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Executive Summary 
DFID commissioned an external independent impact evaluation of its flagship private sector 

development programme the Private Enterprise Programme Ethiopia (PEPE). PEPE is composed of 

different components that all have different activities and strategies to catalyse market systems change: 

Ethiopia Investment Climate Programme (EICP), the Ethiopia Competitiveness Facility (ECF) and the 

Enterprise Partners (EP) programme. 

This longitudinal evaluation of this complex market system development programme tests the following 

principal hypothesis: 

If market and government failures affecting the targeted sectors - finance, leather, horticulture, 

textiles – are reduced as a result of PEPE, with its particular focus on green growth and women, 

this will result in the creation of jobs, raising incomes and improvements in financial access. 

As PEPE has reached midterm in full implementation, this report reflects the findings of a 

midterm evaluation exercise.  

Approach 

We employed a mixed-methods theory-based design framed around the overall programme theory of 

change to plausibly attribute job creation. Credibly estimating job creation and the economy-wide effects 

for M4P programmes has been a challenge for PEPE and for M4P programmes more broadly. We did 

this through: 

 An assessment of the quantitative net-effects of service uptake among firms in the PEPE 

programme’s three priority sectors through the implementation and analysis of a midline survey of 

335 firms; 

 A rigorous process of contribution analysis through analysis of firm-level survey data and 

programme monitoring data as well as three comparative case studies to verify PEPE contributory 

role to improving these market systems 

 A model simulation (CGE modelling) to extrapolate the implications of these firm-level changes to 

sector effects on job creation.  

The evaluation team worked closely with PEPE implementers to ensure that all PEPE interventions 

were sufficiently integrated into the evaluation team’s methodology. Following an extensive review of 

EP’s programme data and a series of discussions with EP, we identified three markets where EP 

anticipated impact level change at scale at the mid-term. These formed the basis of three case studies 

(improved labour sourcing and retention in industrial parks, improved cotton seed quality and increased 

finished leather production by tanneries).    

High-level findings  

Results from the firm-level survey were used both to generate the inputs used to model the wider 

employment effects of PEPE as well as understand drivers of change in firm performance, in terms of 

changes to constraints. To estimate changes in firm performance associated with firms receiving PEPE 

support, we used different regressions to analyse the association between the firms receiving support 

and several indicators of performance in each of the sectors. We excluded the horticulture sector as 

programme monitoring data indicated that we would not be able to detect programme impact at this 

stage.  

The main conclusion which can be drawn from the regression analysis is that firms who received EP 

and ECF support at midterm of PEPE have shown a relatively large increase in profits in the last three 

years. These firms were also the relatively larger firms in the sector in terms of revenue. Thus in 
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interpreting these data, it is important not to conflate correlation with causation: association between 

performance indicators and firms who received PEPE support does not prove a causal effect. Indeed, 

this association can be explained as both a result of the support and as a reflection of selection bias; 

e.g., PEPE programme implementers selected better performing firms for their support.  

In order to arrive at a credible estimate of the number of jobs created by PEPE support in the past three 

years, we applied a computable general equilibrium (CGE) approach, based on an existing high-quality 

model of the Ethiopian economy, which allowed us to take systematic account of the direct and indirect 

effects of PEPE support. We used the model to generate a range of possible employment effects by 

estimating changes in two parameters associated with PEPE support:  

1. The employment effect of increased profits in firms associated with PEPE support at midterm; and  
2. The additional labour created in Hawassa Industrial Park. 

Scenarios for changes to the first parameter in the leather sector were based on the results of the firm-

level survey regression analyses. Although the regression analyses yielded no statistically significant 

results for firms in the garment sector who received PEPE support, the evaluation team conducted a 

detailed case study using a process tracing methodology to assess the contribution of EP support to 

changes in the labour market in the Hawassa industrial park. Based on the results of this case study, 

we conducted a second modelling scenario to estimate the overall bounds for plausible employment 

effect associated with this intervention. Overall, this modelling exercise yielded a range of possible 

employment effects from 4,645 to 12,435 jobs created in the past three years associated with PEPE 

support. This includes both direct and indirect jobs. 

Possible employment effects associated with PEPE support in PEPE priority sectors 

Job creation 
categories 

Parameter 1: 
Employment effects of 

increased performance in 
leather sector 

Parameter 2: 
Employment effects of 
labour productivity in 

HIP 

Total Employment effects 
associated with PEPE 

support 

High Low High Low High Low 

Direct job creation         1,117             358             859  
           

343  
        1,976             701  

Indirect job creation         6,918          2,486          3,541  
        

1,458  
      10,459          3,944  

Total         8,035          2,844          4,400  
        

1,801  
      12,435          4,645  

Source: Model simulation based on the "Ethiopia: Input Output Table and Social Accounting Matrix." (Tebekew et 

al. (2015). 

Following the contribution analysis approach, we first developed market ToCs which follow the same 

causal logic and actor-based approach as the overall programme ToC but were specific to the key actor 

groups involved in the three markets where PEPE claimed impact. We then analysed firm-level data 

following each ToC. 

The firm-level survey included detailed analysis of firm responses to changes in production-level 

constraints in the past three years. A total of sixty constraints were organised into five categories: sales 

and supplies, labour, finance, business environment, and infrastructure. This list was developed in 

collaboration with PEPE partners and focused on the specific constraints that PEPE support aimed to 

address. Firms were first asked to think back over the last 3 years, and reflect on how constraints had 

changed for their enterprise. The results suggested that overall PEPE’s influence in changing firm-level 

constraints was relatively low. To more deeply assess the contribution of PEPE support to particular 

changes in constraints within the two sectors used to model the overall employment effects of the 

programme – the leather and garment sectors – we also conducted three in-depth case studies into 

PEPE support, focusing on assessing the contribution of a package of PEPE interventions in addressing 

critical constraints: 
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1. Contribution of PEPE support to firm-level changes to the labour market in the Hawassa 

Industrial Park;  

2. Contribution of PEPE support to changes to the cotton market as an input into textile 

manufacturers; and 

3. Contribution of PEPE support from EP, ECF and IFC to changes in firm-level constraints in the 

leather sector. 

As above, we found a small contribution of PEPE to changes in firm-level constraints in the three studied 

markets. Although PEPE support in some markets has been successful at midterm in facilitating market 

systems changes, these innovations overall have not led yet to changes in firm performance or impact. 

Thus the contribution of PEPE to addressing constraints which led to changes in firm performance is 

limited.  

Based on this overall analysis, the 454 Full-Time Equivalent jobs in the cotton and horticulture 

sectors the programme has supported, the available evidence gathered and generated by this 

evaluation supports a contribution claim of between 5,154 and 7,054 Jobs (full-time labour 

equivalents) attributable to PEPE support at programme midterm. This represents the lower 20% 

of the plausible range of employment effects estimated by the model based on the modelled parameters 

and taking into account the contribution analysis.  

Way forward  

One of the main objectives of this exercise was to test the evaluation design through a practical 

application in order to improve upon its implementation in 2020 and 2024. As with all evaluations, this 

midterm exercise included a number of limitations. We have attempted to capture the main limitations 

in this report and described how we attempted to mitigate them in this evaluation and how we might 

further mitigate them in the future. However, beyond what is provided, the main risk of the evaluation is 

low understanding and buy-in from evaluation stakeholders, particularly the programme. As such, a key 

next step for the evaluation team will be to work closely with the programme to work through these 

areas of limitations and discuss collaboratively how they can be addressed at endline and ex-post in a 

way that will improve the credibility and use of findings. 
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Midterm Evaluation Purpose & Objectives 
The Ethiopian economy has experienced strong and broad-based growth over the past decade, 

approaching double digit growth per year between 2006 and 2015 compared to the regional average of 

around 3% in 20151. To promote this continued growth, the Government of Ethiopia is increasing efforts 

to industrialise the economy through labour intensive light manufacturing investment, to make the 

economy more climate-resilient and prioritising the economic empowerment of women. While 

expansion of services and agricultural sectors accounts for most of the growth in the economy, the 

performance of the manufacturing sector remains below the Sub-Saharan African average.  

