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EXECUTIVE  SUMMARY
Introduction

The  current  state  of  the  Ethiopian  mineral  sector  

has  not  yet  developed.

Ethiopia  is  also  endowed  with  a  range  of  industrial  minerals  deposits.

©  Allana  Potash  Afar  Plc.
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Despite  the  fact  that  large  scale  mining  is  still  virtually  non-­existent,  Ethiopia  does  have  the  geological  
potential  for  the  discovery  of  new  and  sizeable  economic  deposits.

Potential  mining  development

Based  on  an  assessment  of  Ethiopia’s  geological  endowment,  the  current  status  of  the  exploration  industry,  
and  general  success  rates  in  exploration  globally,  this  report  presents  three  scenarios  for  future  development  

2024  and  in  an  optimistic  scenario  some  USD  2  million.

Figure  i.  Geological  map  showing  Proterozoic  terrains,  the  oldest  rocks  in  Ethiopia,  in  dark  green,  black  and  grey.  These  areas  
are  prospective  for  a  variety  of  metallic  minerals.
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development  scenarios  for  gold,  copper,  tantalum  and  potash  mining.

2024

Figure  ii.  Estimated  total  sales  revenues  based  on  mining  development  scenarios  for  gold,  copper,  tantalum  and  potash.
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Considerations  for  sector  development  and  sustainability
Ethiopia  aims  to  build  and  develop  an  essentially  new  economic  sector-­-­-­  the  large-­scale  mineral  sector.  The  

a  similarly  long-­term  perspective  is  necessary  when  supporting  and  managing  the  sector.

The  draft  Mining  Policy,  which  is  currently  under  review,  is  comprehensive  in  its  scope  and  provides  a  good  
basis  for  the  future  development  of  the  sector  and  its  contribution  to  wider  sustainable  economic  development.  

important  for  the  orderly  and  successful  development  of  any  mineral  sector.

In  a  mineral  sector  driven  by  the  private  sector,  investments  in  exploration  are  mainly  made  on  the  basis  of  
geological  prospectivity.

The  existence  of  a  modern  and  well-­functioning  Mining  Cadastre  and  Registry  System  and  clear  rules  for  the  
award  of  licenses  are  key  features  for  the  promotion  of  investments  in  the  mining  sector.
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A  clear  legal  framework  is  important  both  to  attract  investors  and  to  facilitate  regulation  of  the  industry.  The  

with  other  institutions  having  rather  weak  knowledge  about,  and  little  involvement  in  mineral  sector  governance  
and  development.

The  regional  states,  following  the  general  organizational  set-­up  of  the  Ethiopian  state,  have  a  governmental  
structure  related  to  mining  that  parallels  the  federal  level  structure.  

The  development  of  local  skills  is  important  for  job  creation  as  well  as  to  attract  investors  and  it  is  possible  
that  the  industry  may  require  between  a  few  hundred  and  possibly  up  to  a  couple  of  thousand  skilled  staff  over  

Ethiopia  has  a  sizeable  ASM  sector  for  gold,  although  its  exact  size  and  characteristics  remain  poorly  
understood.  The  priority  here  is  therefore  to  provide  a  better  understanding  of  the  sector,  and  to  tailor  measures  
that  enable  the  sector  to  be  better  managed  and  controlled.
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Gender  inequalities  are  apparent  in  many  areas  of  the  Ethiopian  mineral  sector,  and  related  education.

Ethiopia  is  a  diverse  country,  with  a  long  and  unique  history  and  with  numerous  cultures  and  languages  
existing  side  by  side.  It  is  also  a  very  rich  country  in  terms  of  biodiversity  and  natural  heritage.

and  royalties.
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direct  result  of  the  paucity  of  sizeable  projects.

In  terms  of  infrastructure,  surface  transport  is  the  most  critical  with  regards  to  supporting  the  realization  
of  Ethiopia’s  minerals  development  potential.
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In  planning  for  future  mining  development,  a  ‘Resource  Corridor’  approach  should  be  considered.  

Summary  of  recommendations

development  of  the  Ethiopian  mining  sector.
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©  Allana  Potash  Afar  Plc.
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1.1.  Background  and  report  structure

1.2.  The  Ethiopian  economy  and  contribution  from  mining

©  Yara  Dallol  BV
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2000

GDP  Indicators

Sectoral  Distribution  of  GDP

Trade  Indicators

Natural  Resource  Rents
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1.3.  Mineral  sector  characteristics  and  development  in  general

Table  1.2.     Common  time  periods  (years)  for  the  different  phases  of  mineral  development  projects.

