compared to 79,3 million Ethiopian dollars twelve years ago.
The money supply 18 computed by adding cash held by publle
and gross deposits; and cash held by publiec is eomputed by
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adding total notes end coilns issued and by subtracting cash

held by State Bank of Ethiopia from the total,

TABLE II
MONEY SUPPLY™

For the Years 1946-1957
(in millions of Ethiopian dollars)

Wotes Oolns  Cash Cash _ CGross Voney

Yoears Issued Issued Held Held by Deposits Supply
SBOE(a) Publie
1946  39.9 .8 12,2 h2.7 36.6 79.3
1947  37.4  27.8 9.8 55.4 28.8 8l.2
1948 k2.4 28.9 8.6 62.6 30,0 92.6
1949 4ok 29.4 7.6 62.2 29.7  91.9
1950  52.9  30.5  10.3 73.1 43.2 116.3
1951 75.6 33.0 2.6 87.0 45.2 132,2
1952 90.6  30.8 28,3 93.1 £8.3 1514

1953 102.8 32.8 2,0 114.6 103.8 2i8.L
195F 115.8  35.2  32.3 118.7  119.8 238.5
1955 126.4  35.8  33.5 128.7  112.7 241.4
1956 129.3 35.9 31,2 134.0 152.7 286.7
1957 134.5 36.8 26.9 134.4 175.2 309.6

-~ : ———

*Reports on Economie Conditions and Market Trends
published by the State Bank of Ethiopia,

(2)gBOE stands for State Bank of Ethiopis.
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CHAPTER IIX
STATE BANK OF ETHIOPIA
I, ORICIN AND DEVELOPMENT

Janking in Ethiopia has a history of roughly half a
century. The first Ethloplan bank, the Bank of Abyssinia,
was established in 1905 under an arrengement with the Natiomal
Bank of Egypt during the relgn of Emperor Menelik II.l In
1931 the Bank of Abyasinia was bought ocut from Egyptian con=
trol by His Majesty the Emperor Halle Selassie I, and a
purely Ethioplan institution, the Bank of Ethiopla, was
established in its p}aeo.z This organization had a successful
history until its operations were brought to a close by the
Italian campaign against Ethiopis ir 1935. During the occu=
pation the Italians set up their own banks, branches of the
Banco di Roma, but these collapsed with their expulsion in
1941, The most urgent and immediaste banking requirements
were then met by the opening of a branch of Barelay's Bank
of England in the ecapltal. This situstion, however, was not
deemed satisfactory as a permanent arrangement and led

1y it Gaseta (Addis Ababa: Govermment Printing
Press, 1900), p. 5.

2Negarit Gazeta (Addls Ababa: Goverrnment Frinting
Press, 1931), p. 1. .




directly to one of the important acts of administrative
reorganization, the establishment of an Ethioplan state
bank, 3

The State Bank of Ethiopia was set up by an Imperial
Proclamation on August 26, 1942. The original capital
investment, fully subscribed by the Ministry of Finance,
amounted to one million Maris Theresa dollars, the currency
then in use along with the East African lhillinga.h The
charter of the 3State Bank was published in November 30,
1943, and outlined in detail the powers and functions of the
new institution,5 The State Bank beceme the cemtral bank of
the Ethiopian Govermment, being empowered to 1ssue banknotes
end coins as agent of the Ministry of Finence, and, upon the
later withdrawal of Barclay's Bank, became the sole bank in
the eountry to engage in normal commercisl banking service.
The Charter elso lays down the powers of the State Bank,
which authorizes this ageney to earry on all the transac-
ticms, acts, and the business usually assoclated with industry
and commerce and with the fiscal and financial operations of

3uogur1t Gaseta (Addis Ababa: Government Printing
Press, 1942), p. 1.

b1bid., ». 2.

slognrlt Gazeta (Addis Ababa: Govermment Printing
Press, 1943), p. 1.
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of the Govermment--both of private industry and business and
of the Govermment,

The bank first opened its doors to the publiec in
April, 1943, under a Canadian governmor, Mr. C. S. Collier.
With Mr, Colller's transfer to the position of Controller and
Auditor Gemeral of the Ethioplan Govermment an Ameriean,
¥r, George A, Blowers, was gilven the post, and it was under
Mr, Blowers' direction that the 1945 currency reform was
effected, Mr. Blowers was suceceeded in July, 1949, by
another American, Mr. Jack Bemnett, who left at the end of
1952 after guiding the bank through three of its most sue-
ecessful years. In December, 1953, Mr, Walter H., Rozell, Jr.,
who left on December 3, 1955, assumed the leadership of the
benk, WMr, G. N, Ferry was Acting Governor from Decembsr 15,
1955 to Pebruary 14, 1957. In February 1, 1957, Mr. George
P. Rea was eppointed as Governor, Thus far with the exception
of Mr, Collier, a Canadian, all the Governors of the Bank
have been Americans,

When the bank first began operations, activitles were
conducted on a rather small scale, and the number of employees
totaled only about fifteen. As of December 31, 1957, the
total number of employees had inereased to 668. Of the
group 578 are Bthioplans and 90 are forelgners.® Services

6R0norta on Economic Conditions and Market Trends
(Addis Ababa: State Bank of Ethiopia, 1957).



availeble included current accounts, issuance of drafts,
meil and telegraphic transfers, letters of credit, and the
granting of loans against mortgages, merchandise, and per-
sonal guarantees, Overdraft facilities were also extended
to a few firms, The bank's early years were marked by rapild
growth, govermment l.nd private.

Correspondent accounts were opened with thirty-four
banks, The 1ist of eorrespondent banks is as Tollows:'

The First Natiomal City Bank of New York New York
Irving Trust Company Hew York
Standard Bank of S. A, Limited New York
Morgan Guaranty Trust Company of New York New York
Bank of Amerileca ' San Francisco
The Chase Manhattan Bank Few York
National Provincial Bank Limited London
Standard Bank of South Afrieca Limited London
Bank of Tokyo Ltd. London
Hollandsche Bank Unie ¥, V, Amsterdam
Banca Commercisle Italiana Milan
Banco di Roma Rame
Banca 4t Itl/lh Rome
Bangue de Grece Athens
Bank of Israsel Jerusalem
The First Natiomal City Bank of I, Y. Bombay
The Bank of India Bombay
Chartered Bank Calcutta
National & Grindlays Bank Aden
Eagtern Bank Ltd. Aden

Tmbid., ». 5.



The Standard Bsnk of South Africa Ltd. Hairobi
Wational & Grindlays Bank Nairobl
National Bank of Egypt Cairo
Bangue Misr Cairo
Banque de Bruxelles ' Bruxelles
de L!Indcchine : paris

Bangue de L'Indochine - Djibouti
Bapgque Natlonale pour le Commerse ot

L' Industrie Djibouti
Aktiebolaget Goteborgs Bank Stockhelm
Skandinaviska Banken Stockholm
Aktlebolaget Eristiana Hyp-Og Reallkredit

Bank Cslo
Swiss Bank Corporation Basle
Dresdner Bank Hamburg
Cormerszbank A, G, Dusseldorf Bone

A note and coin 1issue department was added toc the
bank in July, 1945, by virtue of the curremey and legal
tender proclamaticn of 1945, end customer services and the
mumber of branches were gradually increased, Savings
accounts were made avallable to the public by the head office
in Jamuery, 1946, end from the smell begimning in that year
deposits of 2.5 million Ethiopilan dollars have grown to
today's teotal of over 22,8 million.

II. BRANCH BAVKIRG

The extension of banking facilities into various
provinces of Ethiopla has been an important development of
banking in Ethiopla. One month after the opening of the
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head office at Addis Ababa in April, 1943, the first branch
was established at Dessie, and this was followed in August
of the same year by another branch at Dire Dawa. BEoth towms
are importent commereiasl centers of Ethiopia. In April of
the following yeer a third branch was opened at Jimma,
eapital of Eaffa province.

The outstanding feature of branch operations in 1952
and 1953 was the opening of four new branches in Eritrea,
at Asmara, Aassb, Massawa, and Tessenel,

The unique circumstances asttendant upon the opening
of the Eritrean branches is that prior to the federation of
Ethiopia and Eritrea on September 15, 1952, banking services
in Eritrea had been provided through the branches of four
foreign institutions: Barelay's Bank, Baneo di Roma, Banco
dl Wapoli, =nd Banea d'Italia.® The establisiment, there-
fore, of branches of the State Bank of Ethiopia in Eritrea
brought the bank for the first time into direct competition
with other banks of long standing. Federation also imposed
upon the State Bank of Ethiopla the urgent necessity of
replacing the former Eritrean currency--the Bast African
Shilling--with the national ecurremey of Ethiopla, an opera-
tion thet ealled for eareful plamning and exscution. 4

8Guide Boock of Ethiopia (Addls Ababa: Chamber of
Commerece, 1953), p. 231.
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further diffiecult task was the problem of organizing and
exercising an efficient eontrol over foreign exchange in
Eritrea. The extension of the State Bank activity into
Eritrea, it will thus be seen, posed problems of a nature
mich more complicated than had hitherto been encoumtered in
branch operations. Despite diffieulties, however, a large
measure of success has been achlieved. The Ethiopian dollar
has campletely replaced the former East African Shilling as
a medium of exchange., Some problems of exchange control
remain, and there 1s need for a re-writing of eurrent banking
legislation to deal with the special problems of federation,
but the State Bank is on the whole securing the cooperation
of the Eritrean merchants and foreign banks, Barclsy's Bank
has closed, and the Banca d'Italia 1s insctive. The two
remaining Italian banks--the Banco d1 Roma and the Banco di
Nepoli--are not permitted to deal direectly in tho-purchsu
and sale of foreign omhnngo.9

In April, 1958, the State Bank of Ethlopia opened a
foreign branch office in Khartoum.l® This branch, which has
been given a capital aceount of 300,000 Sudanese pounds, 1is

9Negarit Gazeta (Addis Abeba: Goverrnment Frinting
Press, 1943), p. 2.