Responding to these challenges, the Private Enterprise Programme Ethiopia (PEPE) is a seven year 

multi-sector initiative funded by the UK Department for International Development (DFID) in 2012. PEPE 

aims to bring about poverty reduction through catalysing systemic change in three market systems, 

creating jobs and increasing incomes, with particular emphasis on impact for women and green growth. 

The three market systems are the leather, horticulture and garments sectors of Ethiopia.  

PEPE is composed of different components that all have different activities and strategies to catalyse 

market systems change: Ethiopia Investment Climate Programme (EICP), the Ethiopia 

Competitiveness Facility (ECF) and the Enterprise Partners (EP) programme. Directly or indirectly these 

components aim to improve the competitiveness of the private sector. The EICP works at policy level, 

the ECF provides grants to private sector companies, and the EP programme works with the business 

service providers and on the enabling environment for private sector firms through the M4P approach. 

Also, EP’s finance group interventions work (i) to establish a vibrant investment advisory market for the 

deployment of private capital in Ethiopia and (ii) to tackle the challenge of the lack of access to finance 

among small and medium enterprises within the country. A more detailed description of the PEPE 

programme is included in Annex A.  

DFID commissioned the external independent impact evaluation of PEPE to serve as a longitudinal 

evaluation of this complex market system development programme, designed to run alongside the 

programme and continue for four years after the programme ends. Using a theory-based approach, the 

impact evaluation tests the following principal hypothesis: 

If market and government failures affecting the targeted sectors - finance, leather, horticulture, 

textiles – are reduced as a result of PEPE, with its particular focus on green growth and women, 

this will result in the creation of jobs, raising incomes and improvements in financial access. 

As the programme has reached just over midterm in full implementation, the evaluation team conducted 

a series of evaluative activities to assess PEPE’s progress to date and provide conclusions and 

recommendations for the remainder of the programme. The main exercise was a midterm review which 

was conducted to respond to broader questions around the programme at midterm. The midterm review 

report was submitted as a separate deliverable to DFID. The Terms of Reference are included in Annex 

B. 

This report presents the findings of the midterm evaluation of PEPE. The midterm evaluation was a 

more targeted activity with two specific objectives. The first was to provide a credible estimate of the 

impact of the programme at midterm, in terms of the number of jobs created by PEPE, given challenges 

that the programme has faced to date in reliably reporting on job creation. This is described in more 

detail in the next section and the results of this exercise comprise the majority of this main report.  

The second, and arguably more important objective from a methodological standpoint, was to apply the 

overall evaluation design approach at midterm in order to improve the robustness and effectiveness of 

                                                      
1  World Bank Group: World Development Indicators database. Accessed June 2017: 
[http://databank.worldbank.org/data/Views/Reports/ReportWidgetCustom.aspx?Report_Name=CountryProfile&Id=b450fd57&tb
ar=y&dd=y&inf=n&zm=n&country=ETH] 
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the evaluation approach ahead of endline in 2020 and ex-post in 2024. The challenges in conducting 

robust impact evaluation of complex systems change programmes is well discussed in the evaluation 

literature and the evaluation of PEPE provides a particularly challenging case due to the evaluation 

challenges inherent in the M4P approach, including variations in treatments, in the treated and in time 

to impact.  

As such the evaluation’s revised analysis plan, approved by EQUALS in November 2017, offers a robust 

mixed-methods design applying state-of-the-art analysis to make the best estimate of the plausible 

effect on employment of PEPE support. As this is the first time this design has been implemented, this 

midterm evaluation exercise served as a first application of the design in practice to better identify the 

real-world challenges and limitations which would need to be addressed at endline and ex-post to more 

reliably report on PEPE’s attributable impacts at the direct, indirect and sectoral level. A section on 

limitations to the approach and mitigation strategies is thus included in this report. 

Given the complicated evaluation design and the innovative nature of many of the methodologies used, 

it is equally important that the evaluand and the evaluation commissioner adequately and transparently 

understand the evaluation design, including its limitations and how best to interpret findings. This is 

intended to ensure the buy-in of all evaluation stakeholders in the findings of the evaluation and 

ultimately promote the use of findings for policy and programme decisions. It is also intended to ensure 

that the findings are appropriately used given the limitations and caveats inherent in the approach.  

To attempt to build this understanding and buy-in in the evaluation approach, the evaluation team 

conducted a number of engagement activities. This included multiple rounds of comments on the overall 

evaluation design document from both DFID and the programme as well as an independent quality 

assurance review of the robustness of the design by EQUALS. The Evaluation Team also held two 

consultative workshops with EP specifically on the design, one in London and one in Addis. The latter 

workshop was to work collaboratively with the programme to develop the survey instrument used in the 

firm-level surveys. Based on this midterm exercise, the Evaluation Team will continue to work with the 

programme to devise a strategy for better engaging them in the methodology as we prepare for the next 

round of this approach at endline. 

Midterm Evaluation and Midterm Review 

As mentioned above, this midterm evaluation report had two specific objectives as part of a larger 

midterm review of the programme. The full midterm review responded to a wider set of evaluation 

questions following the OECD/DAC criteria and includes more details for instance on the programme’s 
relevance, efficiency, effectiveness, impact and sustainability. This includes discussions of the policy 

context under which the programme is implemented including cross-cutting issues such as gender and 

the environment. It also situates the PEPE intervention in the wider development context of Ethiopia.  

As such, this evaluation aims at estimating the impact of two main aspects of the intervention: the ECF 

component of the programme and the EP programme components which are directly targeting the three 

priority sectors mentioned above: garments, horticulture and leather. The assessment of other results 

for the remainder of the programme components are included in the full midterm review report available 

upon request from DFID. 

Estimating PEPE job creation at Midterm 

At midterm, the programme reported a total of 12,210 jobs in the three priority sectors. Two PEPE 

programme components, EP and ECF, report on jobs through their monitoring systems. This entails 

largely reporting on the ‘number of jobs supported’, which captures the number of jobs created in the 
priority sectors in which PEPE programme components played a role. For instance, ECF reported 

creating 1,233 jobs in the three priority sectors through their support, meaning that the priority sector 

firms which have received ECF support self-reported creating 1,233 jobs attributed to receiving an ECF 

grant.  
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EP reported employment support through three of their interventions in three markets since the 

beginning of the programme. The Hawassa Industrial Park (HIPSTER) intervention in the labour market 

of the garment sector (CTA-08) reported supporting 10,523 permanent jobs among firms operating in 

the industrial park. The other two interventions (cotton seed multiplication intervention in the cotton 

market of the garment sector (CTA-04) and seedling intervention in the smallholder farmer market in 

the horticulture sector (FAV-06) report FTE jobs calculated from estimates of seasonal labour on 

commercial farms. Thus, if 175 casual labourers work for one day each, EP would report this as ‘1 job 
supported’.2 Table 1 provides a detailed breakdown of reported job support results across a number of 

indicators.  

TABLE 1. PEPE PROGRAMME IMPLEMENTER REPORTED JOB CREATION RESULTS  

PEPE implementers’ reported results on jobs supported through PEPE 
support 

Value 

Total number of formal jobs supported by PEPE in priority sectors 12,210 

Number of formal jobs supported by EP  10,977  

Number of permanent jobs supported by EP (CTA-08) 10,523 

Number of FTE seasonal labour jobs supported by EP: 454 

-  CTA-04 367 

- FAV-06 87 

Number of jobs created by ECF 1,233  

In terms of DFID’s interest in understanding the number of jobs created in Ethiopia due to the PEPE 
programme, relying on programme monitoring data alone has two limitations. The first is around 

attribution. With the exception of the FTE seasonal labour jobs reported by EP (which account for less 

than 4% of jobs reported at midterm), programme reporting reflects all jobs created by the supported 

firms, for example all jobs created in the Hawassa Industrial Park (HIP) are reported in CTA-08, and all 

jobs created by firms receiving ECF grants.  

In cases where it can be shown that the support was essential for these jobs to be realised, a full 

attribution to PEPE is a reasonable strategy. However, when this is not the case, and it is reasonable 

to assume that the firms would have created a share of the jobs in the absence of PEPE support, an 

alternative attribution strategy is required. In the majority of interventions, PEPE support is only one of 

the contributing factors in a constellation of factors that resulted in job creation. Thus an alternative 

attribution strategy was required to credibly estimate the share of total jobs reported through programme 

monitoring data which could be claimed due to PEPE support.  

