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I defined industrial decentralization as the spread manufacturing employment and 
enterprise management from major cities to medium and small towns. Manufacturing 
industries include chemical, engineering, electronics, textile, metalworking, 
construction, energy, plastic, transport and telecommunication, and food and 
beverage industries. I focused on manufacturing industries owing to their capacity to 
absorb the growing rural and urban surplus labor of the country (see 
GreenRevo_Industrial_policy_Ethiopia.pdf) and for their strategic importance in 
saving foreign exchange and reducing dependency. 
Based on my study on the growth and structure of the Ethiopian urban centers, I 
advocate for a fragmented/segmented systems of manufacturing production relocated 
in medium and small towns. I have two complementary argument points in favor of 
decentralization of manufacturing production. My first point of argument is based on 
my observation of the distribution of the urban population of Ethiopia and character 
of uneven and unbalanced growth of towns.  
Table 1 illustrates the distribution of cities and towns in Ethiopia classified by the 
number of population size categories. The towns are classified according to their 
population at the time of each census (1984, 1994 and 2007) and surveys of 1960 
and 1975, and by tracing the changes in each class regardless of the cities and towns 
included in it.  
Tabel 1: Town and city size distribution in Ethiopia, 1960-2008 

  
Year 

Per cent variation, 
1960-2008  

Settlement 
Hierarchy 

Class and 
population 
Range  1960 1975 1984 1994 2008 

1960-
1984 

1984-
1994 

1994-
2008 

Super large 
cities I. 1000000+ 0 1 1 1 1 100,0 0,0 0,0 

Large Cities II. 500000-
999999 0 0 0 0 0 0,0 0,0 0,0 

Medium-sized 
cities 

III. 200000-
499999 1 0 0 0 3 -100,0 0,0 300,0 

  IV: 100000-
199999 0 0 0 3 8 0,0 300,0 166,7 
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Large towns V. 50000-99999  0 3 10 9 15 1000,0 -10,0 66,7 
Medium-size 

towns 
VI. 20000-
49999  5 8 13 30 61 160,0 130,8 103,3 
VII. 10000-
19999  5 22 38 69 145 660,0 81,6 110,1 

  
Small Towns 

VIII. 5000-9999  20 73 78 123 208 290,0 57,7 69,1 
IX. 4999-2000 43 107 198 294 325 360,5 48,5 10,5 
X. Less than 
2000 310 335 372 396 161 20,0 6,5 -59,3 

  All 384 549 710 925 927 84,9 30,3 0,2 
Source: Tsegaye Tegenu and Bo Malmberg (2010), Urbanization in Ethiopia: Study on 
Growth, Functions and Development Policy Options. Department of Human Geography, 
Stockholm University. 

A look at the pattern of growth of towns of different sizes show that the period 1960-
84 witnessed an increase in the population of class V to IX, with the largest per cent 
increases in class V. In 1984-1994 the largest increase was in class IV. In 1994-2008, 
one observes a shift of a large number of towns from lower classes to classes of III to 
VII. It seems that since 1994 there is faster growth rate in the middle class towns and 
negative growth particularly in class X.  
At the same time one observes an increase in the number of population of the already 
existing towns (for list of cities over 20000 in the three censuses see Table 2 at the 
end of the text). Of the 927 number of towns (in 2008) only 15 towns have a 
population more than 50000 inhabitants, and 8 over 100000, and only 3 over 200000. 
The primate city Addis Ababa has a population of 3,1 million and is ten times larger 
than the second city of Dire Dewa. Addis Ababa gathers only 4% of the Ethiopian 
population while the remaining 926 towns gather 12,7% of the population. There is a 
glaring absence of second rank cities and dozens of regional capitals of second class 
size, taking into account of the population of the country, being the second most 
populated country in sub-Saharan Africa. The uneven distribution of the urban 
population and the absence of large and/or super large cities is the first defining 
characteristics of urbanization in Ethiopia.  
The tendency to locate and agglomerate industries on the basis of an urban structure 
which has uneven character in size and amorphous in functions brings about 
unbalanced regional growth in the country. By default the regional pattern of 
urbanization in Ethiopia is already unbalanced. Table 3 shows the regional 
distribution of urban population and the pattern of urbanization. The level of 
urbanization varies regionally, ranging from nearly 100 per cent in Addis Ababa to 
8,7 per cent in SNNPR. Establishing of industries along the current tendency of 
internal migration will worsen urban problems related to high costs of food, housing, 
transport, basic services and health.  