1
QR.pm on Economile Conditions and Market Trends
(Addis Ababa: Stete Bank of Ethiepia, 1958), p. 1.
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the first commercial State Bank branch opened outside of
Ethiopiat's borders.

iho main purpose of the Ehartoum branch is to promote
commerclal relations between Ethiopia and the Sudan. Besides
this, 1t is hoped that its facilities will be used for other
kinds of transactions as well. The branch has been designed
for all kinds of banking business as defined by Sudsnese
bnnklng’la\u.

For the promotion of trade between Ethiopis and Sudan,
the State Bank Branch makes avallable a facility that other
banks in EKhartoum do not have, namely an Ethioplan dollar
account, which will allow the public to effect transfers and
remittances to Ethlopia in a direct and economical way.

Trade between the two countries has for the last few
years amounted to approximstely two milliion Ethiopian dollars
each way. The principal commodities treded are sotton from
the Sudan and coffee from Ethiopia.ll

In February, 1958, the State Bank opened a branch in
Diubidono.u The branch was cpened, according to the
statement of head office officlals, in response to a stromg
demand from the commercial community as well-as from

nﬂoport on Economie Gondltiehs and Market Trends
(Addis Ababa: State Bank of Ethiopia, 1958), p. 2.

12v14., p. 2.
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govermment representatives, Since most of the Ethioplan
coffee exported to the Sudan is Amphillo coffee this bank
will provide another potential comtribution toc the faecilita-
tion of this kind of trade.

Dembldollo is the merketing centre of the ¢offee-bearing
Amphillo reglon, where some 2,000 tons of coffee are harvested
ammually on the average, It has a healthful climate, 1is
surrounded by an active agricultural area and has a few
industrisl plants, Due to a thirty-meter water-head on the
river Mettl, elght miles from town, where a hydroelectrie
plant can be established, it is & potential arez for industrial
development.

The Djibouti branch is not eguipped as a commercial
bank, Its only funetion 1s to facilitate the clearance of
commodities through Freneh Somaliland.

Additionzl branches to the total number of tighteen
have been established since the opening of the firat branch,
although it was realized that commercial activity in some
areas was not suffieient to insure a profit. Nevertheless,
it has been the poliey of the State Bank to maintain branches

in these areas on the primneciple that only in this way will
the public become scquainted with and develop confidence in

the currency of Ethlopia and the use of banking taeiutioa.u

LReport on Economic Conditions and Markst Trends
(Addis Ababa: State Bank of Ethiopia, 1950}, p. 2.
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The growth of branch banking in Ethiopila has played a
ma jor part in strengthening commercial asctivity and in
acquainting the people with the many advantages that a sound
banking system can bring to the community., Following is a
1list of the branches of the State Bank of Ethiopia:
BRANCHES (F THE STATE BANK OF ETHIOPIA®
Dessie, Wollo provinece, 1943 Asmara, Eritrea, 1953
Dire Dawa, Hararge province, 1943 Assab, Eritrea, 1953
Djibouti, French Somalilend, 194} Massawa, Eritrea, 1953
Jimma, Kaffa province, 194l Tessenel, Eritrea, 1953
Lekempti, Wollega province, 1945 M%-i Ketams, Shoa province,
Jigiiga 6 Herarge Province, 1946
Bazerett, Shoa Province,
Gondar, Begemider provines, 1948 1955
Gore, Illubabor provinee, 1548 Wardsir, Hararge province,

1956
Gambella, Illubabor provinse, 1952
Ehaptoun, Suden, 1958

Dembidollc, Wollega province,
1958

*fource: Ammual repcrt published by the State Bank of
Ethlopia,

Baecnh of the branches is under the direect supervision
of a branch manager who, in turn, 1s responsible to ihe
Supervisor of Branches at the head offiee in Addis Ababa,
except branches in Eritrea, Dijiboutl, and Khartoum which
are independently controlled, The branches with the execep-
tion of Djibouti branch provide sll gemeral banking services,
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such as current accounts, loans, mail and telegraphie
transfers, letters of credit, end deal in the sale or pur-
chase of forelgn exchange with the epproval of head off'ice.
In eddition, fifteen extend savings asccount facilitles to
the publie.

ITI. ORGANIZATION

The State Bank of Bthiopie is & corporate entity whose
eapital 1s entirely subseribed by the Ministry of Fimance,
Original capital investmant when the bank wes founded amounted
to 1,000,000 Maris Theresa dollers, which was converted into
an sgual number of Ethilopian dollars at the time of the
currency reform in July, 1945, Since then the capital
of the State Bank has been raised several times and now
totals 10,000,000 Bthiopian dollars,

- The charter of the State Bank vests final control of
the bank's affalrs in the hands of the Government, since its
capital 1s owned by the Ministry of Fimance and the board of
directors is chosen by the Crown. The State Bank is offielally
designated as the Central bank of the Imperial Government.
Under the Charter, the affairs of the State Bank are admin-
istered by a Board of Pirectors of not less than five and

gegarit Gagzeta (Addla Ababai Goverrment Printing
Press, 1945), p. 1.



not more than seven Directors appointed by the Emperor,
Iotﬁ the President of the Board and the Governor of the
State Benk are appointed by the Emperor. Four Directors of
the Board form & quorum, and the Board must meet at least
once & month., The meetings are presided over elther by the
Prosident of the Board or by the Governor of the Bank,1%

Article 5, part §, of the Charter reads that the
meetings shall be presided over by the Fresident or in his
gbsence by the Governor, In the absence of both Presidemnt
and Gwomor' the Directors vresent shall elect & chalrman
from amongst their m.“

Furthermore, the mimites of proceedings cof the board
of directors and the books of accounts are at all times
open to inspection by the Minister of Finance. While the
sole right of issuing currency is by law vested in the State
Bank of Ethiopia, the latter acts in this capacity "for and
on behalf of the Imperial Ethiopian Government," and the
issue department of the bank is implicitly under the control
and authority of the Ministry of Fimance,

The Governor of the Bank is considered as a delegate
end executive sgent of the Board. Hls signature slone is

binding, except on documents under seal,

15%egarit Gazeta (Addis Ababa:; Government Printing
Pr.’a, 1%.3). P 20

161p1d., p. 9.
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A Balance Sheet and a Profit and Loss Statement must
prepared every six months snd submitted to the Minister

of Finance, who must have them published in the Negarit
Gageta (Government Journal),

dctive direction of the bank's affairs, however, is
in the hands of the board of direetors, and its policies are
declded by that body. The chief executive officer of thae
pank is the governor, who is personally appointed by the
Crovn, and who is assisted in his duties by the menager and

- subordinate officers. The various departments of the bank
function under the supervision of these officers, snd their
mumber end sctivities may be described briefly ss followssl?
AUDIT DEPARTMENT--A non-operating umit of the bank,
this department 1s concerned chiefly with secrutinizing the

. financisl operations of other departments of the bank and its
| branches to see that the policles and instruections of the
management are properly carried out snd the interests of
depositors duly protected, 1Its activities are essential to
provide that measure of security and control over internal
organization whieh will insure smoocth and efficient operation
of the bank's affairs, .

17Report on Economic Conditions and Market Trends
(Addls ababa: State Bank of Ethiopla, 1950), p. 7.
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ACCOUNTS DEPARTMENT--This department is responsible
for the maintenance of accurate records having to do with
all the fimaneisl transactions of the State Bank, and with
the proper balaneing of tue records of assets and liasbilities.
It prepares a semi-armual statement of conditiom which is
checked by the audit department and lster published in the
bank bulletin,

ISSUE DEPARTMENT--The issue department is charged
with control of the nation's curreney and carries out the
directives of the Ministry of Finance end the board of
directors of the State Bank with regard to monetary polisy.l8

EXCHARGE CONIROL OFFICE--This department formulates
the rules and sets up procedures witkain whose framework the
conbrol end issuance of foreign exchange is regulated, The
purpose of such regulation is to insure the importation of
necessary gocds and to restriet those of a frivolous or
luzurious nature. The exehange eontrol office deals directly
with the publie, to whom it is open five mornings a week
(Monday through Fridsy). Merchsnts desirous of obtaining
licenses to lmport or export goods eapply directly to this
office, .