The second limitation is around appropriately capturing the wider indirect and sectoral effects of PEPE 

support. Relying on programme monitoring data alone only captures the direct impacts on the targeted 

firms in the priority sectors and does not capture the potentially significant indirect effects arising due 

to inter-sectoral linkages and macroeconomic feedback effects. Thus, while the first limitation described 

above means programme monitoring data likely overestimates PEPE’s impact on the directly targeted 
firms, the second limitation suggests that it also likely underestimates the larger impacts in the wider 

economy. 

In that regard, one of the main objectives of the midterm evaluation was to determine a credible estimate 

that robustly reflects this partial impact on targeted firms and the wider impacts in the overall Ethiopian 

economy.  

 

                                                      
2EP has also reported supporting 19,916 jobs (in and outside of the priority sectors) through the technical 
assistance provided as part of the Women’s Enterprise Development Programme (WEDP). This was estimated 
using a model simulation similar to the one used as part of this evaluation.  
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Summary of midterm evaluation design 

To achieve this objective, we employed a theory-based design approach framed around the overall 

programme theory of change, which uses an actor-based behavioural change framework for articulating 

the causal impact pathways for PEPE’s different programme components. A more detailed description 

of the programme theory of change is included in Annex C.  Following this theory-based approach, we 

employed a core mix of methods as part of this midterm evaluation: 

 Assessment of the quantitative net-effects of service uptake among firms in these three sectors 

through the implementation and analysis of a midline survey of firms in the priority sectors;3 

 A rigorous process of contribution analysis through analysis of firm-level survey data and 

programme monitoring data as well as the development of three comparative case studies to verify 

PEPE contribution to the development of these services; and  

 A model simulation (CGE modelling) to extrapolate the implications of these firm-level changes to 

sector effects on job creation.  

We then used Contribution Analysis as the overarching framework to develop a credible estimate of the 

total number of jobs created by the programme at midterm. The evaluation team worked closely with 

PEPE implementers to ensure that all PEPE interventions were sufficiently integrated into the evaluation 

team’s methodology. The overall approach and findings are described in the following sections of this 

report. The core of methods mapped to the programme theory of change are presented in Figure 1.  

 

FIGURE 1. MIXED METHODS MAPPED TO PEPE THEORY OF CHANGE 

                                                      
3 Detailed methods on the firm-level survey design and implementation are detailed in the evaluation 
baseline report available upon request 
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Overall findings 

Did priority sector firms associated with PEPE support 

improve performance?  

We begin by presenting findings around the degree to which PEPE support was associated with 

increased firm performance. This is for two main reasons. First, from a programme perspective this is 

a critical causal step for the theory of change to hold true, as changes in performance among priority 

sector firms are the necessary step leading to job creation. From an evaluation perspective, this is also 

the step in the theory of change where we can directly measure change through the firm-level survey. 

Results from the firm-level survey are used both to generate the inputs used to model the wider 

employment effects of PEPE as well as understand drivers of change in firm performance, in terms of 

changes to constraints. 

The most robust approach to measuring this change is by analysing at least two measurements on 

firms’ performance in a representative sample of supported and unsupported firms (panel approach). 

Indeed, this was the purpose of conducting a baseline firm survey in 2015 to serve as the evaluative 

baseline for midline now in 2018, endline in 2020 and ex-post in 2024.  Use of the performance-related 

data generated from the baseline survey however proved challenging for the purposes of econometric 

analysis. The evaluation team had anticipated some challenges with the usefulness of the baseline 

data, as documented in the baseline survey report, and thus incorporated a number of alternative 

approaches to measuring changes in performance over the past three years in this midline survey to 

mitigate against this risk. As such, the evaluation team decided to limit analysis to the midline survey, 

using a combination of performance variables in regression analysis. An expanded reflection on this 

and its implications for the remainder of the evaluation is included in the conclusions section. 

Through this approach, the evaluation team estimated a positive change in firm performance 

associated with PEPE support. This estimate involved reviewing the evidence generated through a 

number of specifications and robustness tests in order to estimate the lower and higher bounds of the 

effects of exposure to PEPE as predictors in a regression on performance indicators as dependent 

variables. The detailed approach and findings are presented in the remainder of this subsection and a 

number of annexes and appendices (referenced through the text).  

We first used a combination of survey responses and programme monitoring data from PEPE 

programme components to construct four exposure categories for comparison: firms who received 

support facilitated by EP only, firms who received support provided by ECF only, firms who received 

support directly from ECF and facilitated by EP, and firms who received no support. Out of the 335 firms 

in the sample, 40 were identified to be firms who have been reached by EP, accounting for about 12% 

of all firms in the sample. The survey also reported 43 firms (13%) having received an ECF grant. There 

were 13 firms who received both EP and ECF support (4%). The breakdown by exposure category by 

sector is presented in Table 2. 

TABLE 2. FIRM-LEVEL SURVEY SAMPLE BY EXPOSURE CATEGORY 

By Sector 
Total 

Sample 

By exposure category 

No support EP only ECF only EP & ECF Any support 

Leather 89 73% 4% 11% 11% 27% 

Garments 215 81% 9% 9% 1% 19% 

Horticulture 31 84% 13% 3% 0% 16% 

Total 335 79% 8% 9% 4% 21% 

We then analysed the descriptive statistics from the firm-level survey to get a picture of changes in 

performance among firms within these different categories. In the leather sector, almost all survey 
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respondents had both EP and ECF support, while in the garment sector this combination was rare (only 

3 firms with both EP and ECF support). This is likely because EP’s work in the garment sector has 
focused on firms within the Hawassa industrial park (HIP), whereas no firms in HIP received an ECF 

grant. Within horticulture, only five firms were associated with PEPE support. Among these, none 

reported any positive increases in employment over the past three years and only two reported net 

profits. As such, it was not possible to robustly analyse the effects of PEPE support in the horticulture 

sector with such a small sample of PEPE-supported firms. A review of PEPE monitoring data also 

suggested that it was unlikely to detect any PEPE-supported employment effects in this sector. As such 

we excluded the horticulture sector from the remainder of the analysis. The detailed characteristics and 

performance of the overall sample and by exposure category are included in Appendix 1. 

To estimate changes in firm performance associated with firms receiving PEPE support, we used 

different regressions to analyse the association between the firms receiving support and several 

indicators of performance in each of the sectors (see Appendix 2). The coefficients in the regressions 

show measures of association between this exposure variable and different measures of performance. 

In this main report we restrict the analysis related with the change in profits in the past three years, 

which was determined to be, in absence of panel data, the most robust and reliable performance 

measure. Results from these analyses are presented in Tables 3 and 4 below for the Leather and 

Garment sectors, respectively. Appendix 2 includes the full methodology and results of the regression 

analysis, including the different specifications used as robustness tests in this analysis.  

TABLE 3. REGRESSION ANALYSIS OF PEPE SUPPORT ON FIRM-LEVEL PERFORMANCE IN LEATHER 

SECTOR 

 

 (1) (2) (3) (4) (5) 
 

 Percentage 
change in 

profits   

Percentage 
change in 

profits   

Percentage 
change in 

profits  

Percentage 
change in 

profits   

Percentage 
change in 

profits   

EP -23.168** 9.670 -20.044   

 (9.055) (13.917) (11.935)   

ECF -20.998*** -12.421**  -19.766***  

 (2.589) (5.643)  (2.546)  

EP and ECF 49.073***  33.642** 25.768**  

 (11.814)  (13.505) (11.442)  

EP or ECF 
    

-12.357***      
(3.445) 

Region FE Yes Yes Yes Yes Yes 

Town FE Yes Yes Yes Yes Yes 

Firm controls Yes Yes Yes Yes Yes 

Observations 83 83 83 83 83 

R-squared 0.44 0.41 0.42 0.43 0.41 

 Mean dependent 
variable 

1.92 1.92 1.92 1.92 1.92 

* p<0.10, ** p<0.05, *** p<0.01. Robust standard errors in parentheses, clustered at the town level. 
a Increase= 1, No change= 0, Decrease= -1 
b Estimates based on midpoints of nine ordinal categories, and covering a change over three years 

In the Leather sector, firms who received both EP and ECF support were associated with an average 