Access  to  
resources

Monitoring  of  
operations

Collection  
of  taxes  and  
royalties

Revenue  
management,  
allocation

sustainable  
utilization

Non–renewable  
resources

Cross  cutting  issues  (e.g.,  institutional  arrangements,  capacity,  accountability  mechanisms)

Sector  policy,  law  and  basic  regulations,  including  social/environmental  aspects  
Promotion  of  mineral,  petroleum  and  gas  resources
Cadastres  and  mineral  rights  procedures

Regulatory  authority  (approval/monitoring/enforcement)
Monitoring  and  evaluation  of  environmental  and  social  impacts  
Accounting  and  audit  procedures

Revenue  collection

Macroeconomic  framework
Savings  (volatility/future  generations)
Public  investment  decisions

Recommendations  of  environmental  impacts  

Community  development  linkages

Inclusive  &  
Sustainable  

Development

Figure  1.1.    The  Mining  Value  Chain  (source:  World  Bank).
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Figure  1.2.    Variations  in  “metal  price  index”  since  2000  (with  2000  given  an  index  of  100).  Source:  Raw  Materials  Group,  
Stockholm  (2013).
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2.   GEOLOGY,  MINING  AND  EXPLORATION  ACTIVITIES
2.1.  Regional  geology  and  mineral  occurrences

©  PACT  Ethiopia



FINAL  REPORT20

Table  2.1.     Mineral  and  rock  occurrences  in  main  geological  environments  of  Ethiopia.

Geological  terrain Commodity Deposit  types  and  key  areas

Late  Proterozoic  

grey,  green  in  Figure  

Mesozoic  sediments  

Tertiary-­Quaternary  
volcanics  and   Diatomite



STRATEGIC  ASSESSMENT  OF  THE  ETHIOPIAN  MINERAL  SECTOR 21

2.2.  Geological  data  and  information

   Geological  mapping:

   Geochemical  mapping:  

   Airborne  geophysical  surveys:

   Ground  gravity  surveys:

   Mineral  potential  studies:

   Geoscience  data  and  information  management:  

   Promotion  of  the  mineral  sector:

2.3.  Mining  and  mine  prospects  in  Ethiopia  and  the  region

1.    Gold
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2.    Polymetallic  deposits

3.  Potash

4.  Tantalite

5.  Cement  raw  materials

6.  Other  industrial  minerals
Rock  salt

Kaolin,  silica  sand,  soda  ash  quartz  and  feldspar,

7.  Dimension  stone
dimension  stone
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8.  Coal

9.  Gemstones

2.4.  Exploration  activities

Figure  2.2.  Licenses  (mainly  exploration)  issued  in  2005-­2007  (left)  and  in  2010-­2011  (right).
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Table  2.2.     More  or  less  advanced  exploration  projects  in  Ethiopia.  Mineral  reserves  or  resources  (see  footnote,  page  22)  
have  not  as  yet  been  established  in  accordance  with  internationally  recognized  standards  for  any  of  these  
projects,  except  for  Tulu  Kapi.

Licensee  Name License  
Number Mineral  type Exploration  activities
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Amba
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2.5.  Recommendations
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IMPLICATIONS

3.1.  Fundamental  geological,  exploration  and  mining  factors  to  consider

Table  3.1  Comparison  of  prospective  surface  areas  and  gold  production  in  2012.

Country Prospective  surface  area   Gold  production

Ethiopia

©  Yara  Dallol  BV
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3.2.  Proposed  scenarios  

Table  3.2.  Proposed  scenarios  for  mineral  production  over  the  next  20  years.

Conservative

  

  

  

  

  

Probable

due  to  the  
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Possible

  

  

  

  

  

  

  

  

  

  

3.3.  Revenue  and  employment  potential  

gold

Potash,

tantalum

Copper
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Table  3.3.    Estimation  of  economic  impact  (corporate  tax  and  royalties)  and  employment  based  on  development  
scenarios.

2024

Figure  3.1.  Conservative,  possible  and  probable  sales  revenues.
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3.4.  Current  and  projected  economic  linkages  
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Table  3.4  Overview  of  key  industrial  minerals  resources.