1°lo§ar1t Gazeta (Addis Ababa: Govermment Printing
PP.IS, 191..5 » . 3.
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BILLS DEPARTHENT--The function of this department 1s
to deal with all .ineoning and outgoing documentery bills and
to notif'y elients immediately upon receint of bills or of
documentary eredits opened in their favor., Foreign exchange
is supplied to clients for the import of poods pmiéod
exehange cmtgol epproval has been granted, The Bills Depart-
ment also operates an import contrcl section which cooperates
cload.y with the Exehange Gontrol 0ffice end the Ethiopian
Oustoms Administration to insurs that goods for which foreign
exchange has been granted are, in fact, imported.

SURDRIES DEPARTMENT--This department issues foreign
exchange in the form of sight drafts, mail transfers, tele-
graphic transfers, travelors' checks, and letters of credit,
Incoming drafts, transfers, and other remittances from
ebroad are paid here. Banking hours for both Bills and
Sundries departments are l'ré- nine till noon every day
except Sundays for eash items, but these departments are open
afternoons as well for other business,

LOANS DEPARTMENT=-Appllcation for mortgage loans,
merchandise loans, loans against personal gusrantee, over-
draft facilities, and commereial paper disgounts are handled
by this department., Interest rates wary from 7 per cent to
9 per eent per annum, Final approval of each loan is
dependent on the decision of the loan committee, whieh
I.;tl twice weekly for this purpose.
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CABLE AND TRANSIT DEPARTMENT--Handles all telegraphic
banking communications whether originating from within or
- without Ethiopla. In ndditlon, this department arranges the
forwarding of clients! merehandlse from Djibouti to Addis
Ababa and expedites the handling of doecuments relating
thersto. It cooperates olosely with the Ethiopian Bonded
Warehouses in Addis Ababa end Pjibouti in the matter cf
storage of customers' shipments.

B ECONOMICS AND STATISTICS DEPARTHMENT--This office is
engaged in the collectlon and emalysis of statisticsl data
relating to bank esctivities as well as to the esonomie
affairs of the country as a whole, It prepares and publishes
a bank bulletin entitled "Report on Beonomic Conditions and
Market Trends," which surveys the emtire rield of Ethiopian
economic astivity. Speeciel reports on economic matters are
prepared whemn called for by bank executives,

LEGAL DEPARTMENT--The bank's legal department 1is
responsible for the exeamination and preparation of agreesments
end other documents pertalning to the bank's affairs, and
for the conduct and supervision of all eourt work in which
the bank 1s involved. The legel depsrtment also sects in an
advisory ecapaclty to the varlous depertments of the bank
when called upon tec do so,
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IV, BANE SERVICES--DOMESTIC

Savings sgcounts. Since Jamary 2, 1946, the head
office of the State Bank of Ethiopla has maintained savings
gccount fecilitles for the convenience of the public, and
similar services have been extended to thirteen of the
branches, Through this medium the people are gradually
being acquainted with the asdvantages of regular saving,
Briefly, these may be listed es followss
1) 1) Safety--~The bank meintains fireproof and burglar-
préor vaults for the safegusrding of depositors! funds.

2) Interest--Funds kept in regular savings bank

accounts earn interest at the rate of I} percent per enmum,
compounded semi-annually, Saving deposits (time deposits)
held for twelve months or longer earn interest =t 3§ per cent,
for six months, 2 per cent.

3) The eonveniruwo of a repository.

) The eonvenience of accurate accounts,

Savings accounts may be opened with an initisl deposit
of five Ethioplan dollars, and thereafter depcsits of one
Bthioplan doller end up will be accepted.

At present regular savings are linito;l to 5,000
Ethiopian dollars per person, but there is no limit on the
amountes that may be plasced under time deposit., The rate of
interest (3} per cent) pald on this latter type of account
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is somewhot less than on savings accounts and withdrawal
privileges are less flexible, being limited to four per
month.

In the case of regular savings accounts, withdrewals
ere restricted te two per month and are limited to 25 per
cent of the amount stending to the credit of the account
unless, of course, the depositor decides to close the
account, in which cass thirty days' notice may be rcquirod.19
Interest is caleulated on the minimum monthly balance and
credited to depositors! secounts seml-annuelly. To earn
interest & minimum bDalance of twenty-five Ethiloplan dollars
is required.

According to the bank's offieials, the mcney deposiﬁod
by the public is put teo work in the ferm of loans, pori-
follo investments, and other interest-bearing uses. It is,
in faet, only through the setive employment of such funds
that the bank is sble to pay intereat to its deposiiors.

Current accounts. Current accounts have always been
ene of the most important serviceas extended to the publiec by
the State Bank of Bthiopia end its branches. rayment by
check has become inereasingly populsr in the larger towms of
Bthiopla, because of their ease snd convenience. To open

192 eport on Beonomie Conditlons and Market Trends
(Addis Abeba: State Bank of Ethiopia, 1957), p. 4.
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@ current account a depositor need only identify himself
satisfactorily at the bank and verify his sigmature to the
banking euthorities. An initial deposit of at leasst 250
Bthiopian dollars is regquired, but thereafter no minimm
balance need be maintained. Cheekbooks of ten, twenty-Tive,
or fifty checks are aveilable from the bank at an sverage
coat to the holder of 1T Ethiopian cents per check.

Loans. A primary socurce of a bank's Income is charges
on loans. Loens are often needed to start a new business or
to help an estsblished ecncern through diffieult times, to
enable a merchant to buy supplies, to finance the purchase
of land or the consiructlon of buildings, to advance funds
needed by a farmer or Iindustrialist tc¢ buy machinery and
equipment, and, in gemeral, to provide the money neesded to
finance worthwhile business ventures ir anticipstion of a
profitable return. Without ths ald of lcans commereisl
asctivity would be severely restricted and the prospesrity of
the commmnity curtailed,

' In the matter of serving the publie through loans

the State Bank of Ethiopla holds ¢ predominant positiom.

It is the only finanelal institution of the size and
strength sufflecient at present to meet the lending needs of
the Ethiopian business commmunity. The sources of these loan
funds erise in the main from customers' deposits, current,
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savings, and time. The State Bank of Ethiopia does not lend
money which it hoclds on reserve nccetmt.)

Five main types of loans are made by the State Bank,
These are:

1) Mortgage losns--mede against real property, lsnd,
or bulldings. Such loans usually extend for a period of
from one to six yesrs and bear interest at the rate of
8 per cent per annum. The total of these loans has been
limited by decizion of the board of directors to 25 per cent
of deposits., Fortgage loans are normally the major type of
loan in terms of the sums involved.

2) Merchandise loans--These are normally made against
a pledge of merchandise by exporters tec cbtain an advance
on peyment of goods shipped abroad. The duration of such
leens sverages cbout three months, and interest on them 1s

peyable =t 7 per cent per year. Haturally, this type of
loen is heaviest during the main export season, which extends
fron Januery te July. MNerchandise loans are limited to from
50 per cemt te 70O per cent of the value of the goods,

3) Gusranteed loens are made ageinst the perscnal
guarantes of a third party, who bears full liability in
case of default, The period covered is usually no longer
than one year, Interest is 9 per ecent per year. Individual
loans in this category are limited to 25,000 Ethiopisn
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dollars, but in practice the amount advanced rarely exceeds
10,000 Ethlopian dellars., The total of such loans may not
exeeed 1,000,000 Ethiopian dollars at any given time. Guaran-
teed loens are frequently made to finance small purchases,
sueh as an sutomobile, a smsll plece of property, or durable
goods.

}) Overdraft facilities--Permlssien to overdraw indl-
vidual accounts is granted to reputable and well~-known
clients of long standing with the bank, Overdraft facilities
ere usually extended for six wonths at a time, but may be
renewed. Faciilties granted vary with the ecapital position
of the applicant., Interest ascummulates at the rate of
T per cent per anmm.

$) Bills discounted--Merehants' promissory notes and
other commercial paper are discounted by the bank st 9 per
cent per year. Ccllection is then made by the bank from the
signatory.

Cther services. In addition tc these services the
benk has facilities for the safe custody of cllents' valuables
and provides expert appraisals on real estate at nominal
charges.

V. BAVK SERVICES--FOREIGN

One of the mest important functions of the State Bank
1s its role a8 middleman between merchants at home and
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sbroad. In the sphere of foreisn trade the bank renders a
vital service tc the nation through its sale and purchass of
foreign exchange, for which purpose 1t maintains liaiscn with
3} correspondent banks throughout the world. 2y virtus of
ita many contacts abroad, it 1s sble to help both exporters
and importers to recelve and meet payment for thelr foreign
services and obligatioms, For this purpose it maintalns a
Bills Department snd a Sundries Department, which are open
to zerve the publle every day except Sundays. These depart-
ments are responsible for issuing foreign exchange, =ubject
to the approval of the exchange control office, nndm!n
daily contact with the forelign correspondenta of the State
Bank through whom the sale and purchase cf exchange is con-
ducted,

Vi. EXCHANGE CONTROL

The establishment of an effective system of exchange
control came about in September, 1949. Legally, some form
of contrel had existed since October 31, 19!;2, end this was
considersbly M_:nngmnod by an amendment of June, 1948,
to the Curremcy Proclametion of 1942. Howevér, mo regula-
tions, methods, or procedures of control had been set up;
foreign traders were largely uninformed of the law, and its
strict application and enforcement, consequently, remained
weak, By Legal BHotice No, 127 of 1949 this situation was
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altered. Detailed instructions were laid down on the
mechanies of eontrocl, the State Bank of Ethlopia was declared
the socle authoriszed dealer in foreign exchange, and in
accordance with this provislon an exchange control office
was set up in the bank, This offiece is actively engaged in
administering the new curreney regulations and in setting
up rules and methods of procedure for feoreign traders.