49% higher increase in profits over three years within the first specification. Considering the confidence 

interval, this means a yearly effect between 8 and 25 percent. Firms who received only EP or ECF 

support were associated with an average decrease in profits between 0 and 13% per year. The analysis 

in Appendix 2 finds that firms who received ECF support only were relatively big both in terms of sales 

and absolute profit levels; while the firms who received EP support only were smaller. Therefore, the 

regression controls for these characteristics as covariates (firms’ controls). 
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TABLE 4. REGRESSION ANALYSIS OF PEPE SUPPORT ON FIRM-LEVEL PERFORMANCE IN GARMENT 

SECTOR 

 (1) (2) (3) (4) (5) 
 

 Percentage 
change in 

profits   

Percentage 
change in 

profits   

Percentage 
change in 

profits  

Percentage 
change in 

profits   

Percentage 
change in 

profits   

EP -10.319 -3.187 -9.335   

 (7.132) (7.141) (6.561)   

ECF -7.228 -2.258  -6.002  

 (8.390) (7.824)  (8.104)  

EP and ECF 31.768***  26.366*** 22.111***  

 (8.447)  (5.175) (3.446)  

EP or ECF 
    

-6.762      
(7.328) 

Region FE Yes Yes Yes Yes Yes 

Town FE Yes Yes Yes Yes Yes 

Firm controls Yes Yes Yes Yes Yes 

Observations 202 202 202 202 202 

R-squared 0.22 0.21 0.22 0.22 0.22 

 Mean dependent 
variable 

7.73 7.73 7.73 7.73 7.73 

* p<0.10, ** p<0.05, *** p<0.01. Robust standard errors in parentheses, clustered at the town level. 
a Increase= 1, No change= 0, Decrease= -1 
b Estimates based on midpoints of nine ordinal categories, and covering a change over three years  

In the Garment sector, firms who received both EP and ECF support were associated with an average 

of 32% higher increase in profits over three years in the first specification. Considering the confidence 

interval, this means a yearly effect between 5 and 16 percent. However, this is based on the information 

of only three firms. There were no significant effects on the performance indicators associated with firms 

receiving EP and ECF only support. ECF supported firms in the garments sector were smaller than 

average when looking at their absolute level of sales.  

The main conclusion which can be drawn from this analysis is that firms who received EP and ECF 

support at midterm of PEPE have shown a relatively large increase in profits in the last three years. 

These firms were also the relatively larger firms in the sector in terms of revenue. Thus in interpreting 

these data, it is important not to conflate correlation with causation: association between performance 

indicators and firms who received PEPE support does not prove a causal effect. Indeed, this association 

can be explained as both a result of the support and as a reflection of selection bias; e.g., PEPE 

programme implementers selected better performing firms for their support.  

Nonetheless, this analysis provided useful inputs which were used to model the total possible 

employment effects associated with PEPE support as well as the starting point for analysing the 

contribution of PEPE support to these changes in performance among PEPE-supported firms. These 

are both presented in the following two sections. 

What were the possible employment effects associated 

with firms receiving PEPE support in the priority sectors? 

In order to arrive at a credible estimate of the number of jobs created by PEPE support in the past three 

years, we then needed to generate a reasonable approximation of the real effects of PEPE support 

within the Ethiopian economy. To do this, we applied a computable general equilibrium (CGE) 

approach, based on an existing high-quality model of the Ethiopian economy, which allowed us to take 

systematic account of the direct and indirect effects of PEPE support. We used the model to generate 
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a range of possible employment effects by estimating changes in two parameters associated with PEPE 

support:  

1. The employment effect of increased profits in firms associated with PEPE support at midterm; 
and  

2. The additional labour created in Hawassa Industrial Park. 

Scenarios for changes to the first parameter were based on the results of the firm-level survey 

regression analyses described above. As presented in the previous section, the regression analyses of 

the firm-level survey estimated a positive increase in profits associated with firms receiving ECF and 

EP support in the leather sector. Results were not significant for firms associated with EP or ECF 

support only. Results from the regression analysis in the garment sector were statistically significant for 

firms associated with EP and ECF support, however this only represented three firms. Results were not 

statistically significant for firms associated with EP or ECF support only.  

As such, within the modelling scenarios for changes in the first parameter we modelled the potential 

employment effects associated with the increased performance of firms who received EP and ECF 

support in the leather sector. As these were the only firms who demonstrated statistically significant 

changes in performance associated with PEPE support, this set the overall bounds for plausible 

employment effects of PEPE associated with increased firm performance. The model estimated a range 

of possible employment effects from 2,844 to 8,035 jobs created in the past three years in the leather 

sector associated with firms who received PEPE support.  

Although the regression analyses yielded no statistically significant results for firms in the garment 

sector who received PEPE support, the evaluation team conducted a detailed case study using a 

process tracing methodology to assess the contribution of EP support to changes in the labour market 

in the Hawassa industrial park. Based on the results of this case study, we conducted a second 

modelling scenario to estimate the overall bounds for plausible employment effect associated with the 

HIPSTER intervention (CTA-08). The detailed results of the case study are reported in the next section. 

The model estimated a range of possible employment effects from 1,801 to 4,400 jobs created in the 

past three years associated with EP support to firms in the industrial park.  

Overall, this modelling exercise yielded a range of possible employment effects from 4,645 to 
12,435 jobs created in the past three years associated with PEPE support (Table 5). This includes 
both direct and indirect jobs as well as eventual substitution and multiplier effects. The full methodology 
for the modelling exercise is included in Annex D. 

TABLE 5. POSSIBLE EMPLOYMENT EFFECTS ASSOCIATED WITH PEPE SUPPORT IN PEPE PRIORITY 

SECTORS 

Job creation 
categories 

Parameter 1: 
Employment effects of 

increased performance in 
leather sector 

Parameter 2: 
Employment effects 
of labour productivity 

in HIP 

Total Employment effects 
associated with PEPE support 

High Low High Low High Low 

Direct job creation         1,117             358  
           

859  
           

343  
        1,976             701  

Indirect job creation         6,918          2,486  
        

3,541  
        

1,458  
      10,459          3,944  

Total         8,035          2,844  
        

4,400  
        

1,801  
      12,435          4,645  

Source: Model simulation based on the "Ethiopia: Input Output Table and Social Accounting Matrix." (Tebekew et 

al. (2015). 
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What was the contribution to changes in firm-level 

performance among firms who received PEPE support? 

The CGE modelling exercise estimated the total possible employment effects based on changes to 

increased performance among firms associated with PEPE support. As described above, the results of 

the regression analyses represent correlation not causation. Although firms at midterm who received 

PEPE support are associated with higher profits in the past three years, it is necessary to assess the 

contribution of PEPE to these changes in performance to arrive at a credible estimate of the 

employment effects of PEPE at midterm based on the total plausible bounds estimated by the model.  

Following the theory of change, PEPE support is intended to reach priority sector firms with new goods 

or services, either directly delivered by PEPE implementers (e.g., ECF grants) or facilitated by PEPE 

implementers in a sustainable manner (e.g., new innovative business models introduced or new 

regulations or policy reforms facilitated through EP support). These goods and services are intended to 

address the critical constraints that firms face to increasing their performance. By addressing these 

critical constraints, firms then improve their business practices and performance. 

Thus, to assess the contribution of PEPE support to these changes in performance among firms who 

received PEPE support, following the theory of change, we assessed the contribution of PEPE support 

to changes in firm-level constraints. In order to conduct this analysis, we relied on two major data 

sources: 

 Constraints analysis and contribution scores analysed from firm-level survey 

 Detailed contribution analysis case studies of packages of PEPE support  

After this contribution analysis exercise, the evaluation assessed a small contribution of PEPE 

to changes in the firm-level constraints which led to changes in firm performance at midterm. 

Evidence suggests that although PEPE implementers are reaching some priority sector firms with 

innovations and other support that targets constraints to growth, the reach of this support at midterm is 

relatively small and has only benefited a small number of firms in the sector. Some of these innovations 

appeared to be targeting critical constraints, while others were important but perhaps not the most 

critical constraints to lead to improved performance. Nonetheless, many constraints have changed over 

the past three years for some firms in the country, leading to the increased performance as measured 

through the firm-level survey. This section presents our assessment of the contribution of PEPE to 

performance-level changes among supported firms at midterm. 