  
Table 3: Population estimates and distribution of towns by region in Ethiopia 
No. Region Number of 

cities and 
Population 2007 
(in thousands) Percentage of 

urban population 
Percentage of 

urban population 
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towns 2007 2007 1994 census 
Urban Rural     

1 Tigray 74 854 3595 19,2 14,9 
2 Afar 28 132 1286 9,3 7,5 
3 Amhara 208 2299 17325 11,7 8,5 
4 Oromiya 375 3691 23613 13,5 10,6 
5 Somale 69 768 3676 17,3 13,9 
6 Benshangul-Gumuz 13 64 576 10 7,8 
7 SNNPR 149 1338 13983 8,7 6,8 
8 Gambella 7 49 204 19,4 16,7 
9 Harari 1 127 76 62,6 58,1 
10  Addis Ababa 1 3059 - 100 98,7 
11 Dire Dawa 2 308 104 75 68,3 
  Total 927 12689 64438 16,5 13,7 
Source: Tsegaye Tegenu and Bo Malmberg (2010), Urbanization in Ethiopia: Study on 
Growth,Functions and Development Policy Options. Department of Human Geography, 
Stockholm University. 

There is a favorable condition for balanced regional growth/development and this 
brings me to my second argument for advocating a policy of decentralized 
manufacturing production system in Ethiopia. Over the last decades the number of 
small and medium towns has increased in the country. If you see Table 1 the number 
of towns/cities grew from 384 in 1960 to 927 in 2008. The second defining 
characteristic of urbanization in Ethiopia is related to an increasing trend in the 
number and size of middle class towns (including non-farm based towns). 
A look at the total number of towns illustrate that, the year 1994 seems to divide the 
period of rapid urban growth into two distinct phases. The first phase, 1960-1994, 
recorded a larger increase in the total number of towns. The total number of towns 
during 1960-94 increased by 90 per cent as compared to 2 per cent during the second 
phase, 1994-2008. The years 1994-2008 recorded the lowest per cent increase in 
urban number of towns. By the 2007 census only two new towns were considered as 
urban areas by the census decade preceding the census.  
Since 1994 the number of towns hardly increased even if the period recorded an 
absolute increase in the percentage of urban population from 8,5% in 1994 to 13,2% 
in 2008. The stagnation in the period 1994-2008 might be result of administrative 
changes and merging of local towns. To all intents, the stagnation shows the limits 
reach in growth in the number of towns as a result of overgrown villages and planned 
settlements (government settlement programs). What we are observing instead is a 
shift in the classes: increase in the size of the already existing towns. This can be a 
result of changes in the economic structure of towns: growth in the non-farm 
economy (among rural towns of vii-x categories) and increasing distributive service 
functions of city and medium urban centers. 
Despite this change, in 2008 towns with a population of less than 5000 still represent 
52,4 % of the total town, while medium and large size towns constitute 46,3%. That 
means despite growth in the number of towns and shifts in the classes, agricultural 
towns are the dominant types. My view is that small towns of class VIII and 
medium-size towns (Class VI and VII) provide low wage labor opportunity for 
dispersing manufacturing industries. The agricultural base of these towns can reduce 
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real-wages and helps factories to be competitive in domestic and world markets. 
Access to agricultural assets can subsidize the industrial wages of small and medium 
size towns. In contrast, workers consumption power and real wages are higher in the 
urban centers of classes I-V. If the agricultural base of the small and medium towns 
is modernized through green revolution, it is possible to create linkages between 
agriculture and industry. 
To conclude, small and medium size towns can help bring about balanced regional 
growth/development because of their dominance of the urban structure of the country 
(constituting 44,6 % of the urban centers of the country), fair spatial distribution 
(proximity to the rural surplus labor), low-wage opportunity and their embeddedness 
in the agricultural hinterland. These classes of towns can serve as a socially and 
economically viable alternative to the concentration of population and of economic 
wealth in a few eight big cities found in Classes I-IV (See Tables 1 and 2). 
The relocation of manufacturing industries to small and medium towns should not, 
however, be done in a spontaneous way. I do not buy the neo-liberal idea about the 
movement of industries to peripheral regions following the market tide and logic 
(search for lower production costs) in a country condition where there is 
uncontrolled urban growth led by migration. My view is that industrial 
decentralization should take the form of planned policy. Balanced regional growth is 
achieved through planning the spatial decentralization of industries.  
Even if I do not have data on the spatial dimension of the Growth and 
Transformation Plan (GTP), I suspect that so long as GTP is based on the current 
structure of the towns in Ethiopia, its benefits may accrue to a few large cities and 
towns that are already established as centers of growth. To avoid this problem it is 
important to make sure that GTP is anchored on competitive criteria and “embedded 
participation” to divert tendencies toward spatial concentration. Or, following my 
lines of argument, I hasten to think of the selective intervention plan of India or the 
Regional Industrial Development Program (RIDP) of South Africa. Selective 
intervention and subsidized programming, however, requires an identification of 
small and medium towns that have growth potential. Unfortunately I do not have the 
time and the resources to produce a methodology and policy of industrial clusters 
that takes into account production type, organization and spatial patterns. The 
purpose of this short essay is to stimulate interest in industrial decentralization and to 
identify issues for constructive exchange of ideas among fellow academics, policy-
makers and institutions active in the making of industrialization in Ethiopia. 
The author of this article can be reached: tsegaye.tegenu@epmc.se 

