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ABSTRACT 

CHALLENGES AND OPPORTUNITIES OF INVESTMENT IN TOURISM: 

A case study of Addis Ababa, Ethiopia 

Tadesse Bekele 

Addis Ababa University, 2012 

Addis Ababa has potential for attracting touri sts because it' s the center of international 

conferences and the city is the entry point for most of international tourists. Although the city has 

also much to offer, investment is not sufficient for upgrading its attractions and tourist service 

providing institutions. The main purpose of this study is to present specifically a situation of 

tourism investment in Addis Ababa. The study has assessed challenges and opportunities of 

investment in tourism sector in the city. The design of the study is descriptive and has employed 

both quantitative and qualitative research approaches. The researcher used instruments such as 

interview, questionnaire, focus group discussion and existing secondary sources for data 

gathering. 128 questionnaires were distributed to investors selected from licensed star hotels and 

tour operators. But only about 102 questionnaires were returned and analyzed. Interview has al so 

been conducted with different governmental and non-governmental bodies found in Addis 

Ababa. The data was analyzed b)' triangulating both quantitative and qualitative methods. The 

finding of the study shows many challenges and opportunities of tourism investment in Addis 

Ababa. The main challenges include bureaucratic problem, insufficiency of basic infrastructures, 

low promotion in the sector, macroeconomic instabi lity and problem of implementation capacity. 

According to this study general opportuilities of tourism investment include good attention of 

government, large market size, and mixed market economy, existence of ample resources and 

availabili ty of trainable man power. The sectors of investment opportunities include public 

infrastructures such as transportation, telecommunication, water supply, electricity etc and tourist 

infrastrnctures such as hotels, restaurants, tour operation, conference centers, recreation centers 

etc. In general, even if the city has many opportunities of tourism investment, the pelformance of 

investment was found to be at low level. 

Key words: Tourism, Investment, Challenges, Opportunities, Addis Ababa 
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CHAPTER ONE 

INTRODUCTION 

1.1 Background of the Study 

Tourism has emerged as an important industry almosT everywhere in the world. It has occupied a 

significant position and enjoyed priority over the years (Bishnu, 200: 20). 

In recent years, tourism has been increasingly recognized for its economic potential to cOlHribute 

to the reduction of poverty in developing countri es. Its geographical expansion and labor

intensive nature supports employment and can be particularly relevant in remote and rural areas, 

where three quarters of the two billion people under extreme poverty conditions live in the 

world . 

Thanks to numerous positive trends of development, tourism has become one of the most 

dynamic and most propulsive branches of economy, with multiple etfec ts. Many developing 

countri es are also looking to tourism as a potenti ally promisi ng avenue for economic and human 

development. For example, Tourism is one of the main priority sectors for ASEAN economic 

integration (ASEAN, 2008) . According to Nair and Vel de (2005) tourism has become 

increasi ngly important for the Caribbean countri es in their di versifi cation process awa)' from 

commodities. This is a relati vely new position for some countries, and reflects the rapid increase 

in tourism in terms of both numbers of arrivals and revenues for several economies in recent 

years (UNCTAD, 2008). 

Tourism drives significant investments. Small percentages of investment for a greener sector 

results in very significant increases in investment flows. Furthermore, much new investment 

flow is directed towards developing countri es, where increased investment could have greater 

impact on green outcomes. Indeed, global investment in tourism has fluctuated between eight per 

cenl and ten per cent of total world investment over the last twenty years. In developing 

countries, such as in the Caribbean region , thi s fi gure could be as high as fifty per cent (WTrC, 

20 10). In OECD countries, in vestment in hotels, travel agencies and res taurants ranges from six 
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per cent of national gross value added in Germany to thirty two per cent in Portugal (OECD, 

2010). 

Foreign Direct Investment (FOI) is an important source of world tourism investment. The stock 

of outward and inward FOI in the "hotels and restaurants" sector reported by UNCTAD (2009) 

accounts for almost one per cent of total FDI stock. This figure, however, does not take into 

account other tourism-related elements in other sectors, such as construction, transport or 

business activities. There is a growing focus on tourism as a generator of FDI in developing 

countries, where it is a priority of many Investment Promotion Agencies. 

In many countries investment operations may encounter plenty of challenges. For example, in 

developing countries the problem ranges from the countries' unstable economy to many specific 

institutional problems. Therefore, potential investors may be discouraged by the difficulty of 

dealing with some government agencies, inadeq uate infrastructure, the difficulties of tackling the 

complex land tenure system, and insufficient investment incentives (Jameison, 2008). 

The countries are expected to diversify the means of tourism investment. This demands well 

organized facilitation, encouragement of local businesses in addition to attracting foreign 

investment in tourism. The private tourism sector, which consists of both foreign and domestic 

enterprises, has a crucial role in tourism development through its investment, production, 

employment and marketing decisions (A.she, 2005). Ashe adds that public-private partnerships 

could also be used, for example, to provide fina nces and benefits for NGOs to enable them to 

participate in various activities aimed at the skill development of local people, or promote 

investments in the production of essential goods, supplies and equipments to support tourism 

activities; and to provide services to help reduce imports. 

In most developing countries, which are characterized by scarcity of domestic funds and a 

private sector with minimal tourism expertise, government is the main source of investment 

resources and a guaranty of fa vorable investing 'cl imate' or ambience (Jenkins, 1982). 

At the national level, governments need to implement policies that will encourage the domestic 

touri sm industry and attract foreign direct investment and relevant technologies. Those policies 
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should ensure that tourism is properly 'planned and managed so as to minimize its adverse 

economic, social, cultural and environmental impacts . Therefore, appropriate attention and 

priority should be attached to the integration of tourism policies with the policies of other 

government agencies so that tourism develops in harmony with overall economic, social and 

environmental goals. 

The Government of the Federal Democratic Republic of Ethiopia has placed emphasis on the 

tourism sector in view of its potential as a promising industry in the new millennium. According 

to Tourism Development Policy of Ethiopia (2009), the government has included the 

development of the tourism sector among its top priority policies, establishing as Ministry of 

Culture and Tourism under Proclamation Number 47l12005, enacted to redefine the powers and 

duties of the organs of the Federal Government. 

In tourism sector, investments have already been made by many tour operators, restaurants and 

hotels groups (Hilton, Sheraton, Intercontinental and others) particularly in Addis Ababa and the 

number of international tourist arrivals is growing each year. The government is keen to attract 

other major international hotel chains to the country to address the shortage of high-quality hotel 

facilities currently available. 

Addis Ababa, the seat of African union (AU) and many international organizations, has many 

investment opportunities in tourism. But still the city is not in a position to entertain well all 

guests who come to visit and fo r other purposes such as diplomatic and business purposes. The 

inquiry here is how Addis Ababa can ·increase the number of touri sm investors to provide 

maximum service in different sectors of tourism? In this thesis, the researcher has conducted a 

study with regard to the challenges and opportunities of tourism investment ill. Addis Ababa. 

3 



1.2 Statement of the Problem 

Addis Ababa, as the seat of African Union, United Nations Economic commission for Africa 

(UNECA) and many other international organizations and embassies is the fourth most important 

center of international organizations next to Washington, New York and London (interview with 

foreign affairs). Especially after the construction of the United Nations Conference Center 

(ONCC) in 1998, Addis Ababa has succeeded to attract more conventions and many 

international conferences and summits. Therefore, the city has many opportunities to get 

remarkable number of tourists and guests to visit its tourist attractions. This implies the need of 

planning and establishing internationally standardized public and tourist infrastructures, 

accommodations and facilities to provide expected and possibly best services. 

However, even if Addis Ababa is better than other regional cities in its public and tourist 

infrastructures and facilities, the city has not sufficient infrastructures and facilities even as 

compared to other SSA cities. For example, the city has not more than three five-star hotels 

unlike its neighboring city Nairobi which has ten five-star hotels. In addition, Addis Ababa hosts 

only about three hundred tour operators unlike to Nairobi which has more than one thousand 

three hundred tour operators (Mizra and Barrowclough. 2008). The number of classified 

restaurants and other tourist related service giving institutions are not sufficient in number. 

Furthermore. according to literatures, the room and bed capacity of the city until 2009 was about 

2000 and nearly 3000 respectively (Fantu, 2009). As a result, the infrastructural capacity of the 

city does not enable to accommodate its customers coming to the city. 

The city has many worthwhile natural and man-made attractions to offer, but much has nOI been 

done to preserve and upgrade both natural and man-made tourist attractions of the city and 

attractions around the city (which can be excursion destinations for tourists). This demands 

encouraging investment projects to make the attractions well accessed and ready for visit. In 

general, the city has investment potential in the areas of tourist infrastructures and businesses, 

promotion, tourist attractions development, tourism education etc. According to Addis ababa 

investment Agency, From 1992-2008 there are only 336 registered domestic investors in the 

sector of tourism with the total capital of 4.7 billion Birr which has created 20,109 permanent 

and 10,375 temporary jobs. This shows that level touri sm investment in the city is at enfant stage 
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because this amount of investment does not proportionate with the investment demand of the 

city. 

The previous studies such as preparation of destination development plan for Addis Ababa and 

its environs (Fantu, 2009) and the study conducted by Addis Ababa investment Agency entitled 

as Tourism Resource Potential Assessment have tried to identify tourism resources of Addis 

Ababa. But there are no studies that clearly show the situation of tourism investment, 

particularly, related with its challenges and opportunities. Therefore, this study tries to fill the 

gap of knowledge in relation to challenges and opportunities of tourism investment in Addis 

Ababa. 

1.3 Objectives of the Study 

1.3.1 General Objective 

The general objective of the study IS to assess the challenges and opportunities of tourism 

investment in Addis Ababa. 

1.3.2 Specific Objectives 

• To assess the current status of performance of tourism investment in Addis Ababa 

• To assess and describe the types of incentives provided for investors. 

• To identify the main touri sm investment constraints and challenges in Addis Ababa 

• To examine tourism investment oppOitunities in Addis Ababa 

1.4 Research Questions 

I. What are the opportunities of touri sm investment in Addis Ababa? 

2. What are the main challenges and constraints that are affecting tourism investment in 

Addis Ababa? 

3. What are the types of investment incentives provided by the government for investors? 

4. What are the mechanisms of increasing touri sm investment in Addis Ababa 
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1.S Significance of the Study 

Tourism is one of the leading and fast growi ng economic sectors in the world. Particular! y, in 

developing countries, it is supposed to help in tackling poverty. According to the tourism policy 

of Ethiopia, one of the Country's objectives is to build a tourism industry that makes important 

contribution to earn and conserve foreign exchange, and integrates this into the economic growth 

of the country. This study has also shown the need of substantial amount of investment to 

achieve the objective put by the government for the development of tourism. It has pointed out 

the main challenges and opportunities for tourism investment in Addis Ababa. Therefore, this 

thesis has the following signifi cances: 

.:. It provides information for all concerned bodies of tourism investment such as policy makers, 

investors, local communities , etc . It also clearly puts main investment opportunities in the 

city . 

• :. Particularly it helps the publ ic sector to review its efforts dedicated for the sector in relation 

to rules and regulationslinstilutional framework, types of incentives it provides to investors . 

• :. It wi ll give direction for further researches in Add is Ababa and researches to be conducted in 

other regional towns and tourist attraction areas. 

1.6 Scope of the Study 

The extent of the study is confined only to the tourism investment in Addis Ababa. It investigates 

the challenges and opportunities of tourism investment. The study was conducted only on the 

investors under operation. The researcher has taken samples from very few and main areas of 

investment sectors as di scussed in the methodology part. The study has also included investment 

areas which need public investment in addition to private investment sectors. 

1.7 Limitations ofthe Study 

With regard to data gathering instrument, indeed, there may be the sort of bias and subjectivity. 

Since, the research was conducted mai nly by using interview and questionnaires and by using 

few selected respondents geographically located in Addis Ababa. Due to time and budget 
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constraints, the study has foc used only few sectors of tourism, particularly to investigate the 

challenges of investment and to indicate investment opportunities in the city. 

1.8 Organization of the Thesis 

This thesis is organized into five chapters. In the first chapter, background of the research area, 

followed by the problem discussion, ·research questions and objectives to be achieved, 

significance, scope and limitation of the study are presented. In chapter two, literature related to 

the study and the frame work of the study are presented and thoroughly discussed. 

The third chapter presents, and draws the methodological process of sampling, data collection 

and analysis. Chapter four presents descriptive summary of the empirical data collected together 

with detailed analysis, results and discussion. Finally, chapter five contains conclusion and 

recommendations. 
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CHAPTER TWO 

REVIEW OF RELATED LITERATURES 

2.1 The Definition and Concept of Tourism Investment 

Investment is, without doubt, one of the primary engines of growth in all economies (UNCTAD, 

2002). The term investment is a thing worth buying because it may be profitable or useful in the 

future. According to the definition of investment in the Turkey-Netherlands BIT is broader and 

follows the typical formulation. Article 2(b) of the Turkey-Netherlands BIT provides (Malik, 

2009): 

(b) "investment" means every kind of asset such as equity, debt, claims and service and 

investment contracts and includes: 

i. Tangible and intangible property, including rights such as mortgages, liens and pledges; 

ii. Shares of stock or other interests in a company or interests in the assets thereof; 

iii. A claim to money or a claim to pelformance having economic value and associated wirh an 

investment; 

iv. Industrial property rights, including rights with respect to patents, trademark, trade names, 

industrial designs and know-how and goodwill and copyrights; 

v. Any right conferred by law or comract, and any licenses and permits pursuant to law. 

Tourism investment refers to any investment that expands and upgrades a country's product, 

service andlor experience offered to tourists (Framework Guide to Faci litate Tourism Investment 

in Australia, 2011). It includes domestic and foreign private sector investment in infrastructure, 

products, services and experiences, used by, or related to the tourism activity. This investment 

can be in both private and public land (national and state parks, reserves, indigenous, cultural and 

historic si tes), buildings, infrastructu re, products, services and experiences. Investment is also 

considered to include issues at the development stage which would affect investment decisions. 

Example, the investment may relate to products and services that include: short-term 

accommodation (e.g. hotels, guest houses, motels); tourist faci lities (e.g. enteltainment, 

recreation, centers and cultural activiti es); and other ancillary services (e.g. retail, food and 

beverage, transport and other servi ces used by both visitors and residents) (the Allen consu lting 

group, 2011). 
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2.2 The Importance of Tourism Investment 

Tourism is now the largest industry in the world. The 800 million arrivals recorded for 2005 

represented a 5.2% growth rate from 2004 and an estimated value of US$ 655 billion in 

worldwide tourism receipts , Tourist arrivals and associated revenues have grown steadily 

(WTTC Regional Report, 2002, as cited in Mann, 2006), For instance, in SSA during this period 

(consistently at 7% per annum for the region as a whole) and offer a significant opportunity by 

contributing to a reduction of macroeconomic vulnerability that comes from the regions' high 

degree of commodity dependence, As Investment is critical for further development of the 

touri sm sector, it is important to understand what drives investment (Velde and Nair, 2005), 

In the productive industries or agro-based industries, several investments have been made, The 

results have shown that returns on investments in those industries may be reasonable but never 

lucrative, The tourism industry is however, an avenue of investment that can ensure a better and 

lucrative return, thus contributing more to the national economy (Kim et aI., 2001), There are 

many benefits from well-targeted and timely touri sm investment, including: 

• Gelleratillg positive spillovers to other industries - tourism is defined by what tourists 

spend money on, Tourists spend money on a range of goods and services that reside in other 

sectors of the economy (retail, hospitality, transport, entertainment etc,), Short-term 

accommodation receives less than 30 per cent of visitor expenditure (TTF, 20 10), 

• Stimulating visitor demand - tourism investment has the proven ability to bring about an 

increase in demand for travel to a particular destination, The right types of tourism 

investment attract visitors who would not otherwise visit a particular location or region, 

When a location enhances its touri st offerings with the right investment, it will attract more 

visitors , The reason for low tourist flow in developing countri es is not mainly due to lack of 

resources but it is due to underperformance of touri sm investment for improving tourist 

facilities, 

• Creating employment opportunities - touri sm is labor intensive, consequently, tourism 

investment has the potential to generate a rel atively high number of jobs relative to the level 

of investment On average, every 10 accommodation rooms directly generate 4,9 jobs, When 
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jobs created indirectly are included, the total employment effect on average is 18.2 jobs per 

10 hotel rooms (Urbis, 2010). 

• Diversifying the regional economic base - tourism can broaden the economic base of 

regions that have traditionally been reliant on a small number of employers or industries. 

This makes these regions more economically self-reliant and less dependent on government 

support. It also softens the impact of industry decline or a particularly bad year. 

• Directly contributillg to commullity development - tourism investment can lead to the 

establishment of new activities and events . Such events can attract many visitors and provide 

an opportunity to raise the economic dynamics of a region by bringing the community 

together and enhancing the social vibrancy of a city or town (NL TIS Steering Committee 

2009). Hosting cultural and artistic events can enrich communities and generate tourist 

expenditure. Despite these benefits, tourism investments are at a disadvantage compared with 

other forms of investment. Consequently, government needs to show leadership if tourism 

investments are to succeed and the benefits of these investments are to be realized (Allen 

consulting group, 2011: pp.lS) 

2.3 Investment Opportunities in Tourism 

2.3.1 Investment in Tourism Infrastructure 

According to United Nations Conference on Trade and Development report, Some countries in 

sub- Saharan region have much older tourism industries (e.g. Kenya, Mauritius and South 

Africa) and others have younger tourism industries (e.g. Botswana, Uganda and the United 

Republic of Tanzania). Some countries can offer diversified tourism attractions such as wildlife 

and experiences (Kenya and South Africa), while others have limited tourist attractions: either a 

beach (Mauritius) or wildlife (Botswana and Uganda). Botswana, Mauritius and South Africa 

have higher levels of development compared to, Kenya, Uganda and the United Republic of 

Tanzania (which also belong to the same regional economic grouping) (Barrowclough and 

Mirza, 200S). Regardless of the potential of the countries' resource potential , the level of 

investment on the infrastructures has signifi cant impact on the difference in touri sm 

development. Since, among the controlling factors for the nature and magnitude of tourism 

development are infrastructures and facilities. Tourism infrastructures include: 
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• Public infrastructures such as transportation, water supply, energy and power, waste disposal, 

and post and telecommunication, etc 

• Facilities and service infrastructure such as .accommodation, travel and tour services, 

shopping, enteltainment, health services, emergency and safety services, financial services 

etc. 

In tourism development; the public infrastructure development precedes the installation of 

tourist facilities (Jamieson, 2001). According to Jamieson, this may mean that the installation of 

the infrastructure becomes a public sector responsibility, with some escalation of the cost for 

development as a contribution to the overall costs of touri sm development. A rationale for the 

infrastructure services being a public' sector responsibility includes consideration of the 

following factors: 

• The network of services is most likely available to both tourists and residents of the area; 

• Achievement of consistency in standards is desirable; 

• The construction of an integrated system may facilitate non-touri sm development within the 

region; 

• network will facilitate development that contributes to the economic welfare of the resort or 

regIOn; 

• The network will need to be maintained by public agencies to ensure that prescribed 

standards are met. 

But the source of finance whether for infrastructure or other tourism investments may be budget 

allocation of the government, foreign aid and loan disbursement, the lending of banks and other 

financial institutions as well as foreign direct in vestment (B ishnu , 2007). 

The other investment areas of touri sm in infnistructural development are facilities and service 

infrastructures. These types of infrastructures are predominantly used for tourism industry unlike 

that of public infrastructures which are commonly used by the general public. According to 

Jameison, the nature of the fac ilities and services infrastructure that are available to the touri st is 

vital requirement for sustainable tourism development. It is convenient to examine these aspects 

in three groups: 
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(a) Primary tourist facilities and services (accommodation/hotels , restaurants. and travel and tour 

services) ; 

(b) Secondary tourist facilities and services (shopping, recreation, entertainment and visitor 

information services); 

(c) Tertiary tourist facilities and services (health services and care, emergency and safety 

services, financial services and personal services) . 

2.3.1.1 Infrastructure Financing Possibilities 

Tourism is a service sector but its development is highly dependent on development of 

infrastructures common for other sectors or specific to the sector. In addition, it needs investment 

on the destination development; be it natural resource or man-made attractions. Consequently, it 

creates huge investment opportunities. Jameison in hi s study implied the significance of potential 

investment with the maintenance and additional increasing interest of investment opportunities in 

tourism in pacific Asia region. According to him, thi s potential is often facilitated and 

encouraged by deliberate policies of governments in the region (Jameison, 2008). In addition to 

general opportunities for investment and development, the range of opportunities comprises two 

types. First, there are infrastructure needs and opportunities in already established tourism 

destinations or in new, less-developed destinations. Second, oppOltunities exist to invest in : 

(a) Accommodation (from major hotels and integrated resorts to small, modest and low-cost 

accommodation, and accommodation with indigenous communities); 

(b) Ancillary services (restaurants, bars, entertainment, shopping and transport); 

(c) Support services (travel brokering, visitor advice and professional services); 

(d) Tourism enterprises (diving, snorkeling, fishing, sailing and visits to historical sites) . 

Public infrastructures remain crucial for sustainable development of tourism in destinations . 

Obviously in many countries investment operations may encounter plenty of challenges. For 

example, in developing countries the problems range from the countries' unstable economy to 

many specific institutional problems. Therefore, potential investors may be discouraged by the 

difficulty of dealing with some government agencies, inadequate infrastructure, the difficulties of 

tackling the complex land tenure system, and insufficient investment incentives. 
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Governments are striving to address the challenges of reali zing the economic significance of 

tourism, because particularly developing countries are taking tourism as one of the means for 

poverty alleviation. Unless the economic benefits of their countries may be at risk. Most 

conspicuously, many governments have introduced investment promotion incentives, investment 

legislation, and trade and business directories. 

Basically, local investment encouragement is very vital in various forms of tourism management 

through the use of low interest loans by governmental financial institutions, and to private 

business organizations that support implementation of pro-poor tourism development. As an 

added incentive, the private sector could be encouraged to contribute a certain percentage of their 

profits to community improvement projects and developing infrastructure in ways that profit not 

only for private sector tourism development but provide for the needs of the larger community. 

For example the development of a sewage treatment plant meets the needs of the surrounding 

community and provides clean water. 

Lack of an adequate tourism infrastructure is a serious obstacle to tourism development in 

developing countries (Ashe, 2005). Therefore, foreign direct investment and technologies should 

also be encouraged in developing tourism infrastructure even though it needs precaution 

regarding the negative impacts of FDI through efficient plan and management. 

In general, to finance the full range of touri sm infrastructure needs, several strategies and sources 

may be tapped. Among these sources are domestic private investment, public-private investment, 

foreign private investment sources, and foreign aid (international or government sources) 

(Jamieson, 2001). 