Overall assessment of PEPE contribution to changes in 

constraints 

The firm-level survey included detailed analysis of firms’ responses to changes in production-level 

constraints in the past three years. A total of sixty constraints were organised into five categories: sales 

and supplies, labour, finance, business environment, and infrastructure. This list was developed in 

collaboration with PEPE partners and focused on the specific constraints that PEPE support aimed to 

address. Firms were first asked to think back over the last 3 years, and reflect on how constraints had 

changed for their enterprise.  

For each constraint, we first analysed the percentage of firms who agreed or disagreed that a constraint 

had changed. An example of these findings for one set of constraints among firms in the leather sector 

reporting on changes to constraints around sales and supplies is provided in Figure 2 below to offer a 

sample of the type of analysis conducted. Specific results from this constraints database were 

integrated into the comparative case studies presented later in this report. This detailed database also 

provides a rich source of data that can be analysed in conjunction with programme implementers in the 

future (See conclusions and implications section). The detailed results are included in Appendix 3. 
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FIGURE 2. EXAMPLE OF CONSTRAINTS ANALYSIS FOR CONSTRAINTS AROUND SALES AND SUPPLIES FOR 

FIRMS IN THE LEATHER SECTOR  

Overall, results were mixed by sector and by types of constraints in terms of which constraints were 

important and which constraints had improved over time making sense-making from such a vast amount 

of data challenging. To address this, we conducted further statistical analysis on this database in order 

to identify the degree to which PEPE support influenced particular changes to particular constraints.  

To do this, we created a ‘Contribution Score’ for each constraint - a construct that estimates the 

contribution of PEPE support to a change in a constraint. We did this by asking firms to assess the 

influence of PEPE support to the improvements in these constraints based on a pre-populated list of 

PEPE service providers developed in close collaboration with PEPE implementers. Based on their 

responses to two questions within this constraints table, a contribution score was constructed to assess 

the relative influence of PEPE in addressing that constraint (Table 6).  

Thus, based on the degree to which a firm reported that a constraint had improved over the past three 

years and the influence of PEPE support, a score of 1-6 was provided. Where a firm did not report an 

improvement in the constraint and/or no influence of PEPE, no score was provided. Thus in 

interpretation, a contribution score generally below 50% means a relatively small influence to a change. 

TABLE 6. CONSTRUCTION OF CONTRIBUTION SCORES  

 

 

What was the influence of PEPE service providers to 
this change?  

  Very Much Moderately Slightly Not at all 

Has the 
constraint 

improved in 
the past 

three 
years?  

Situation has much improved 6=100% 4=66% 2=33% 0 

Somewhat improved 5=83% 3=50% 1=16% 0 

Not changed 0 0 0 0 

Somewhat deteriorated 0 0 0 0 

Much deteriorated 0 0 0 0 

An example of the contribution score for the same constraints in the leather sector is presented in Figure 

3 below as an example of this analysis. The detailed contribution scores for each sector and set of 

constraints is included in Appendix 3 with the other data on constraints by sector.  
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FIGURE 3. EXAMPLE OF CONTRIBUTION SCORES AMONG FIRMS IN THE LEATHER SECTOR IN TERMS OF 

PEPE’S INFLUENCE TO ADDRESSING CONSTRAINTS TO SALES AND SUPPLIES IN THE PAST THREE YEARS  

Descriptively, we found that contribution scores were generally quite low, with relatively few contribution 

scores registering at 50% or more, suggesting a relatively small contribution of PEPE support to 

changes in these constraints. In order to more robustly assess this, we then tested the correlation 

between an overall factor that summarises (part of) these contribution scores and the firms’ increased 

performance. We conducted a factor analysis to cluster constraints where PEPE support was 

associated with improvements. Thirty-eight firms could be included in this analysis. The results of the 

regression (Appendix 4) show that firms that report a high influence of PEPE support in changes to their 

firm-level constraints around some specific technical improvements are indeed associated with higher 

profits (Table 7).  

TABLE 7. REGRESSION ANALYSIS OF FACTORS ON CHANGES IN FIRM PROFITS OVER THE LAST THREE 

YEARS 

 Profits change over 
three years 

Min Max 

Factor-based score: Technical efficiency 72.9** 
(25.2) 

21.8 124.0 

Position in value chain Yes     
ECF Yes**   
Region Yes***   

Observations 44   
R-squared 0.29   
F(4,39)=3.99, p<0.01    

* Coefficient significant at p<0.10, ** p<0.05, *** p<0.01. Robust standard errors in parentheses, clustered at the town level; Min 
and Max according to 95% confidence interval; ordinal categories for profit changes converted to scale using midpoints. 

Table 7 shows that the coefficient of the aggregated contribution score is between 21.8 and 124.0; one 

unit of contribution score (that is, the difference between 0% and 100%) is associated with a three-year-

profits within this range. With an average contribution score of 21% this implies that, compared with no 

support (0%), the profits of the supported firms would have increased between 1.5% and 8.7% per year, 

with the highest likelihood to be the in the midpoint of that range (5% profit growth per year). This 

analysis suggested that overall PEPE support made a small contribution to changes in firm-level 

constraints. The contribution scores overall were low across the entire sample. Where the influence of 

PEPE support was recognised however, firms were associated with higher profits, suggesting that the 

support was effective for the small number of firms that reported a PEPE contribution. 
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What was the contribution of selected packages of PEPE 

interventions in targeted markets?   

The results above suggest that overall PEPE’s influence in changing firm-level constraints was relatively 

low. To more deeply assess the contribution of PEPE support to particular changes in constraints within 

the two sectors used to model the overall employment effects of the programme – the leather and 

garment sectors – we also conducted three in-depth case studies into PEPE support, focusing on 

assessing the contribution of a package of PEPE interventions in addressing critical constraints: 

1. Contribution of PEPE support to firm-level changes to the labour market in the Hawassa 

Industrial Park;  

2. Contribution of PEPE support to changes to the cotton market as an input into textile 

manufacturers; and 

3. Contribution of PEPE support from EP, ECF and IFC to changes in firm-level constraints in the 

leather sector. 

As above, we found a small contribution of PEPE to changes in firm-level constraints in the 

three studied markets. Although PEPE support in some markets has been successful at midterm in 

facilitating market systems changes, these innovations overall have not led yet to changes in firm 

performance or impact. Thus the contribution of PEPE to addressing constraints which led to changes 

in firm performance is limited. We present a high-level summary below for each of the three case 

studies. The detailed case studies are included as Annexes E-G of this report, including notes on the 

ratings used in the tables below.  

Contribution to firm-level changes to labour market in the Hawassa Industrial 

Park 

With a population in excess of 100m people and high levels of poverty, Ethiopia’s labour availability 
represents a significant draw to labour-intensive industries such as garment manufacturers. However, 

for many of the high potential industries in the country, the reality has not matched the theory as the 

quality, quantity, and in some cases, the price of labour has not followed projections. 

EP identified several key constraints to improving the price, quality, and quantity of labour in order to 

help the industry realise its potential. These included an information gap in ensuring that workers were 

aware of what jobs were available and what they entailed, informal norms among potential workers 

around their expectations and attitudes to work, and several practical ancillary services such as 

transport and housing which would make it easier for workers to participate. 

The Government of Ethiopia’s (GoE’s) industrialisation strategy dictates that much of the growth 
intended for their target industries will be realised through industrial parks, the most advanced of which 

is in Hawassa. The concentration and location of these industrial parks imply that the labour market 

constraints affecting the industry are exacerbated. The Labour Market Impact Story at midterm 

assesses the contribution of PEPE to overall changes in performance and job creation within the 

Hawassa Industrial Park at midterm. 

EP’s theory of change determines that EP will work with suppliers of sourcing, grading and screen 
services for workers, as well as soft skills training providers. Factories will subsequently see the benefits 

of their interventions having more workers available, and reduced absenteeism and turnover of existing 

workers. This should result in factories being more competitive and growing, creating more jobs. 

The evaluation has focused on validating the claims of EP’s contribution to impact where they are made: 

 Increased availability of labour in Hawassa because of an EP influenced change in sourcing 

strategy; 
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 Increased efficiency of employment through an EP influenced innovation in grading; and 

 Increased retention and reduced absenteeism as a result of EP influenced soft skills training leading 

to increased productivity the creation of jobs. 