  
  
Table 2: Towns of over 20,000 population during the last 3 census periods and their 
dominant activity 
  

  

City Name 
Zone 

Name 
1984 1994 2007 

Dominant Economic 
Activity measured by 
employment share 

Addis Ababa   1,423,182 2,084,588 2,738,248   
Dire Dawa   99,98 173,188 232,854 trade and livestock 



5  

Adama Special 
East 

shewa 
77,256 127,842 222,035 

Craft related trades 78, 
EC 58, SSMSW 56, SAF 
27, livestock 

Gondar 
Gonder 

80,675 112,249 206,987 
CRT 30, SSMSW 21, EC 
14, TAP 5, trade in 
consumer goods 

Awasa 
  

36,367 69,169 158,273 
EC 17, SSMSW 16, CRT 
15, TAP 7, C 4, Khat 

Bahir Dar 
  

54,773 96,14 155,355 
CRT 21, SSMSW 17, EC 
8, TAP 2, manufacturing, 
trade and Livestock 

Jijiga  
43 EM 

24,716 58,36 125,584 
SSMSW 16, EO 9, CRT 
6, SAF 6, Khat 

Mekele 
69 EM 

62,668 96,398 122,85 
SSMS 19, ERT 17, EO 
16, C 4 

Jimma Special 
78 EM 

60,218 88,867 120,6 
SSMS 25, EO 20, CRT 
17, TAP 5, C 3, Coffee 
and khat 

Dese 
66 E 

71,565 97,314 120,029 
CRT 20, EO 15, SSMS 
16, TAP 4, C3, Khat 

Shashemene 
247 

31,884 52,08 102,062 
78 CRT, EO 58, SSMSW 
56, 27 SAF, TAP 7, C 5, 
Khat, maize and teff 

Bishoftu 
247 

55,657 73,372 100,114 
78 CRT, EO 58, SSMSW 
56, 27 SAF, TAP 7, C 5, 
Teff and flower 