The ecentral point of exchange control as it has been
practised since September, 1949, 1s that all persons export-
ing goods from Bthiopia must undertake to transfer 1C0 per
cent of thelr foreign exchange proceeds from such sales to
the State Bank of Ethiopia.2® Equivalent compemsation is,
of course, made in local curreney. Ethiopia's exchange
eontrol may be deseribed as a system of quantitative restric-
tion besed on individual allocations of foreign exchange.

There are no Import licenses, but payments cutside
Ethiopia for imports require exchange licenses, These
exchange licenses are at present fresly granted for all goods
in the appropriate curremey of the eountry of their origin,
or in s softer currency when ordered through a third country.

Invisible payments such as freight and insurance
charges and the expenditures of travelers abroad slso require

Zouo?nrit Gazeta (Addis Ababa: Govermment Printing
Press, 1949), p. 1.
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exchange licenses. Exechange for such purposes as charity
end maintenance is granted in moderate amounts to residents
not permanently domiciled in Ethiopia for remittances to
their own country. Exchange for education is granted to
permanent and temporary residents based on documentary evi-
dence of necessity and amount. The transfer abroad of
dividends and other current earnings due to non-residents is
allowed within limits.

In order to obtain exehange to pay a foreign shipper,
the Ethioplan importer must file an application with the
Exchange Control Office of the State Bank of Ethiopia.2l
This application, when approved, becomes an exchange license
end is assurance to the importer that he will obtain the
necessary foreign exchange for payment, 1f avalilable, either
against documents after arrival of the goods or against a
letter of ecredit. An export license, similarly obtained,
1s required for the shipment of goods abroad, and serves as
& check on the surrender by exporters of 100 per cent of the
recelipts from foreign sales to the Exchange Controller. In
the case of coffee (Ethiopla's main export) present regula-
tions require the exporter to surrender 50 per cent of the
proceeds In United States dollars and 50 per cent in
sterling. Exehange eontrol has markedly affected the patterm

2lrpid., p. 3.
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of imports in the direction of a greater proportionate
volume of those items which may be loosely deseribed as of
an indusirisl nature, or satisfying in the mein industrial,
construeticn, or transportation needs. The change has taken
place largely at the expense of textlle consumption, which
has declined correspondingly, Within the general framework
of exchange control, the volume and value of Ethiopia's
foreign trade have continued to inerease. The country has
enjoyed a healthy surplus in its overall balance of payments
with the rest of the world in recent years, and has been able
to bulld up large reserves of United States dollars to
further its capital development,

VII. AUTHORIZED POWERS

General Notice No. 18 of 1943 gave the State Bank of
Ethiopia the following powers; 22

1) to buy, hold, sell and exchange any personal
property;

2) to sue and be sued in all Ethiopian Courts;

3) to 1ssue drafts, cheques, letters of credit and
tranlloi-l cheques, make payment orders cnd effeect telegraphie
transfers, payable in Ethiopia and abroad;

Zzlognrit Gazeta (Addis Ababa: Government Printing
Press, 1943), op. 1-5.




h2

k) to establish branches and sub-branches as may be
requisite and convenient in Ethiopia and abroad;

5) te buy and sell internal transfers and foreign
exchange and negotiate issue and receive all documents per-
taining thereto;

6) to buy and sell securities of all kinds for its own
account or for account of others;

7) to eccept and receive monies in current account
withdrawable at sight or in deposit for fixed terms and
allow interest thereon and acceprt and receive articles and
documents for safe custody;

8) to open and maintain accounts with banks snd banking
correspondents in Ethiopla and abroad, and accept the opening
of accounts by such banks and banking correspondents;

9) tc discount and negotiate bills, promissory notes
and the like, of all kinds;

10) to grant losns and advances end open eredita in
accounts current or otherwlse and charge interest hereon;

11) to act as collecting or other agent on behalf of
banks, compenies and individuals;

12) in general for its own aceount or for the acecount
of third parties undertake all banking, commercial, industrial
and ageney business in Ethiopia and elsewhere and participate
in the ereatlon and constitution of all financial, commer-
eial, and industrial enterprises of interest to Ethiopia;
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13) to aet as the instrument of Ethiopilan Goverrment
Treasury.

General Notice No. 29 of 19l revealed that the State
Bank of Ethiopia had possessed, since its inception, the
same power &8s was given in the Charter more than a year after
its ereation. The Notice further stated that the Charter
had, in fact, exlsted since the Bank's inception in 1942,
Although it 1s not expressly stated, it may be interpreted
that the law valldates all judicial esets, instruments, snd
finanelal transactions which have becn carried out by the said
Bank since date of its incertion until the date when the
Charter was published (November 30, 1943). In part the
General Notice No. 29 of 1944 stated that:?3

Now, Therefore, We do hereby proclaim that the aforesaid
powers be held and interpreted to extend znd apply, and
from the date of the aforesald Charter, to wit, the 30tﬁ
August 1942, to have extended snd arplied to authorise
the conclusion and ratification by the State Benk of
Ethiopla, through its Board of Pirectors, of any and all
loan agreements, contrasets, and obligations for loan to
or by sald State Bank inciuding any and all agreements,
contracts and obligations for the furnishing of securi-
ties or eollateral for all such lcan agreements
contracts and obligations and to render all suoﬁ agree-
ments, contracts or obligations for the furnishing of
securities or collateral, duly authorised by sald Board
of Directors, binding upon the said State Bank of
Ethiopia whether amuthorised, coneluded and or ratified
before or after the date of the preasent General Notice.

aslegarit Gazeta (Addis Ababa: Government Printing
Fress, 19441), p. 1.



It may thus be interpreted that all the powers
described under Parts 2 and 3 of the Charter had all the
time been given to the Bank from the date of its imeeption,
making the Bank liable for all such acts between those
dates.

Proclamation No. 76 of 1945 gave the Minister of
Finance or the State Benk of Ethiopis with the concurrence
of the Minister of Finance power to enter into loan agree-
ments with monetary authorities of other Govermments in
connection with exchange facilities, stabilization of
curreney, and other international currency measures, Under
the same Proclamation, the State Bank, acting on behalf of
the Govermment of Ethiopia, was given the sole right to issue
currency, notes and coins, and to m=intain an Issue Depart-
ment for that p\ﬂpﬁ“-na’

FProclemation No. 99 of 1948 proclaimed the State Bank
of Ethiopia as the sole authorized dealer in foreign
exchange.

Legal Notice No. 127 of 1949 issued by the Minister
of Pinance, gave the State Bank power to appoint agencies
and representatives to aect in such capacity, but the Bank

a&logarit Gazeta (Addis Ababa: Government Printing
Press, 1945), p. 2.
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must file the names of such agents and representatives with

the Ministry of Finanece.2® The regulations cancelled all
permits given to any person to deal in foreign currency and
foreign exchange prior to the publicetion of the Legal
Hotice Wo. 127. The State Bank of Ethlopla, according to
the regulations, acts as the Exchange Control Agency for the
Ethiopian Govornlunt.a6

Proclamation No. 112 of 1950, an amendment to the
Currency and Legal Tender Proclamation of 1945, gave the
State Bank of Ethlople power to issue currency in Ethicpilae
egainst prepaild foreign currencies within sueh limits and
at such rates &s may be determined by the State Bank of
Ethiopia.zr The amendment also empowered the State Bank of
Ethiopias to receive Ethlopian currency and issue foreign
currencies or telegraphie or mail transfers payable in
foreign currencies within such limits and on such terms as
it may prescribe from time to time by Ethioplan Govermment.

25§egarit Gezeta (Addis Ababa: Govermment Frinting
Press, 1949), p. 3.

szbid., ps k. |

27logurit Gazeta (Addis Ababa: Govermment Printing
Press, 1950), p« 1.
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VIII. BANK FINANCIAL STATEMENTS

(A dotailed enalysis of benk finaneisl end operating
data eannot be made because of lack of detalled bank state-
ments., The bank ususlly publishes a econdensed bank statement
in the Ethioplan Herald annuslly. However, with the data
that have been published, a reasonable analysis of the
finaneial condition and operating results of the bank for 1946
through 1957 esn be undertaken.)

Finaneial and opersting data are stated in common-sigze
statement as shown in Table III and Table IV, Common-size
statements are c¢alled “"component percentage™ or "10C per
cent” statementsbecause each statement 1s reduced to the
total of 100 end each individual item 1s stated as a percentage
of the totel of 100. As of December 31, 1946, the ratio of
deposits to total llabilities and capital wae 72.6 per cent;
the same ratio as of December 31, 1957, was 82.7 per cent.

<?.poalta represent the major item of the 1liasbilities and
eapital, whereas cash, balances abroad, loans and advances,
and marketable securities are the major auots} The changes
in the amount of these items relative to the statement totals
are shown in the comparative statemsnt. .