Results 

As with the other cases, the contribution analysis considers monitoring data, survey data, and qualitative 

data from process tracing interviews.  

Market system changes 

Sourcing 

EP modified an existing sourcing system through local government with the addition and preferential 

promotion of jobs in Hawassa industrial park to their existing responsibilities. This has certainly 

mobilised some workers from further afield within SNNPR than would otherwise have been the case. 

However, it is not sufficiently meeting the needs of factories.  

Grading 

EP made some contribution to the introduction of a grading system run through ETIDI, dividing 

applicants into different capability categories according to their skillsets. Evidence on the impact of the 

grading system is mixed. 

Soft-skills training 

EP’s most significant influence has been in integrating soft skills training in the Hawassa labour system. 
Evidence demonstrates that the effectiveness of the training is low. 

Claim Veracity of statement EP Contribution 

Sourcing is more effective Low Small 

Grading is more effective High Small 

Soft-skills training is more effective Low High 

Performance changes 

EP’s soft-skills work is a crucial component of their theory of change towards job creation through 

improved performance of firms. The evidence here suggests that, in its current form, contribution to job 

creation through soft skills training has been modest. 

Claim Veracity of the statement 

EP’s soft skills training improves retention and reduces 
absenteeism 

Low 

Impact changes 

Based on the available evidence, it is reasonable to assume that EP’s work contributes an additional 4-

10% of the total jobs in Hawassa industrial park or, 400-1,000 FTE jobs out of the total jobs created in 

the industrial park. 
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Contribution to changes to the cotton market as an input into textile 

manufacturers  

Ethiopia has a potential competitive advantage in the international garments market when compared 

with other producers, one facet of which is the potential for an integrated value chain. Ethiopia has a 

tradition of cotton production and a number of agroclimatic zones ideally suited to high-quality cotton 

growth. 

EP’s strategy for the garments industry recognised that in order to realise this vision of an integrated 
value chain, the quality and quantity of cotton produced had to increase. In doing so, it would be possible 

to make the garments industry more competitive by reducing the cost of production, ultimately creating 

jobs whilst simultaneously increasing incomes for those involved in the production of cotton. 

EP’s analysis recognised several constraints to improving the quality and quantity of cotton. The most 
critical constraint to improving the cotton production system is the availability of inputs and, within that, 

the quality and quantity of seed available to growers. As the most established of EP’s interventions, the 
cotton impact story at mid-term assesses the contribution of PEPE to improved performance of the 

cotton market system, realised in terms of profitability and production. 

EP’s theory of change determines that EP will work with the government’s Agricultural Research Centre 
(ARC) to avail higher quality cotton seed to the market for multiplication, certification, and sale. This 

seed is then available to the market where it will produce higher yields and achieve higher prices. In the 

multiplication of seed, in the growing of improved and higher value cotton, and in the downstream textile 

and garment factories that have grown as a result, it is anticipated that this package of intervention 

would create jobs and increase incomes.  

The evaluation has focused on validating the claims of EP’s contribution to impact where they are made. 
In cotton that is: 

 Improved availability of basic quality seeds from ARC 

 Improved capacity for basic seed multiplication and handling 

 Increased use of improved cotton seed by smallholder farmers 

 Increased use of improved cotton seed by commercial farmers 

 Increased production of cotton and profitability of cotton farming from using improve cottonseed. 

Results 

As with the other cases, the contribution analysis considers monitoring data, survey data, and qualitative 

data from process tracing interviews.  

Market system changes 

Availability of improved seed 

EP helped an existing public research centre to take on a new role, or at least reprioritise its functions 

so that it was more effective in providing breeder seed to the market. 

Multiplication and handling capacity of improved seed 

EP worked with smallholder farmers, commercial farmers and a specialised seed company to multiply 

the breeder seed. Especially, the work with the specialised company was successful; the multiplication 

by smallholders, which was successful at pilot stage, proved unsuccessful at scale. 

Use of improved seed by smallholder farmers 
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Evidence indicates that use of improved seeds by smallholder farmers remains very low, and EP’s work 
in increasing the volume of seed available on the market has done little to change this. 

Use of improved seed by commercial farmers 

Larger commercial farms continue to use their own varieties of improved seed. Many of the commercial 

farms that intended to act as seed multipliers used the seed on their own farms rather selling the seed. 

The user tracking study reports that of the 1,490.5 Quintals (QT) of Improved Planting Seed (IPS) 

processed, 439 QT were used on the farm of the multiplier, and 1,006 QT were sold to 29 commercial 

farms. Nevertheless, this amount is low and less than 10% of EP’s projection. 

Claim Veracity of statement EP Contribution 

Improved seeds are more readily available High High 

Multiplication and handling of seeds has 
improved 

High High 

Use of improved seed by smallholder farmers 
has increased 

Low Low 

Use of improved seed by commercial farmers 
has increased 

Low Medium 

Performance changes 

EP’s cotton work has a dual theory of change in both creating jobs through allowing growth in the 
garments industry, and directly increasing incomes and on-farm employment through the increased 

profitability of higher yielding, better quality cotton. Productivity gives an indication as to whether the 

former will be achieved, while profitability can give an indication on the latter. 

Productivity evidence is positive but somewhat mixed. Some strong evidence of improved production 

is available. However, EP’s own monitoring data shows that in the last agricultural cycle the potential 
productivity was not realised due to other contextual factors. 

Profitability is limited by a market that doesn’t, by and large, differentiate on quality. However, some 

indications are given that this may start changing. 

Claim Veracity of the statement Strength of 
evidence 

Productivity of cotton has improved Medium Medium 

Profitability of cotton production has 
improved 

Low Low 

Impact changes 

Based on the available evidence, it is reasonable to assume that EP’s impact on jobs and incomes 
through their work on cottonseed multiplication remains still insignificant. 
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Contribution to changes in the tanning market within the leather sector 

Among the tanneries in the country, EP support aimed at improving tannery finishing capacity by 

supporting chemical companies and tanners. EP’s support to pilot chemical companies and tanners 
was expected to lead to: increased and sustained availability of chemicals and raw hides and skins 

(RHS); access and use of chrome-free chemicals; and technical support in correctly applying the 

chemicals. Should these assumptions hold, then the quantity and quality of finished hides and skins 

would improve, and tanneries would improve their capacity and business model to produce finished 

leather based on demand.  

IFC/EICP aimed to bring about changes to the overall business enabling environment by supporting 

key GoE counterparts to enact pro-business regulations. These regulatory reforms were intended to 

address business-level constraints to growth. The ECF interventions were intended to address 

constraints to export-led growth in the sector. Matching grants provided to firms were intended to assist 

firms in overcoming some of their internal obstacles to export-led growth, such as improving technical 

know-how on production and marketing, and improving access to critical equipment for exporting. This 

support was intended to allow the firms to improve their production and marketing practices.  

This combined support aimed to increase domestic and export sales of finished leather among 

tanneries, leading to job creation within tanneries and improving access of quality inputs to leather 

goods manufacturers. The evaluation has focused on validating the claims of PEPE contribution to 

impact where they are made. In the tanning sector that is: 

 New innovations are introduced in terms of accessing chemicals and technical know-how on 

finishing leather  

 New innovations are introduced in terms of access to credit to improve RHS supply 

 ECF provides necessary support to tanneries to address critical constraints 

 EICP addresses business-level enabling environment constraints 

Results 

As with the other cases, the contribution analysis considers monitoring data, survey data, and qualitative 

data from process tracing interviews.  

Market system changes 

Evidence suggests that EP’s contribution was significant to the initiation of two innovative business 
models in the sector in terms of improving finishing capacity as well as accessing credit for RHS 

financing. There was evidence that some of the tanneries participating in the pilots of these two 

interventions successfully took up these innovations in the system however this was not a significant 

number of tanneries in the sector. EP played a significant contributory role in chemical suppliers 

providing support to finished leather processes and working with tanneries in the country around 

chrome-free leather tanning processes. However the fact that only three (out of 10 piloted tanneries) 

were successfully involved in the intervention is a concern for scale-up and realisation of the theory of 

change.  