Harer Ketema 
43 EM 

63,07 76,378 99,321 
SSMSW 16, EO 9, CRT 
6, SAF 6, livestock and 
marbel 

Dila 
27 

22,864 33,734 67049 
SSMSW 9, EO 6, CRT 5, 
Khat and coffee 

Nekemte 
51 

28,703 47,258 76,817 
CRT 15, SSMSW 12, EO 
11, TAP 4, Coffee  

Sodo 
26 

24,278 36,287 76,780 
SSMSW 8, EO 7, CRT 4, 
SA 3, Khat and livestock 

Arba Minch   20,28 40,02 74,843 Fish and fruit 
Hosaena 

33  
- 31,701 69,957 

EO 10, SSMSW 7, SA 6, 
CRT 6, 

Asela   32,954 47,391 67,25 wheat 
Debrebrehan   25,637 38,717 65,214 Livestock 
Debere Markos   41,138 49,297 62,469 Teff 
Kombolcha   - 39,466 58,642 manufacturing 
Adi Girat     37,417 57,572   
Sebeta   - - 56,131 Livestock and flower 
Debretabor   - - 55,157 Livestock 
Ambo   - 27,636 50,267 Livestock and flower 
Burayu   - - 48,864 Flower 
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Arsi Negele   - 23,512 48,092 Livestock 
Robe   - 21,516 47,296 Wheat and Livestock 
Shire Enida 
Silase 

  
    46,382   

Woldiya   - - 46,126   
Akisum   - 27,148 44,629   
Zeway   - 20,056 43,61 Livestock and flower 
Gode 

  
  40,585 43,134 

Livestock and trade in 
goods 

Adwa   - 24,519 40,502   
Gambela   - - 38,994   
Weliso   - 25,491 37,867 teff, wheat, flower 
Negele   - 23,997 36,699 Livestock 
Meki   - 20,46 36,214 Livestock, teff and flower 
Chiro   - - 33,643 khat 
Butajira   - 20,509 33,393 khat 
Alamata   - 26,179 33,198   
Goba   23,052 28,358 32,916 wheat and livestock 
Haromaya   - - 31,686 khat and livestock 
Yirgalem   - 24,183 31,468 coffee 
Gimbi   - 20,462 31,311 coffee and marbel 
Wekero   - - 30,208   
Degehabur     25,464 29,956 Livestock 
Metu   - - 29,627 Coffee 
Mojo   - 21,997 29,54 Teff 
Dembi Dolo   - - 29,249 Gold 
Welikite 

  
-   28,856 

Khat, Livestock and 
flower 

Areka   - - 28,293 Teff 
Boditi   - - 27,684 Livestock 
FicheTown     21,187 27,487 Livestock 
Kulito   - - 26,85 Khat 
Hagere 
Mariyam 

  
- - 26,6 Coffee 

Kebridehar 
  

  21,521 26,479 
Livestock and trade in 
goods 

Dolo Odo 
  

- - 26,296 
Livestock and trade in 
goods 

Mota   - - 26,173 Teff 
Agaro   - - 25,719 Coffee 
Finote Selam   - - 25,388 Teff 
Kobo   - 20,788 24,861   
Dangila   - - 24,564 Teff 
Tepi   - - 24,489 Coffee 
Durame   - - 24,454 Coffee and Livestock 
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Holeta 
  

- - 24,03 
Teff, Livestock and 
flower 

Shakiso   - - 23,924 Gold 
Mizan Aman 
Kifele Ketema 

  
    23,562 Coffee 

Maychew   - - 23,484   
Gerbe Guracha   - - 23,481 Teff and marbel 
Sawula   - - 23,37 khat and livestock 
Chagini   - - 23,225 Teff 
AdolaTown   -   22,937 Gold and livestock 
Assosa   -   22,725 marbel and flower 
Sekota   - - 22,342 public expenditure 
Aleta wendo   - - 22,09 Gold and khat 
Dodola   - - 21,504 wheat and livestock 
Genet Hara   - - 21,504   
Humera   - - 21,387 oil seed 
Wereta   - - 21,217 Teff 
Injebara   - - 21,058 Teff 
Bonga   - - 20,855 Coffee 
Debarq   - - 20,83 Teff 
Asassa   - - 20,647 Wheat 
Jinka   - - 20,522 Coffee and livestock 
Bure   - - 20,406 marbel 
Total   21 43 88   
Source: Tsegaye Tegenu and Bo Malmberg (2010), Urbanization in Ethiopia: Study on 
Growth, Functions and Development Policy Options. Department of Human Geography, 
Stockholm University  