On December 31, 1946, the Bank had cash in the smount
of 12,237,000 Ethioplan dollars, which was equivalent to
33.3 per cent of the totsl assets. As of December 31, 1957,
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this emount was 26,949,000 Ethiopian dollars, or 12.6 per
cent of the total assets,

The commuon=8ize statement of income and expenditures
(Table IV-1l) reveals that a relatively large amount of the
gross lncome from eurrent coperations was sbsorbed by current
operating expenses during 1948, 1949, end 1955. A favorable
tendeney is to be noted for 1954, 1956, and 1957.

In 1946 the total current expenses from operations
was [3.4 per cent, whersas in 1957 it was 32.5 per cent.

In 1946, net profit wes 56.6 per cent of gross income,
whereas in 1957 it was 47.5 per ecent. In 1946 the salariles
and wages and other general expenses were 206.) per cent, and
16.6 per cent of gross income respectively, whereas in 1957
they fell to 17.3 per cent and 5.9 per cent.

In 1946 interest earned was 27 per cent of gross
income, while in 1957 1t rose to 8.2 per cent; and in 1946
commissions and exchange earnings were 15.9 per cent and
42 per cent of gross income respectively. In 1957 the earn-
ings from commisslons and exchange fell to 5 per cent and
37.3 per cent.

Table V presents trend percentages of. related finanecial
and operating data for the State Bank of Ethiopia. From
1946 through 1957, deposits inereased 138,601,722 Ethiopian
dollars, or 374.7 per cent; and surplus, undivided profits,
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end reserves increased 15,157,000 Ethiopian dollars, or
963 per cent. Marketaeble foreign seecurities and loans and
advances increased 56,535,000 and 41,115,000 Ethiopian dollars
or 4890 per cent and 174 per cent resrectively. The inerease
since 1946 in the State Bank's total assets of 175,059,000
Ethiopian dollars, or 473 per cent was accompanied by
increase in total liabilitles of 151,102,000 Ethiopian
dollars, or Lll.1 per cent.

From December 31, 1946 to December 31, 1949 the trend
of total assets was downward, but after December 31, 1949
the trend was constantly upward. The trend of total lia-
bilities wes downwerd from December 31, 1946 to December 31,
1949, but after that it was upwerd, The upward trend of
total essets, however, was at s higher rate than that of
total liabilities. The indication, as reflscted in Figure I,
is that the finaneial position has been favorable except as
of December 31, 1950.

The tronc} data for gross ineome from operations,
current expemses, and net income from eurrent operations
(Figure I1) reflect favorable changes in operations. Gross
income increased GL6 per cent, whereas current expenses and
net income from eurrent operations incrsased 46l per cent
and 788 per cent respectively. The trend of gross incomse
was eonstantly upward since December 31, 1946. The trend of
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current expenses from operations was also upward. From
December 31, 1948 to December 31, 1955, the upwerd trend of
current expenses was at a higher rate than that of gross
income, but after that the upward tremd of gross income wes
at a higher rate than that of current expenses.

The trend of net income was constantly upward, except
at December 31, 1949.

The ratios of eash to total deposits, cash snd markstable
foreign securities to total deposits, total deposits to
capital, eapital to total as-ets, and net income to total
assets are presented in Table VI,

The ratio of casn to derosits is computed by dividing
cash by total deposits. The data in Table VI reveal that the
ratio of ecesh to deposits deeclined since 194b; whereas, the
amount of deposits incressed at a more rapid rate than cash.
The deerease in cash accompanied by an inerease in deposits
indlecatea that other assets have been acgquired by the benk.

The ratic of cash and marketable foreign securities %o
toctel deposits 1s computed by dividing the total of cash and
marketable securities by total deposits.

The ratio of total deposits tc capital is determined
by dividing total deposits by capltal. As of December 31,
1957, the State Bank had deposits of 175.2 million Ethiopian
dollars or 17.5 times the capital. On December 31, 1949,
the total deposits times the capital was 6.0; whereas, as
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of December 31, 1956, the ratio was 30.6, which was the highest
of all the twelve years,

The ratioc of capital to total assets is computed by
dividing eapital by total assets. As of December 31, 1951,
this retio was 4.8 per cent. From 1950 through 1956, this
ratio deelined slightly. The depositors will be protected
so long as losses de not exesed the ratio presented in
Table VI. The ratio of met ineome to total capital reflects
sn inerease for 1946 through 1949 and 1951 through 1957,
and a decline of 0.1l per cent for 1950,
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CHAPTER IV
THE DEVELOPMENT BANK OF ETHIOPIA

The foundation of the Development Bank of Ethiopia,
early in 1951, coinpided with the beginning of a period of
economic expansion iIn Ethiopila. The upsurge of coffse prices
late in 1949, the improved organization of highway reecon-
struction, the promulgation of the Statement of Foliey for
the Encouragement of Foreign Capltal Investment in Ethiopia
in 1950, and the acceptance of Ameriean Techmical Cooperation
in June, 1951, ereated & favorable climate for investments
of a1l kinas,!

Without a development bank, the banking system of
Ethiople would have been ill equipped for giving support to
economic development., The State Bank of lt;ieph was, by
its charter end practice, almost exelusively dedicated to
short-term trade Cinancing. Medium-term credits were given
agalnst real estate mortgages, but the Bank was quilte umpre-~
pared to suprly venture ecapital.

The eoncept of a development bank was not new. Such
banks had existed for about three deeades im different

]Roport on Economic Conditions and Market Trends
(Addis Ababe: State Bank of Ethiopia, 1951), p. 10.
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countries.? Fairly large and often govermment-supported,
they had specialized in venture capital, whether in the
shape of loans, eguity or both, Risk taking and the promo-
tion of new enterprises had become their prineipal line of
business., Therefore their staff usually included a number
of engineers snd business analysts whose task it was to
evaluate the viability of enterprises and, 1f necessary,
zlve advice.

This type of bank had attracted the attention of the
Internaticonal Bank for Reconstruction and Development at an
carly dste.? At a time when the International Bank for
Reconstruction and Development was shifting its attention
from reconstruction lcens mainly in Europe to development
loans mainly in the tropies, 1t was realized that development
banks were an ideal means for vromoting private industries
to which it would be impracticable for the International Bank
for Reeonstructlion and Development to lend directly.

It was therefore in harmony with the interests of
Ethiopia as well as with the general policy of the Inter-
national Bank for Reconstruction and Development when, in
September, 1950, the International Bank for Reconstruction

aﬂoport on Economic Conditions and Market Trends
(Addis Ababa: State Bank of Ethiopia, 1958), p. 5.

3Year Book of the United Nations (Hew York: Columbila
University Press, 1950}, p. 859.
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and Development granted a loan of U. S, $2,000,000 to the
Ethiopian Goverrment for the establishment of an Ethiopian
development bank.k This was simultaneous with & United
States §5,000,000 loan to be spent on highways. The purposes
and the lending poliey of the development bank were laid
down in articles 1-4 of Proclamation No, 116 of 1951, published
in the Negarit Gazeta dated 19th March, 1951.5

The purposes for which the Bank is formed are:® (1) to
agslst in the development of industrial and sgricultural
produstion, and (2) to foster the investment of private capital
for private purposes.

The Bank is suthorized tos! (1) make, guarantee or
particlpate in losns to any Industrisl, agriculturel or busi-
ness enterprise on terms and conditions as 1t shsll deem
appropriate; {2) purchase, hold and sell stocks or other
evidence of owmership of any industrial, agricultural or
business enterprise; (3) borrow money, float loans, and issue
bonds or other evlidence of indebtedness and glve security
for the same; (li) employ the funds of the Bank in all types

bEthioplan Herald, September 21, 1950.

Shegerit Gazeta (Addls Absba: Goverrment Printing
Press, 1951), p. 3.

b1id., r. 3.
7Ibid-. P h.
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of industrial, agricultural or business enterprises in
Ethiopia and to menage, sell or otherwise dispose of such
enterprises; (5) to aet as sgent or representative of any
person, eorporation, firm or enterprise; (6) open and main-
tain accounts with banks and banking correspondents in
Ethiopia and sbroad; (7) issue its capital stock on such
terms and for such consideration as 1t shall determine;

(8) make end perform eontrasts of any kind and description,
and gusrantee the performance of any contreet or obligation;
(9) act as agent of the Ethioplen Government for the purpose
of making withdrawals from the Loan Account opened pursuant
to the provisions of the Loan Agreement dated September 13,
1950 between the Ethiopisn Government and the Intermstional
Bank for Reconstructlion and Development; (10) invest any of
its funds not at the time required in its operations in any
securities which 1t shall deem appropriate; end {11) do any
and all other things and exercise any ami all other powers
which a partnership or natural person could do and exercise,
or which now or hereafter be authorized by law.

Article 3 of Proclamation No. 116 of 1951 states that
in making, guaranteeing or participaeting in loans 1t shall
pay due regard to the prospects of repayment, end in making
other inveatments it shall pay due regard to the prospects
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that such investments will have value and yield returns
commensurate with the smount invested.®

By article three of its charter, the Development Bank
of Ethiopile differs somewhat from development banks in most
other countries. The caution which is imposed thereby has
hampered the belder types of lending. It is one of the
reasons why industrisl eredits have hardly been used for
the esteblishment of ertarprises in fields entirely new to
Ethiopla. On the other hand, it is ccmprehensible that
caution should be enjolned, given the short period over whieh
banking experlence had been gathered in this country.