2.3.2 Investment in Tourist Attraction Developments 

Investment in sustainable tourism offers a wiele range of opportunities, notably in the areas of 

water, energy, waste and biodiversity, which can generate significant returns 

(United Nations Environment Programme, 2011). Indeed, attraction development can't be 

effective without consideration of developing tourist facilities and infrastructures. According to 

Lawrence Pratt et.al.(2011), Private and publ ic investment in tourism includes infrastructure 
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(roads, airports, national parks, private reserves, hospitality installations and other sites and 

facilities) ; environmental conservation (natural attractions, beaches, mountains, rivers, 

biodiversity, natural barriers and endemic species); education(labor-force ski lls, including the 

"greening" of the skills base); capacity building; and technology improvements (cleaner 

production, sustainable management), This shows the need of integration of different sectors for 

attraction development 

Governments have given attention for investing in attraction development as important 

component of tourism development For example, republic of Korea developed eight sites, with 

significant amount of budget half of which was provided by central government and other half 

by each local authority (Won Kim and Kwan Kim, 2001 ), 

2.4 Factors that Affect Tourism Investment 

There are different types of factors that affect tourism investment. According to Driml(20 I 0) the 

factors include: profitability, variable demand (especially seasonality), costs of materials and 

services in remote areas, costs of training and retaining skilled labor, lack of high end 

accommodation and attractions ability to charge higher prices, taxation levels, the complexity 

and length of project assessment processes, particularly in areas of high environmental, cultural 

and/or historic value, the need for local transport infrastructure and lack of, or uncertainty about, 

supply of land in some locations, In addition, key challenges must be addressed if peace

enhancing benefits from tourism industry are to be realized, These include investments in 

infrastructure and human capacity, the development.of comprehensive national strategies, the 

adoption of robust rti:glliatory frameworks, mechanisms to maximize in-country foreign currency 

earnings, and efforts to reduce crime and corruption (Honey and Gilpin, 2009), 

2.4.1 Availability of Tourist Attractions 

Support or create or revitalization of tourist attractions and sites was one of the reason for 

attracting tourism investment in Ontario (tourism development fund application guide, 2011), 

Since, one of the determinant factors for the amou nt of investment in one destination is the 

availability of resources, Worthwhile attractions are crucial for driving the attention of investors, 

From a developer's perspective, it is clear that governments and private sector entities investing 
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in the T &T sector need to ensure that the fu ndamentals of their development such as attractions 

and infrastructure plans are in place. Inherited , Created and Supporting Resources provide 

various characteristics of a destination that make it attractive to visi t (Omerzel , 2006). Countries 

like Ethiopia with numerous types of attractions have a power of attracting investment in the 

sector of tourism. East Africa is a natunil destination for tourists, boasting the richest and most 

varied concentration of wildlife on the continent (Honey and Gi lpin, 2009). Mere existence of 

attractions may not help to achieve the goal of right investment. For example, countries like 

Mauritius are well known for being a high quality tourist desti nation. This has not been a natural, 

chance occurrence but the resul t of deliberate efforts (Barrowclough and Mirza, 2008) . 

2.4.2 Infrastructure 

Successful tourism destination development is dependent on all parts of the supply chain, e.g. 

attractions, accommodation, transport, provided by public and private sector investment (Driml, 

2009). According to Ontario Tourism Investment Attraction Research Study (2009), 

Infrastructure including transportation is very crucial for proliferation of touri sm development. In 

existing tourism destinations and fledging or developing areas a greater concern will be the 

sufficiency of transportation and access infrastructure. In addi tion, Jamieson also mentions the 

types of infrastructures that need investment for facilitating tourism development. According to 

him, the infrastructures are classified into two: public infrastructures (transportation, energy, 

water supply, waste disposal system etc) and tourist infrastructures and facilities 

(accommodation, restaurants, travel and tour services, shopping, recreations, health facilities 

etc) . In the developing countries like Ethiopia among some of the reasons for lagging behind of 

tourism are lack of up to standard public and touri sm infrastructure and facilities . 

2.4.3 Market 

If markets are segmented and there are markets that offer higher profit margins, then firms will 

move into these markets (Moosa, 2000) . Market-area population (and visitation), income and 

demographics as with all consumer products, the success of a tourism product necessitates ready 

access to a base of consumers. The demographic (e.g., income levels, age, family status) and 

buying profiles (e.g., interests) of these consumers as well as the marketing and promotion 

efforts of the product determine patronage and revenue levels. 
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Tourism products are unique however, in that their "base" market is comprised of both the 

residents and visitors within any given geography. In some geographies visitors largely 

outnumber residents (e.g., Niagara Falls) while in others the economic potential of the resident 

market can be far greater than that of the visitor (e.g., a major metropolitan area such as 

Toronto). In contrary, in Ethiopia, the economic potential of residents is very low as compared to 

visitors . Therefore, attracting international tourists may create better market power for investors . 

Some products are considered successful "touri sm products" even though a majority of the 

visitors are resident based (e.g., Canada's Wonderland). While still comprising part of the 

tourism offering, these "tourism products" would not be viable in the same form if not for the 

resident population base. Other products are much more dependent on visitors (e.g., CN Tower); 

in these cases residents provide only a small portion of visitation. The examples used above (i .e., 

Canada's Wonderland, CN Tower) are attractions but the same principle applies to lodging, 

events, retail, food and beverage and all manner of other tourism products. 

In addition to the quantum of residents and visitors other factors will also be taken into account 

such as: 

• Demographic trends-the degree to which the current population profile will change over time 

and how these changes will affect the patronage of specific products . 

• Repeat potential-some products will be more likely to generate repeat visitation from the 

same audience, suggesting a heavier weighting towards a resident market (as opposed to visitor 

market) base. 

• Seasonality-Resident market potential is more stable throughout the year than the visitor base 

(at least in most markets, including Ontario). 

2.4.4 Political Stability 

Travelers are risk averse and do not wish to spend their vacation feeling anxious about their 

personal safety, mindful of their belongings, ancl wary of being ripped off (Honey.et ai, 2009). 

Political stability is oile of the factors that can affect tourism investment in one country (Ontario 

Tourism Investment Attraction Research Study, 2009). In first world countries such as Canada, 

economic and political stability issues are much less of a concern than when attempting to secure 
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tourism investment in j urisdictions without modern. Newly stabilized governments may still be 

on shaky political ground. Unclear or incomplete laws on prdperty ownership may obscure the 

profit picture (Fawaz, 2011). East Africa is known for its long history of instability. Specifically 

Somalia has lost its central government and has become center of violence for Al-Qaeda. But 

Ethiopia on its part has now ensured its stability and considered to the safest east African country 

for investors except for some upheavals that occur due to a discontent with Eritrea and rebellions 

of the country move around the border areas. 

2.4.5 Policy Environment 

Tourism policy/support 

According to national tourism policy of Kenya (2006), Implementation of the tourism policies 

and strategy shall involve streamlining the tourism poli cy with wildlife, land-use and other cross

cutting policies, and setting up the necessary legal instruments for providing resources to 

faci litate development. In Ontario, the degree to which tourism is recogni zed as an in tegral 

component of the economic base of the region is demonstrated through policies that support 

tourism development/operation and the "welcome" afforded potential tourism investors 

(Jamison, 2009). The host government (government at all levels, not just provincial but almost 

more impOltantly at the local level) must embrace tourism and demonstrate its support in 

marketing, infrastructure and all other policies affecting the ease and profi tability of doing 

business in the jurisdiction political, investment and economic structures (e.g., Caribbean, 

Eastern Europe and parts of Asia ... although the market potential in some of these developing 

jurisdictions provides such a compelling opportuni ty that stab ility issues may be overlooked). In 

Canada and Ontario, the foc us is most likely to be on taxation policies, tariffs, interest and 

inflation rates, currency exchange and the cost/compliance requirements of new policy initiatives 

(e.g., env ironmental or labor issues). 

2.4.6 Investment Incentives 

Realization of private investmen t may encounter various constraints and limitations, such as 

general lack of capital, fear for low profitability of invested capital , lack of infrastructure in the 

destination, absence of social services and skilled labor. It's precisely these difficulties that a 

state has to remove or counterbalance in order to support private investment initiatives in specific 
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geographical areas, through investment incentives (George, Amelia, Dimitris, 2004). Then 

investor will have good operating environment and can generate substantial amount of return 

from the investment. This again enhances the development of investment in one country. A wide 

range of incentives exist for governments to attract investment. These incentives, which can be 

utilized for tourism or a range of other investment types, can be generall y classified into the 

following (Ontario tourism investment attracti on Research study, 2009): 

• Fiscal Incentives, which include special tax exemptions, deductions or allowances as well as 

customs duty exceptions . 

• Financial Incentives, which include direct subsidies/grants as well as low-interest loans. 

The effectiveness of incentives, specifically fisca l (tax) incentive, in attracting investment is the 

subject of much debate. Empirical evidence suggests incentives are not relevant to investors at 

the initial stage of the investment decision process. Low returns and the high cost of labor and 

capital in the tourism industry were key factors behind low investment (tourism investment in 

Australia, 2011). However, incentives do become more important when investors compare and 

assess the pros and cons between jurisdictions. 

In Kenya the Government believes that it shall continue to offer tax and other incentives to 

investors to encourage upgrading of existing tourist accommodation facilities and investment in 

new facilities. As it has included in its . final draft of national tourism policy or the country, 

Incentives, whether tax-related or otherwise, shall not be limited to the accommodation sector 

but shall include operators of other tourism servi ces. In Kenya, tourism incentive schemes shall 

be in accordance with overall government policy in thi s regard, and may include special tax 

reliefs on hotel construction; provision of long-term and soft loans; VAT exemption for small 

hotels and restaurants; accelerated depreciation ; waiver of import duties for buildings related to 

hotel services; etc (tourism policy of Kenya, 2006). Ethiopia has also similar policy of incentives 

with Kenya with the exception of tax reliet/tax holiday on hotel construction. According to 

Ethiopian investment agency, hotels, specialized restaurants and tour operators have special 

incentives. But the government does not provide tax holiday (represent a temporary reduction or 

the elimination of corporate income tax for qualifying newly established projects) for tourism 

investment. Developing countries in east Africa have almost similar tourism incentive policy. 

Here below is incentive for touri sm investors by government of Malawi (Malawi Ministry of 

Tourism, Wildlife and Culture, 2008): 
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• Buses with seating capacity of more than 45 people (thi s includes motor coaches 

• All building materials 

• Industrial catering equipment 

• Motor boats. jet skis. kayaks. windsurfers and pedals 

• Linen. cutlery and similar goods for hotel use indelibly marked with hotel name 

The Current law provides that hotels. lodges and inns should acquire the fo llowing types of 

vehicles: 

• One passenger carrying vehicle 

les of Tariff heading 87:02 under Customs Procedure Code 437, where 10% import duty and 

17.5% V AT applies in every five years 

• Three goods carrying motor vehicles of Tariff heading 87.00 under Customs Procedure Code 

438. where 10% import duty only apply every fi ve years for the use of hotels, lodges and inns 

licensed under the tourism and Hotels Act. 

2.4.7 Location 

Location has a remarkable impact on investment flow. For example. the location of Ethiopia 

being located at the cross road to Europe, Middle East, and Asia has made the country accessible 

for investors from those countries (EIA. 20 II ). On the other hand. the countries being land 

locked has its own limitation on the perception of investors about the market size of their 

business. The source of fear is that land locked countri es have not more likelihood of developing 

beach tourism. Moreover. absence of sea outlet indicates that a region has not more alternati ves 

of entry points of tourist. So that thi s has a negative impact on flow of investment. 

Rwanda has among the lowest FDI inflows in Africa (OECD, 2006) , since it is a landlocked 

country with a poor image internationally, especially where security is concerned, and has poor 

infrastructure and high transaction costs, particul arly in the transport and energy sectors. 

Domestic investors are still the main source of investment in the hotel sector. 

Active investment attraction efforts should focu s on high-probability investment destinations 

("Key Locations") offering existing critical mass of tourism infrastructure, Product and visitation 

in determining how to identify "Key Locations" fo r investment attraction efforts . Consideration 

was given to several must have criteria, including: 
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• Significant resident or visitor population base, or both. 

• Transportation infrastructure including road, air and rail offering reasonable access. 

• A defined contiguous area. 

• Unique attributes either already exploited for tourism purposes or future potential. 

• An existing image as a tourism or recreational destination. 

• A destination marketing organization. 

2.4.8 Availability of Labor 

The presence of sufficient labor (i.e., full-time, part-time, seasonal) at a reasonable cost is a key 

criterion as it is the availability of education and training. Tourism businesses are relatively 

labor-intensive and therefore labor costs' make up the largest PropOltion of operating costs for 

many tourism businesses (Sally Driml, 2010). Touri sm is also a labor-intensive industry 

(Jayewardene, 2002)8. So that low skill levels in the sector and occupational structure affect the 

productivity of the sector (key sector repOlt of Scottish government, 2009). Investors are curious 

to make sure the availability of manpower. Tourism competitiveness therefore will directly 

depend on labor market conditions in the destination country. Factors such as real wage levels, 

ease of hiring and firing workers, labor regulations and quality of human resources will affect the 

destination cost competitiveness. Competitiveness of the labor market is accounted for by 

entering an employment index measuring rigidi ty in the labor market in the regression equation 

(Economic Commission for Latin America and the Caribbean, 2009). 

2.5 Foreign Direct Investment and Domestic Tourism Investment 

2.5.1 Foreign Direct Tourism Investment 

FDI is defined as a "process whereby residents of one country (the source country) acquire 

ownership of assets for the plllpose of controlling the production, distribution and the activities 

of a firm in another country (the host country)". International monetary fund also defines FDI as 

'an investment that is made to acquire a lasting interest in an enterprise operating in an economy 

other than that of the investor, the investor' s purpose being to have an effective voice in the 

management of the enterprise' (Moosa, 2000; Duce, 2003». 
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In developing countries FDI in tourism .has very great significance , since developing countries 

have no capacity to achieve remarkably in their tourism service provision and infrastruclUral 

development. According to Zhan et al. (2010), Shortage of capital is a major obstacle for tourism 

development, and many countries - especially in the developing world - increasingly look to 

foreign investors to provide capital that will help development of their tourism industries, 

Therefore, despite of the leakage the countries suffer from, attracting FDI becomes best 

al ternative for their capacity building. For example, foreign direct investment (FOI) is thought to 

have played a major role in Kenya's tourism sector. Foreign operators such as United Touring 

Company (United Kingdom), Express Travel (United States), Abercrombie and Kent (United 

Kingdom) and Pullmans (Germany) dominate this industry in Kenya. However, the largest 

projects are the establishment of hotels and lodges for coastal and safari tourism. A number of 

the major international hotel chai ns are present, including Hilton, Intercontinental, Serena 

Hotels, Block Hotels and Holiday Inn (UNCTAD, 2005 ; 2008). However, its proliferation as 

compared to other sectors is minimal and described as fo llows: 

FDI is one of the routes through which developing countries can carry out tourism, bUi the 

dynamics of FDI in this dynamic sector, and its implications, have been relatively little 

studied. There is very little empirical information about the extent of tourism-related FDI in 

the global economy or its overall impact. Because tourism is an industry that needs to be 

managed carefully, with or without FDJ and because FDI poses special challenges and 

concerns (Barrowc1ough and Mirza, 2008: pp, 17) 

2.5.2 Domestic Tourism Investment 

Despite the lack of an adequate loca l capital base for major projects , domestic investment is 

better alternative for multiplier effect of local economy. Tourism is one of the economic sectors 

with many options of local investment. According to Jameison (2001), there are opportunities for 

the involvement of local communities and indigenous entrepreneurs through joint ventures, land 

for equity exchanges, employment, and training schemes to achieve the necessary 

entrepreneurial, managerial and operational skill s. 

Governments should also consult widely wi th host communities and concerned major groups to 

ensure that as broad a range of views as possible is incorporated into the planning process of 
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tourism development (Ashe, 2005). Given the importance of small and medium enterprises 

(SMEs) in the tourism industry, it is crucial to target thi s source of entrepreneurial potential. For 

example, policies should be implemented to promote the access of such enterprises to finance 

and to strengthen the provision of support services. Moreover, investment policies should 

encourage linkages among small and medium enterprises. 

The vulnerability of domestic investments to external forces could be reduced by a number of 

internal strategies, such as: 

(a) Revision of subsistence strategies, so that even without large injections of capital, surplus 

production in rural areas can be accessed by tourism resorts ("subsistence affl uence") ; 

(b) Involvement of indigenous communities in low technology and low environmental impact 

projects, especially to meet the preference of some tourists for authentic experiences; 

(c) Creation by government of a tourism development fund (to be operated within the framework 

of the national development bank). 

The creation of a national touri sm development fund specificall y to assist local entreprene urs 

could be considered as an imperative strategy for generally low level of reserves of domestic 

private capital. 

2.6 The FDI Regulatory Framework in Ethiopia 

The present regulatory regime governing FDI in Ethiopia is based on a series of Investment 

Proclamations issued between 1996 and 1998, principally Proclamati ons 7/1996, 3711996, 

35/1998, 36/1998 and J J 611 998. In combination , these have establi shed the financial limits and 

requirements ; the monitoring and reporting requirements; and the financial incentives that are 

available. It is worth briefly summarizing the main features of the present regulatory regime in 

each of the above areas (UNCTAD, 2002). 

In Ethiopia foreign investors are encouraged to invest in all economic sectors. Indeed, according 

to the government' s proclamation, some investment areas are reserved for the state investment 

and domestic investors including foreign nationals who are permanent res idents in Ethiopia. For 

instance, in tourism, foreign investors are allowed to invest in star hotels and tour operation and 
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travel agencies, international restaurants, infrastructures such as road and bridge constructions. 

On the other hand, Hotels other than star designated; motels, tearooms, coffee shops, bars, night 

clubs and restaurants excluding international and specialized restaurants; tour and travel 

operators; car-hire, taxis and commercial road and water transport are reserved for domestic 

investors. 

According to the report, Sectors reserved for Government at the end of 1999 included air 

transport (where passenger seating exceeds 20 or cargo exceeds 2.7 tones); rail transport 

services; and postal services and telecommunications (excluding courier services) (UNCTAD, 

2008). The government has indicated that it will continue to reduce investment exclusions for 

foreign investors. Some sectors which were reserved for domestic investor, such as air transport, 

travel operations and other services are advised to be open to increase the fi nancial and trading 

skills to stimulate domestic investors. 

2.7 Conceptual Frame Work 

Tourism development involves many issues to take into account to attract investors in the sector. 

The study rotates around core concepts which can be challenges or opportunitieG for tourism 

investment. There are different vari ables that directly or indirectly affect tourism investment. 

These include: legal and institutional frameworks of the government, tourist attractions (areas of 

investment opportunities), basic infrastructure, market size, location, political and economic 

stability, and the general image/perception of investors for the area (the issue of stabil ity and 

perception for investment policy) particularly for foreign investors. These core concepts are 

discussed in detail in other sections of the li terature review. The relatio nship between these 

parent-concepts is shown in the diagram of the conceptual framework below. 
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Fig2.1. The Conceptual Framework 
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CHAPTER THREE 

RESEARCH METHODOLOGY 

3.1. Description of the Research Area 

In the process undertaken to modernize Ethiopia , the city of Addis Ababa was founded in 1887 

as the cultural, political, judicial and commercial hub of the country. Unlike many other African 

cities, it is a city built entirely by Ethiopians. Even though it is young compared to the cities of 

Axum, Lalibela, Gondar and Harar, the role it has played in transferring technologies to the other 

parts of the country has been remarkable. 

In 1889, Emperor Menelik encamped at Entoto. The place was selected for its strategic value; its 

hilly topography facilitated patrolling the surrounding lands. Entoto was considered as an ideal 

place for military headquarters. It was Empress Taytu who played the greatest role in founding 

Addis Ababa. Taytu requested the Emperor to build houses around the Filwoha area, and the 

Empress came down to the Filwoha area and began to li ve there and oversee construction work. 

Addis Ababa has an area of 540 square kilometers with the population of 3.3 million. The city is 

not only political capital, but al so commel'cial, and socio-culture of the country; it is nerve center 

for the country's nations and nationali ties (Addi s Ababa Millennium, 2008). 

The city lies between 2120 meters (Aqaqi sub-ci ty) and 3200 meters CEntoto mountain- Gulele 

sub-city) above sea level, which makes it the th ird highest capital in the world next to Lapaz and 

Quito of Latin America. The absolute location of the city is 9° N latitude and 38° E longitudes. 

Even though the city is located in tropical region, due to its high altitude, the city has very 

convenient climatic condition with average temperature of 16°c and the average mean annual 

rainfall of 1,160 mm which falls between June and September. 

Addis Ababa is the capital of Ethiopia, the seat of the African Union, and the headquarters of the 

United Nations Economic Commi ssion for Afri ca and many internati onal organizations. It is 

increasingly becoming the diplomatic center of Africa ancl its prime conference venue. 
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Highlight about Tourist Attractions of Addis Ababa 

Addis Ababa hosts numerous tourist attractions and it is a meaningful city for visitors. The city 

has plenty of both natural and man-made touri sm resources . 

Natural tourist attractions of Addis Ababa include: 

• Fauna or animals i.e. lot of bird experts have identified more than two hundred and fifty (250) 

species of birds in the Addis Ababa . City Administration; animals such as lions wi th cubs 

tortoises, baboons, monkey, apes, rabbits, and, ducks as well as some black and red fish can 

also be visited in the Lions' Zoo park in Addis Ababa. 

• Flora (vegetation), which may be traced within religious premises, inside the various city 

parks or zoos etc. Government- run city parks are hoped to serve in the future also for foreign 

tourists because of their abundant bird life and indigenous trees as well as limited number of 

mammals. Hagenia Abyssinica (Amharic Kosso), Olea Africana (Amharic Weyra), Millettia 

ferruginea (Am. Birbira), Juniperus Procea (Am. Tsid), are among indigenous plants found in 

different parks found in the city. In general Addis Ababa is rich in different species of 

flowers and other kinds of vegetations. 

• Hydrographic elements or water bodies s lIch as hot springs (Filwuha), reservoirs (Gafarsa 

and legedadi), and to certai n extent rivers (e.g. Kebena and Akaki) can be mentioned as water 

based attractions of Addis Ababa. 