Commodity Main  application

Diatomite
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3.5.  Recommendations

Box  1:  Macroeconomic  contributions  of  mining  to  low  and  middle  Income  economies

In  terms  of  Foreign  Direct  Investment  (FDI)  mining  investments  can  in  some  cases  account  for  as  
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Table  3.5.  Macro,  meso  and  micro  policies  to  promote  production  linkages  to  the  resource  sector.
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4.   HUMAN  RESOURCES  AND  EDUCATION

4.1.  Current  employment  and  needs  for  the  future

©  The  Swedish  Geological  AB
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4.2.  Education  and  vocational  training  in  Ethiopia

Higher  education

Table  4.1.     Number  of  students  enrolled  in  university  programs  of  relevance  to  the  mineral  sector  year  
1-­year  4  in  the  academic  year  2011-­2012.

Program Male Female Total

Total
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Table  4.2.     Male,  female  and  percent  female  students  for  each  year  (1-­4)  in  university  programs  of  relevance  to  the  
mineral  sector,  academic  year  2011-­2012.

Year Male Female Total Percent  female

Total

TVET
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4.3.  Recommendations
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5.1.  Stakeholders  and  key  sector  involvement

©  The  Swedish  Geological  AB
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5.2.  Recommendations
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6.   MINERAL  POLICY  AND  LEGISLATION
6.1.  Introduction

6.2.  Ethiopian  mineral  policy

©  Yara  Dallol  BV

Box  2:  Policy  initiatives  for  the  Mining  Sector

Before  the  millennium,  in  depth  discussion  on  how  to  best  develop,  manage  and  control  the  mining  
sector  in  developing  countries  was  almost  solely  discussed  at  the  World  Bank.  The  advice  provided  was  

In  the  1990s,  the  World  Bank  Group  had  become  increasingly  concerned  with  the  need  to  consider  
environmental  and  social  issues  in  mining  sector  development.  In  fact,  severe  criticism  of  some  World  

has  developed  a  comprehensive  set  of  tools  aimed  at  assisting  in  the  proper  development  and  control  of  

Following  the  latest  commodity  price  boom,  a  number  of  new  policy  initiatives  have  been  developed.  In  

suggesting  that  the  mineral  sector  should  be  managed  more  like  the  oil  sector,  including  public  bidding  

are  performed  by  international  mining  companies  that  operate  in  developing  countries.

to  provide  a  path  to  better  integrating  mining  with  development  policies  and  goals  and  to  assist  states  to  

efforts  to  improve  the  capacity  of  nations  to  negotiate  contracts  with  mining  companies.
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6.3.  Mineral  legislation  and  model  mining  agreement
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6.4.  Recommendations
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Box  3:  State  involvement  in  the  mineral  sector

The  last  decade  has  seen  an  increasing  interest,  especially  among  developing  countries,  in  increasing  
state  involvement  in,  and  control  of,  mining  projects.  This  relates  to  a  period  when  commodity  prices  
have  been  high,  and  when  China’s  role  in  world  mining  has  risen  (in  China,  all  mining  is  state  controlled).  
This  period  -­  in  turn  -­  follows  a  prolonged  period  (1980-­2000)  which  saw  wide  spread  privatisation  of  
state  owned  mines,  in  turn,  following  the  collapse  of  the  Soviet  Union  and  the  subsequent  turn  to  market  
based,  liberal  policies  which  saw  a  very  limited  role  for  state  enterprises.  The  period  of  privatisations  
was  also  concurrent  with  a  period  when  metal  prices  were  low,  and  when  minerals  were  deemed  to  
be  of  comparatively  lesser  strategic  importance  (in  contrast  to  oil  and  the  energy  minerals  where  state  
involvement  always  has  been  higher  than  in  the  minerals  sector).  In  line  with  this,  state  control  has  in  
general  been  greater  in  minerals  that  are  deemed  to  have  strategic  importance  (e.g.  iron,  aluminium,  
copper),  compared  to  those  that  are  regarded  as  not  being  strategic  in  this  way  (e.g.  gold).