The Development Bank was given special privileges,
inasmuch as it wes exempted from all taxes, duties and
customa dues for its own use, mamaing the Importatlon and
suprly of equipment and materials.

The Board of Direetors, the President and the Vice-
President of the Bank were to be appointed by His Imperial
Malesty. TUnder the terms of the loan agreement with Intere
patlonal Bank for Reeonstruction and Development  the
management and the higher staff of the Bank are to be
agreeable to both parties. -

81bid., p. 5.
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The Development Bank of Ethiopia began its operations
on May 25, 1951.7 During the first months, very few appli-
cations for development loans were received. This was
perhans fortunate because the Bank was st thet time not
fully staffed. The task of development was new for a benk
in Ethiopla, and policies had not yet been worked out;

In order %o provide the Bank with some earning assets
the Ceres Company was established in Oectober, 1951, as a
subaidiary of the Development Bank,10 The Ceres Compeny was
enabled to grant marketins loens., Initially, the Develop-
ment Bank provided the Ceres Company with 300,000 Ethiopian
dollars in capital and a line of eredit in the amount of
700,000 Ethioplan dollars., This has since been increased to
1,131,973 Ethiopian dolllrt?

The suthoriged ecapital of the Development Bank was
13,000,000 Ethioplen dollars, of whieh 11 million repre-
sented the ordinary} capital stock subscribed by the
Ethlopian Government. The remaining 2 million in preferred

stock was to be offered for sale for either publie or private

subseription 1f and when suthorized by the Board of

9Dovelopn¢nt Bank of Ethiopia, Anmual Report for
1951 (Addis Ababa: Commereial Printing Press, §55'I),—p'.

IOM" Ps 3.
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Directors.l? The International Bank for Reconstruction end
Development did not directly subseribe any part of the new
Bank's capital, but the proceeds of the International Bank
for Reeonstruetion and Development loan are progressively
made available to the Ethlopian Government as and when
specifie loan projects are approved by the International
Bank for Reconstruction and Development. In actual faect,
the pald-in eapital of the Development Bank has increased
es followss
PAID-IN CAFITAL OF DEVELOPMENT BANK™
For the Yeara 19511957
(in millions of Ethiopian dollers)

1951 1952 1953 1954 1955 1956 1957

paid-in Capitel 3.0 k.1 5.7 T.6 8.3 8.7 10.0

iSource, anmual report for 1951, 1952, 1953, 1954
1955, 1956, and 1957. YA, e AV fan

In early years, applications for the finsneing of
me jor projects came from the industrisl seetor only, mostly
from already existing enterprises desiring to expand or
modernize thelr plants,

The relative importance of industrisl snd agrieultural
leoans 1s indleated by the following table:

llyeperit Gazeta (Addis Ababa: Goverrment Printing
PI‘."S' 1951 2 Pe 1.



DEVELOPMENT BANK OF ETHIOPIA
CREDIT BALANCES™
Por the Years 1952-1957
{1n thousands of BEthiopian dollars)

Items 1952 1953 1954 1955 1956 1957
Industry 3,213 3,276 L,2h1 L 649 5,009 L4,625
Agriculture 27y 451 1,080 1,479 2,123 3,302
Ceros Compeny Ltd. 957 1,254 1,695 999 1,366 1,432
Other destinations - 62 372 19 337 228

Total bulh 5,443 7,388 7,536 8,845 9,587

*Souree, anmual report published by the Development

Bank anmually.

These figures indicste the Development Bank's own

lending, which has been granted a rate of interest of

7 per cent throughout the period coversd, exceot that for

small agricultural lcans the rate hes been 5 per cent.



CHAPTER V
SUMMARY AND RECOMMENDATIONS

Sumery. It was the purpese of this study to analyze
the banking system of Ethiopia. The study in the main wus
made to analyze the only chartered govermment bank, the
State Bank of Ethiopila,

The data for this study were divided into two major
sections and one minor section, In the {irst sectiocn data
dealing with the monetary system of Ethiopie for the years
1951 through 1957 were presented :nd interpreted. In this
section it was found that the Ethiopian Govermment Tressury
cbligations in note reserve funds tend to stay below the
1imit required by law, and that the Ethioplan currency has
won confidence of the people,

In the second major sectlon data that deal with banking
for the years 1946 through 1957 were presenmted and inter-
preted. In this section the State Bank of Ethiopila wes
covered and financlsl statement analyses were made. It was
found that the State Bank of Ethiopis had grown enormously
end had attained the stature of a complete monopoly as a
commercial bank,

In the minor section a brief deseription of the
Development Bank of Ethiopia was covered, The date for the
years 1951 through 1957 were presented. In this seetion it



was found that in the early years anplications for the
finsneing of major projects came from the industrial sector,
end in the latter years applications for agricultural loans
exceeded those for industrial loans,

Looking back over a decade of growth and service to
the nation, the State Bank mey view with pride its record
of the past twelve years., During this periocd its total
essets have incressed from epproximstely 36.6 million
Bthiopian dollars to 211.5 million, Depositas have similarly
increased to & level of about 175.2 million Ethiopian dollars.
The bank esarned = profit in every yesr from 1946 to 1957,
the most recent yesr for which deta were available for this
study. Proflt from current operations inereased 782 per cent
in 1957, whlch was computed by taiking 1946 a2s a base year,

Esrnincs sinece 1946 were derived largely from interest
earned and commissions on foreign exchanse transactions.
In 1957 earnings from these socurces amounted to 85.5 per cent
whereas in 1946 it was 69 per cent,

On the expenditure side malaries asnd wages account
for the largest share of outlays. As of December 31, 1946
salaries znd wages account for 26.l per cent, whereas other
general expenses asecounted for 16.6 per cent; in December 31,
1957, salaries and wages accounted for 53.2 per cent, while
other general expenses accounted for 18,3 per cent. Taking
1946 as a base year, from 1946 through 1957, salaries and
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wages inereased 390.6 per cent; and other general expenses
increased 168.7 per cent. Interest paid in 1957 was 555
times that of 1946. In 1946 interest raid wes very negligible,

On December 31, 1946, loans and advances amounted to
17,462,981 Ethlopian dollars, while in December 31, 1957,
this figure was 47,986,093 Ethioplan dollers, an inerease of
30,524,112 Bthiopisn dollars, or 174.3 per cent.

Note lssue was expanded from 39.9 million Ethiopien
dollars in 1946 to 13L4L.5 million Ethiopien dollars in 1957,
an inerease of 94.6 million Ethioplan dollars, or 237 per
cent. A4s of December 31, 1951, the notes issue was backed
53.7 per cent by silver bulilon, foreign securities, gold
bullion, and foreign balance; and 46.3 per cent by Ethiopian
Govermment Treasury Bills, while in 1957 it was covered
6.7 per cent by Ethiopian Government Tressury Bills and
35.3 per cent by foreign balance, silver bullion, and gold
bullion, _

Coin issue had grown from 14.8 million Ethiopian
dollars et the end of 1946 to 36.8 million at the end of
1957, en inerease of 18.0 million Ethiopian dollers, or
121.6 per cent.

The total staff at head office and branches numbered
668 as of December 31, 1957, of whom 578 were Ethiopilans and
90 were foreigners,



There are nineteen branches of which fifteen are
menaged by Ethilopians a2nd four are menaged by foreigners.
All branches except those that are in Eritrea, Djlbouti,
and Khartoum are directly controlled from the Head Office by
Branch Supervisors.

Recommendations. The Board of Directors of the State
Bsnk of Ethlopias is directly responsible to the Couneil of
Ministers. The Parlisment so far has no power, except to
pess lawa that are decreed by lils Majesty Haile Selassie I
through the sdvisement of the Council of Ministers and laws
that are inspired and presented by the Minister of Finance.
In sctusl feet all the members of the board, except the
Governor of the State Bank of Ethiepla, are high ranking
government offieials who hold very :lnp_m-tuxt positions and
who are also members of the Coumcil of Ministers. It can
be seen that these members of the board with the exeception
of the Governmor, either individually as ministers of various
departments or jointly as members of the Board of Directors
of the State Bank of Ethiopia, are in a positlon tc econtrel
the whole economy of Ethiopla.

Therefore, the following recommendations which fall
into three main classes will make the management of banking
directly responsible to the Parlisment, and morecver make
the Council of Ministers more conscious of its obligations
to the PulMt. These recosmendations ares (1) to make
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the banking system a separate agency, (2) to make changes in
board representations, and (3) to encourage gradual decen-
tralization of bank ownership.

1. Retirement of the original ecspital investment of
the Ministry of Finanee should be started scon so a8 to
separate the bank's ownership from the government itsell and
thus make 1t an independent financial sgeney. Then the bank
should be legally made a separate agemcy of the govermment.
If this 1s accomplished, the boerd of directors will be
directly responsible to the Parliament, and one man or
small-group control of banking will be nvoiﬂ. The »etire-
ment of the original capital should be consummeted in four
years' time, and the bank be authorized tc borrow {rom the
govermaent a certain maximum amount of dellars (whieh will
be decided by the Parliament) in case of major smergencies.

2. The power of the Minister of Finance should be
limited to the Issue Department and Exchange Control Office
and to the responsibilities to which he is privileged in
his eapacity as one of the members of the board of directors.

