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ABSTRACT 
For a large country- the second most populous in Africa- with great potential, in terms of resource 
endowment and geographical position, it should be considered an attTactive location for fore ign 
private investment. However, the quanti ty of foreign private investment that entered the country 
in the past decade was disappointedly small when compared to other counh'ies in the region . The 
cumulative foreign private investment in flow to Ethiopia for the period 1994 to 2000, a time of 
economic growth and rapid private sector development, illustrates this point clearly. Thi s is 
because the problems the nation has in the areas of policies, laws practices and incentive schemes 
of foreign pri vate investment. 

The proposal serves as a fi'amework to di scuss private foreign investment inflow to Ethiopia; the 
parti cular problem, the evolution and CUlTent forms of incentive regimes and the experience of 
enacting and implementing these schemes. It is argued in thi s study that current incentive 
sc hemes problems are rooted in their inability to become a means of attracting private fore ign 
investment-foreign capital inflow. 

Certain ly, competi tion is one major reason for the dramatic increase in inveshnent inducements. 
Whether nation is pitted against nation, or rcgion against region, govel11ments want to bring to 
their own specific areas of jurisdiction the jobs, technology transfer, and other beneficial parts of 
the so-called package, which accompanies foreign direct investment. Consequently, just as the 
export subsidy war has heated up in recent years, so has the investment-incenti ve battle. Simpl y 
for the sake of remaining in the incentive ball game, nations, which already have highly attractive 
market systems, are now offering other investment sweeteners. In certain respects, the incentive 
war is ludi crous. Thus the lure of investment incenti ves is the number one "weapon" to win the 
battle of granting investment-incentive schemes . The second moti vation for governments to offer 
investment incentives is to attempt to offset conditions within the host country, which are 
wOlTi some to multinational enterpri ses. 

Thus the study tTaces theoretical and legal fi'ameworks of developing countries which would 
serve as a standard against which Ethiopian policy, legislation and practi ce in the area should be 
judged; and the problems of the incentive regimes of pri vate foreign investment in Ethiopian 
investmen t laws and practices, outlining the areas in which both the lega l system and practice of 
pri vate foreign investment fails both businesses and individuals in the three successive regimes. 
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INTRODUCTION 

This study intends to examine whether incentive regimes of private foreign investment laws and 

practices in Ethiopia have evolved in the direction of facilitating, attracting and encouraging 

foreign investment. It is conducted with in the framework of private investment policies 

f0ll11ulated and laws enacted for the pri vate sector in general and for foreign investment in 

particular. 

The private foreign investment can perform a direct beneficial role by producing exportable 

goods and services, and an indirect role by producing such goods and services which may help in 

producing other exportabl e goods and services or in replacing imported goods and services, 

Besides, an indirect role can also include developing mfrastructure facilities, which may 

encourage further private foreign investment inflows, But if the private foreign investment is only 

for capturing the domesti c market, it may still generate profit for the investor, but such profi t may 

leave the country in scarce foreign exchange ,l 

~ 
There are two other serious implicat ions , First, in profitable domestic consumpt ion sectors. 

foreign investments may overwhelm domestic mvestors (which may general ly not be as strong as 

the forei gn counterpa~ts) and in some cases may eliminate them. Second , some critica l sectors, 

like land , mineral s and forests, where countries often like to have effective control on ownershi p 

because of social, political and sb'ategic reasons, may, in a big way, pass under the control of 

foreign national s.' 

[",'estors fro m industrialized countries want to come to developing countries for three main 

re~ sons. First they apprehend that the retull1 on ca pital III thei r home country IS not adequate: 

second they lVant to combine their capital with the cheap labour of the host country to red uce the 

I 
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interests from any obstacles will end up perpetuating exi sting problems in both foreign and 

domestic pri vate investment and in the economy as a whole. 

Pri vate foreign investors are obviously reluctant to invest in a state with an unattracti ve busi ness 

atmosphere where property is insecure and the prospect of earning a profit is gloomy. 