Man-made tourist attractions 

Man - made tourism attractions of Addis Ababa city administration involve the historical, cultural 

and traditional resources, which are the most significant factors for international and domestic 

tourists or visitors. In its nearly one hundred and twenty five years journey Addis Ababa has been 

amassing abundant man - made tourism resources. A great deal of these attractions denotes the 

historical and cultural progress of the entire country, while few of them are only related with the 

foundation and growth of the Capital City. In order to create convenient conditions for all vis iting 

communities or other purpose, major man made tourist attractions of Addis Ababa are arranged into: 

Government Palaces, Places of worship such as churches, mosques and cathedrals, Monuments of 

different historical background erected on various famous squares, Museums of historical, cu ltural , 

anthropological, archaeological , natural , ethnological, rel igious etc. , old hi storical build ings and 

houses, religious and other event festival s together with annual ceremonies, market and shoppi ng 

centers, and other traditional and cultural acti vities. 
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A little bit detail about touri st attractions of Addis Ababa has been explained in di scussion part 

and li st of some touri st attractions can be seen in appendix part. 
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3.2 Research Design and Sources of Data 

In research design both quantitative and qualitative approaches were used. Since, the research 

describes the existing (reality) situation of tourism investment in Addis Ababa; particularly it 

describes the challenges and opportunities for the tourism investment of the city. The data were 

gathered from both primary and secondary sources. Primary data were collected through the 

research instruments designed. In addition, the researcher has participated in different public 

discussions and trade fairs conducted in Addis Ababa in relation to touri sm. The data were also 

gathered from different secondary data sources such as books, journals, magazines, brochures, 

folders , CDs, internet etc. 
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3.3 Target Population 

The purpose of this study is to assess the challenges and opportunities of tourism investment in 

Addis Ababa. Therefore, the researcher has selected the respondents from directly or indirectly 

concerned bodies with regard to tourism investment in Addis Ababa. There are different 

stakeholders of investment in Addis Ababa; specifically the researcher has collected data from 

the following sectors: 

• Domestic and foreign tourism investors in Addis Ababa (licensed and star hotels and tour 

operation and travel agencies) 

• Ethiopian Investment Agency 

• Ethiopian Revenue and Custom Authority 

• Addis Ababa city Administration Investment Agency 

• Addis Ababa city- Land Administration 

• Ethiopian Ministry of Culture and Tourism 

• Addis Ababa Culture and Tourism Bureau 

• Experts from different governmental and non-governmental offices. 

The researcher has prepared questionnaires and interview for the subjects accordingly. The 

reason for selection of the above mentioned subjects is that they are directly or indirectly 

involved in tourism investment and/or responsible for touri sm investment in Addis Ababa. 

3.4 Instruments of Data Collection 

The types of research instruments that were employed for data collection are questionnaire, 

interview and checklists. As much as poss ible, document analysis was also used for data 

gathering. 

Questionnaire: Both close-ended and open-ended questionnaires were distributed for the 

research subjects, particularly, hotels and tour operators. Essentially, the types of questionnaires 

that were designed are different based on the backgrounds/ of respondents. The questionnaires 

designed for both foreign and domestic investors were similar with slight difference. Close ended 

questions were prepared in different styles/types like likert scale, yeslNo. In addition , open

ended questions have been deve loped to get detail view points of respondents . 
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Interview: The researcher has conducted semi-structured and non-directive interviews wIth the 

representatives of different concerned government and non-government bodies to get their views 

about their services; and tourism experts and economists who can forward their professional 

views about the performance of tourism investment. Interview was also conducted with Key 

informants from Ethiopian Development Bank, Ministry of Culture and Tourism and Ethiopian 

Investment Agency. 

Focus Gronp Discussion (FGD): The researcher has arranged focus group discussion among 

the subjects of the research. Even though this is very vital type of data collection instrument, it 

was not easy to organize focus group discussion. The researcher has organized focus group 

discussion from tourism experts from Lion Ethiopia Touri sm and Hotel Co llege. The di scussion 

was conducted by the researcher as a moderator. And the discussion comprised of about seven 

members. A group of FOD has opened the room for the respondents to discuss on the challenges 

and opportunities of tourism investment in Addis Ababa. 

3.5 Sample Size and Its Techniques 

The researcher employed both probability and non-probability sampling types necessarily. 

Probability Sampling 

In the research, simple random sampling was used to choose respondents from licensed 

investors. Particularly, the researcher has taken sample from the two main investment areas of 

tourism industry in Addis Ababa; Hotels and tour operators and travel agencies. Each group of 

investor was basically, stratified into · two, namely: domestic/local investors and fo reign 

investors. But finding foreign investors was too tough because they are small in number. Due to 

this very few foreign investors were included in the study. The reasons for selecting hotel s and 

tour operators as sampling frame are: 

~ These are the areas where substantial amount of investment is carried out and need the 

requirement of investment license from Ethiopian investment Agency. They are also the 

sectors which foreign investment is allowed. 

~ These are the main service providers of touri sm industry and are industries that highly 

affect tourism activity. 
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Then after, simple random sampling technique was employed to select respondents from each 

group. The researcher's knowledge about the background of investors is simi lar and this compels 

to use simple random sampling. The sample was decided based on the estimate of a dichotomous 

variable in population with sampling error approximate to ±5%, almost 95% right (Gomm, 

2008). Thus: 

n= NII+N (a2
) where, n= expected sample size, N= population size, and a= level of confidence 

interval (0.05) 

From each group, data was taken based on the Groves formula (2004) calculated as: 

ni'" (NilN)n, where ni=sample size of each stratum, Ni= population size of the each stratum, 

N=population size of the study, and n= the sample size of the whole population 

According to the information from Addis Ababa City Culture And Tourism Bureau, cUlTently in 

Addis Ababa there are about 87 li censed sta r designated hotels and 103 tour operations and 

travel agencies(according to ElA) totaling 190 and from these, using the formula, 128 sample 

size was calculated and questionnaire was distributed for these respondents as shown below. The 

detail about the sampling technique is shown as follows: 

Table 3.1 Sampling 

No. Type of subject/population Number of Sample size Sample 

Populationlinvestors technique 

I Investors 

Investors of Hotel 87 59 Simple 

random 

Investors of Tour 103 69 Simple 

operators/travel agencies random 

Total 190 128 

Non-Probability Sampling 

On the other hand, purposive sampling was used for selecting respondents for interview from 

different offices listed below. The same method was used for selecting experts. These are 

purposely selected because the researcher plans to get detail information based on their exposure 

and day to day experience regarding tourism investment in Addis Ababa. 
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Government bodies 

Respondents were purposely selected from governmental offices including: 

Ministry of Culture and Tourism, Addis Ababa City Culture and Tourism Bureau, Ethiopian 

Investment Agency, Addis Ababa Investment Agency, Ethiopian Revenue and Custom 

Authority/ Addis Ababa office, Addis ababa city Government Land Administration, Ministry of 

Foreign Affairs. 

Experts 

Experts were purposely selected from both governmental and non-governmental organs and from 

private associations including Ethiopian Tourism Professionals Association, Ethiopian Hotel 

Professionals Association, Development Bank of Ethiopia, National Bank of Ethiopia and 

Ministry of Finance and Economic Development. 

3.6 Data Gathering Procedures 

The data were gathered through the proposed research instruments screened and commented by 

the adviser. Questionnaires containing the popular categories of des ign (likert scale, Yes/No and 

check list) were distributed among the investors. The distributed questionnaires were collected 

by the researcher personally. The researcher has also conducted in terview with different 

government bodies and experts who work in Addis Ababa. In addition , the researcher has taken 

data from secondary sources. 

3.7 Data Analysis Methods 

The researcher has used both quantitati ve and qualitative data anal ysis methods for analysis and 

interpretation. Ideas and abstract concepts of the research were anal yzed by using the steps of 

qualitative data analysis (organizati on, description and finall y interpretation). Data collected 

through interview, FGD and qualitative taken from documents were also used to substantiate 

quantitative data. In addition, the researcher has employed quantitati ve methods predominantly 

descriptive statistics such as percentage, frequency and mean average to analyze data gathered by 

distribution of questionnaires. Graphic representat ions sllch as line graph , and bar graph were 

also other methods of the research analysis employed to analyze numeri cal data collected from 

documents. 
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CHAPTER FOUR 

PRESENTATION AND DATA ANALYSIS 

As it has been discussed in the objective pall, the main objective of the study is to assess the 

challenges and opportunities of tourism investment in Addis Ababa. In this chapter, an attempt 

has been made to offer detailed presentations and discussions of the data collected through 

questionnaire, interview, focus group discussion , observation, and document analysis, In this 

chapter, the two main objectives have been dealt in detail, namely, the challenges and 

opportunities of tourism investment. This analysis also covers about the current level of tou rism 

investment in Addis Ababa and some investment incentives were identified. 

4.1 The Background of Respondents 

4.1.1 Characteristics of Sampled Respondents 

The total number of the questionnaire respondents participated in this study are 128. The 

respondents were selected from different sectors of tourism industry. Questionnaire was 

distributed among 128 investors engaged in tourism sector; the sample was selected particularly 

from hotels and tour operators that are based in Addis Ababa. But only about 102(80%) 

questionnaires were filled and returned. In terview was conducted among respondents from 

government offices, different experts, conference centers, restaurants and car renting 

organizations. 

Table4.1: characteristics sampled of'respondents 

Sex Number % Type of number % Type of business number % 

in vestor 
Male 72 70.6 Foreign 14 13.7 Hotel 8 7.8 

Tour operators 6 5.9 

Domestic 56 54.9 Hotel 22 21.5 

Tour operators 34 33.3 

Female 30 29.4 Foreign 2 1.96 Hotel 2 1.96 

Tour operators - -
Domestic 30 29.4 Hotel 10 9.8 

Tour operators 20 19.6 

Total 102 100 Total 102 100 Total 102 100 
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As it can be observed from the table4. 1, 70.6% of the respondents are males and the rest 29.4% 

are females . With regard to the type of business, the researcher has selected sample from 

li censed star designated hotels and tour operators which are very signi ficant service providers of 

tourism. In Addis Ababa most of the owners of these businesses are Ethiopians and very few 

hotels and tour operation companies are in fac t owned by foreign citi zens . Based on this criterion 

the researcher took 15.7% respondents from foreign companies and 84.3% from domestic 

companies as it can be calculated from the above table. These companies were also stratified into 

hotels and tour operators; finally simple random sampling technique was applied to draw 

respondents from both sectors. For selecting the respondents, access ibility was taken as 

important priority for securing the response rate. Out of 102 respondents who properly filled the 

questionnaire, 42(41 %) are hotels and 60(59%) are tour operators. More than 95% of questions 

were common for both groups. Therefore, more than 95% of the responses were treated together. 

The remaining 5% were di scussed independently for foreign and domestic investors 

(respondents). Here, one would not expect the investors to answer all the questions they are 

asked, as that depends on their personal will ingness and understanding of the question. Yet, 

missing values cou ld sti ll have their own meanings and hence incomplete responses would nut be 

rejected. 

Most part of the questionnaire was designed by using a five poin t liken type scale for rating the 

response by options of strongly disagree (SO), Disagree (DA), neutral (N), Agree (AG) and 

Strongly Agree (SA). Each response options have a value I, 2, 3,4, 5 respecti vely. For decision 

to be made the mean of the scaling point was computed as; 

5+4+3+2+1= 3 

5 

Therefore, responses wi th means 3 and above are regarded as agree whil e mean less than 3 

wou ld be disagree. 

In general, the data collected by questionnaire (quantitative) were analyzed using simple 

descriptive statistics: frequency, percentage, the mean average and representation of 

figures/pictures. The data coll ected by intervi ew. focus group discuss ion and document analysis 

(mostly qualitative) were also used to substanti ate quantitative data during analys is. 
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4.1.2 Characteristics of Interviewed Respondents 

The second most important data gathering instru mel1l was interview made with different 

respondents drawn from different government offices and expelts from different governmental 

and non-governmental offices. In addition, the researcher has conducted non-directive interview 

with the owners of 2 restaurants. 2 car rentals, and an expert of conference center, film 

industries, handicraft men, government run projects, taxi drivers and tour guides in Addis Ababa 

(see detail on the table4.2 below). 

Table 4.2: Interviewed Respondenls 

Interviewees Categories of interviewees Number of interviewed 

indi viduals=23 

Respondents Ethiopian Investment Agency I 

from government Addis Ababa Investment Agency I 

offi ces Ministry of Culture and Tourism 3 

Addis Ababa Culture and Tourism Bureau 2 

Ministry of Foreign Affairs I 

Ethiopian Revenues a'nd Custom Authority 3 

Addis Ababa City Government Land I 

Administration 

Total 12 

Experts NBE 2 

Ethiopian Tour Operators Association I 

Ethiopian Hotel Professionals Association I 

Development Bank of Ethiopia 1 

Addis Ababa Cinema Houses Administration I 

Total 6 

Others Restaurants 2 

Conference Centers 2 

Car Rentals I 

Total 5 
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Focus group discussion was conducted with different tourism experts in Lion Ethiopia Tourism 

and Hotel College with members not less than seven for about 40 minutes . 

4.2 The Current Status of Tourism Investment in Addis Ababa 

Addis Ababa has multitude of investment opportunities in touri sm, but it has not significant 

investment in the sector. Indeed, the city has a potential for attracting investors in the following 

sector, particularly in conference tourism, health touri sm and other cultural tourism sectors. 

Since, it is a center of culture for all nations and nationalities of the country and contains many 

museums showing different cultural values of the country. About 14 museums reflecting the 

general background of the country are located in Addis Ababa. For example, National museum 

of the country which is believed to be among the best collections in sub-Saharan Africa is 

located in the city. Big religious festivals of Ethiopian Orthodox Tewahido church and Islam are 

also motivating factors for touri sm investors because even the peak season of tourist flow in the 

country is during celebration of these festivi ties. Particularly, Meskel is among the most colorful 

festivals of Orthodox Church and it is proposed to be registered as a world Heritage. The city 

hosts many international organizations which make it one of the famous conference centers in 

the world. However, the level and standar:d of infrastructures and facility in the city indicates that 

there is a great need of investment in this sector for meeting the required service for customers. 

In this part of the study, the researcher has assessed the curren t level of tourism investment in 

Addis Ababa. The core areas of the assessment were the elements of tourism such as 

infrastructures and facilities, to uri sm education and the level of awareness creation, attraction 

development and promotional activities. Hence, the~e are vital elements for tourism 

development and need more investment for competiti veness of the sector. The respondents are 

supposed to have good views about the extent of investment on those areas because their usual 

activities give them an exposure to understand the condi tion of infrastructures, tourism 

education, and awareness of local people abou t touri sm, and touri st attract ion developments and 

promotional activities in the city. Indeed, the researcher has used differen t related documents to 

assess the current status of touri sm investment. 
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Table 4.3: Attitude of respondents abOUT adequacy of TOurism invesrment in Addis Ababa 

Statement Relative agreement MA 

SA AG NE DA SD 

F % F % F % F % F % 

Tourism investment in Addis Ababa 12 11.8 14 13.7 6 5.9 44 43.1 24 23.5 2.25 

is high enough to satisfy the need of 

tourists 

SA=Strongly Agree, AG=Agree. N= Neutral , DA=Dlsagree, SD=Strongly Disagree, MA=Mean 

Average 

As table 4.3 depicts the majority of respondents (66.4%) recognize that touri sm investment in 

Addis Ababa is not sufficient to provide sati sfactory service for customers. On the other hand, 

25.5% the respondents agree that the level of investment in Addis Ababa is enough for ex isting 

touri sts' entertainment. The remaining 5.9% of the respondents have no idea to judge on the 

performance of tourism investment. But the mean average (2.25) reveals that the level of 

investment is insufficient. Though Addis Ababa has much more to offer, the amount of 

investment or the status of facilities don' t enable to offer the optimum amount of service for its 

customers. To reveal the level of investment in the city, specific areas of tourism investment 

have been discussed below in detail. 

4.2.1 Status of Tourist Infrastructures and Facilities 

According to the perception of tourism experts, Addis Ababa has a potential to be one of the 

famous tourist destinations in the world, since, the city has many opportunities for booming 

tourism, particularly, event/festival tourism and conference touri sm. But the development of the 

sector is hampered due to lack of standardized infrastructures and tourist facilities. 
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Table 4.4: the current swtus a/lOt/risE injrastruclUre 

Statement Relati ve agreement MA 

SA AG NE OA SO 

F % F % F % F % F % 

The current level of overall 4 3.9 20 19.6 10 9.8 46 45 22 21.6 2.34 

tourist infrastructure in Addis 

Ababa is sufficient 

Addis Ababa has sufficiem - - 12 11.8 24 23.5 44 43.1 22 21.6 2.21 

number of classified hotels and 

other accommodation services 

for tourists 

Addis Ababa has adequate 4 3.9 20 19.6 20 19.6 42 41. I 16 15.6 2.49 

number and quality service 

providing tour operators and 

travel agencies 

Source: complIed from pnmary data 

From table 4.4 we can understand that most of the respondents (66.6%) understand that touri st's 

infrastructure in Addis Ababa is at low level indi cating that the hi gh demand of investmelll in the 

sector. 23.2% of the respondents are against the above idea that they understand that touri st 

infrastructures are adequate. Indeed, mean average (2.34) shows most of the respondents 

disagree that existing touri st infrastructures are not adequate fo r better service provision. 

Interviewees indicated that the cit y is still lacking in the followin g public and tourist 

infrastructures (discussed in detail on table 4. 14). 

• Higher designated hotels and restauralllS 

• Other ancillary tourist service provider 

• sufficient water supply and electricity 

• efficient waste disposal sys tem 

• Broadband Internet access is not available in some hotels 

• Telecommunication is not free enough particularly for international call s. 

• Sufficient Transportation etc 
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The researcher has gone through some specifi c types of to urist infrastructures to take the view 

points of respondents regarding the status of infrastructures. 

As table 4.4 shows the majority of the respondents (64.7%) di sagree on the idea that Addis 

Ababa has sufficient number of classi fied hotels and other accommodation services of tourist. 

However, 11.8% of the respondents agree with the above statement. The remaining 23.5% of 

respondents are neutral to decide on the sufficiency of classified hotels and other tourist 

accommodation in Addis Ababa. In general the mean average (2.21) indicates that Addis Ababa 

has no sufficient number of classified hotels and other tourist accommodation services. 

Particularly, high standard hotels such as four and five star hotel s are very few in number. Due 

this, the city could not accommodate its gues ts during peak season of tourist flow and when big 

international meetings are held. Even eJj. isting hotels are criticized for their customer service 

problem, sanitation and lack of necessary fac ilities. 

The figure4.1 below shows the trend of year on year total capital of hotel industry investment 

projects under operation in Ethiopia (1992-2010): much of this investment sector has been 

undertaken in Addis Ababa. Even though the total capital stock of hotel investment is 

increasing, as the figure indicates the total capital per year is highly fluctuating oveltime. As it 

can be seen from the figure, in the year 2002, there was no investment project of hotel industry 

which started operation. In general , there is no trend of sustainable increment of investment flow 

in the sector due to lack of strong institutional framework like national tourism board which can 

playa central role for facilitating consistent inves tment in the sector. Hence, in Ethiopia touri sm 

has not strong and broad based development plan supported by research even to provide concrete 

information for policy makers and other stakehol ders to ensure an integrated development. As a 

result, this and other factors have contributed for fluctuation of investment in the sector. 
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Fig 4.1 the trend of total investment capital in hotel industry ever year (1 992-2010) 

In relation to tour operation and travel agency, similarly more than half of respondents (56.7%) 

disagree to say that there are no adequate number of tour operators and travel agencies providing 

quality services. On the other hand, 23.5% of the respondents agree Ulat the city has suffic ient 

number of tour operators and travel agencies prov iding quality touri st services. The rest 19.6% of 

respondents are neutral with the idea. But the mean average (2.49) enables us to ensure that tour 

operators and travel agencies that can provide quality service are inadequate in Addis Ababa as 

compared to its neighboring cities like Nairobi hosting thousands of tour operators. According to 

EIA, throughout the Ethiopia the number of tour operators under operation are 103(as it was 

shown in summary of licensed tour operators from 1992-20 ll ). On the other hand, MOCT has 

not well compiled summary of data but it believes that there are around 300 tour operators under 

operation. According to the viewpoints taken from tourism profess ionals, the tour operators that 

base in Addis Ababa are ground handlers that have not internationa l brand. But it is important for 

the city's tourism development that foreign ownership is encouraged as it will raise the sector 

both in terms of price competition and innovation. The figure 4.2 below depicts the year on year 

total capital on investment of tour operati on and travel agency industries in Addis Ababa. Figure 

4.3 on the other hand shows the created permanent and temporary job. As it can be understood 

from the figures, although the capital flow in tour operation business is fluctuating like the trend 

in the case of hotels, it is creating significant job opportunities in the city. 
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Fig4.3. trend of employment opportunity in tour operation and travel agency (2003-2010) 

Similarly, the city lacks other ancillary facilities of touri sm and hospitality. Even though the city 

is strategic for conference tourism, according to the result of interview with Addis Ababa Culture 

and Tourism Bureau, the city has only about 10% capacity for conference touri sm as compared 
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to its potential. By its nature conference tourism demands (dnges fro m small ancillary services to 

large tourist infrastructures such as accommodation, transportation, conference centers and other 

utilities. However, Addis Ababa has no adequate of the above mentioned facilities. Further, 

conference tourists need luxurious service. But quality is common problem in our city. 

4.2.2 Investment for Development of Tourist Attractions 

Attractions are the main pull/push factors and that is why tourists come to visit destinations. 

Addis Ababa has many types of tourist attractions. The ci ty has potential in its much diversified 

attractions. Tourist attractions of the city identified by Addis Ababa city Culture and Tourism 

Bureau are the following (see detail from appendi x2): these include, monuments. holiday 

celebrations, museums, churches and mosques, major historical houses and palaces, recreation 

parks, hot springs. 

Addis Ababa is also surrounded by many natural and cu ltural tourist attracti ons (see detail from 

appendix2) that can be used as an excursion sites for a tourist who has not a plan for trave lling to 

other popular tourist sites of the country. 

Regardless of the diversity of touri st attractions , product development has not done significantly 

in the city. The attractions are not well organized for visit. According to the interview result with 

different experts from governmental and non-governmental offices in Addis Ababa, stake 

holders have no good awareness about tourism business. The government has not good 

implementation capacity for developing attractions. On contrary, the ancient heritages (old 

houses) are being destroyed by government projects. Moreover, there are no committed private 

sectors that can support the conservation and preservation of attractions. Local communities 

don't understand even what touri sm is. This needs great dedicati on for increasing the 

commitment of all stakeholders for exploiting the huge of potential tourism business in the city. 

In this part, the researcher has discussed the current level of protection, development and 

promotion of tourist attractions in Addis Ababa. 
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Table4.5: development of tourist attractions 

Statement Relative agreement MA 

SA AG NE DA SD 

F % F % F % F % F % 

1 agree tourist attractions in Addis 4 3.9 12 11.8 18 17.6 54 52.9 14 13.7 2.34 

Ababa are well-protected and 

developed 

Source: complied from pnmary data 

As table 4.5 shows 66.6% of the respondents see those tou rist attractions of Addis Ababa are not 

, protected and developed for improving development. Only about 15.7% of respondents argue 

that the attractions are protected and developed. In fact, the rest 17.6% of the respondents could 

not decide whether the attractions are developed or not. The mean average (2 .34) shows that the 

attractions are underdeveloped. 