3. All the seven members of the board of directors
in the past and at present are high government officials,
except the governor. The representation should be two
members from agricultural interests, one member each from
commercial and industrial interests respectively. Since in
the past and at present most of the learned people are in
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govermment civlil service and until the ecircumstances permit
a change in the ra=tio of representation, the other three
members of the board should represent the govermment. The
members cf the board should be appointed as is presently
done but with the consent of the senste,

. The branch banks within Ethilopiats border should
be grouped into five districts and the rest designated as
sub-districts.

5. The district menagers should be given éutnouty
that will empower them to manage the district banks and the
sub-district banks more efficiently and effectively.

6. Loeal advisory boards should be arpointed in the
distriet and sub-district banks. This will secure a great
degree of deceontralization and a better kmowledge of loeal
conditions.

T« The legislature should pass lsws favorable to
increase the use cf checlks,

8. The publie suthorities and the State Bank should
develop a more intensive propaganda to make the publie
familier with the methods of bank transfers,

Conclusions. In Ethiepia so far thera are no credit
and losan associations, In this study it was found that the
State Bank of Ethiopie and the Development Bank of Ethiepia
are the only ones that grant losns and credit throughout
the eountry.
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Therefore, the recommended changes would:

l. Separate the bank's ownership from the govermment
itself and then make it an independent fimencisl agency, So
as to limit govermment interference and to discourage a
small group from having financial and economic control of
the country.

2. The extension of loans has an immediate and direct
effect on prices and business., Since the State Bank of
Ethiopia 1s one of the twe banks that extends loans and
credits to the public, the appointment of leucal =dvisory
boards will give the lecal community more voice in the
banking funciions. Especially in Ethiopia where competition
of banks and loan and credit assoeclation= does not exist,
this recommended chamge 1s seen to be am sbsolute necessaity.
This change will also give district and sub-district bank
managers more powsr than hitherto has been exsrcised.

3. The House of Deputies or the Lowsr House is an
elected body and has constitutional power over the nationts
fiseal poliey. But so far, although in other aspects of
fiscal poliey it has done a fine job and made some improve-
ment, it has neglected 1ts duty to the publiec in regard to
benking. This might be due to the faet that the influence
of the Council of Ministers has overshadowed its constitu-
tional duty to the publie end the nation. Therefore, it 1is
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believed that the recommended change will awaken the House
of Deputies to exercise its constitutional power.

. Until 1956 when the general election to elect the
representatives of the House of Deputies wms held, the
administration of the Bthiopilan government was one with
cabinet supremaecy. Since the generel election of 1956, the
eonstitution gave more nower te the Perlisment than’hitherto
exerclsed, and thus made the cabinet supremaecy theoretically
non-existent. In actual practice the supremacy of the
cabinet 1s not yet wiped out, especially in regard to bank-
ing. It 1s belisved that the recommended change will limit
the power of Counmeil of Ministers, and will héip to call
attention of the Parllament %o sueh fields as freedom of
economiec opportunity and private enterprise.
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NEGARIT GAZETA 1>
Lth Year ¥o. 9, 29th May, 1945
o, 76 of 1945
CURRENCY AND LEGAL TENDER
PROCLAMATTON
CONQUERING LION OF THE TRIBE OF JUDAM
HATIE SELASSIE I
BLECT OF GOD, EMPEROR OF RTHIOPIA

WHEREAS it 1s necessary to revise the nonstary srrangements of
Owr Empire and %0 provide a national currency systen sultable for the
needs of our people and the commerce of Our Empire,
WE PROCLAIM AS FOLLOWSie

1, 7This proclamation may be cited as the Currency ani legal
Tender Proclamation, 19LS,

2, The monetary unit in Zthiopia shall be the Ethiopian dollar
{Eth.$) egual in value to 5,52 grains of fine gold, and divided into one
hundred centas,

3. The sole right of issuing currency (notes and codn) in

RBthiopian

maintain gn Issue Department for this purpose.

ke (a) It shall be the duty of the State Bank of Ethiopia to
establich and maintein a currency fund consisting of gold, silver and
fuﬂnmmhulmnmmmmnmﬂuh
into foreign currencies or bank balsnces to a minimm extent of 75¢ of the
galid fund and Imperisl Treasury obligations to a meximm extent of 25% of
the sald fund, Thls fund shall constitute a reserve for the redemption
at thelr full issuo wvalus of notes issved under this Proclamationm,

(b)mmmuuhmahdfmmm
aspets of Our Imperial Government and of the State Bank of Ethiopla and ig
%o be maintained solely and exclusively for the purposes of the currency
issue, The books and aceounts of the Fund shall be open
end examination at gll times by Minister of Finance or officers appointed
byhh.

(e) The Issue Department of the State Bank of
muummm&sm.thuttuamm in a form to be
mwmmum,.m&ma currency issued
and the gssets of the

Se msnumm‘mmmnummnm
currency centres in Ethiopia against prepayment of foreign currencies ss
designated and at rates presecribed by the Minister of Finance and
publighed in the Negaritl Gaseta., It shall also on demand receivs such
currency tendared at its currency centres in Ethiopia end issue in
exchange telegraphle or mall transfers payabls in currencies designated



and at rates prescribed by the Minister of Finance and published in the

Hegarit Caseta,
6¢ (a) The currency notes isesusd by the State Bank shall be

11, This Proclamation shall come into force as from the 23rd day
of July, 1945,
SCHEDULE A

(iinting, Printing, Issus and Withdrawal,of Ethioplan Currency)
1, (a) The currency notes to be printed and issued by the State

petition of the Bank, be of the denomination of one Ethioplan dollar,
five Ethiopian dollars, ten Ethiopian dollars, twenty Ethiopian dollars,
f£ifty Ethiopian dollars, one hundred Hthiepian dollsrs, and five hundred
Ethioplan dollars,

(b) Currency notes shall be in such form, and of such design
and printed from such plates, and shall be authenticated in such manner
as shall be determined by the Bank,



s,
i

(e) ™e plates shall be prepared and kept and the currency notes
printed, stored, issued withdrawn, cancelled and destroyed under such
rogulations as the Bank may make for the purpose of preventing fraud and
improper use,

2, (a) The coin %0 be minted snd issued by the Bank in accordance
dﬁMh)dﬁhMM“-mﬂuﬂlw
declared by Proclamation issued by Us on the peti be
copper coing of one, five, ten and twenty-five cents and
fifty cents and, at the on of Our Minister ,a

dellar,

(b) The weight, composition, remedy, form and design
coing shall be determined by the Bank with Our spproval
Negarit Gaseta,

(e) T™he dles shall be prepared and kept and the eoin minted
ghored, iessued, withdrawn, melted down and disposed of under such
regulations as the Bank may make for the purpose eof preventing fraud and
lwrm.

3. The Bank shall maintain such records of currency notes and
¢cin stored, issued and withdrawm as it may determine,

ke mumumumu-muﬁ:
Article 5 of this Proclamation ghall be sffected at the rate of one
Ethiopian dollar for 40,25 United States cents dmmdomr
for two shillings sterling (mtuthpo-llhﬂm) against such

E f
BE
i

g
R
2

i

agencies,

Provided further that no person shall be entitled to claim the
issus or redamption of currency in sccordance with this Clause for any
eun less than 50,000 Ethiopian dollare,

Se mwwmmmnmuuuwlmm
the provisions of Article 6 (c) of this Proclsmation 1f diminmished in
weight below the limits determined by the Bank in sccordance with clause
2 (b) of this Schedule,

SCHEDULE B
(Penaltiss for wrongful issus, eocunterfeiting and illegal tretment)

te
2, (a) If any person counterfeits or, with uumuum,
slters any currency note or coin, or knowing any currency note or coin to
umwutadmﬂhnﬁ.l-,hmuhlhbhumﬂm
to pay a fine frem 5,000 to 50,000 dollars or shall be imprisonsd from
two ysars to life or shall be punished by both such fine and imprisomment,
(b) If any person, without lawful suthority or excuse, the
mfuhemofmnno'fhhh, receives from any other person or has in
his possession or custody any counterfeit or altered currency nmete or coin
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7+ Any person who without lawful suthority or excuse wilfully
defaces, or tears, cuts, perforates or otherwise mutlilates any cuwrrency
note, or affixes or ettaches thereto anything in the nature or form of

an advertisment, or melts dowm, sweats, cuts, !'uu‘.dtfnu. w:lm!

otherwise dispose of with or without compensation to the holder thereof,
as it thinks fit, having regard to all the circumstances of the case, any
note or coin which has been damaged or which, in 4ts opinion, is

9. The "eurrency note or coin" in this Scheduls
means a cwrency note or coin issed under this Proclamation and also,
except in Article 8 of this schedule, any note or coin of a similar
character, by whatever name called, issued by or on behalf of or under
the authority of the Govermment of any foreign State.

i0. A note or coin shall be deemed $o have been
"illegally dealt with" if impaired in any manner specified in Artiecle 7
of the Schedule,

11, Any penal geribed by Chapter 5 of the Penal Code which
is in contradiction to the penslties prescribed in this Proclamation is
hereby repesled,.