In terms of a new innovation around accessing RHS, EP played a significant contributory role in the 

Ethiopian Industrial Inputs Development Enterprise (EIIDE) developing this new business model which 

has now “become our day to day business”. However, given that some tanneries have yet to repay the 
initial credit and they are struggling to purchase additional raw hides, it does not seem that this 

innovative business model at present will be a replicable innovation in the system to address issues 

with accessing RHS supply among tanneries. 

ECF matched funding was provided to a total of 12 tanneries in the country, however the majority of 

funds (76%) was disbursed to five of the larger and higher performing tanneries in the country. This 
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support was used in three main areas: hiring industry experts, purchasing critical equipment and 

obtaining ISO certifications. EICP support to improve the enabling environment reached all tanneries in 

the sector. 

Of the 13 tanneries that ECF signed agreements with, ECF activities provided some funding to a select 

number of tanneries who used ECF resources to conduct a limited number of activities, including hiring 

experts, purchasing critical equipment, and meeting with international buyers. A number of factors 

mitigated against this support being used by a larger proportion of the sector.  

Claim Veracity of statement PEPE Contribution 

Innovations in chemicals sustainably 
procured by suppliers 

High High 

Innovation to improve access to RHS supply 
High 

High 

ECF support reaches tanneries Medium High 

Performance changes 

Although there was a strong contribution claim of EP’s support leading to new innovations in the sector, 
the two main innovations around improved market linkages between chemical suppliers and tanneries 

and improved financing models for RHS supply demonstrated limited uptake among tanneries. Although 

there was positive feedback and satisfaction among the few tanneries who successfully completed the 

pilots, there was little evidence of wider uptake of these innovations within the sector. This suggests 

that the few tanneries that successfully finished the pilot may be different to those who did not in terms 

of their risk profile and appetite for innovation. Indeed some interviews conducted as part of the MTR 

with tanneries who participated in EP interventions implied this. 

Moreover, the limited success of both pilots provides limited evidence for the continued sustainability 

of these innovations. Without the continuation of these innovations and the continued uptake of 

tanneries of these innovations, there is not strong evidence that these innovations will continue, and 

thus address these critical constraints in a sustainable manner. This is a similar picture for ECF support, 

where the majority of funds were used by five tanneries who are relatively larger and healthier than 

those who were not able to fully access ECF support for a number of reasons cited above, including 

their ability to access the working capital needed to match funds.  

In terms of the enabling environment, there was strong evidence of PEPE’s support to improvements 

here through the EICP which has significantly contributed to a number of regulatory reforms in the area 

of business regulations and trade logistics. These were favourably rated by tanneries taking part in the 

midline survey.  

Claim Veracity of the statement Strength of 
evidence 

Tanneries take up new innovations 
facilitated by EP 

Low High 

Tanneries address critical constraints 
through ECF support 

Low Medium 

Tanneries experience more enabling 
business environment 

High High 

Impact changes 

Based on the available evidence, it is reasonable to assume that PEPE’s impact on improvements in 
firm performance and job creation within the tannery sector is small. Few tanneries benefited from the 

support, and those that did tended to be the larger and healthier tanneries. There is limited evidence 

that these innovations and improvements were also the most critical constraints to performance 

improvements for these tanneries. 



 

21 

 

 

Conclusions 

04 



 

21 

 

Conclusions 

What’s our contribution claim at midterm? 

Based on this overall analysis presented in this report, the available evidence gathered and 

generated by this evaluation supports a contribution claim of between 4,700 and 6,600 Jobs 

(full-time labour equivalents) attributable to PEPE support at programme midterm. This 

represents the lower 20% of the plausible range of employment effects estimated by the model based 

on the modelled parameters and taking into account the contribution analysis.  

Thus adding these estimates to the 454 FTE jobs in the cotton and horticulture sectors the programme 

has supported, this brings the overall plausible job creation estimate to between 5,154 and 7,054 jobs 

attributable to PEPE support at midterm. 

The first section of this report reported on overall performance changes in the priority sectors associated 

with PEPE support, indicating positive changes in the firms in the leather and garments sectors who 

have received PEPE support. These results were used to conduct a model of the possible employment 

effects associated with PEPE support, specifically within the leather and garment sectors. The model 

indicated that the possible direct and indirect jobs associated with PEPE support at midterm was in the 

range of 4,645 to 12,435 jobs created in the past three years. 

The overall and more detailed analysis of changes in firm-level constraints assessed an overall small 

contribution of PEPE to these changes in constraints. Evidence from the contribution scores in the firm-

level survey as well as the detailed contribution analysis conducted as part of three comparative case 

studies all indicated a relatively small contribution of PEPE support to overall changes in constraints. 

As such, we estimated that a credible estimate of job creation at midterm attributed to PEPE support is 

around the lower 20% bounds of the model.  

Disaggregated employment effects 

One limitation of this evaluation at midterm is that it did not include analysis which would allow the 

reporting of PEPE’s contribution to employment effects against some key cross-cutting and poverty-

reduction issues. These include employment effects disaggregated by sex and social inclusion 

categories, “green jobs”, job quality (e.g., “better jobs” or “decent jobs”) and regional effects. 

Looking at the current trends in the industries where PEPE contributed to job creation, one could 

subjectively infer some trends. For instance, as nearly all unskilled labour employed in the garments 

sector are women one may infer that all direct jobs in this sector would be for women. Equally, as the 

majority of garment sector growth at midterm was concentrated in the Hawassa Industrial Park region, 

one may infer that these jobs largely benefited those living in SNNPR. Or the fact that many of the 

innovations in the leather sector include changing environmental practices among tanneries towards 

more “green” tanning practices one may infer that a substantial proportion of the direct jobs created in 

the leather sector could be considered “green jobs”.  

However we recognise that this analysis does not allow a more quantitative assessment of these trends 

at present. This is a key consideration that will be included in the endline analysis. In addition, the 

evaluation team recognises that additional more qualitative work may need to be included at endline in 

order to better understand job quality of both direct and indirect effects.  
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Other conclusions & implications 

Overall the results of the midterm evaluation confirmed that PEPE is both a complex programme to 

implement as well as to evaluate. From the programme perspective, the results at midterm suggest that 

although PEPE’s theory of change is holding true at the beginning steps of the impact pathways (e.g., 

actors in supporting functions and rules changing practice), the following steps in the pathway in terms 

of firms taking up these innovations, leading to changes in firm-level practice and performance and 

ultimately job creation are lagging behind at midterm. This is consistent with the results of the midterm 

review and the results of previous annual reviews. 

Looking forward to 2020, the programme is now poised to move farther up the theory of change, 

beginning to take some of their initial successful innovations to scale and better targeting critical 

constraints within the targeted sectors. To that end, the constraints database presented at midterm will 

be a strong asset to support this endeavour. 

In terms of programme reporting, the complexity and resources associated with developing these 

attributable job targets at midterm suggest that the programme has taken the right approach in terms 

of focusing on reporting on the outcome level of their Logframe in terms of sales generated and 

investment leveraged and relying on ‘jobs supported’ as a reasonable proxy for the impact level. The 

results of this midterm review however present a useful relationship between the attributable jobs target 

in the Logframe of 45,000 jobs and the reported number of jobs supported.  

From the evaluation perspective, the major challenge the evaluation team faced at midterm was around 

the utility of the baseline dataset for evaluative purposes. This is not to discredit the usefulness of the 

baseline survey. Indeed, it has proved useful for a number of purposes, particularly for designing the 

midline survey. For example, we revised our approach to midline data collection to include a number of 

different measures of performance, including open and categorical questions around absolute values 

and changes in the past three years to profits, revenues, and sales. These results were reported in the 

section above around the overall sample and used in the regression analysis presented below. 

As a programme scoping tool, the programme has used the data to support its programme monitoring 

activities as well as programme design activities through the use of the constraints analysis included 

within. This has been documented in a number of programme annual reviews as well as the midterm 

review. The evaluation team also aims to use baseline and midline data on changes to constraints over 

time to support the programme in better identifying critical constraints within its programme activities. 

This will be used both to validate the critical constraints on which the programme is already working as 

well as to support intervention design on additional constraints which have emerged over time.  