Study conducted by Fantu (2009) indicates that tourist attractions are not we ll protected and 

preserved. Even if the city is rich in its hi~torical and cultural tourist attractions, they are not well 

organized for visit. For example, the number of museums is not enough for display of all 

resources wOIthwhile for visit. The heritages stored in the national museum are numerous in 

number. But many of heritages, particularly, archaeological findings are not well organized, 

except few and famous ones. This implies the need of building additional museums for 

preservation and display of these heritages. Indeed, there are proposed projects such as 

establishment of All Ethiopia Village, Folkloric Activity Center, Athletic and Patriotic 
• 

Museums, Permanent Handicrafts Display and Sales Center, City Park Development, African 

Village foundation, Adwa(African victory) Park, tourist information center, Out-Skirts Lodges 

and Hot Spring (Filwuha) Extension Project. The projects are the implications of the bright 

future of tourism in Addis Ababa. But implementation of these projects is not as fast as needed. 

Tourist attractions found in the environs of Addis Ababa are accessed by gravel roads and are not 

supplied by good tourist faciliti es such as hotels, restaurants, pavements and walkways, drainage 

system, organized security and protection system, institutions for supporting the destination areas 

etc. 
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Table 4.6: promotion of tourist attractions 

Statement Relative agreement MA 

SA AG NE OA SO 

F % F % F % F % F % 

Tourist attractions of Addis 8 7.8 4 3.9 12 11.8 52 50.9 32 31.4 2.23 

Ababa are well-promoted 

internationally 

Source: complied from prImary data 

Table 4.6 tells that the majority (82.3%) di sagree with the idea of describing tourist attractions of 

Addis Ababa are not well-promoted. On the other hand, about J 1.7% of the respondents have 

positive view points about level of promotion of tourist attractions. The rest 11.8% of the 

respondents did not notice at all. As the mean average (2.23) depicts that tourism in Addis Ababa 

is not promoted well internationall y. 

There are many reasons for low promotion of tourism in Addis Ababa: 

.:. Low commitment and effort of government for promoting tourism; thi s is in turn implied by 

the following indicators: 

~ Low budget is allocated for tourism promotion: 

~ The government could not use variety of electronic media such as international 

broadcasting media. 

~ According to expells, the only means of international promotion tool is international 

trade fair. 

~ Until recently the promotion IS unilingual. Still the sector lacks well-trained and 

multilingual manpower. 

.:. Limitation of capacity: the government lacks capacity to cover the necessary development 

sectors. It gives priorities for basic social and economic issues such as education, health and 

agriculture. 

Low promotional effort has resulted in relatively low tourist flow into the city. This in turn is a 

threat for investors who engage in service provi sion . Since, one of the determinant factors for 

development of investment in one destination is the extent of customer or market size. 

43 



4.2.3 Investment for Tourism Education 

Obviously government is once again primarily the most responsible for fi nancing or at least 

organizing investment in these sectors. Formal tourism education fo r professionals and informal 

or awareness creations for all stakeholders are among the means of enhancing competitive 

tourism investment. 

Table4.7: tourism education and awareness creation level 

Statement Relative agreement MA 

SA AG NE OA SO 

F % F % F % F % F % 

I understand that Addis Ababa has 4 3.9 8 7.8 14 13.7 46 45 30 29.4 2.06 

ample and quality institutions of 

tourism education 

In Addis Ababa awareness 2 1.9 8 7.8 16 15.6 60 58.8 16 15.6 2. 15 

creation about tourism for people 

is done well. 

Source: complied from pnmary data 

Therefore, it needs a full hearted allention of the government for investment directly or by 

encouraging private organizations. 

Table 4.7 above contains questions about institutions of touri sm education and level of 

awareness creation about tourism business in Addis Ababa. As tbe table shows, with regard to 

institutions of tourism education, 74.4% of the respondents have showed th eir disagreement that 

Addis Ababa has not qualified tourism educati on institutions. In contrast, only few respondents 

(11.7%) agree that the touri sm education in the city is quality. The remaining 13.7% of the 

respondents are neutral to decide. Indeed, as we can understand from the mean average (2.06), 

the quality education in the city is at the low standard. The number of institutions is now 

increasing and at the same pace, the number of graduates is increasi ng. But the skill and 

knowledge of students does not qualify them to be the right people for the industry. As the 

interview with teachers indicates, the institutions lack in faci liti es for prac tical learning, So that 

the competition of the in vestment in the sector seems only for profit that can be generated . 
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Similar thing was realized regarding to the level of awareness of local peoples about tourism 

business. Table 4.7 reveals that 74.4% of the respondents disagree with the question asked about 

the awareness level. Some other 9.7% respo ndents answered by agree. Of course, Government 

not only needs to raise awareness of tourism investment facilitation - it also needs to explain 

why the investment facilitation avai lable will work, so as to convince industry to use it (The 

Allen Consulting Group, 20 11). As interview results indicated, the effort of government 

awareness creation is not reall y sounding to instigate the local people and the industry so as to 

have confidence of investing and operating in tourism sector. 

4.2.4 Foreign Direct Investment in Tourism iu Addis Ababa 

In the sector of tourism, fore ign direct investment is welcomed. But primarily the local 

government encourages domestic investors. Foreign investors are invited if local investors are 

not capable to do in the sector. However, still government knows the fact that domestic investors 

cannot provide competitive service. For instance, domestic. tour operators are criticized that they 

can' t give much variety of services based on the interest and demand of customers due to 

capacity limitation. 

Foreign investors are allowed to engage in star des ignated hotel s, special restaurants, lodges and 

tuur uperation services. On the other hand , still the following sectors are reserved for domestic 

investment. 

1. Hotels other than star-des ignated hotels, motels, pensions, tearooms, coffee shops, bars, 

nightclubs and restaurants (excluding international and speciali zed restaurants). 

2. Travel agency, commission agency and ticket offices . 

3. Museums, theatres and cinema hall operations 

4. Car hire and taxicab transport 

Table 4.8: the number of investment projects under operation (J 992-20J 0) 

Sector Type of investment Total 

Domestic Foreign 

Hotel 207 13 220 

Tour operation and travel 72 31 103 

agency 

Source: summary of EIA 
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As it is shown on the table 4.8. the involvement of foreign direct investors in the sector of 

tourism is low. What is funny is that the concerned bodies did not identify the foreign investors 

in their name. As it is shown on the table, for example according to ErA, the number of foreign 

projects in hotel under operation is supposed to be about 13. However, even Ministry of Culture 

and Tourism has no summary of the list of these hotels . Similarly, the numbers of foreign tour 

operators are reported to be 3 I. But not more than eleven tour operators are known by the 

ministry. This clearly shows that there is a high problem of coordinatio n and cooperative work 

among the government organs. 

4.3 Investment Incentives 

Ethiopia has no investment policy developed exclusively for tourism sector. The investment in 

the sector is run according to the general inves tment policy. The current/operational policy of the 

country was fi rst ratified in 1992 under proc lamation number of 1511992. The policy has been 

amended two times: the first amendment was made in 1996 under proclamation number37/1996 

and the second was made in 2002 under proclamation number 28012002. Amendment made late 

in 2003 has not been changed in to operati on. The investment policy of the country does not 

provide sufficient incentives in touri sm sector. Very few of incentives provided for this sector 

are discussed below. 

4,3,1 Types Incentives for Tourism Investment 

Table 4.9: level of incentive in lOurism ;nveslmenl 

Statement Relative agreement MA 

SA AG NE OA SO 

F % F % F % F % F % 

I recognize that there is no 18 17.6 42 41.2 10 9.8 20 19.6 12 11.8 3.26 

sufficient incentives for tourism 

investors in Addis Ababa 

Source: complied from pnmary data 
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Table 4.9 shows that more than half of i'espondents (58.8%) agree as the amount of incenti ve 

provided by government is not satisfactory. On the other hand, 31.4% of respondents answered 

by disagree. The remaining 9.8% or respondents have not recognized whether the incentive is 

sufficient or not. The mean average (3 .26) also shows the insufficiency of the incentive provided 

by government. 

Ethiopian government provides better investment incentives for exporting industries such as 

agro-processing and manufacturing. For example, the 5 year tax holiday is given only for the 

sectors of manufacturing or agro-industries which can expOlt about 50% of their products and 

can supply 75% of the products for investors who export products as raw materials. Therefore, 

there is no incentive of tax holiday for tourism investors. But according to tourism experts, 

tourism should be considered as exporti ng economic sector and in vestor of the sector should be 

given incentive of tax holiday like other sectors which export their product. Other developing 

countries of Africa such as Kenya and Malawi provide tax holiday/relief for tourism investors 

because the governments of these countries have nonetheless recognized the significance of 

tourism development. For example, Clear poli cy of touri sm promotion has been spelt out in the 

Malawi Growth and Development Strategy that the long term goal is to "increase the 

contribution of tourism to GDP from 1.8 percent to 8.0 percent by 2011. Kenya has also given a 

due attention for development of the sector and performing better in East Africa. 

According to different primary sources star designated hotel s, specialized restaurants and tour 

operators are the only sectors of tourism that are gi ven investment incenti ves . 

I. Star Designated Hotels and Specialized Restaurant~ 

According to Ethiopian revenues and customs au thority, star-designated hotels like other service 

providers can import the equipments and furn iture which have direct relation with their service 

provision duty free. The types of equ ipments and furniture are the following: 

A. PBX, cables and bed room phone crane. 

B. Bed and mattress based on the numbers of rooms 

C. Other facilities of bed room sllch as television, refrigerator (single), boxes , lockers, 

sofa (single or double), li ghting facilities . 

D. Facilities of reception room such as sofas, tables(based on the number of customers 

entertained) 
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E. Chairs and tables for kitchen room(per the number of customers entertained) 

F. Tents and umbrellas used arou.nd swimming pools 

In addition, star designated hotel s which have employees of 45-50 can import a bus with the 

capacity of 45 seats or two minibuses with the capacity of 12 seats. Hotels which have more than 

50 employees can import two buses or 3 minibuses. Based on the level of star one and two star 

hotels can import only one pick up and hotel s above two stars can impoll two pick up cars. 

Hotels can also be exempted to import construction materials such as construction and building 

materials, computers and other. Specialized restaurants are exempted to import capital goods too. 

II. Tour Operators 

Tour operators are exempted to import cars dUly free (up w three). In this sector, investors can 

import 3 station land cruisers but they should import the cars by one or two shipments. 

In general investors are not satisfied with the type of incenti ves and the regulation with regard to 

incentives. For example tour operators are restricted to li se their cars onl y for touri sm purpose. [n 

addition, the requirement for opening tour operation business is not easy for many in vestors 

because to start tour operation business one should have three 4WD or other cars that can be 

used for tour purpose. 

Other sectors of tourism investment in Addis Ababa are not given any type of incenti ves . 

Tourism sectors rather than star hotels, specialized restaurants and lO ur operators can get 

investment license from Addis Ababa Investment Agency. 

4.3.2 Subsidy and Aid for Domestic Investors 

Table 4.10: Government subsidy for domestic investors 

statement Response 

Yes No 

F % F % 

Have you got any subsidy from 49 57 37 43 

government to start business 

Source: complied from prImary data 

NA Total 

F % % 

0 0 84 100 

In relation to any subsidy provided by government for local investors the study reveals that 

majority of respondents (57%) have got financial incenti ve for their start-up business. Indeed, 

48 



development bank gives long term loan which can be extended 15-20 years at moderate interest 

rate (8.5%) which is lower than interest rates of other commercial banks In the country which 

ranges 9.5% to 11.5%. the loan serv ice is given for some sectors of tou ri sm such as classified 

hotels, lodges, resorts, restaurants and tour operators. Further, experts from development bank 

give technical support in the areas of record keepi ng, developing organi za tional structure, market 

research and promotion etc. 

To sum up, the amount of subsidy and aid of government for local in veslors is not satisfactory. 

Indeed, additional facilities are needed for di vers ifying the types of services that can be provided 

for customers. Touri sm expells recommend that government should coord inate support for 

establishment of additional galleries, exhibition centers, museums, shopping centers, recreational 

parks, libraries, film industries and other service providers and entertainments. 

According to experts of the profession, film industry has hu ge contribution for attracting to uri sts 

in the destinations. In the case of Addis Ababa there is no sign ificant in vestment in this industry. 

The producers are not well organized in their profession. Moreover. films are produced mostly 

by local language with the exception of some sub-titled films. The interviewee has underlined 

that in Ethiopia film production is not knowledge based due to lack of film schools in the city. 

But giving support for profess ionals and dri ving the attention of in vestors may enhance film 

industry in the country generall y and in Addis Ababa specifi cally. 

4.4 Challenges of Tourism Investment in Addis Ababa 

In this part the researcher has discussed the chall enges of tourism investment in Addis Ababa. 

Specifically, challenges related with political and economic conditions, administrative 

inefficiency/bureaucracy, and infrastruclural and other problems have been anal yzed in detail. 

As Addis Ababa is the capital of the country and cen ter fo r international conferences, it is 

expected to be outfitted with the necessary public and touri st infrastructures and facilit ies. A 

tourist facility in the city is still at its infant stage. Pmticularly, the city lacks star-designated 

hotels which are very important for internati onal tourists. Moreover, other service providers of 

tourist facilities are not well organized and integrated. 
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In some part of the city, road transportation is not still up to standard even though it is underway 

of improvement. Capital cities of many African countries are networked by rail transportation. 

Addis Ababa, a capital city not only for Ethiopia but also for Africa has not rail way access. 

Because of its significance for international meetings, Addis Ababa bears remarkable potential of 

conference tourism. The city has also much to gi ve for its customers. Since, it has many cultural, 

historical and natural tourist attractions that can give good experience of visitors if they are 

developed as tourism products. However, those resources are not well protected/preserved, 

promoted and are not bundled well as touri st products to make them ready and open for 

customers. 

Administrative structure of tourism in the city is too late to make the sector institutionally strong 

for sounding achievement. For example, let alone Addis Ababa, Ethiopia is one of few countries 

in the world that has not Touri sm Board. Due to this the development of touri sm is too stagnant. 

Addis Ababa was also compelled to taste this fate, not having strong institution for exploitation 

of tourism business. 

4.4.1 Impact of Regional Political Condition 

Table 4.11: Impact of Regional Political condition for tollrism investmem in Addis Ababa 

Statement Relative agreement MA 

SA AG NE OA SO 

F % F % F % F % F % 

In my view, Ethiopia is not 16 15.6 8 7.8 8 7.8 40 39.2 30 29.4 2.40 

politically stable country for 

tourism investment 

I believe that instability in the 8 7.8 24 23.5 14 13.7 40 39.2 16 15.6 2.62 

hom of East Africa has affected 

tourism investment 111 Addis 

Ababa 

Source: compIled from prImary data 

Since, on one hand, realization of private in vestment may encounter various constraints and 

limitations, such as general lack of capital. fear for low profitab ility of invested capital , fear for 

political instability, lack of infrastructure in the destination, absence of social services and skilled 
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labor (Dimitris, Aimilia and George, 2005). On the other hand, the public sector by itself may 

lack capacity to raise funds for investment/or and may give a margin of its attention for 

investment. 

Table 4.11 consists of two questions with regard to the environment of political condition in 

Ethiopian and East Africa and its impact on tourism investment in Addi s Ababa. As it can be 

seen from the table, 39.2% of respondents disagree with an idea Ethiopia to be politically 

unstable country for tourism investment. Simi larly, 29.4% of respondents strongly disagree with 

the same idea. On the other hand, 15 .6% the respondents strongly agree and 7.8% of the 

respondents agree with the above statement. Tlle rest 7.8% of the respondents have no idea 

whether Ethiopia is politically stable or not. The mean value of the response (2.40) shows that 

really Ethiopia is politically stable country. Many of interviewees confi rm that now Ethiopia is 

the country in the East Africa with better politica l stability and becoming among top destinations 

of investors in Africa. But the respondents have indicated that some reports in the border areas 

with Eritrea and Somali can develop suspicion on the views of investors, specifically foreign 

investors are sensitive for this si tuation . Indeed, due to the nature of the sector even domestic 

investors have fear about the impact of any image problem of the country on their business . 

On the other hand, with regard to the effect of political instability in the horn of Africa, majority 

of respondents (54.8%) disagree with the idea that states political instability in the horn of Africa 

has affected tourism investment in Addis Ababa. On the other hand 3 1.3% of the respondents 

agree that the instability in the horn has an effect on the flow of tourism investment in the city . 

The rest about 13.7% of the respondents did not totally notice the effect of instability on tourism 

investment of Addis Ababa. Indeed, the mean average (2.62) shows that instability in the horn of 

Africa does not significantly affect touri sm investment in the city . 

As interview result indicates that in East Africa there is political instability. Ethio-Eritrea 

discontent and the movement of AI-shabab, the wing of AI-Qaeda are the main threats of 

stability in the horn of Africa. But these are not remarkable enough to affect in vestment in Addis 

Ababa specifically, and in Ethiopia at large. Indeed, the Horn of Afri ca is still seen as a region of 

instability and terrorism. 

To sum up, the CUlTent political situation of the country internally and instability in the Horn of 

Africa is not a major threat fo r Eth iopian tourism investment. According to their views, the 
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investors have a confidence on the government' s tight control of any upheavals. But the scar of 

previous negative image once inculcated in the minds of foreigners has still a negative impact 

not only on the tourism investment, but also on the general investment (of the country. 

4.4.2 Institutional Framework and Bureaucracy 

Investment environments such as the all eviati on of admin istrative regulations, efficient support 

for information materials, a one-stop service etc are very important for fast and efficient 

customer service. In addition, activities such as related research, preparation for effective 

strategies through policy evaluation and establi shi ng simple and transparel1llegal framewo rk are 

also crucial. 

Table 4.12 depicts that 68.6% of respondents agree that there is lack of coordination among the 

government bodies due to lack of clear and stand ardi zed regul ations accepted by all departments 

and staff members. Only about 17.6% of respondents disagree with the above idea. 11.8% of 

investors are indifferent to recognize coordinati on problem. Further, the mean average of the 

response (3.73) indicates that investors have reali zed coordinati on problem among the 

departments of government offices. 

Table4.12: Challenges related wilh admil)istrative in~fficiel1cy 

Statement Relati ve agreement MA 

SA AG NE OA SO 

F % F % F % F % F % 

I understand that there is conflict 40 39.2 30 29.4 12 11.8 14 13.7 4 3.9 3.73 

between government departments 

due to lack of clear and 

standardized regulations 

I understand that in Addis Ababa 24 23.5 46 45 12 11.8 16 15.6 2 1.9 3.59 
there is no coordination between 
government offices & private 
organizations to enhance tourism 
investment 
I know that the government 's 32 3.1.4 28 27.4 28 27.4 8 7.8 4 3.9 3.59 
implementation capacity is 

inadequate for tourism investment 

Source: compIled from pnmary data 
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This was witnessed by the fact that employees alld even heads don ' t have full in formation about 

what is being done in other department within the same institution or with other governmental 

organizations . According to respondent 's view, changes on the rules and regulation of the 

government offices have aggravated the problem of confusion to a common understanding 

among the employees of different government bodies . Moreover, different concerned 

government bodies have not regular meetings and discussions for harmonizing their services . 

The most common and chronic problem accordi ng to the respondents is that loose or no 

integration among different government institu tions . 

Table 4.12 also reveals that majority of investors (69.5%) agree [hat the government has no good 

coordination with private sectors in tourism industry. Paradoxically, some 17.5% of the 

respondents disagree to say government has no coordination with private sector. Some other 

11 .8% of the respondents could not decide on the absence of coordination. In general, the mean 

average (3.59) reveals that government has no good coordination wi th private sectors for 

enhancing tourism investment. On the other hand, interview with experts shows that in addition 

to lose coordination between government and pri vates sectors, the cooperation and coordination 

between local communities(handicraft producers) and private sectors is still superficial. For 

example, traditional handicrafts in Addis Ababa have no good contact with mega-projects slich 

as hotels and tour operators. This in turn indicates that the government is not effectively doing on 

linking local tourism product producers with large supplier..; such as tour operators and hotel s. If 

the link was good, it could have been a good opportunity and input fo r big investors for 

providing competitive service. Since, it gives a chance for the investors to bundle Handicrafts, 

other local creative products, performing art s and entertainment services, which cou ld have 

helped to make producers creative and innovati ve. 

Now there is a good start by different government projects sllch as Eth iopian Sustainable 

Tourism Development Projects (ESTOP) mostly working outside of Addis Ababa in regional 

states (mainly in southern region, Tigray and Amhara regions) in improving the link between 

tourism industries and traditional handcraft men for enhancing investment on local resources . 

The ESTOP also gives training for local communities abo ut cOllllllunity based ecotourism. Addis 

Ababa has also many opportun iti es to enhance local investment. But even ESTOP and other 
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government run projects are mamly working in regional states and there are no well organized 

activities to facilitate local small enterprises and hand icraftsmen. A, an interv iew result with 

weaving industries in Shiromeda indicates that the government ' s role for linking the industries 

with NGOs is not encouraging. Indeed, weav ing industries in Addi s Ababa have great potential 

for attracting investors as their product (differe nt tradi tional clothes) attract touris ts in the city. 

In relation to the implementation capacity of government, 50.9% of respondents agree that the 

government has inadequate capaci ty for implementation in the operation of touri sm investment. 

On the other hand, (1 1.7%) of the respondents disagree with the statement. The rest 27.4% of 

respondents could not decide on the implementation capaci ty of the government. Further, the 

mean average (3 .59) depicts that the government has hi gh problem of implementing its promises. 

The implementation problem of go vernment is affec ted by all ocation of lo w budget for the sector 

and lack of well trained and motivated manpower. Many training programs and promotional 

activities are suspended due to lack of financial constraims. Experts view ind icates that for 

example the budget allocated for touri sm cannot ensure competiti veness of the sector as 

compared to other good performing Afri can countr ies such as Kenya and Egypt. The government 

plans to make Ethiopia one of the top fi ve tourist destinations in Afri ca in 2020. But the 

implementation capacity of the government does not commensurate with it s plan. 

4.4.2.1 Government Offices 

To investigate the admini strati ve ineffi ciency and bureau cratic problems, the researcher has 

selected some government offi ces and raised questions fo r in vestors and interviewed as well. As 

it is illustrated on table 4.1 3, investors were asked abou t their feedback whether they are sati sfi ed 

by the services provided by GOs. 