SCHEDULE C

n)ht&me&“nﬂuﬂmﬁ!ﬁiqaﬁnhrh
payment of any amountj
b) in the case of silver 50 cent coin for the payment of an
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NEGARIT GAZETA

fthe Year No, 7, 30th March, 1950
A PROCLAMATION TO AMEND THE CURREWCY AND LSGAL
TENDER PROCLAMATTON 1945, AS AMENTED
CONQUERTNG LION OF THE TRIBS OF JUDAH
HATIS SELASSTE I
ELEOT OF GOD, EMPEROR OF ETHIOPIA
WHEREAS, the devaluatien of the Pound Sterling and Our dexision mot %o
oy Boglsveg sy gl M B R Kl R
the Cwrrency and lLegal Tender proclsmation 1945, as amendedj and
WAEREAS, the confidence in the valus and the stability of the

In accordance with article 34 of cur Constitution We approve
the resolutions of Our Senate and the Chamber of Deputies and We accordingly
proclaim as followss

1, This proclamstion may cited as the Currency (Amendment)

pal
to read as follows: "k, (a) It shall be the duty of the State Bank of
Ethiopin to establish and maintain a currency fund consisting of golad
gilver and foreign currency bank balances or prime sscurities readily
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Done at Addis Ababa this 30th day of Margh, 1950,
Teahafe Teszaze Welde Guiorguis, Minister of the Pen

-
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NEGARIT GAZETA
12th Year No, 2, 25tk September, 1952
A PROCLAMATION FOR THE APPLICATION OF CURRENGY
AND LECAL TENDER PROCLAMATION, 1945, AS AMENDED,
AS FEDERATED LEGISLATION
o, 127 of 1952
COWQUERING LION OF THE TRIBE GF JUDAH
HATLE SETASSIE I
ELECT OF 00D, EMPEROR OF ETHIOPIA

Pursuant to Articls 6, 9 and 11 or Our Constitution, on the
aduuotand ; Ve proclain as follows:

b) A new Section 2 of Scheduls "C* of the said Proclamation
Bo, 76 of 1945, as amended, shall read as followst %i" For a period of
of coming into effect of this Proclamation,
currency (notes and coins) of the East African Cwrency Boad shall
continue to be legal tender in Eritrea, and thereafter shall ceass %o be
legal tender, and shall be neither tendered nor aceepted in settlement
of any comtract, sale, payment, bill, note, instrument, or security for
money or any transactiom relating to money, or involving the payment of,

;
:
:
:
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Noe 21 of 19h2
A PROCLAMATION TO PROVIDE FOR THE ESTABLISHMENT
OF A STATE BANK
CONGUERING LION OF THE TRIEE OF JUDAN
HATLS SELASSIE I
ELLECT,GF GOD, ENPEROR OF BTHIOPIA

WHEREAS Ve rocognise the need %o establish a State Bank in Owr
Empires

HOW THEREFORE WE PROCIAIN AS FOLLOWSte
1, This Proclamation may Pe cited as tho State Bank Proclamation,
2, There shall be established a State Bank which shall be cslled
the State Bank of Ethiopia,
3. The capital of the State Bank of Ethiopia shall be Maria
Theresa dollars, 1,000,000 which shall be provided by Our Minigtry of
lml

Tsshafe Tesas Welds Clorguis
Minister of the Pen
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NEGARIT GAZETA
3rd Year No, 3, 30th November, 1543
General Wotice Ne, 1B of 1943
CHARTER OF THE SPATE BANK OF ETHIOPIA
CONQUERING LION OF THE THIBE OF JUDAH
HATIE SELASSIE I
ELECT OF GOD, EMPEROR OF ETHIOPIA

WHERAS by Our Proclamatiom No, 21 of 1942 there has been
established a State Bank under the name of the STATE BANK OF ETHIOPIA

|
3
5
E
;
:
|

The State Bank of Ethiopia is hereby speclally authorized and emp
1) to buy, hold, sell and exhange any lands, buildings and other
H

real
2) to buy, hold, sell and exchange any personal property;
3) to sue and be sued by the above name in all Our Couwrts,
& !
The Bank shall be the bankers of Our Imperial Govermment and may
undertaies all kinds of banking business,



D=2
III
Without prejudice to the gemerality ef the foregoing power the

Bank may -

1) issue drafis, cheques, letters of credit and travellers
cheques, make payment orders and effect telegraphic tranafers, payable in
Ethiopis and abroad)

2) establish branches end eub-branches as may be requisite and
convenient in Ethiopia and abroadj

3) buy and sell internal traonsfers and foreign exchange and

87

8) grant loans and advnaces and open credite in accoumts owrrent
or otherwise and change interest thereonj

9) act as figcal agents for the Ethioplan or other Governments and
undartake a the issue, negotistions and service of bonds and other securities
for account bhereof}

10) act as eollecting or other agent on behalf of banks, companies
and individualsj

11) in general for its own account or for the account of third
parties undertske all banking, commercial, industrial end agency business
in Ethiopia and elsewhere and participate in the creation and comnstitution
of all financial, commercisl and industrial enterprises of interest te

ii)nﬁutthOnWhonm.
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2) Meetings shall be held at the Registerad Office in Addis
Ababa but in case of emergency may be held at any other place without
limitation,

Bl‘mmmnte:‘lm

Meetings shall be presided over by the President or in his

absence by the Govermor, In the absence of both President and Governor
the Directors present shall elect a Chairman from amongst their rumber,

5) Resolutions shall be taken by vote, and in the case of
equality of votes for and against a motion the presiding member shall have
a casting vote.

6) The proceedings at Board Meetings shall be mimuted and
Minutes eigned by the President or other Director presiding, Extracts
required {rom Himgtes shall be cartified by the President or any tweo

;)holuldtbhkmnhmmhhymmmﬂ
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GENERAL NOTICE NO. 29, of 19kl
INTERPRETATION OF CERTAIN POWERS GRARTED IN
THE CHARTER OF THE STATE BANK OF ETHIOPIA
30th November, 19hk
NEGARIT GAZETA Lth Year No, 3

WHEREAS, by Our Proclamation No, 21 of 1942 there has been established
a State Bank under the name of the State Bank of Ethiopiz with capltal
of Maria Theres § onme million (M,7.8$1,000,00p) fully subseribed by Our
Treasury; and

WHEREAS, by General Notice No, 18 of 1943, entitled "Charter of the State
Bank of Zthiopia,® We have seen fit to grant of Our Especial Grace certain
Imowledge and mers motion Our Imperial Charter for the said State Bank of
Ethioplaj and

WHENEAS, by Articles II and III sub-paragraphs 3, L, 7, 9 and 11 of gaid
Charter the afvre-saild State Bank of Ethiopia has been inwested with full
racts

WHEREAS, We deem 1% desireble that no doubt ar

alsunderstanding
arise as to the extent or application of the aforesaid powers provided
Sor in Articles II and IXI of said Charter;

NOW, THIREFORE, We do heraby proclaim thet the aforesaid powers
umumwwmamuiu,mmmafm

W,Muhihwﬂwm,dmmdaulmmh,
contracte, and obligatiens for loan to or by said State Bank, including
eny and all agreements, contracte and obligations for the furnishing of
umithcoreelhmlferdlnehhnmu, contracta and
obligations and to render all such agreements, contracta and cbligetions
contﬁhﬂorinth.cauofmh,omtnﬁcwobhnﬂmfrm
furnishing of securities or collatersl, duly authoriged by said Board of
Dinatm,bindiuwth.sddﬂhhhkofﬁh&ophmm,
concluded and or ratified before or after the date of the present General

Notice,
Done at Addis Ababa, this 30th day of Nowamber, 19Lk,
Tsahafe Tesas VWeld Culorguis, Minister of the Pen.
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TABIE IX
NOTE FUND RESERVE™
For the Years 1951-1957
(in milliocns of Ethiopian dollars)

Types of Reserves 1951 1952 1953 1954 1955 1956 1957
Gold Bulliom 841 8.7 9.9 9.9 9.5 9.5 9.5
Silver Bullion %3 1.5 25.1 18,3 15k 154 15.6
Foreign Securities 10,9 22.8 15.2 1.8 6.0 =~ -
Foreign Balances 6.6 0.2 0.6 13.7 33.4 17.4 22.3

Ethicplan Governmant _
Total 7505 8102 moa 1-15.? 12603 12903 m.h

'Sourou Report on Economic Conditions and Market Trends
published by the State Bank of Ethicpia.
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PRESIDENT 3

STATE BANK OF ETHIOFIA
BOARD OF DIRECTORS

H. E, Ato Makonnen Habte Wold, Minister of Commerce and
Industry

~ H, B, Balanbaras Maheteme Selassie Wolde Maskal, Minister -

of Finance
H. B. Ato Abebe Retta, Minister of Health

He B, Belatain Geta Tsahafe Tesaz Aklilou Habte Wold, Minister

eof the FPen and First Depuby Prime Minister

H. E. Dejdasmatch Zawoudie Gatre Selassie, Lord Mayor of
Addis Ababa

H, E, Ato Menassiec Iemms, Minister of Mining
Mr. George P. Rea, Governer of the State Bank of Ethiopia

DEVELOPMENT BANK OF ETHIOPIA
BOARD OF DIRECTORS

H. . Balanbaras Maheteme Selassie Wolde Maskal, Minister
of Finance

Ho E. Ato Makonnen Habte Wold, Minister of Commerce and
Industry
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