Throughout  these  historical  trends  and  changes,  state  control  and/or  ownership  in  mining  operations  

well  as  changes  in  policy  direction.  Raw  Materials  Group  (2011)  reports  that  for  a  subset  of  the  most  
important  minerals  and  metals  (bauxite,  Cu,  Au,  Fe,  Pb,  Mn,  Ni,  Sn  and  Zn),  state  control  by  value  was  
at  a  high  of  46%  in  1984,  and  at  a  historical  low  of  22%  in  the  early  parts  of  2000.  Raw  Materials  Group  
(2011)  further  suggests  that  today,  there  is  realisation  that  there  are  no  simple  answers  as  to  whether  
state  control  in  mining  is  good  or  bad.  In  all  cases,  however,  were  there  is  state  control,  the  level  of  
success  is  determined  by  a  number  of  factors,  and  among  those  of  special  importance  are:  the  existence  
of  adequate  management  capacity;  continual  reinvestments  must  be  made;  the  need  of  understanding  
on  part  of  the  owner  (the  state)  of  the  cyclicality,  long-­term  and  risky  nature  of  the  sector;  the  need  to  

In  addition  to  the  possibility  of  full  state  control  or  ownership,  there  is  partial  ownership.  This  is  
especially  prevalent  in  developing  countries,  and  commonly  the  state  in  question  assumes  ownership  
of  some  percentage  (either  through  free  carry  or  through  investing  in  the  project  at  an  early  stage)  of  a  
certain  project.  The  percentage  is  commonly  less  than  10  %.  Advantages  with  this  approach  include  
that  the  state  has  a  good  understanding  of  what  is  happening  within  the  company,  that  capacity  and  
understanding  of  mining  can  be  built  up  within  the  administration,  and  that  dividends  can  be  received  
from  successful  projects.  Disadvantages  include  that  such  a  set  up  may  be  a  substantial  deterrent  to  
private  investors  (especially  in  the  case  of  “free  carry”),  and  that  the  state  becomes  to  a  greater  extent  

The  issue  of  state  control  of  mining  in  Ethiopia  has,  in  part,  followed  international  trends  but  has  more  

the  role  of  the  government  as  the  facilitator,  promoter  and  regulator  of  a  mineral  sector  envision  to  be  
driven  by  private  sector  investment,  the  2010  Mining  Proclamation  envisages  an  entrepreneurial  role  for  
the  Government  in  mining  operations  “that  are  vital  for  the  overall  economic  growth  either  by  itself  or  in  
partnership  with  private  investors”.  The  Ethiopian  Mineral  Development  Share  Company  (EMDSC)  is  the  
state-­owned  enterprise  engaged  in  minerals  exploration  and  exploitation,  primarily  involving  the  Kenticha  
tantalum  mine.  During  2013,  the  Privatization  and  Public  Enterprises  Supervising  Agency  (PPESA)  
invited  prospective  business  partners  to  enter  into  a  Joint  Ventures  to  develop  the  EMDSC1.  Previously,  in  
the  late  1990’s,  the  Lega  Dembi  gold  mine  was  privatized  and  the  government  also  have  had  plans  to  sell  
the  state-­owned  Adola  Gold  Development  Enterprise2,  which  runs  a  small  alluvial  gold  project  in  southern  
Ethiopia,  but  this  plan  has  not  been  realized.  The  state  also  owns  the  Mugher  Cement  Enterprise,  one  of  
the  major  cement  producers  in  Ethiopia.  Recently  a  joint  Ethio-­Chinese  project  has  been  initiated  with  
the  objective  to  undertake  exploration  within  a  very  large  concession  in  southwestern  Ethiopia3.

1   The  Reporter  observed  on  18  August  2013  that  the  EMDSC  is  about  to  go  to  the  privatization  auction  block  in  full  in  2013/14  
after  the  PPESA  cancelled  plans  to  operate  the  company  under  a  joint  venture  deal.

2   Capital,  19  March,  2012.
3   The  Reporter,  28  December,  2013
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7.   INSTITUTIONAL  FRAMEWORK
7.1.  Ministry  of  Mines
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Figure  7.1  `Ministry  of  Mines  organizational  structure.  There  is  a  total  of  287  staff  (of  which  40%  are  women)  compared  to  the  

to  the  staff  structure.  
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Table  7.1.     The  MoM  (not  including  the  GSE)  2012/2013  budget  for  recurrent  costs.