ADDIS A BAllA UNIVERSITY 

AKAKI CAMPUS LlllHARY 
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Table 4.13: whether respondenls are satisfied hy services ofgovernmel7t offices 

Organizations Response 

Yes No NA Total 

F % F % F % % 

Are you satisfied by the service of 30 29.4 42 41.2 30 29.4 102 100 

Ethiopian Investment Agency 

Are you satisfied by services of 24 23.5 48 47. 1 30 29.4 102 100 

Ethiopian Custom Authority 

Are you satisfied by services of 38 37.3 44 43. 1 22 2 1.5 102 100 

Ministry of Culture and Tourism 

Are you satisfied by the Addis Ababa 16 38.1 24 57. 1 I 2.4 42 100 

city Government Land Administration 

Source: compl ied from pnmary data 

As table 4.13 shows, 29.4% of respondents are satisfied by the service of Ethiopian Investment 

Agency. The other 41.2% of respondents answered that they are not satisfied by servi ces 

provided. The rest 29.4% have no idea on the quality of service provided by the office . 

Particularly the foreign investors are not sati sfied with the service provided hy the agency. 

One of foreign tour operators has put the following statement: 

"There is lack of information about which process to follow and there is no facility for 

foreigners . " 

On the other hand, the other investors, pal1icularly domestic in vesto rs have good impress ion for 

the agency's services. Others have also po in ted out as there is a good progress on the service 

provision. Indeed, one of the domestic investors has put hi s beau tiful view point as follows: 

"The office cooperates for giving information about all the investment opportunities without any 

hassle." 

On the other hand, the other domestic tour operator has put his complaint as follows: 

"The incentive given by the agency is not enough. In fact it has allowed three modern 4WD and 

Bus vehicles. But the cars are allowed only for tour operation activity. This is too restrictive 

regulation even though the implementation is doubtful again." 
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An interview conducted with the investme nt agency shows that the agency by itself believes that 

there is a need for improvement of service. For example, it has confessed that under Ethiopian 

Investment Agency, there is nO support center of service for specific investment sectors like 

tourism. Service is given by general service center named as depaltment of agriculture and 

service sectors. Addis Ababa Investment Agency has also admitted that the agency could not 

undertake effective and well-timed follow up due to lack of manpower in the sector. 

Another complaint of investors was about delay of service. According to the client chait of EIA, 

time to be taken for gi ving specific service has been fi xed. For example, time to be taken for 

issuance of investment License (both new and expansion) is four hours and for issuance of 

renewal of license (both new and expansion) is one hour. Many investors agree with above time. 

Nevertheless, according to some respondents , the time taken for getting the above mentioned 

services was too long which delays up to .three months. This ind icmes there is a need to improve 

much to provide fast and efficient service. 

We can conclude that the agency has improved its performance regardless of some pitfalls. But 

foreign investors' response indicates that the qual ity of service is low. This may be as compared 

to services provided by in vestment commissions of other countries where not only efficient 

administration but also sufficient incentives are provided in order to draw attention of investors. 

With regard to services provision of Ethiopian Revenue and Custom Authority (EReA), 

investors have reflected their dissatisfacti on (47. 1%). On the other hand, 23 .5% of the 

resp,ondents were satisfied by the service. The rest 29.4% of the respondents are indifferent or 

could not decide up on the quality of the servi ce. 

Some respondents claim that the service provision process is not modern and efficient. 

Therefore, the office should improve the process that the customers pass through to get service. 

One of the respondents has put the foll owing comment: 

"The service provision process of custom duty is /lot well organized and not computerized so 

much that they take more time for check up and proper work. " 

The suggestion above shows that the time taken for getting service from custom duty is long. For 

example, clearing imported goods from customs authority may take more than a month. 

According to the expert from this office, the cause for delay of service is that even though there 

=6 



< 

is a good start, the office is not well networked for accessi ng information with other staff and to 

provide fast and efficient service for customers. 

What we conclude here is that the bureaucratic tape with insuffi cient incenti ve can worsen 

dissatisfaction of investors and may lead to hindering situation of investment in general. 

Another respondent also suggests that 

" j am not happy with the approach of cUS/OI11 duty rowanls cusrolners; the relalion between its 

employees and customers seems the relation be/ween police and /hi~f As a result we could not 

do in cooperation with the office. " 

As we can understand from the above response, there is no good customer care service which 

shows lack of good professional ethics among the employees. 

Another governmental body that provides very crucial service is Ministry of Culture and 

Tourism (MoCT). As table 4.5 reveals 43. 1 % of the respondents claim that the service in the 

Ministry of Culture and Tourism was not 'good for them. 37.3% of the respondents were satisfied 

by the service. The remaining 2 1.5% of the respondents have not given their answer. Even 

though there is an improvement on the style of service provision, according tb the respondents, 

there are many things to be improved through time. 

A foreign tour operator has said that MoCT does not give SUppOI1 for promotional activities. This 

idea was confirmed by interview result of key informant from the mini stry itself; tour operators 

cannot afford to participate in international trade fai rs. But the Ministry must involve tour 

operators in international trade fairs; thereby operators can get an opportunity for promoting the 

country and themselves. 

The respondents have also pointed out that Min istry of Culture and Touri sm has to do a lot to 

provide a satisfactory service for its cu'stomers, For example, the o ffi ce could not complete 

standardization for classification of hotels into star and other levels. Due to thi s it could not 

identify hotels with better and/or worst performance. Hotels with better performance and which 

deserve high standard of class ification have grievance on the inabi lity of the ministry to do 

things on time. During the time of thi s study , indeed, the hotel classification process was 

underway. 

57 



The last governmental body about which investors were asked about was Addis Ababa city 

Government Land Administration (AACGLA). This question concerns only hotels because tour 

operators don't need to get service of land administrat ion for their investment because currently 

most tour operators in Ethiopia have liot that much expanded business for laking land for 

construction. As it can be recogn ized fro m the table 4.5, 38. J % of respondents answered as they 

were satisfied by the service of Addis Ababa City Governmel1l Land Administration. On 

contrary, majority of respondents (57 .1 %) have answered no for the question rai sed. Really, it 

does not need to be doubtful to comment the service of this office. The respondents have 

expressed it as the worst offi ce in Addi s Ababa in its service quality. Investors extremely 

criticize the bureaucracy of the land admi nistration office. One of the respondents has given the 

following comment 

"The office of land administration is the most problematic governmental office; why? for 

example, one boss postpones a .firsl conract of clIstomer at least for a week , th e worSl th ing is 

that he/she may be at a meeting or wherever else when the cuslomer comes on appointment. " 

So that land acquisition process in Addi s Ababa is problematic and the investors have not good 

attitude towards the office. Accordin g to in terview conducted with the office, the reason for low 

quality (particularly delay) of service provision can be divided infO two: namely, intern al and 

external. 

Internally: particularly for mega projects (such as hotels with four stars and above) which are 

allowed to take land by initial negotiating cost, implementation may take time because it is 

implemented based interest and proposal of investors. For example, unfortunately the land of 

interest may not be ready to be given directly to the in vestors . This in turn leads to conducting 

environmental impact assessment to ensure whether it affects the li ving condition of local 

people; appropriateness of the place for investment. If the land proposed for investment is 

occupied by local dwellers, it may neeel. to relocate locals to another place. Therefore, in thi s 

case, there is no time speci fied for land acqu isition and it may take long time for getting land. 

This provision of land at in iti al cost without bidding is given as an incenti ve to encourage big 

projects but the complicated process has dimin ished the objective of the office. On the other 

hand, relatively small projects (for example. hotels with three stars and below) can gel land 

already reserved through bidding within short period of time . . 
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Externally: the process of land provision IS not completed under the authority of land 

administration. It should be dealt by Land Development and Administration Board for approval. 

The completion of this process may take a lot of time. Another external hindering factor of 

service provision may be created from the side of investors themselves . For example, many 

customers don't fulfill the necessary documents (i.e. investment license, qualification) which are 

prerequisites for getting land . 

Ethiopian government's policy does not allow land free of charge fo r investors; land provision is 

on the lease hold basis which can be extended 50-99 years. Consequently, this is another 

discouraging factor for investors because investors have complaint on the land lease policy of 

Addis Ababa: the lease rate of Addis Ababa is considered to be high. Furthermore, banks don't 

accept lease as security/collateral for loan prov ision. Another mai n source of complain is the plot 

of land given for investors lacks infrastructures for starting business and even the office by itself 

believes that the office undertakes weak fo llow-up on the investors that have taken land. Due to 

the problems mentioned above particularl y fo reign investors will turn their face to other 

countries with better land administration policy. 

Addis Ababa has its own master plan. Accordi ng to an expert from AACGLA, the land area of 

the city is divided into: the land reserved for local development projects. land for residence and 

the land reserved for industry. But there is no land specificall y reserved for tourism investment. 

In fact, in the city tourism is one of the major investment sectors. 

In general, the office is developing new and modern system of land admin istration for improving 

its service but during this study the new system was not app lied. 

What the researcher could understand from survey is that most of fore ign investors are not 

satisfied by the services they get from the abovementionecl offices and even they gave extreme 

criticism on the problem of bureaucracy, particularly on servi ce provi sion of land administration. 

Relatively, domestic investors have refl ected that they are satisfied. This implies that the level of 

service quality is not competitive as compared to other countries. Thi s in turn has a negative 

impact the investment flo w into the city. 
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4.4.3 Public and Tourist Infrastructu res 

Among the specific internal economic challenges and conslraints that were identified by private 

investors during the field mission to Ethiopia (UNCTO, 2002) is the comparatively poor 

infrastructure in many parts of the coun try, especially in relation to transportation, power and 

telecommunications. 

One of the characteristics of tourism in vestment is its dependence on supporti ng infrastructu res 

(such as railway, roads, air and sea pon s, electricity, water supply communication etc) (The 

Allen Consulting Group, 201 1). 

Table 4.14 Constraints-related with public alld to" riSI infrast ructures and faci lities 

The following Relative agreement MA 

infrastructures are not 

sufficient in Addis Ababa SA AG NE OA SO 

F % F % F ')C F % F % 

Road 32 3 1.4 60 58.8 - - 2 1.9 2 1.9 3.88 

2.9 -- - -
4~69 Rail way 48 47. 1 44 43. 1 3 - t 0 .98 

Air port 14 13.7 18 17.7 16 15.6 48 47. 1 24 23 .5 2.98 

Electricity and Water 44 43.1 44 43.1 7 6.9 3 2.9 2 1.9 4.08 

supply 

Communication(telephone 43 42.2 30 29.4 10 9.8 12 11. 8 2 1.9 3.75 

, fax , internet, radio and 

TV etc) 

Tourist information center 50 49 37.3 35.3 6 5.9 4 3.9 4 3.9 4. 10 

Financial facilities(bank $ 32 3 1.4 36 35.3 12 11.8 16 15.6 4 3 .9 3.49 

insurance, microfinance 

Health and security service 16 15.6 32 3 1.4 14 13.7 30 29.4 10 9.8 3.05 

Source: complied from pn mary data 

Yet, the investment in develop ing or upgracli ng such infraslruclure is outside the control of 

tourism operators, such infrastructure does not so lely support touri sm and tourism may not be the 

most commercially attracti ve market that the infrastructu re serves . But because of their 

decisiveness, the researcher has included in th is st udy. 
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Table 4.14 shows the constraints of infrastructures. Addis Ababa has not many alternatives of 

road transportation. Buses and taxies are the dominant modes of road transportation mainly used 

by residents of the city. As it can be seen from the table majority (90.2%) of respondents agree 

that in Addis Ababa there is problem of road infrastructure. Only 3.8% of respondents di sagree 

with the idea that Addis Ababa has road constraint for enj oyable tourist service. Generally, the 

mean average (3.88) reveals that investors perce ive that road transportation is not sufficient for 

operation of tourism business. Indeed, th is not something to be surprised because Addis Ababa is 

a hub of transportation in the country. Even though there is expansion of roads in the city, due to 

rapid increase of vehicles, roads are too crowded in the center of the city. The quality of roads is 

relatively better in the region of in ner city. Roads that link to expansion areas and tourist 

attraction around the city are not up to the standard . The poor integration between designs of 

waste disposal system and road construction has created high problem of sanitation in the city. 

Tourists suffer from bad smell and in some parts of the city by overcrowding of pedestrians 

during walk. Even though in the city walking is the main means of transportation, there are no 

walkways over a large length of road network (Mintesnot and Takano, 2007). In some parts of 

the city drivers are obliged stop for long time due to high overcrowding especially around 

kasanchis, Piazza, Mexico, Qera and Kality resulted from narrowness of the roads (observation). 

What will happen if fleet of cars increase above th is? The city has no sufficient number of touri st 

taxis; there are about 121 touri st tax is in the city more than 98% of which serve in Bole sub-city. 

Due to this, independent tourists suffer from impolite approach and inappropriate cost of local 

taxi drivers. Bicycling is not also widely used in the city due to difficult topographic structure of 

the city. Many drivers of the city don 't go in line wi th traffic regul at ion which indicates that 

irregular actions of drivers have worsened the problem. However, relatively, overcrowding is 

common in capital cities in the world even in developed countries as wel l. Addis Ababa is also 

experiencing the same situation. The good news is that now in the city road construction is 

rapidly expanding and construction of many standardized roads is underway. Therefore, 

improvements are expected to be met in the near future. 

With regard to rail way , similarly, 90.. 2% of responde nt s agree th at absence of rail way 

transportation in Addis Ababa has contributed for low performance of tourism investment. 

Surprisingly, only about 0..98% of respondents answered by di sagree. The mean average (4.0 I) 
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represents that the need for rail way construction in Addis Ababa is hi [;hl y demanded. According 

to tourism experts, the city needs rail way network to connect the city with main tourist sites of 

the country. Lack of optional transportation like railway has affected both domestic and 

international tourism of the country. 

The table also depicts that the city faces the constraint of water suppl y and electric. 86.2% of 

respondents agree that there is insufficiency of water supply and power. Especiall y, hotel owners 

complain as they face reCUITent cut of power and they are obl iged to spend addi tional expense of 

purchasing generator and other sources of energy for their food preparati on. According to recent 

studies, regardless of the potential of the city for water supply, the average water supply 

coverage of the city is fo und to be 16.65/literlperson/day which is much lower as compared with 

money other developing cities (Welday, 2005). 

In relation to the level of communicati on, 7 1.6% of respondents answered by agree to indicate 

that communication service in the city is poor. About 13.7% of respondents answered by 

disagree. The rest 9.8% of respondents are neu tral. But the mean average (3.75) points out that 

Addis Ababa is constrained by com lllunication facili ties. For example, among communication 

sectors, the telecommunication service is not suffi cient for fast and many international calls . 

Since, the country has among lowest telephone mainlines per 1000 people in Afri can standard. 

Likewise, the internet access even in the capita l city is ineffective enough and which is time 

consuming. In fact Ethiop ia has one of the poorest internet accesses in the world. A constant 

grievance heard in Addis Ababa has been the persistent problems experienced with in ternet 

connectivity. According to experts, Customers of the sole internet prov ider Ethio Telecom often 

complain about various elements of internet service in the coun try including the slow speed of 

the connection, constant breaks in service, and ineffecti ve customer service. Not only is the 

connection speed very slow, but Ethio Telecolll does not provide the speed of connection 

subscribed for. 

Another area of high constraint of tourist faci lity in Addis Ababa is lack of tourist information 

center. As we can see from table 4.7,86.3% of the respondents agree that Addis Ababa lacks 

tourist information centers. Only abo ut 7.8% answered by disagree. The rest 5.9% of respondents 

are neutral. Indeed, the mean average (4. 10) depicts that Addis Ababa lacks tourist information 

centers. The city has only one to urist information center which makes that it is at low 
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performance when it is compared with its contemporary citi es Na irobi with 50 to urist 

information centers and London 700 touri st information centers (interview resu lt). 

Other facilities that are essential and which are used for enhancing tourism investment are 

financial facilities . Table4.14 shows that 66.7% of the respondents agree that Addis Ababa has 

not sufficient financial insti tutio ns. However. about 19.5% of the respondents disagree. The rest 

, 11.8% are neutral to decide on the suffic iency of financial fac ili ties. The mean value (3 .49) 

ensures that Addis Ababa has not sufficient financial fac ilities. Indeed, accord ing to government 

sources fundamental reforms have been implemented in the financial sector and in monetary 

policy. Private sector fi nancial insti tutions are now perm itted to operate, although the sector is 

still closed to foreig n investors. Now there are four govern ment banks, e leven private banks and 

eleven private insurance companies in the country. 

I 

The study also shows that the need of morc effort on improving the heal th and secu rity service in 

the city. 47% of the respondents agreed for the need of increasing the fac iliti es of health and 

security. Unlike for other facilities and infrastructures, in thi s case substantial proportion of 

respondents (39 .2%) answered by disagree. The remai ning 13.7% of the respondents are neutral. 

Anyways the mean value (3.05) indicates that health and security facili ties are insufficient to 

provide quality services. But here, the researcher has gotten that the average answer of 

respondents contrasts when com pared with the result of observation and views of interviewees 

about the reality of the city in re lation to· safety. Many experts bel ieve that Addis Ababa is one 

of the safest cities in Africa. Government also clai ms th at there is a comparati vely safe and less 

corrupt business and social environment which stands ou t in stark con trast to many other 

countries and a generally fri endly and helpful atti tude to foreigners. Indeed, Health facilities in 

Addis Ababa are limited and are generall y inadequate outside the capital. There is a shortage of 

physicians, emergency assistance, Psychiatric services and med icati ons are practicall y 

nonex istent (atlas international, 20 11 ). 

4.4.4 The Macroeconomic Situation in the Country 

The situation of macro economy has influence on the tre nd of investment. Pursuing sound 

macroeconomic policies geared to sustain high economic growth and employment, ptice stability 
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and sustainable external accounts is used to improve the climate of investment (Vicini, 2005). 

Ethiopian government claims that it is on the right track of achieving good macroeconomic 

success (Investing in Ethiopia, 20 11). The report states as 

Ethiopia qualifies as a durable African success story, thanks to sound macroeconomic 

fundamentals and a government that prioritizes broad-based development. Since the mid-2000s, 

( it has ranked among the five fastest growing economies in the world. This impressive expansion 

- primarily the result of good planning - is expected to continue over the coming years, thus 

providing healthy returns to prospective inves10rs. 

The government is taking concrete measures to shift the economy towards an even higher growth 

trajectory by further integrating all federa ted stales into the developmenl process through sound 

social and economic policies, as well as encouraging mega investments in the coming years. 

But the reality of macroeconomic situation of Ethiopia is not that much stable for investment 

regardless of the government 's dedi cation to handl e the problem of instab ility. According to 

experts interviewed (economists), macroeconomic situatio n may become uncontrollable for 

governments. This is what is happening in Ethi opia currentl y; fore ign excha'1ge, inflation and 

salary of employees are not in a stabili zed manner. Tourism investment in Addi s Ababa could 

not escape this situation. This has been observed by the follo wing ev idences: 

Inflation: While the overall inflation rate had closed at 40. 1 % in September 2011 , there was a 

volatile trend over 201111 2, with fall ing to close at 17.7% in January 20 11 , then ri sing to 32% in 

January 2012. 

Although some factors responsible for this volatili ty may have been beyond the economy's 

control, such as increases in price of imported oi l, there are ma ny factors wh ich cou ld have been 

arrested, such as increases in salaries of teachers and other civil servants. If the current situation 

of inflation could not be stabilized, it will have an intluence on th e trend of private sector 

investment. 
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Table4.15: The influence of (he currem injlation problem 011 rourisJ'1'/ ;nve.wl1enr 

Statement SA AG N DA SD MA 

F % r % F % F % F % 

In my view, the current inflation 10 9.8 38 37.3 32 31.4 20 19.6 - - 3.24 

problem has a negative effect on 

tourism investment in Addi s Ababa 

Source: compIled from pnmary data 

As it is depicted on table 4.15. 47.1 % of the respondents agree that the current price inflation 

problem in Addis Ababa has affected tourism investment. On contrary, only about 19.6% of the 

respondents disagree that the price inflation has an effect on tOuri sm investment. The rest 31.4% 

the respondents are neutral with regard to effect of price inflat ion on in ves tment. The mean of 

the responses (3.24) generall y shows that really, inflation has affected tourism investment in 

Addis Ababa. To assess the current· situation of inflation , the researcher has conducted 

interview with restaurant owners with regard to effect of the current inflat ion on their businesses. 

According to them, the oscill ation of price part icu larl y on food products has made their business 

unpredictable . Moreover, according to the report of Central Stat istics Agency (CSA), 

predominantly the reviewed report of CSA indicates that with a little oscillation, both food and 

non-food inflation is continuous ly ris ing. 

According to the report of the agency, the September 20 I I general year on year inflation has 

increased by 40.1 % as compared to the one observed in January 20 I O. The year on year food 

inflation has increased by 5 1. 3% in September 20 1 I as compared to the one observed 111 

September 2010. Indeed, the rate of food inflation in Addis (23. 1 %) is relatively low as 

compared to the country level. 

According to the report of the agency, the Jan uary 201 2 general year on year int1ation has 

increased by 32.0% as compared to the one observed in January 20 II. Simi larly the year on year 

food inflation has increased by 4 1.4% in September 2012 as compared 10 the one observed in 

September 2011. The rate of food in flation in Addis Ababa has increased by 29.7%. 

As the report above indicates the rate of inflation year on year is increasing at decreasing rate. 

For example, the rate of annual inflation in 20 I I was 40. 1 % but the rate has decreased to 32.0% 
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in 2012. But still it has become a threat for investors and other small enterprises to develop 

confidence on their business operation. 

The trend of general price indices in Addis Ababa on monthly base and yearl y base has been 

revealed on figure 4.4 and figure 4.5 respectively. As it can be seen from the figures, the price of 

goods and services increases continuously but may be the rate is increasing at decreasing rate. 

This has made that future is uncertain for investors. 

250 

200 

x 

" 150 ... 
.5 

" ~ 100 
a. 

50 

0 

Fig4.4. Trend of general price index in Addis Ababa on yearly base (2007-20 II ) 
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Interest rate: rate of lending interest provided by Development Bank of Ethiopia (DBE) is 

considered to be very soft for investors. According to an interviewee expert, Ethiopia is lending 

for investors at low interest rate as compared to the rate of other counties. The development bank 

gives long term loan at rate of 8.5%. So that it is not threatening for investors. Other banks of the 

country provide loan at rate of 9.5%- 11.5% in the short term period. From tourism industry, star 

designated hotels, specialized restaurants and tour operators get long term loan from 

development bank. Therefore, the situation of interest rate is not significant for current problem 

of investors. 