Importantly this will not affect the evaluation’s ability to reliably provide robust estimates of the overall 

impact of PEPE at endline for two main reasons. First, the results of the midline survey have generated 

reliable results at midterm that will be able to serve as evaluative comparisons in 2020 at endline and 

at ex-post in 2024. The main risk to using the midline survey as the first observation in this analysis 

would be the risk of missing out some of the impact created by the programme prior to midline data 

collection. However, as this overall evaluation report concludes, the overall impact of the programme 

at midterm has been relatively small. Thus, given the limited impact at midterm of the programme this 

is not considered a strong risk. In addition, the results of the regression analysis presented below can 

continue to be used as part of the contribution analysis exercises conducted at endline and ex-post.   
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Reflections on the methodology and next steps 

As discussed in the introduction section of this report, one of the main objectives of this exercise was 

to test the evaluation design through a practical application in order to improve upon its implementation 

in 2020 and 2024. As with all evaluations, this midterm exercise included a number of limitations in 

terms of threats to both internal and external validity of findings. We have attempted to capture the main 

threats to validity in the table below and described how we attempted to mitigate them in this evaluation 

and how we might further mitigate them in the future.  

However, beyond what is provided below, the main risk of the evaluation is low understanding and buy-

in from evaluation stakeholders, particularly the programme. As such, a key next step for the evaluation 

team will be to work closely with the programme to work through these areas of limitations and discuss 

collaboratively how they can be addressed at endline and ex-post in a way that will improve the 

credibility and use of findings.  

TABLE 8. EVALUATION THREATS TO VALIDITY AND CURRENT AND FUTURE MITIGATION STRATEGIES 

Contribution analysis: 

Threats to validity Midterm mitigation strategy Endline mitigation 
strategy 

Perceived subjectivity in 
findings by the programme 
and DFID 

We used a number of different 
independent data sources and 
analyses to estimate contributions, 
including cross-sectional with and 
without regressions, the use of 
contribution scores and the interviews 
as part of the process tracing in three 
case studies.  

The endline impact 
regressions will be based 
on panel observations and 
additional cases studies. 
This will allow additional 
econometric controls and 
result in more robust impact 
estimates. 

Lack of iterations of 
contribution stories 

Contribution Analysis works best 
when there is time for iterative 
adaptations of stories. This MTE is the 
review of the evidence and verification 
of the initial contribution story. Based 
on these results the contribution story 
can be refined and adapted. The 
iterative review and verification will be 
repeated in 2020 and 2024. 

Build in more time to work 
collaboratively with the 
programme and DFID to 
refine the theory of change 
in light of the MTE-findings 
to address perceived 
credibility gaps 

Data availability needs for a 
robust contribution analysis 

We worked with the programme to 
develop a database of all programme 
monitoring data to support the CA 
analysis and targeted stakeholder 
interviews to address data gaps 
during the midterm review data 
collection exercise.  

Earlier and better preparation and 
training for the qualitative interview 
team on the nature of the interlinked 
research design required for 
contribution analysis could have 
provided additional data collection 
during the annual reviews and 
strengthened the evidence base.   

More time to work with the 
programme on the specific 
theories of change to see 
how their monitoring system 
could be used to better 
evidence assumptions. 

Clearer interview guides for 
ongoing annual review work 
to facilitate cross-case 
coherence and identify 
needs for in-depth follow-
up. 
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Firm-level survey: 

Threats to validity Midterm mitigation strategy Endline mitigation 
strategy 

The survey design was 
intended to be a census of all 
firms in the three priority 
sectors. However, there were 
significant challenges in 
building the sampling frame 
for this, as no central list 
existed. This induces the risk 
that the sample of 
respondents are not 
representative for the whole 
population of firms targeted 
by EP support. 

We constructed the firm sample 
based on a number of data sources 
including programme records, the 
Ethiopian Revenue and Customs 
Authority database and other 
administrative documents. We also 
conducted a verification exercise of 
calling firms to confirm existence and 
contact information. 

We will apply several 
modalities of matching, 
including two-stage models, 
propensity score matching 
and OLS covariates to 
approximate the ceteris 
paribus condition. 

The survey was designed in 
English and then translated 
into Amharic. Although this 
was back-translated into 
English there is still the 
possibility of translation 
errors which may have 
reduced the understanding of 
respondents on some 
questions. 

To mitigate this, we worked with a 
local survey firm knowledgeable in 
local languages and checked 
particularly technical terms with the 
programme team, our Senior 
Ethiopian Coordinator Paulos 
Desalegn and IDS Fellow Seife Ayele. 

Moving forward, it would be 
worthwhile to conduct a 
number of Amharic reviews 
with the programme in 
revising the instrument 

The survey included a 
number of opinion-based 
questions which may have 
introduced bias in terms of 
who was interviewed. Their 
relative knowledge of the 
firm’s constraints and 
performance might be 
especially introduced recall 
bias, particularly in 
retrospective questions. 

The data collector training and manual 
included explicit instructions on whom 
should be interviewed at each firm as 
well as how to best ask opinion-based 
questions to reduce bias. 

The answer on retrospective 
questions in the endline survey can be 
compared with the answers on the 
present status at midline. 

The panel data will permit a 
comparison of answers for 
the same firm in two (or 
three) moments in time.  

Due to the length of the 
survey it is possible that 
respondents were subject to 
respondent fatigue which 
may have introduced bias. 

A number of reviews were conducted 
to reduce the length of the survey. 
However, it was still fairly long. 

Review findings from 
midterm to further reduce 
questionnaire length. 

Incomplete and low-quality 
data on sensitive questions 
related with performance, 
made it challenging to use an 
appropriate dependent 
variable with sufficient 
observations 

Next to numerical information on 
sales, profits and exports, we 
introduced an ordinal question asking 
for rough estimates of profits. This had 
little non-response rates and proved 
more useful in the analysis. 

Similar ordinal questions 
with estimates of ranges will 
be used for sales and 
exports too. 
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CGE modelling: 

Threats to validity Midterm mitigation strategy Endline mitigation 
strategy 

Sensitivity of results to key 
parameters of the model in 
the absence of conclusive 
country-specific econometric 
evidence 

Simulations have been performed 
under alternative assumptions about 
the elasticity of labour supply 

Solicit expert inputs from 
the Ministry of Labour, ILO 
and EDRI on elasticity of 
labour supply to narrow the 
conceivable spectrum   

Inadequate account of the 
real behaviour of economic 
agents in Ethiopia 

The CGE model has been tested and 
adapted over the course over several 
years with inputs from EDRI   

More time in-built in at the 
endline to discuss, critique 
and refine key assumptions 
in the model  

Reporting on employment 
effects disaggregated by key 
considerations such as 
gender, environment and 
decent work. 

A normative review of the modelled 
results allowed for subjective inference 
as to these disaggregated trends.  

Additional analysis to be 
included of the modelling 
results which would allow 
for more disaggregated 
reporting.  

Process tracing: 

Threats to validity Midterm mitigation strategy Endline mitigation 
strategy 

Due to limited time of the 
team to engage in full 
transcription, a combination 
of note taking, and 
transcription were 
undertaken.  

Interviews were conducted in two-
person teams, with one serving as the 
primary “interviewer” and the other as 
the main note-taker.  

Consider the need for 
recording and transcription 

Selection of respondents 
could have introduced bias in 
terms of availability 

We made an effort to speak with 
multiple stakeholders on each issue to 
avoid this 

Work with programme to 
think through other ways to 
reduce response bias 

Confirmation and recall bias 
in interviews 

Detailed semi-structured interview 
guide which gets at information from 
multiple perspectives and effective use 
of prompts and probes. To 
compensate confirmation bias, the 
MTR explicitly interview stakeholders 
that could have had opinions that could 
challenge findings in the EP reporting 
to DFID. 

More preparation and 
training for the qualitative 
interview team on the 
interview guides and 
strategies for prompting 
and probing. 

Subjectivity of findings We developed a detailed theory of 
change for each case study, including 
an impact pathway and causal link 
assumptions at each step of the 
pathway, with ‘hoop test’ questions to 
test the evidence in order to reduce 
subjectivity and improve credibility of 
the findings. 

Work closer with the 
programme and DFID to 
increase transparency and 
ensure buy-in in the overall 
causal model used and 
thus reduce perceptions of 
subjectivity 
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