Consequently, most potential foreign investors are sensitive and apprehensive of unduly extensive 

legal limitations and unsustainable legal framework on investment of capital. Thus, the research 

will indicate the need to remove deterrents, including unpredictable and frequent revisions of 

laws, which exclude private investment from full participation in the economic growth . 

The study is organized in four chapters: the first two are devoted to elaboration of the fra me work 

and subject matter of private foreign investment; the third deal with hi storical development of 

private foreign investment, laws, practices and problems of incenti ve regimes in Ethiop ia 

.Chapter four of the conclusions and recommendations will state the lessons learnt from such an 

exerci se and the measures to be taken 

Chapter one attempts to establish the general theoretical context and subject matter within which 

the study conducted. This is called for by the existence of conflicting propositions that surround 

the role and importance of foreign investment for development in general, and the place of law in 

development .It summarizes the major theories and legal frame works of foreign investment in an 

attempt to pin down general approaches toward resolving problems of incentives regimes in 

attracting foreign investment in Ethiopia. T hi s sets the stage for a discussion 0 f the incentive 

schemes policies and laws that might give expression to these solutions. 

Accordingly chapter two takes up the operations and forms of regulatory framework regime of 

foreign investment in order to determine whether it provides a broad framework within which 

Ethiopia may have to create and implement its own laws . Chapter three examines and discusses 
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the evolution of incenti ve regimes of private foreign in vestment in Ethiopia in the three 

successive regimes and cun ent incentive schemes and problems to propose measures to be taken 

for incentive prospect. 

The conclusions and recommendations, in chapter four, underline the great difficulty of 

Eth iopia in having its own clearl y defined policy refl ected in at least re lative ly stable 

laws in the area of private foreign investment and their incentive regimes . 

Sources 

The collection of material s issued by various government departments and private enterprises was 

achieved with difficulty - through the assistance of personal friends and acquaintances - and 

supplement by pertinent interviews. The reluctance of many to aid any ' research' , which they 

wrongly equated, with some form of ' auditing ' of their activities was fonnidable. More than thi s 

the relevant organ of government-Ethiopian Investment Commission-has not lIpelateel its data on 

implementation and operati on stages of private foreign investment activities for the years 20031 

04 much less existence of monitoring reports on incentive schemes. 
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CHAPTER ONE. 

THEORETICAL FRAMEWORK OFPRIVATE FOREIGN INVESTMENT 

1.1 INTRODUCTION 

This study seeks to examme whether and how private fo reign investment 

incentives have been and might be relevant to attracting and encouraging private 

foreign capital and to the economic and technological development of Ethiopia. It 

hopes to achieve this by presenting and developing a theoretical and legal 

framework of private foreign investment pertaining to a number of underlying 

issues and putting the Ethiopian case to scrutiny on that basis. 

The investment of private foreign capital in countries like Ethiopi a has three 

principal facets - economic, political and legal. Each of these substantially affects 

the availability of private, especiall y foreign, capital for the economic 

development of a poor country. The policy and legal aspect of private foreign 

investment incentives, thus, deserves special attention because the volume of 

private foreign capital flowing depends partly and mainl y on the sufficient and 

effectiveness of incentive regimes and of the legal machinery to attract and protect 

private foreign in vestments. I 
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The gap between domestic i nvestment a nd savings has remained w ide thereby reinforcing the 

need for private foreign investment in the development 0 f the economy. Thus, at present, the 

saving gap in Ethiopia is met through investment generated from foreign savings, more 

specifi cally, development assistance and foreign investment. It shows that although the 

in vestment climate has seemingly improved greatly in recent years there are still many aspects of 

in vestment promotion where improvements are urgently needed. More importantly, Ethiopia does 

not yet 

have an investment promotion strategy nor does it have a clear vision of where it fits into the 

global investment strategies of transnational corporations (TNCs). ' At the time writing thi s 

paper, investment policy stTategy in Ethiopia basically which was said to be consisting of broad 

statements of development objectives and an investment code e laborating the in vestment 

framework and the sectoral activities identified by the Government were priority investment 

areas, but now is being dictated by an outward- oriented trade regime.' 