Exchange rate: Oveltime, the Ethiopian Birr has depreciated relative to international currencies, 

from 8.5 to the US$ in 2008 to about 17.43 to the dollar over 2012. The exchange rate is 

continuously rising and this encourages foreign investors to come to Ethiopia. However, this 

continuous rising and instability of exchange rate hits local investors. Since, the devaluation of 

Birr has aggravated inflation and made the price of raw matcria ls un predi ctable for investors. It 

is therefore, necessary for the Government to maintain good relations with internati onal lenders 

in order to arrest the instabi lity of Birr. 

GDP percapita income: according to the economics experts, Ethiopia is one of the poorest 

countries in the world where majority of citi zens can' t afford for recreational activities (travel). 

Similarly, majority of residents of Addis Ababa are under poverty line. Despite the large 

67 



population, local residents of Addis A baba have no power to afford for recreational activi ties and 

. cannot be potential customers in standard hotels and restaurants. The ri sing of inflation ra te in 

the city has also diminished the purchasing power of residents. Therefore, the contribution of 

local community for tourism investment is too low 

4.4.5 Other Hindering Factors of Tourism In vestment in Addis Ababa 

For convenience in this study the researcher has included the following factors of tourism 

investment under thi s sub-title. These include: competition, promotional problem, corruption, 

taxation and shortage of trained manpowerlinstitut ional infrastructure. 

Table 4.16: Other hinderingfaclOrs of tourism investment in Addis Ababa 

Statement Relative agreement MA 

SA AG NE DA SD 

F % F % F % F % F % 

I know that the competition from 13 12.7 19 18.6 20 19.6 37 36.3 17 16.7 2.85 

neighboring counties' cities has 

affected tourism investment in 

Addis Ababa 

recognize that in Addi s Ababa 20 19.6 30 29.4 36 35.3 12 11.8 4 3.9 3.42 

here is problem of cOITuption in 

overnment offices that provide 

ervices for investors 

I understand the image of 16 15.6 34 33.5 20 19.6 20 19.6 14 11.7 3. 15 

Ethiopia with foreign investors is 

negative 

Addis Ababa has no sufficient 26 25.5 46 39.2 16 15 .6 12 11.8 4 3.9 3.50 

number of trained manpower 

I believe that in Addis Ababa the 10 9.8 8 7.8 32 31.4 46 45 4 3.9 2.61 

government tax is not appropriate 

for investor 

Source: compIled from prImary data 
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As table 4 .16 illustrates a little bit more than half of the respondents (S3%) disagree that the 

competition of other cities is not the main problem for enhancing tourism investment in Addis 

Ababa. However, about 3 J .3% of the responden ts answered by agree. The remaining J9.6% of 

respondents are neutral. FUlther, the average mean value (2.8S) dep icts that competition from 

neighboring cities does not significantly affect tourism investment in Addis Ababa. According to 

interview with EIA, the reasons for tourism investment incompetency of Addi s Ababa are low 

promotion of the sector and the scar of negative image of the country. Moreover, 

underperforrnance of governmental offices establi shed under proclamations and loose integration 

of these government organs has led to inefficiency of attracting foreign investors or inspiring 

locals to engage in tourism investment. 

Interview result also confirms the above result that many respondents argue that Ethiopia has its 

own specialties for attracting touri sm investors. Since, spec ificall y among competitor cities of 

Addis Ababa, both Nairobi and Dar Salam attract tourists which are more of nature lovers. On 

the other hand, Ethiopia has its own comparative advantage on paleontological, cul tural and 

conference touri sm. Therefore, Ethiopia has its own special pull factor of investors. Of all types 

of tourism in the country, Addis Ababa has huge potenti al in confere nce tourism. So that 

competition from neighboring cities is not the major problem fo r underdevelopment of touri sm 

investment in Addis Ababa. 

With regard to corrupti on problem in govern ment offices, 49% of the respondents agree that 

there is corruption in governmental offices for getting services . On the other hand, about IS.7% 

of investors have not recognized the problem of corruption. 3S .3 % of the respondents have no 

idea for deciding whether there is a corruption problem or nJt. In fact, the mean average (3 .42) 

indicates that investors have encountered the problem of corruption. Fo r instance, foreign 

investors have a complaint on the part iality of government offices fo r local investors. Thi s is 

witnessed by the following speech of a foreign in vestor: 

"In government offices and agencies, the corruption / recognize is 110t in cash but J see a biased 

action for domestic investors. " 

Even private sectors favor for local in vestors. For example, hotels give a priority of reconfirming 

room reservation for domestic operators. 
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However, in general corruption is not a major pro blem that investors suffer from. Since, the 

Ethiopian government is stri ving to tackle the problem of cOITuption. Furthermore, it claims that 

it has controlled the problem of corruption and puts less corruption as an opportunity for 

enhancing investment. 

In relation to image of Ethiopia in the eyes of foreign investors. 31.4% of respondents agree that 

Ethiopia is negatively perceived by foreign investors. 15.6% of the respondents also strongly 

agree with the same idea. However, 19.6% and I 1.7% of the respondents di sagree and strongly 

disagree with the above idea respectively. The rest 19.6% of the respondents are neutral to say 

that foreign investors have negati ve perception fo r the image of Ethiopia. But as we can see from 

the table above the mean average of response (3. 15) shows that still foreign investors are 

doubtful with regard to Ethiopian image for tourism investment. This points out that the image of 

the country has negative outcome on the flow of touri sm investment to Addis Ababa. In fact the 

tourism development policy (2009) of Ethiopia has al so mentioned image problem as one of the 

external challenges of Ethiopian touri sm in vestment. A senior ex pert of Ministry Foreign Affairs 

also mentions image problem, relati vely low to urist llow and low promoti on of the sector as 

challenges for tourism investors in Addis Ababa. As resu lt, negati ve image of the country is still 

hindering factor for investment even though cuO'entl y things are improv ing. 

When we see the availability of trained man power, like to other in fras tructu res , there is a need 

for improving quality of manpower. As table 4. 16 shows, 64.7% of the respondents agree on the 

insufficiency of trained manpower. However, 15.7% of the respondents di sagree. The remaining 

15.6% could not decide on the status of tourism manpower in Addi s Ababa. In general the mean 

average (3.50) points out that the city has problem of ava ilabi li ty of well -trained human 

resources. One of the interviewees has .give n the fo llowing statement abo ut qualification of 

manpower in the city: 

"We recruit employees from the graduaTes of colleges in Addis Ababa. Bur they can '[ speak 

English. Therefore, what is the value of employing these people; unless the students are trailled 

in their language and other technical skills, they Ivill gel unemployed." 
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The above response indicates that the quality of touri sm education in Addis Ababa is very low. 

Experts view indicates that the colleges are not well- equipped with necessary facilities for 

practical learning. 

Addis Ababa also lacks multilingual tourism professionals. Europe is the most important 

generati ng country of tourists to Eth iopia. But except, Engli sh. it is so ditlicult to get speakers of 

., other European languages such as Italian, German and French. Therefore. shortage of well 

trained manpower in the sector is one of threats for tourism investors in Addis Ababa. 

According to table 4.16, 48.9% of the respondents di sagree with a statement that says 

government tax is not appropriate for investors. On the other hand, 17.6% of the respondents 

agree with that government tax imposed on their business is inappropriate. Surprisingly 

substantial proportions of respondents (31.4%) are neutral with regard to the tax imposed by 

government. The mean average (2.6 1) shows that the government tax is not that much 

inappropriate or investors don ' t embitter the amount of tax imposed by the government. In fact, 

as an interview with foreign in vestor indicates that they suffer from double taxation. Government 

officials argue that there is no practice of double taxation on investors. But some investors may 

lack knowledge how to negotiate about taxation with concerned government bodies. For 

example, an enterprise may be required to collect VAT and l'ay its income tax. But some people 

may consider this as double taxation. 

4.4.6 Challenges of Tourism Investment Exclusive to Foreign Inves tors 

In addition to the common questions for both domestic and foreign investors, the researcher has 

conducted an interview with foreign tourism investors to treat the points that are special to them. 

According to the interview result, the cultural shock is one of the challenges they face when they 

start business. Foreign investors sometimes face the problcl ll of adapt ing the local culture. 

Another problem is related with language barrier. Foreign tOllr operators, most of the times 

attract tourists of their origin country. But they lack multilingual tour guides who can speak the 

languages of respective countries. 

Investors also have perceived bureaucracy of gelli ng work permit and visa and delay of money 

transfer to and/or foreign banks. According to an interview result conducted with expert in 
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MoFA, foreign investors who are selected and invited by the ministry never face any problem for 

getting their business visa because before inviting investor, necessary conditions are prepared in 

advance by MoFA. However, investors who come for investment through the information they 

get from friends or from websites may face a little bit problems in gett ing their business visa. 

Since, business visa can ' t be deli vered up on arrival like that of to urist visa. Therefore, they need 

to make a contact with the embassies of Eth iopia in their origin country. If there is no any 

Ethiopian embassy or agent in their home country, they need to deal with Ethiopian embassies or 

agents in any nearby countries . Then if they are proved to be really genuine investors, the 

embassies can provide business visa and facilitate to come to Ethiopia. Therefore, in this case, 

getting business visa may take long time. Foreign investors also argue that the service of money 

transfer service is not fast enough and does not enable to operate their business on the ti me 

planned. 

4.5 Tourism Investment Opportunities in Add is Ababa 

In this part, the researcher has discussed investment opportunities of tourism in Addis Ababa. 

The opportunities are classified into two as facilitating factors or general investment 

opportunities and potential sectors for tourism investment. The former ones are conditions which 

encourage investors to engage in tourism investment. The latter ones are sectors of tourism 

which are not developed well and need additional investment. 

4.5.1 General Investment Opportunities 

Here the researcher has identified situations that are used fo r enhancing or attracting tourism 

investment in the city. Since, good operating environment is very crucial for encouraging 

tourism investment. Therefore, governments should create good conditions for investors. Indeed, 

here general opportunities of tourism investment may be manmade or natural. For instance, on 

one hand, availability of trainable labor force at low cost, accessibility of natural resources, large 

market size geographical location of the region that attracts the attention of investors are among 

natural opportunities that make good condi ti ons for touri sm investment. On the other hand, good 

attention of government, economic system and political signifi cance of the city are among man 

made investment opportunities. 



There is widespread recogniti on that govern me nt a t a ll leve ls must take a leading role in 

facilitating tourism investment (The All en Cons ulting Group, 2011). The current government 

of Ethiopia has given a due attention fo r development of tourism sector as one of the priority 

sectors of economy. For example, tourism is one of the fo ur major areas o f economy which gets 

a long term loan from the Development Bank of the country. 

Table 4.17: General inveSlment opportunities in tourism 

Statement Relative agreement MA 

SA AG NE DA SD 

F % F % F % F % F % 

The current government 6 5.9 48 47. 1 6 5.9 34 33 .3 6 5.9 2.95 

of Ethiopia has good 

attention for tourism 

investment 

The economic system of 10 9.8 50 49 18 17.6 20 19.6 4 3.9 3.34 

Ethiopian government is 

convenient for investors 
I 

Labor cost in Addi s 14 13.7 40 39.2 20 19.6 20 19.6 8 7.8 3.17 

Ababa IS very low for 

tourism sector 

I agree that Addis Ababa 34 33.3 36 35.3 8 7.8 16 15.6 8 7.8 3.63 

has large market size for 

tourism investors 

The location of Addis 28 27.5 38 37.3 12 11.8 12 11.8 1 11.8 3.50 

Ababa is geographically 2 

strategic for tourism 

investment 

I believe that Addis 38 37.3 48 47 .1 8 7.8 2 1.9 6 5.9 3.96 

Ababa, being the capital 

of Africa creates more 

opportunities of tourism 

investment L 
Source: complied from pnmary data 
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As table 4.17 shows 55 % of the respondents agree that government has given good attention for 

the sector. The mean average (2.95) of the respondents also confirms that the governments' 

attention for the sector is good. But on the other hand, many tourism professional interviewees 

argue that the governments' attention is onl y a mere attention not ensured by practical 

implementation on improving touri sm development. 

But governmem bodies argue that the governll1em has given a due attention for tourism as one of 

the priority sectors. According to interview result conducted with experts of Federal democratic 

Republic of Ethiopia Ministry Foreign Affairs (MoFA), government has formed a committee 

called as National Economic and Business Diplomacy Coordination Forum (NEBDCF) 

coordinated by the MoFA. The committee consists of the following five sub-committees: 

Investor Selection and Development Committee, Foreign Trade Developmelll committee, 

Tourism Development committee, Infrastructure, Industry and Technical Transfer Development 

committee, Technical and Development Support Remittance Development committee. The 

committees are established fo r better performance of economy under each sector. Here the 

government has taken touri sm as one of the five major areas of development. Tourism 

development committee is now coordinated by Mi nistry of Cu lture and Tourism (MoCT). The 

committee has members from different governme nt sectors and private associations. The 

members are representati ves of the following sectors: 

• 
• 

Ministry of Culture and Tourism- chairman 

Ministry of Foreign Affairs- secretary 

Members 

• Ministry of Science and Technology 

• National Bank of Ethiopia 

• Revenue and Custom Authority 

• Ethiopian Investment Agency 

• Immigrati on and Nationality Affairs 

• Air Port Enterprise 

• Ethiopian Airline 

• Communication and Information Technology 

• Addis ababa Region Culture And Tourism Bureau 

• Hotel s and Restaurants Owners ' Association 
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• Ethiopian Tour Operators Association 

The main objective of establishing the committee is to tackle the problems of the sector under 

each sector that gives tourism related services. The members have a meeting twice a month and 

they report with regard to issues related with tourism in their respective offices. The sector is 

also one of the government's priority sectors and the government gives long term loan and 

incenti ves of duty import of goods even though the incentive is not more satisfactory. Therefore, 

it is possible to conclude that the government is starting to turn its face to the sector because of 

the sector's role at the battle of poverty reduction. 

Government has also developed code of ethics for tourism industry in this year (January, 20 12). 

This is a good opportunity for the sector' s development and it is implication of government's 

attention given for the sector. 

Addis Ababa city Government culture and touri sm Bureau has also established Tourism Council 

under regul ation No. 35/20 1 I. The council consists 88 members selected from different 

stakeholders such as governmental and non-governmental organizations, civic societies, 

professional associations, religious institutions etc. the counci l is authorized with many powers 

'. and duties . The following acti vities are among its main powers and duties: 

.:. Providing assistance to increase the participation of privatelinvestors and particularly the role 

of micro and small enterpri ses in the tourism sector 

.:. Undertaking awareness creative programs to develop industry and encourage domestic 

tourism 

.:. Taking part in seminars, workshops, festi vals and exhibitions organized by the bureau within 

and outside the country . 

• :. Facilitating the conditions to promote tourist attractions of the city of Addis Ababa . 

• :. Designing the means of promoting services necessary for touri sts, support their 

implementation and facilitates conditions whereby concerned sector office work together. 

To conclude, all of the above progressive acti vi ties of government are indicators of good 

attention of it for tourism sector. This is also a promoting factor for tourism expansion of 

investment in the city . 
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In relation to economic system of go,!ernment, 57.8% of the respondents agree that it is 

convenient for investors . Since, the government has introduced free-market economic system 

since 1992 and has enhanced privatization in the country. Different sectors in tourism and in 

other sectors are now open for private investors and this has given good opportunity for private 

companies to engage in the investment. The new economic policy, which aims at changing the 

command economic system into free market economy and the subsequent reform, has stipulated 

private investment in the touri sm sector (Ayalew, 2009). Major hotel chains of the country which 

were under government ownership are now changed into private ownership. National Tour 

Operation and Travel Agency which was the onl y government owned tour operator has been 

changed into private enterprise. According to Ethiopian investment policy, in tourism there is no 

sector that is reserved for public. Therefore, all of the sectors in are open fo r private investors. 

With regard to labor cost, similarly, majority of respondelHs (53%) recognize that labor cost in 

Addis Ababa is very cheap. On the other hand, about 27.4% of the respondents don't see that 

there is cheap manpower in Addis Ababa for tourism sector. But the mean average value (3 .1 7) 

reveals that Addis Ababa has sufficient and cheap manpower. Scholars agree that tourism is a 

labor intensive economic sector. Therefore, the availability of cheap labor force makes the city 

convenient for investors. Interviewed experts agree that Addis Ababa has sufficient trai nable 

man power in any sector. 

Another crucial motivating factor that encourages investors for coming into investment is the 

size of the market which increases the return of investment. As table 4. 17 illustrates most of the 

respondents (68.6%) recognize that Addis Ababa has large size for tourism investors. On the 

other hand, about 23.4% of the respondents do not agree with th is idea. The rest 7.8% of the 

respondents are neutral with regard to the size of tourism market in Addis Ababa. But the mean 

value (3.63) shows that Addis Ababa has a potential to attract large number of touri sts. The city 

has also relatively many affordable households and individuals that can be potential customers in 

tourist standard hotels, restaurants and other service providing establishments. The city is a hub 

of international travelers because more than 95% of international tourists enter into the country 

through Bole International Air Port. As a resul t, a tourist that plans to travel any part of the 

country is a customer for Addis Ababa at least for two days from arrival to departure date. 

Furthermore, the city is also one of the best conference centers in Africa and this is even 
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becoming beyond the carrying capacity of the city. Therefore, the combined customers from 

local and international touri sts create big market size for investors. 

Geographical location of one country is one of a determinant factor for investment. Proximity of 

a country to developed country where the origin of most travelers makes a country best 

destination for tourists and investors (other factors remaining constant). Ethiopia has a strategic 

location at the cross roads between Africa, the Middle East, and Asia (EIA, 20 II ). Table 4. 17 

illustrates that about 64.8% of the respondents have recognized that Addis Ababa is located in a 

lucrative place for investors. The convenience of the geographic location can be expressed 

through different ways. Since, Addis Ababa is the capital and geographically center of the 

country. It is also a ci ty where modern and best air port of the country through which 95%-99% 

of international tourists enter into the country is located. Furthermore, it is political and 

diplomatic center of Africa and it hosts more than 120 international organizations and embassies. 

84.4% of respondents agree that Addis Ababa as a capital of African continent is best destination 

for touri sm investors. The mean value (3.50) shows that Addis Ababa, being capital of the 

country and Africa has contributed a lot to get the attention of investors. 

Another opportunity related with the location of Addis Ababa is its impressive climate. Even 

though' it is located in tropical region, due to its hi gh altitude, Addis Ababa has moderate climatic 

condition throughout the year. Addis Ababa is the third highest capital in the world . With an 

altitude of 2 120-3200 meters above sea level including the Entoto chains of Mountains. Addis 

Ababa enjoys a mild climate with an average temperature of 16co. This creates large market for 

investors to operate tourism business sustainably because good climate with other worthwhile 

touri st attractions draws the attention of many vacation tourists. According to key informant 

from ministry of culture and tourism, the topographic position of the city is convenient for 

practicing paragliding tourism. 

4.5.2 Sectors of Tourism Investment Opportunities in Addis Ababa 

Here by opportunities we mean potential 'areas of services and products that need in ves tment for 

further improvement of service provision for customers. The sectors may include attractions to 
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be developed. public or tourists infrastructures of facilities, institutional infrastructure 

(education) and other fac iliti es. 

4.5.2.1 Investment for Development of Tourism Products 

Table 4.18: AUrae/ions/vr investment 

Statement Relative agreement MA 
--

SA AG NE OA SO 

F % F % F % F % F % 

I agree that Addis Ababa has 20 19.6 34 33.3 8 7.8 22 21.6 18 17.6 
1

3
.
09 

abundance of natura1 tourist 

attractions that need additional 

in vestment 

T agree that Addis Ababa has 40 39.2 42 41.2 4 3.9 6 5.9 8 7.8 3.84 

abundance of manmade tourist 

I attractions that need additional I I 

investment I 
[ suppose that conference 48 47.1 40 39.2 2 1.9 6 5.9 6 5.9 4.06 I 
tourism has great potential for 

attracting in vestors in Addis 

Ababa 

Source: compIled from pnmary data 

The government has significant role for tourism product development because to enhance 

tourism in vestment government should conserve existing natural and manmade tourist 

attractions. Since, conservation and preservation of tourist sites/resources is among the pioneer 

activities for touri sm development. Addis Ababa has plenty of tourist attractions worthwhile to 

visit. But it is clearl y known that attractions are underdeveloped. As an interview with a foreign 

operator indicates, of all challenges deterioration of tourist sites is the most chronic threat 

affecting the future of tourism development. Therefore, investment should be enhanced for 

developing touri st attraction sites. 

As table 4.18 depicts many of respondents (52.9%0) believe that Addis Ababa has abundance of 

natural tourist attractions but need to be developed. Some others understand (39.2%) thai there 
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are not suffic ient tourist attractions in Addis Ababa. The remaining 7.8% of respondents are 

indifferent about the abundance of natural touri st attractions in the city. In fact the mean average 

with the value of (3.09) reveals that Addis Ababa has significant type of natural attraction that 

draws attention of tourism stakeholders for investment. 

Addis Ababa City Government Investment Agency (AACGIA) Resource and Opportunit y Study 

report lists the following natural tourist attracti ons which have rec reational aesthetic; curiosi ty 

and attractive characteristics fo r convenience of tourist. 

1. Fauna or animals: mammals and birds were identified by the a id of certain documents 

from the Ethiopian Natural and wildlife Society and other pertinent organi zation. According 

[0 Ethiopian wi ld life and natural history society, there are about 250 species of birds in 

Addis Ababa city administration. The majority of birds are identified in river Akaki and 

other sites such as embassy compounds, churches, parks and ri vers. Different species of 

animals can also be visited in the Lion's Zoo Park. In the park it is possible to visit animals 

such as lions which are among the rare and endemic species of Ethiopia (their scientific name 

is Leopantels Abyssi ni ca), tortoi se, baboons, nyala, apes, rabbits and different bird species . 

2. Flora (vegetation) in the city parks and other places in Addis Ababa. Addis Ababa has about 

sixteen parks which are rich in different species of flowers and vegetation. The city 

administration hopes these parks will be attraction sites for both local and international 

touri sts. But currentl y the parks are not supplied by standard facilities and infrastructure. 

3. Hydrographic elements or water bodies such as hot springs, reservoirs, and to certain ex tent 

ri vers : In Addis Ababa, water based attracti on of touri sm are onl y thermal sp rings and the 

sUlTounding manmade lakes or water reservoirs built for the purpose of supplying potable 

water to the inhabitants of the capital. Therefo re, water based attractions can be developed in 

Hot springlFil wuha and reservoirs of Legedad i and Gafarsa. 

Here we can conclude that almost all of the above mentioned natural tourist sites are not well 

developed. To make them ready for tourists visit, it needs huge investment project. This indicates 

that Addis Ababa has many untapped opportunities of investment in thi s area. 