Birr Part  of  total  budget

7.2.  Geological  Survey  of  Ethiopia
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Figure  7.2    Organizational  structure  of  the  Geological  Survey  of  Ethiopia.
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7.3.  Other  institutions



FINAL  REPORT54

7.4.  Recommendations
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8.1.  Fiscal  regulations
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8.2.  Revenue  collection

8.3.  Transparency  initiatives  in  the  extractive  sector  
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8.4.  Recommendations
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Box  4:  Fiscal  equalization  and  the  sharing  of  resource  revenues

Minerals  may  be  either  the  property  of  the  landowner  (as  in  the  case  of  the  United  States)  or,  more  
commonly,  the  state  on  behalf  of  the  people.  A  general  principle  is  that  when  mining  takes  place,  
the  owner  should  be  compensated  for  the  loss  of  the  mineral  asset.  Therefore  royalties  are  seen  as  
compensation  to  the  owner  of  the  minerals.  There  are  few  countries,  such  as  Sweden  and  Mexico,  which  
levy  no  royalties.

The  revenue  generated  from  taxation  and  royalties  from  mining  activity  may  be  allocated  in  different  
ways,  for  example  between  land  owners,  federal,  provincial  and  regional  state  levels.  For  example,  
in  many  countries  (e.g.  Chile,  Sweden,  Tanzania)  mining  related  revenues  enter  the  federal  budget  
and  there  is  thereafter  no  special  treatment  of  these  revenues.  In  contrast,  in  Indonesia,  the  1999  law  
stipulated  that  20%  of  the  royalties  would  go  to  the  central  government,  and  80%  to  the  region.  Within  
the  region,  this  would  be  further  subdivided  between  the  regencies  (64%)  and  the  provincial  government  
(16%).  In  Peru,  while  the  federal  government  collects  the  corporate  income  tax  from  the  mining  sector,  
through  the  state  mechanism,  50%  of  such  tax  collected  is  returned  to  the  sub-­national  government.  
Also  in  Peru,  the  royalty  payments  collected  are  distributed  between  the  district  municipalities  (20%),  the  
regional  government  (15%)  and  the  regional  national  universities  (5%).  In  Ghana,  20%  of  the  royalties  
collected  from  the  mining  sector  are  spent  on  the  regions  where  mining  takes  place.  The  remaining  
money  is  put  into  a  ‘Consolidated  Fund’  for  general  public  expenditures.

In  Australia  and  Canada,  the  federal  state  does  not  impose  any  mining  royalties  (apart  from  the  MMRT  

discretion  of  the  individual  province,  which  can  design  and  collect  its  own  royalty  scheme.  In  Canada,  
provincial  mining  royalties  are  tax  deductible  against  the  federal  corporate  income  tax.

Another  approach  towards  resource  rents  is  to  allow  control  over  the  spending  of  such  revenue  to  the  
local  communities  that  are  directly  affected  by  mining.  For  example,  in  Papua  New  Guinea,  the  scheme  
developed  between  the  mining  company,  central  and  provincial  governments  allows  for  the  indigenous  

as  roads,  education  and  health  facilities.  In  this  country,  a  certain  proportion  of  the  gross  taxable  income  
of  the  mining  project  is  earmarked  for  such  project.
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9.   MINERAL  LICENSING  MANAGEMENT
9.1.  Background

9.2.  Administrative  procedures

Table  9.1.     Types  of  mineral  licenses  issued  in  Ethiopia,  with  reference  to  articles  of  the  2010  Mining  Proclamation.

Type  of  License Scope Duration Conditions

that  could  

For  the  period  
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For  the  period  

For  the  period  

For  the  period  

For  the  period  
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For  the  period  
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Table  9.2.     Comparison  of  costs  of  holding  ground  for  exploration  and  mining  in  Ethiopia  with  some  neighbouring  countries,  
and  selected  mining  nations.  Note  that  these  types  of  comparisons  can  only  be  approximate,  as  no  two  mining  
laws  and  associated  regulations  are  identical,  and  detailed  stipulations  differ  from  country  to  country  (data  from  
Ethiopian  mining  regulations  No.  182/1994,  and  Spatial  Dimension,  2013).

Appr.  USD  
equivalents,   Ethiopia   Botswana   Sweden   Kenya   Tanzania   Zambia   Rwanda   South  

Sudan  

Reconnaissance  
license

Exploration  license

Small-­scale  mining  
license;  precious  
minerals

Small-­scale  mining  
license;  other  
minerals

Large-­scale  mining  
license
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9.3.  Recommendations