According to most of the responden ts (8. 1.2O/c) (Table 4.18), Add is Ahaba has many manmade 

touri st attractions (see appendi x2) that should ' be preserved and protected for di versifying 
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resources because; the city hosts plenty of cultural and historical tourist attractions. Further, the 

mean value (3.84) authenticates that Addis Ababa has many manmade attractions that need 

additional investment. But most of the attractions are not well protected and are not ready for 

visit. Therefore, thi s shows that there is a demand for additional fu nd of investment for 

upgrading the attractions. 

The investment authority has also identified main manmade touris t attraction in Addis Ababa: 

These manmade elements involve the histori cal, cultural and traditional tourist attraction 

resources of Addis Ababa, w hich are the most signifi cant factors for inte rnational and 

domestic tourists or vis itors. 

In o .. der to create convenient conditions for all visiting communities or other purpose, the study 

of the authority has arranged the major tourism potentials of Addis Ababa into : 

I . Government Palaces; 

2. Places of worship such as churches, mosques and cathedrals; 

3. Monuments of different historical background erected on various famous squares; 

4. Museums of hi storical, cultural, anthropological, archaeological, natural, ethnological , 

religious, etc. 

5. Old hi storical buildings or houses; reli gious and other event festi vals together with 

annual ceremonies; 

6. Markets and shopping centers ; 

7. Other traditional and cultural acti vities. 

As indicated in the table 4.1 8(86.3 %), the other potential resource for to urism investment in 

Addis Ababa is the need for developing facilities for conference tourism. On the other hand, 

only about 11 .2% of respondents argue that Addis Ababa has no potenti al for conference tourism 

and for fu rther investment. The remaining' 1.9% of respondents has no idea about conference 

tourism in Addis Ababa. But the mean average with a value (4 .06) reveals that the city could be 

the center of conference touri sm. Respondents confirm that the city is becoming the center of 

international conferences because the city hosts headquarters many international organizations. 

In addition, the continuous economic development of the country has also contributed for 

enhancing conference touri sm. 
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4.5.2.2 Potential Sectors of Tourism Investment in Addis Ababa 

According to experts the city has many other alternatives for diversifying tourist attractions. 

Such as: 

Health tourism: Filwuha has a potential for developing health tourism in Addis Ababa. Hot 

springs of Filwuha has been used for years. At the beginning hot spring was used by the royal 

family and later, as public bath, for local people. Currently the spring wateriFilwuha is supplied 

with some infrastructures such as hotels (Filwuha hotel and Finfine Adarash) with bathrooms 

and showers, restaurants, thicket offices, supervisor and control office. 

According tourism experts, it is possible to develop spa center/physiotherapy center that can be 

used for different health issues such as nervous and skin health. But still these attraction sites are 

not promoted for international tourists. It is used only by residents. In fact, the site lacks 

standardized facilities (park and recreation centers, concert halls, theatres) to entertain 

international tourists. 

Paragliding: According to tourism experts, the topographic structure of Addis Ababa is 

convenient for recreation of paragliding. Addis Ababa with its peak above 3000 m above sea 

level combined with beautiful scenery of thick canopy of eucalyptus trees and other attractions is 

a right place for practice of paragliding. 

Fig4.5 The practice of paragliding: it was taken from internet 

According to key infonnant from MOCT, the practice of paragliding can be practiced in Addis 

Ababa starting from chain of Entoto Mountain to Bishoftu and it can even be extended up to 
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Adama. And this practice is expected to increase the experience and diversification of tourism 

activities in the city. This practice is also a new innovation for the country. 

Once again the challenge for this activi ty is ful fi ling necessary faci liti es. Since, starting from 

training pi lots to arranging the origin and arrival points of the practice are the future assign ments 

of different stakeholders to bring thi s enthusiati c acti vity into reality. This is another call for 

great investment in the sector of tourism. 

Ecotourism: Eco tourism is belonging to natural beauty & di versity. It is relatively new segment 

(Muthe, 2010). Addis Ababa has sites convenient for ecotouri sm or geotourism development. Its 

topographic structure combined with different cu ltural values (religious and handicraft centers, 

culture shows) enables to involve local communities in tourism acti vities of the city . 

Conference tourism: this is one of the sectors which are underexploited due to lack of necessary 

facilities to accommodate confe rence touri sts. In the city, there are only three government owned 

and three private owned conference centers (as shown in the table below) and two conference 

organ izers (Shebelle-Ethiopia Conference Services, Noble Conference Pic) in the city. 

Accordi ng to Addis Ababa city administration cul tu re and tourism bureau, conference organizers 

have no trained man power on the sector and they have also lack of conference logistics. 

However, they are still working to organize different conferences. 

There is only one Exhibition center in Addis Ababa namely Addis Ababa Ex hi bition center. The 

center conducts different types of events like that of trade, vocational association and 

educational. Most of the time these exhibitions are conducted once a year and during holidays 

and events. It can accommodate about 2000 and above people at the same time. In general, the 

fac ility capacity of the city is too insuffi cient that needs encouragement of many investors. 
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Table 4.19 Conference centers in Addis Ababa 

No. Name of conference Ownership Number of meeting Conference 

center Governmenta Private hall capacity 

I 

1 United Nations ./ 8 1,500 

Conference Center 
( 

2 African Union Hall ./ 1 657 

3 Ethiopia' s meeting ./ 1 1,500 

Center 

4 Millennium Hall ./ 1 40,000 

5 Panorama Cinema ./ 1 175 

6 Sebastopol cinema ./ 2 

Source: AddiS Ababa cIty Culture and TourI sm Bureau (AACCTB) 

4.5.2.3 Specific Areas of Public and Tourism Infrastructures Requiring Investment 

Table 4.20 the need of investment for public and tourism infrast ructure 

In Addis Ababa Large Relati ve agreement MA 

investment should be made SA AG NE D A SD 

in the fo llowing areas 

F % F % F % F % F % 

Road 36 35.3 46 45. 1 14 13.7 6 5.9 - - 4.0 1 

R ail way 70 68.6 18 17.6 4 3.9 8 7.8 2 1.9 4.34 

Air port 32 31.4 40 39.2 12 11.8 10 9.8 8 7.8 3.68 

E lectricity and water supply 50 49 44 43. 1 4 3.9 2 1.9 2 1.9 4.26 

ComlTIunication(teiephone. 44 43. 1 34 33.5 6 5.9 2 1.9 14 13.7 3.78 

fax, internet, radio and TV 

etc) 

Hotel and restaurants 42 4 1.2 46 45. 1 10 9.8 4 3.9 - - 4. 16 

\ Tour operation and travel 42 4 1.2 32 31.4 16 15.6 8 7.8 4 3.9 3.89 

agencies 

Tourism education 72 70.6 30 29.4 - - - 4.61 

Glher small and micro 40 39.2 40 39.2 12 11.8 8 7 .8 2 1.9 3.98 

enterprises that supply 
services for tourists 

Source: compIled from pnmary data 
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In vesting on ly on tourist infrastructure cannot make tourism business operati on effective unless 

public/basic infrastructures are also developed side by side. Public infrastructures are in fact 

among the most important determinant factors which influence touri sm investment. Ethiopia is 

of one of the least developed countries in its low level of public and tourist infrastructures. 

Public sector is the most responsible for developi ng basic infrastructures such as transportation, 

" electricity, water supply, telecommunication, waste disposal system etc (Jameson, 200 I). In this 

part in addition to touri st infrastructure and fac ili ties, we wi ll also see the gap that shows the 

need fo r investment for improvement of basic infrastructures . 

As table 4.20 shows tourism investment is highly demanded in all types of public and tourist 

infrastructu res. With related to road transpoltation , 80.4% of the respondents insist that in Addi s 

Ababa road transport is not sufficient. However, few respondents (5.9%) indicated that road docs 

not need additional investment. The remaining 13.7% of respondents did not notice at all. But the 

mean average (4.0 I) shows that there is a need of expansion of investment for improving the 

standard of the roads. As we could understand from the analysis of this paper (see from table 

4. 14) more investment should be launched to improve the standard of roads in Addis Ababa and 

roads that link Addis Ababa with tourist attractions in environ of Addis Ababa. Indeed, during 

the time of study, most roads in Addis Abaha were under construction. High overcrowding and 

congestion was observed and delays were' common. 

As far as rail way is concerned the majority (86.2%) of respondents recognize the need for 

developing rail way transportation in Addis Ababa which can help to connect the city with major 

tourist attraction areas outside of the city . Among these, 68.6% of the respondents strongly agree 

with this idea. On their side the rest 9.7% respondents indicated the rail way construction is not 

necessa ry in the city. Some other 3.9% of the respondents are neutral with thi s idea. However, 

the mean average (4.34) reveals that rail way construction is vital for tourism development. It is 

reality that in Addis Ababa the rai l way Addis Ababa to Djibouti which was constructed during 

the reign of Emperor Menelik has interrupted during 1990s. According to government bodies, in 

its growth and transformation plan the government has taken railway construction as one of its 

focus. The plan entails the addition of massive rai lway construction of 2,400km. Rail is high on 

the agenda and work has begun on a five -year engineering and design project. The Ethiopian 

Railway Corporation supervised a feas ibility study using satellite mapping technology for three 
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rail corridors stretching 2,395km, estimated at a cost of US$2mn- US$3mn per kilometer. This 

includes remaking the Addis Ababa-Djibouti rail to the international border as well as rail lines 

headi ng north and south-west. Eighteen companies are contracted for studies includ ing 

socioeconomic and envi ronmental studies. The government estimates that over 5,000 engineers 

and 25,000 technical and vocational school graduates will be needed for the construction. The 

construction is estimated to create about 300,000 total job opportunity for the country. 

The rail network could eventuall y grow [Q 5,000km of lines radiating from Addis Ababa and 

linking to neighboring countries. The system will be constructed in two phases, the first phase 

in volving building five lines. The government of Ethiopia has allocated Birr 62.82bn for the 

rail way sector development during the GTP period. The government is also in vestigating a mass 

transit system for Addis Ababa to ease congestion. The target is 36.5km of light rail way along 

two corridors crossing the city from east to west and north to south, with up to 50 companies 

des igning and building the network and more than 20 companies manufacturing spare parts and 

prov iding metal engineering and electro-mechanical services . New roads to the city centre from 

the south and east suburbs of Addi s Ababa centre were built with wiele central reservations, 

enough to accommodate rai l. 

This increases the opportunity of the country to enhance touri st flow into the count ry vIa 

different entry points through surface transportation. Currentl y about 95%-99% international 

touri sts enter into the country only via Bole International Air port. 

In relation to air port, substantial proportion of respondents (70.6%) support investment for air 

port construction in Addis Ababa. In fact, about 17 .6% of the respondents are not in line with the 

need of expansion air port construction. The rest 11.8% of the respondents didn ' t noti ce whether 

add itiona l air port construction is necessary or not. But we can understand from the mean value 

(3.68) that investment for air port construction is needed. Investors have suggested that the 

current capacity of Bole International Air Port may be sufficient as compared the numbers of 

travelers that come to Ethiopia. But the future prospect of conference tourism in Addis Ababa 

and the general hori zon of Ethiopian tourism expansion my necessitate construction of additional 

air port in the city. 
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Another crucial public infrastructure that investors recommend to be improved is electricity and 

water supply. As we can understand from table 4.20, 82.8% respondents agree that the 

infrastructure of electricity and water supply should be expanded more. Only 3.8% of 

respondents answered by disagree. The other 3.9% are neutral towards the idea. The mean 

average (4.26) depicts that additional investment should be undertaken for increasing an electric 

power and water suppl y. 

With regard to communication, again 86.6% of the respondents answered by agree for the need 

of more investment in communication. About 15.6% answered by disagree. The remaining 5.9% 

are neutral. To conclude, the mean average (4.21) shows it is necessary to invest in 

communication. Main areas of communication th at should be improved according to interview 

result are: internet access, telephone service, TV and radio broad cast. 

In add ition to public infrastructure, tourist facilities are other important sectors of tourism 

investmen t. The researcher has also assessed the current level of tourist facilities in Addis Ababa. 

Accord ing to table 4.20, majorities (86.3%) of the respondents agree with increasing investment 

for expansion of hotel and restaurants in the city. Only 3.9% of the respondents disagree. The 

rest 9.8% of the respondents are neutral regarding to the above idea. The respondents answer 

shows that there is great demand for increasing additional hotels with better standard as depicted 

by the mean average (4 .1 6) . Investors have views that the potential for attracting the more 

affluent tourists (both leisure and business) can be proved with the opening of the luxury hotels 

such as Sheraton Hotel in Addis which is in league with other quality hotels in developed 

countries. According to stati stics of 20 I 0 compiled by Addis Ababa city culture and tourism 

bureau, Addis Ababa has about 3,307 rooms and 4009 beds in the hotels with conference facility 

which is less than the conference capaci ty one hotel in the developed countries with capacity of 

3000-6000 bed rooms (Bikal, 20 I 0). 

As the same table reveals, substanti al propOItion of respondents (73.6%) agree that Addis Ababa 

shou ld improve its service in tour operation and travel agencies. However, very few respondents 

(J 1.7%) answered by di sagree. The rest J 1.8% are neutral with the idea. But the mean average 

(3 .89) reveals that additional in vestment' should be encouraged to enhance the business of tour 
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operati on and travel agency. Tour operators are cri tical li nk in the touri sm supply chai n and for 

long haul Emerging destinations such as Eth iopia, tour operators based in source markets are the 

major driver of business (Shaun, 2006). But majority of tour operators are owned by nati ve 

Ethiopians, many of them are ground handlers. Due to this we have no remarkable number of 

tour operators that base in source countries . Even though government of Ethiopia has allowed 

fo reign investment in thi s sector, still the num ber of foreign operators is few. But these foreign 

tou r operators play an important role in constantly modifying and diversify ing the product base, 

and. marketi ng the destination. According to Ethiopian investment agency Summary of Licensed 

Tour operation and Travel Agency Investment projects (S ince August 23 , 1992- October 12, 

201 1 G.C), among 103 tour operators and travel agencies under operati on, 3 1 tour operation and 

travel agency proj ects are owned by joint venture or fo reign citizens. This seems a good start. 

But the problem as the researcher faced during field study is that the so-called foreign owned 

tour operators are partiall y owned by Ethiopians. Others are totally owned by nati ve Eth iopians. 

Operators and those who do visit often fi nd that hotels, guest houses and restaurants even in 

Addis Ababa require inputs of in vestment and modern management. 

Touri sm business can ' t be e ffect ive wi thout developing ancillary tourists' serv ices (souvenir 

shop, recreation parks and entertainment facilities such as cinema and theatres, trad itional crafts 

etc) in add ition to the pnmary tourist faci liti es (such as hotels, motels, res taurants, tour operators 

and travel agencies). Table 4. 13 shows again the need of additional fund fo r upgrading the 

development and coordi nation of micro and small enterprises in Addi s Ababa. The tourism 

sector at destinations is mainl y organized through micro- and small -scale enterprises (S terren 

MA, 2008). 

Tourism education is fo und to be the most basic component of touri sm investment in Addis 

Ababa. As table 4.20 shows all of the respondents (1 00%) agree to support the improvement of 

touri sm education in quality and quantity in Addis Ababa. In Addis Ababa there are about fi ve 

pri vate tourism colleges and one government run trai ning institute. In general the institutions are 

well equipped by necessary facil ities and the fo llowing limitations are common for all of 

insti tutions 

• They lack sufficient facili ties for practical education 

• Insuffi ciency of rooms of demonstration and lecture 
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• Lack of resources in their library 

• There is no development program and other incenti ves for teachers 

• Lack of strategic plans for development 

According to the views of tourism experts, to tackle the above shortcomings and to prov ide 

quality education , additional investment should be encouraged and existing institutions should be 

given support and guidelines for improving their operation . 

88 



, 

CHAPTER FIVE 

CONCLUSION AND RECOMMENDA nON 

5.1 Conclusion 

Ethiopian government is stri ving to achieve the boom of tourism development in the country. 

But the nature of developmenl is still stagnant due to low implementation capacity of the public. 

Al though Add is Ababa has remarkable potential of tourism development, the amount of 

in ves tment for the sector is negli gible as compared to its neighboring cities like Nairobi. 

Tou,ism investment in Addis Ababa has faced multifaceted problems; constraints and challenges 

for attracting investment. For the convenience of this study, the challenges and constrai nt.s 

identifi ed are class ified into the following parts. 

The current political situation of the country internally and instability in the Horn of Africa is 

not a major threat for Ethiopian tourism investment. The investors have a confidence on the 

government' s ti ght control of any upheavals. But the scar of previolls negati ve image related 

with civil war, drought and fami ne once inculcated in the minds of fo reigners has still a negative 

impact not only on the tourism in vestment, but also on the general investment of the country. 

Lack of good integration among the government organs, pri vate sectors, local communities and 

other civic societies has resulted in poor service provision in the city. Lack of regular di scllssions 

among governmental and non-governmental organi zati ons, weak coordinating effort of 

government and nonstop change and adjustments of rules and regulations have resulted in poor 

communication for integrated work of different stakeholders in the sector. Parti cularly, 

government organi zations have not professional staff with good capacity. The staff members 

have not common understanding and acquaintance with one another. 

Another obstacle for investors is bureaucratic problems in the servIce providing offices of 

government. The procedures of performance are too time consuming and ineffic ient even though 

there are some improvements for giving fast service. Particul arly Addis Ababa land 
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administration bureau is bureaucratic and corrupti ve by which customers embitter about the time 

they spent and aggressive approach of the staff. 

Regardless of its being capital of the country, the seat for African union and United Nat ions 

Economic Commission for Africa and many other international organizations, Addis Ababa 

lacks sufficient and standardized infrastructures. Roads in some part of the city are not up to 

standard . Furthermore, the design of roads is not well integrated with other sectors such as waste 

disposal systems and lacking walk ways where dominant number of the residents use for 

walking. The city has no railway u·ansportation. This has its own negative impact on an 

opportunity of expanding the touri sm market size of the city. Similarly, respondents view 

indicates that the carrying capaci ty of air port is not sufficient to accommodate arrivals projected 

to come to Ethiopia in the long run plan of the country. In fact, currently there is a rapid change 

and expansion of road infrastructures and air port in the city and government has huge project for 

rail way construction. 

With regard to communication service, investors have indicated that there should be 

improvement. According to them, for instance, telephone call and internet access in city are not 

still satisfactory. Even some tourist classified hotels have not internet cafe for their customers. 

Even though better in Addis Ababa there is no radio communication service among different 

tourist sites. This could have increased the guarantee of security for customers traveling to 

regional tourist sites. Financial facilities are not still effective enough from which foreign 

investors are suffering from delay of their money transfer from/to other countries. Addis Ababa 

has only one information center. However, information centers are very crucial for easing access 

of information for customers. In general, the standard of tourists and public related infrastructure 

in the city does not commensurate with what should be done for quality provision of service. 

The macro economic situation of the country has overshadowed the future confidence of 

investors. Pm1icularly local suppliers are being hit by the constant rise of inflation in the city and 

in the counu'y as a whole as well. Due to this the purchasing power of customers, particularly 

local customers is decreasing time to time. High rate of air ticket and in some extent high room 

rates are recognized. Similarly continuous increment of salary, devaluation of Birr against dollar, 
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and low GDP percapita are other challenges for investors in Addis Ababa. Spec ifi call y, domestic 

investors are victims of the macroeconomic instabi lity. 

There are also other hindering factors of touri sm investment in the city such as the general image 

problem of the country, competition frOln neighboring capital ci ties, insufficient prol~otion and 

lack of trained man power. Bas ically weak promotion of tourism in Addi s Ababa and lack of 

trained man power are very crucial elements of challenges that investors face . Given that, the 

attracti ons of the city are not well promoted internationally and tourism establi shments in the city 

have not well trained man power for effective and outstanding performance of their business. 

Ethiop ia with a comparati ve advantage of tourist attractions in Africa and with a remarkable 

potenti al to be one of the top destinations in the continent has not undertaken aggressive 

promotion about its tourism resources. The attractions are not promoted for international tourists. 

Let alone international tourists, res idents of Addis Ababa don't know tourist attraction in and its 

environs. Multilingual promotion of attractions is not well practiced in Ethiopia; therefore, 

information gap is one of the prob lems. 

The current status of tourism in vestment in Addis Ababa is very fragil e. This was witnessed by 

the low development of touri st attractions and below standard touri st faciliti es, low quality 

touri sm education , and others. The city has countless number of touri st attractions. The problem 

with regard to touri st attractions is not insufficiency but they are not well organized to be visited. 

Regard less of its signi ficant potential, guests who are limi ted to Addis Ababa are not sat isfied 

during visit because very few of the attractions mainly museums and some churches are ready 

for visit and well organized. Many of the other attractions are not developed into products as 

worthwhile sites for visitors (domestic and international) . Particularly hi storical resources such 

as old houses and touri st attractions around the city (such as Tiya, Wonchi Creator Lake, Adadi 

Maryam church, Awash Melka Kunture and others) are not well promoted and not suppli ed with 

necessary faci lities. Moreover, the city has potential to develop health touri sm (from Filwuhafhot 

springs), ecotourism, and paraglid ing and conference touri sm. However, there is no signifi cant 

investment to develop these sectors. 
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In vestment on tourist facilities is again underperformed. In addition to insufficiency of basic 

infrastructures such as public rdated(roads, rail way, electricity, and water supply) and (Qurist 

infrastructures( hotels, tour operation and travel agencies and car rentals etc), the city lacks other 

anci llary facilities , such as entertainment centers(theatre and cinemas for international tourists), 

recreation parks, galleries, museums, well organized handicraft centers. This shows how the 

clevelopment of tourism investment is at the infant stage and not really competitive. 

On the other hand, Addis Ababa has many promoting factors for tourism investment. These 

include: good attention of government for the sector except for its limitation of implementation 

capacity, large market size, good geographic location and the significance of the city for 

international conferences, plenty of resources(natural and manmade), mixed economy and 

privatization policy, and cheap trai nable man power. 

The city has also plenty of investment sectors in the areas of public related infrastructures and 

tourist facilities, and attraction development. The source of fund may be public, private-public 

partnership and private sectors. 

Ethiopian government gives very limited incenti ves for tourism investors which is less 

satisfactory as compared to other African countries. Incentives are given only for hotels. special 

restaurants, lodges and tour operators . Investors are not satisfied by the types of incentives 

provided. 

5.2 Recommendation 

This study has revealed many challenges and constraints that are bottle necks for tourism 

investment development in Addis Ababa. Although some challenges may be even beyond the 

capacity of local government, possible actions should be undertaken for rectifying the problem. 

• According to the study result, there is improvement on service provision of government 

organs for investors. But st ill there are some dissatisfactory customer care services fa ults 

and bureaucratic problems. Therefore, the institutional frame work of the offices shou ld 
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be improved and followed up for better and fast entertainment of investors. Specifically, 

different government bodies have no good awareness about services of others for 

providing coherent service for investors. This indicates that the government offices need 

to have regu lar meetings and discussions to offer good coordination and problem solving 

among themselves and take measures on any failure in efficiency of service provision. 

Further, they have to give oppol1unities for their customers to comment on the status 

quality of their services. 

• Both publ ic related and tourist infrastructures and facilities of Addis Ababa are not 

sufficient to provide competitive service. Public related infrastructures such as rail way, 

communication, health facilities, water supply and electricity are not supplied sufficiently 

indicating that customers' perception for the city erodes. Therefore, as Addis Ababa is ' 

much pronounced city in the world, investment should be enhanced to improve the status 

of infrastructures . Similarly, focus should be given to improve qual ity and diversification 

of tourists' facilities such as star designated hotels, tour operators, restaurants, conference 

centers and other ancillary services of tourists. 

• Even if the country has achieved double digit economic development for the consecutive 

years, the current macroeconomic situation of Ethiopia is not stab le in general. Constant 

rising of price in the country including Addis Ababa has depreciated the purchasing 

power of residents. Confidence of investors for their business operations has been eroded. 

Lack of stability on exchange rate, salary of employees and other factors have affected 

the ambition of investors . So that even though it is difficult to totally control these 

problems, the government must design strategic plan to tackle these problems. Moreover, 

all concerned stakeholders should work hand in hand to tackle other hindering factors of 

investment in Addis Ababa such as appropriateness of taxation , competition from 

neighboring citi es, low promotion, lack of trained manpower etc. 

The current status of touri sm investment in Addis Ababa is at its infant stage as compared 

to its neighboring cities. As it was discussed in challenge part, the level of infrastructure 

in all sectors is very low. Furthermore, even if Addis Ababa has very diversified typ" of 
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tourist attracti ons/resources, they are not developed into products and they are not 

organi zed well and not ready for vi sitor. The main touri st attractions in and around the 

city are museums, churches, mosques, monuments, old houses and palaces, colorful 

religious festi vals and others. Therefore: 

• Govern ment shoul d encourage private sectors to invest for development of 

attractions. It sho uld also allocate public fi nance for preservation and conservation 

of atu'actions and for preparing them for visit. 

• Addis Ababa city admini su'ation and Oromia regional state governments should 

work together to develop and access touri st attrac tions around Addis Ababa. 

• Add is Ababa has also other innovati ve and potential tourist attractions which have a 

power fo r booming touri sm in the city such as conference tourism, health 

touri sm/spa treatment, paragliding and ecotourism. But once agai n there is no 

aggressive promotion of these sectors for development. So that government should 

give special emphasis fo r these sectors to increase the competiti veness of tourism 

development. Parti cularl y, AACTB in collaboration with Mini stry of Culture and 

Tourism should undertake pro motion and development of tourist attractions in 

Addis Ababa and its environs. 

• In Addis Ababa cu rrentl y ti:lere are handful touri sm and hotel colleges. But these 

institutions are not producing people with more practical and express ive knowledge. 

Therefo re, the city admin isu'ation in coll aboration with other concerned government 

bodies should ensure the quali ty of education being provided and the institutions 

should either be encouraged to invest to increase their perfo rmance Or other 

investors shoul d be invi ted to upgrade quality of education fo r suppl ying well 

trained manpower for hotels, tour operators, go vernment offices and other related 

institutions. 

• Stake holders of to urism have compla int on the organi zational structure of tourism 

industry in Ethiopia. In the country, there are no strong independent institutions that 

can play a central role of development. To support thi s, the govern ment should 

establish tourism board, which can have independent power and organi zati onal 
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structure for better performance in the sector by coordinating the rest stakeholders 

of tourism. 

• Even though sometimes it is debating, Provision of incentives for investors has its 

own positive impact on investment flow. The study shows that in Ethiopia, in the 

sector of tourism amount and types of incentives provided are insufficient. 

Therefore, government should expand the horizon of incenti ves to make the sector 

competitive enough. 

• Inherently, tourism is vulnerable to any happening of instabi lity in and around 

destinations. In the case of. Ethiopia the problem of political instability is not a 

major problem, the country needs to take precaution with regard to actions of 

terrorists in east Africa; threat of peace globally. Therefore, government should be 

conscious to turn away these troubles before affecting destination image. It shou ld 

enhance its effort of working with neighboring countri es against actions of 

terrorists. In fact we do have better experience and contribution in east Africa for 

fighting against the problem of terrorism. 
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Appendix! 

Addis Ababa University 

College of Development Studies 

Department of Tourism and Development 

The objective of the study 

The purpose of this questionnaire is to study The Challenges and Opportunities of Investment in 

Tourism in Addis Ababa. The information you provide wi ll be used as part of a Master thesis 

research being conducted by Tadesse Bekele supervi sed by Dr. Mulugeta Fesseha (Asso. Prof.) , 

College of Development Studies, Addis Ababa University. Dear respondents you are kindly 

requested to provide genuine information you know already, since the successful completion of 

thi s study is dependent on your humble cooperation for provision of information. The 

information gathered wi ll be used only for academic purpose and the in formation you provide is 

highly confidential. Your cooperation would be greatl y appreciated and is of great importance. 

General personal information 

Sex : Male D Female 0 
Type of investment: Domestic 0 Foreign 0 

Type of business: HotelD Tour OperatioO 

Nationality _________ _ 

Thank you in advance! 

Part one: In th is part you will fill the table below based on the foll owing guideline: usi ng a scale 

from 1-5, represented as follows: 1-Strongly Agree, 2-Agree, 3- Neutral, 4-Disagree, 5- Strongly 
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Disagree. Please choose your suitab le answer and put "X" on the spaces parallel to numbers 

provided for each stat ement in the table below. For examp le if you strongly agree, put "X" on 

number 11511 

No. Challenges of tourism investment in Addis Ababa 1 2 3 4 
1 In my view, Ethiopia is not po litically stable country for tourism 

investment 

5 

- - ~ - -
2 I believe that Instability in the horn of Afri ca has affected tourism 

investment in Ethiopia at large and in Addis Ababa particularly 

3 I know that the un fair competition from neighboring countries' cities 
affects tourism investment in addis ababa (like Nairobi, Dare Salam) 

4 I underst and that the image of Ethiopia with Foreign investors is still 
negative 

5 In my perspective, there is no consistent investment policy in Ethiopia 
6 I believe that in Addis Ababa government tax is not appropriate for 

investors 

7 I understand that there is conflict among government departments 
due to lack of clear and standardized regulations 

8 I recognize that there is no sufficient incentive for tou rism investment 
in Ethiopia 

9 in my understanding there is no adequate f inancial institutions for 
investors in Addis Ababa 

10 I observe that In Addis Ababa there is no suffi cient number of trained 
man power for tourism sector 

11 I recognize that In Addis Ababa there is high problem of corruption in 
government offices that provide service for investors 

12 In my opinion, The current inflation problem has a negative effect on 
tourism investment 

13 I understand that in Add is Ababa there is no coordination between 
government and private organizations for tourism investment? 

14 I know that the government's implementation capacity of touri sm 
investment is inadequate in Addis Ababa 

15 Government has not,sufficient infrastructure in the following areas 
Road 

Rail road 

Air port 

Electricity and water supply 

Communication (te lephone, fax, internet, radio and TV etc .. . 

Information centers 

Bank and insurance services 

Health and security services 
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Part two 

In this part you will give the reason for your reason based on the nature of the questiou. 

1. Did you have knowledge about Ethiopian tourism industry before you started investing in 

Addis Ababa? 

A. No B.Yes 

2. Where did you get information about tourism investment opportunities in Addis Ababa 

for the first time? 

A. From media(internet, news paper, radi o and TV) 

B. When I came to Ethiopia for visit 

C. From embassy of Ethiopia in my country 

D. From international trade fair 

E. if it is from other sources, please speci fy _______ _ 

3. Have you encountered any problem when you got your multipl e entry visas? A. Yes B. 

No 

If "yes", what problems have you faced? Please, explain it-------------------------------- ---------

4. Which one was the challenge for you when you started business in add is ababa(please 

encircle all that applies) 

A. Language problem 

B. Cultural shock 

C. Climate difference with your home country 

D. If it is other please specify-----------------------------------------------------------------------

5. Are you sati sfied with the services of Ethiopian Investment Agency? 

A. Yes B. No 

If your answer is "yes" why? please explain it clearly-------------------------------------------
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If your answer is "No", what problems have you encountered during the service? Please 

specify and explain it -------- ------------------------------ -------------- ---------------- ---- ----------

6. How long it takes you to get the following services hom Ethiopian Investment 

Agency(hint: please, describe in hours, days, months etc): 

A. investment license' _______________ _ 

B. if any, renewal of your investment license ___ ___________ _ 

C. residential house _ ____________ _ 

7. Are you satisfied with the service provision of Ministry of Culture and Tourism? 

A. yes B. No 

If your answer is "No", what problems have you encountered during the service? Please 

speci fy and explain it ------- ----- ------------------------- ----------- ------------------------ --- -------

If your answer is "yes", why? please explain it clearly-------------------------------------------

8. Are you satisfied with the services of Ethiopian custom authority? A. yes B. no 

If your answer is "yes", why? Please explain it clearly-- ----------------------------------- ------
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If your answer is "No", what problems have you encountered during the service? Please 

specify and ex plain it ------ ------------- ------------------- --- ---------- --- -------------- ------ -- ------

9. Are you satisfied with the Addis Ababa city government land administration? 

A. Yes B. No 

If your answer is "No", please specify the problems you faced during you get the service--- ---

10. Have you got any incentive from government? 

A. Yes B. no 

If your answer is "yes", please give answer for the fo llowing questions: 

9.1 What types of incentives did y.ou get? --- ------------- -----------------------------------------

9.2 How do you rate the incentives provided by government of Ethi opia? 

A. Excellent B. very good C. good D. satisfactory E. poor 

9.3 please, specify the offices from which you got incentives-----------------------------------

II. Have you got any chance to comment on the tourism in vestment policy of Ethiopia and 

quality of service provision of governmental offices? 

A. Yes B. No 
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If your answer is "yes", what comments have you given--------------------------------------------

12. Have you got an opportunity to discuss on the issue of tourism investment with 

stakeholders (Ethiopian Investment Agency, Ministry of Culture and Tourism, Ethiopian 

Custom Authority, Federal Inland Revenue authority, Addis Ababa city land 

Administration, private organizations and other experts)? 

A . Yes B. No 

13 . If your answer for question number 11 is "yes" what were the decisions you passed by 

di scussion implemented? 

A. yes, they were implemented B. in some extent they were implemented C. they 

were not implemented 

14. What general opinions do you forward for improvement of touri sm investment in Addis 

Ababa? Please ex p lain clear! y---------------- ---- ------- -------- ------- ------------ ------------------

Interview with Ethiopian Investment Agency 

I. When was the current investment policy of Ethiopia ratified and implemented? 

2. Under your bureau is there tourism investment service center? 

3. Where do investors get information about tourism investment in Addis Ababa? 

4. What are the potential tourism investment opportunities in Addis Ababa 

5. Do you think that touri sm investment in Add is Ababa is enough to provide optimum 

tourist services? 

6. What touri sm investment opportunities have you created for investors (for both foreign 

and domestic)? 

7. How do you see the competition from neighboring cities like Nairobi 

8. How long does the process of giving the following services take for investors? 

A. Investment license 
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B. Investment renewal 

C. Residential house 

9. Is there any special incentive that your office provides for touri sm investors? 

10. Is the there any difference in incenti ves provided for foreign and local tourism 

investors? 

II . What activities do you undertake to attract tourism investors? 

12. How do you evaluate the image of Ethiopia for attracting investors? 

13. Does the investment trend in tourism show increment year to year? 

14. What do you think is hindering touri sm investment in Addis Ababa 

15 . What are the comments/complaints you receive from your customers with regard to your 

service? 

16. What do you want to add regarding improving touri sm investment in Addis Ababa? 

Interview with Addis Ababa city go:vernment land Administration 

I. Is there any land use classification system used for different sectors? 

2. Is there any special incentive for touri sm in vestors provided by your office? 

3. Is there any land area reserved for touri sm investment? 

4. What are the types of touri sm activiti es the land is reserved for? 

5. How long does it take a tourism investor to take land for investment (both foreign and 

domestic)? 

6. What are the internal and external hindrances that inhibit satisfyi ng your customers? 

7. Do you have any plan to improve land provision policy? If yes what are those? 

8. What are the complaints you receive from your customers with regard to the services you 

provide? 

9. Any di scussion with other stakeholders? 

Interview with Ministry of Foreign Affairs 

1. What is the role of your office for tourism investment development? 

2. Do you think that investors have good moti vation to invest in tourism as compared to 

other investment areas? 

3. How long does it take to issue multiple ent ry visas to customers? 
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4. What activities does your office do for attracting and to increase positive atti tude of 

investors in tourism and other sectors in Addis Ababa? 

5. What are the fears of investors to work in Addis Ababa (Security, Unprofitability ... )? 

6. Does your office have any forum of discussion with other stakeholders regarding tourism 

investment? 

7. What do you think are the reasons for low performance of touri sm investment in Addi s 

Ababa? 

8. What do you want to suggest improving tourism investment in Addis Ababa? 

Interview with Ministry of C\lIture and Tourism/Addis Ababa Bureau! 

I . What are the main investment opportunities in Addis Ababa (both in infrastructures and 

tourist attractions)? 

2. Do you think that tourism investment in Addis Ababa contributes to achieve sustainable 

tourism development? 

3. For which types of investors does your office give license of standardization and 

accreditation? Why? 

4. How do you evaluate the level of touri sm infrastructure, attraction development and 

promotion of tourism in Addis Ab·aba? 

5. Which type of investors does your office encourage more (foreign or domesti c)? 

6. Does your office encourage small tourism enterprise in tourism investment; if yes in what 

specific areas are you encouraging? 

7. What do you think are the challenges for tourism investment in Addis Ababa (Does your 

office believe that the challenges for both domestic and foreign investors are the same? If 

not what are the specific/major problems for each? 

8. What specific activities does Ministry of Culture and Tourism undertake to promote 

Addis Ababa as tourist destination and to enhance tourism investment? 

9. What are the complaints of your customers regarding your service? 

10. Is there any discussion with other stakeholders and offices on tourism investment?( EIA, 

NBE, Ministry of Finance, Ethiopian privatization agency, Ministry of Foreign Affairs, 

Addis Ababa city Land Administration, Federal Inland Revenue Authority etc) . 
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Interview with Addis Ababa City Government Land Administration 

1. What are the rules and regulations an investor should follow? 

2. Is there any land use classification system used for different sectors? 

3. Is there any special incentive for tourism investors provided by your office? 

4. Is there any land area reserved for tourism investment? 

5. What are the types of tourism activities the land is reserved for? 

6. How long does it take a tourism investor to take land for investment (both forei gn and 

domestic)? 

7. What are the internal and external hindrances that inhibit satisfying your customers? 

8. Do you have any plan to improve land provision policy? If yes what are those? 

9. Does your office believe tourism investment in Addis Ababa is crucial? 

10. What are the complaints you receive from your customers with regard to the services you 

provide? 

11. Any discuss ion with other stakeholders? 

Interview with Ministry of Foreign Affairs 

1. What is the role of your office for tourism investment development? 

2. Do you think that investors have good muti vation to invest in tourism as compared to 

other investment areas? 

3. How long does it take to issue multiple entry visas to customers? 

4. As tourism is now one of the government's priority area, what special incentive does 

your office give for touri sm investors? 

5. What activities does your office do for attracting and to increase positive attitude of 

investors in tourism and other sectors in Addis Ababa? 

6. What are the fears of investors to work in Addis Ababa? 

7. Does your office have any forum of discuss ion with other stakeholders regarding tourism 

investment? 

8. What do you think are the reasons for low performance of tourism investment in Addis 

Ababa? 

9. What do you want to suggest improving tourism investment in Addis Ababa? 
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Interview with Restaurants and Car Rentals 

I. How is tourism business in Addis Ababa? 

2. What are other potential investment areas in addition to your current business? 

3. How do you evaluate the bureaucratic situation of government offices? 

4. What are the challenges of your business operation? 

5. Do you have opportunities to discuss with government and other stakeholders regarding 

investment? 

6. Have you got any incentive fro m government (both fiscal and financial incentives)? 

Interview with Conference Centers 

1. What makes Addis Ababa special for conference tou rism? 

2. What challenges have you faced in your business operation? 

3. Is there any special incentive for investors in conference tourism? 

4. How do you evaluate the image of Ethiopia as a touri st destination? 

5. Do you believe that Ethiopia has potential for tourism investment 

If yes, what are those potential investment areas? 

If no, why? 

6. How do you compare the potential of Addis Ababa in conference tourism as compared to 

other East African cities? 

7. What do you think is the role of conference tourism development for other sub-sectors of 

tourism? 

8. Did you have any chance to discuss on the issues of tourism investment with other 

stakeholders? 

Interview with experts 

I. How do you evaluate tourism investment in Ethiopia and in Addis Ababa specifically? 

2. What are the tourism investment opportunities in Addis Ababa? 

3. What type of public and tourist infrastructures do you think Addis Ababa lacks? 

4. Do you think that the geographical position of Addis Ababa is lucrative for tourism 

investment? 
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5. Do you think that Addis Ababa has customer demand for attracting tourists? 

6. How do you evaluate the potential of Addis Ababa for tourism development? 

7. How about the political and economic condition of Ethiopia for tourism investment? 

8. How do you evaluate the image of the country for attracting investors and tourists 

9. What specific incentives do you suggest to be provided to tourism investors by 

government? 

10. What are the bureaucratic constraints you see from Ethiopian investment policy? 

II . How do you evaluate the coordination between government and private sectors in tourism 

investment? 
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Appendix2: Tourist Attractions in and Around Addis Ababa 

Monuments: in the city there are about twenty six monuments bult for memorial of different 

events, history, culture and famous individuals. 

\. Abune Petros ' s Monuments 

2. Emperor Menelik's Monument 

3. The Statue of the Lion of Judah (Railway Station) 

4. The Martyr's IYekatit 12 Monument(Sidist Kilo) 
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5. The Lion of Emperor Haileselassie (National Theatre) 

6. Victory Monument IMiazia 27 Monument (Arat kilo) 

7. Ras Mekonen Monument 

8. The Korea marchers (Kagnew Memorial)Monument (Afencho Ber) 

9. China-Africa Memorial Statue (i n front of Bole international air port) 

10. Sebastopol Monument(Tewodros Square) 

11. 'Dilachen ' Monument( in front of the main post office) 

12. Menelik II Monument (i n Menelik Hospital) 

13. Karl Marx monument 

14. Abune Pet:ros 

15 . Menelik II 

16. Ras Makonnen 

17. Freedom (Miazia 28) 

18. Menelik II (in Menelik Hospital) 

19. Ethio China Square (Ethiopian Airlines) 

20. Yekatit 12 (Sidist Kilo) 

21. Di lachen (Black Lion) 

22. Sebastopol (Tewodros Square) 

23. Pushkin (Sar Bet) 

24. Lion of Judah (Railway Station) 

25. Kagnew Memorial Korea (Afincho Ber) and 

26. The Lion of Judah (National Theatre) 

Churches 

~ SI. Kechene Medhane ~ Menebre Mengist ~ SI. Rufael Church 

Alem Church Kuskuam Maryam ~ SI. Bealewold Church 

~ SI. Kidane Meheret Church ~ SI. Gebriel Church 

Church ~ SI.Mezkaye Hizunan ~ SI. Georgel Ghiorghis 

~ Menebere Leul SI. Medhane Alem Church 

Markos Church Church ~ SI. Mary Church 

~ SI. Mary Church ~ SI. Raguel Church( ~ SI. Selassiel Holy 

(Entota) Entoto) Trinity Cathedral 
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» St. Taka Nigist Beata » Mekane hiwot Abune » Genete Eyesus Church 

LeMariam Church Gebremenfeskidus » Debre Nazreth SI. 

» SI. Yohannes Church Church Yoseph Church 

» Sr. Kirkos Church » SI. Hana Church » Armenian Church 

» St. Estifanos Church » Petros and Paulos » Greek Orthodox 

» St. Lideta Mariam/ SI. Church Church 

Medhane Alem » SI. Emmanuel Church » Nativity Cathedral 

Church » si. Raquel Church » Qebena catholic 

» SI. Tekle Haimanot » Debre menkerat seel kidanemeheret Church 

Church bet Kidane Meheret » Ledeta catholic 

» Yeka Mikael Church Church Church 

» Keranyo » Debre Gelila Amanuel 

Medhanialem Church Church 

Mosques 

» The Grand Anwar Mosque, 

» Nur Mosque and 

» Wele Mohammed Mosque 

Holiday celebrations 

o Timket festival o Meskel festival! The Finding of The 

True Cross o Nations and Nationalities days 

o Ramadan 
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• 

Major historical houses and places 

• Amsala Genet Palace 

• La Garel Ethio-Djibouti Railway 

Station 

• Merkato 

• Genete leul Palace 

• Jan Hoy Meda 

• Sheik Ojele Palace 

• Arada Old Post Offi ce ICinema 

Ethiopia 

• Addis Ababa Uni versity Building 

• Meskel Square 

• The National Palace 

• The parliament 

• Etege Taitu Hotel 

• Menelik II Entoto Palace 

• Leul Mekonen Palace 

• Merha Tibeb Printing Press 

• Menelik II School 

Parks in Addis Ababa (source: AAeTB and 

Addis Ababa In vestment Agency report) 

Sir. Name of the Sub-city 

No. park 

J Afencho ber Gulele 

Park 

2 Hamle 19 Park Gulele 

3 Sheger Park Gulele 

4 Lion Zoo Park Arada 

5 Africa Kirkos 

• 
• 
• 

• 
• 

• 
• 

128 

Menelik II Hospital 

Haile Selassie I School 

Empress Menen Girls' school 

Bank of Abyssinia 

Residence of the world Laureate 

Maitre Arti st Afework Tekle 

Merha Tibeb Printing Press 

Fi nefine Hotel 

park! Addis-
• 

Ethio-Africa 

Park 

6 Peacock Park Kirkos 

7 Ethio-Cuba Lideta 

Friendship Park 

8 Kolfe Park Kolfe keranio 

9 Millennium Park Kolfe keranio 
-- -

10 Mulugeta Abate Kolfe keranio 

memorial Park 

II Bole Park Bole 

12 Bhere-tsege Park Nifas silk 

Lafto 
--. - -

Baldaras recreation Yeka 

center 

14 Ambassador Ambassador 

Menafesha 

15 GolaMenafesha Lideta 
. _-

16 French I Gulele 

Menafe!:J:a I 
Source: AACTB 
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