However, the very slow economic growth and absence of food security in our country constitute 

some of the pressing problems today more than ever. The problem requires giving more emphas is 

on pondering and finding solutions in the economic development. [t is in the amidst of finding 

solutions to this serious problem that private foreign investment policy and law have been called 

to life for the purpose of encouraging and stimulating private capital investment, mainly private 

foreign capital pm1icipation , in the socio-economic growth and development of the country. For 

private foreign capital to take place, that is, for foreign private investors to commit their funds in 

economic activities, private investment pre-conditions such as politica l stability, liberalization of 

both domestic and foreign trade, effecti ve and efficient privatization process, transparency, 

procedure of treatment o f free of corruption , and developed infrastTucture have to be met. ot 

6 



less important than these are the incentive regimes accorded to private foreign investors that 

attract much. 

With thi s in view 1.2 and 1.3 will tackle the general theoretical frame work of the determinants 

of private foreign investment and the centra lity of private foreign investment in contemporary 

finance-for-development theory (respectively) ; and 1.4 will be devoted to the subject matter of 

private investment in general. 

1.2. Theories Of The Determinants Of Private Foreign Investment 

It is important to distinguish between two forms of investment: portfolio investment and direct 

investment. Portfolio investment involves the acquisition of stocks and shares, financial deposits, 

and other financial assets in order to earn a return on surplus funds. Direct investment is 

fundamentally different. The European Commission defines foreign direct investment (FDI) as 

' the establishment or acquisition of income - generating assets in a foreign country over which 

the investing firm has controI 4 'Control ' would normally imply not only the ownership of shares 

in an operation but also some degree of management control. This may include a joint venture, 

especially where the company in question has a majority share holding. 

Foreign private investment involves a strategic decision on the part of a company. It is usually, 

though not necessarily, regarded as a long - term commitment on the part of the investing firm. Its 

basic purpose is of course to generate a financia l return, like pOitfolio investment, but the means 

of doing so and the implications for the company and the host c ounlry are quite different. A 

company, which builds a major new plant abroad, may not be able to sell the plant at an 

acceptable price if the investment is a failure . Nor can the company easily recover its investment 
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crucial. Wars and civi l unrest are and obvious case where loss of life or destruction of properly 

may result. Turbulent changes of government may also lead to volatili ty in the business 

environment, leading to the nationalization or con fi scation of foreign assets. 7 

Writers on foreign pri vate investment have tri ed to formali ze the reasons for FDl by develop ing 

or applying theoretical explanations. Some of these ideas are derived from the theories of 

international trade, investment, or marketing. Each of them contributes towards our understanding 

of the underlying reasons for FDI or offers and explanation for a particular kind of FOI, but there 

is no complete theory of foreign private investment" 

In traditional t heories 0 f international h·ade, countries specialize i n producing g oods in w hose 

production they have a comparative advantage. This enables them to use their resources of land or 

labour in the most productive way and to export their surplus production. Other goods are then 

imported from countries that can produce them relatively efficiently. If all counh·ies exploit their 

comparative advantages - and al l countries are comparatively (though not necessari ly absolutel y) 

better at producing something - international h·ade wi ll benefit the world as a whole. The basic 

theory of comparative advantage was later adapted in the Heckscher - OOhiin Model. Heckscher 

and Ohlin argue that comparative advantage stems from di fferences in natural factor 

endowments. Where land or labour are in plentiful supply, their cost will generally be lower. Not 

only will a country with abundant or productive resources develop its own industries which use 

these resources, it will al so attract fore ign firms. Thus, these theories offer an explanation for FDI 

as well as for international trade. 9 

In its basic form, traditiona l theory helps to explain why resource - intens ive acti vities, like 

extractive industries, agriculture, and even tourism, are attracted to particular countries or regions. 

If comparative advantage stems from acquired or created assets as well as natural resources, these 
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theories can also be applied to films in other industri es which are in search of specific labour 

ski ll s, technology, and other sophisticated assets. In a broad sense, ITaditional theory provides an 

underlying exp lanation for foreign private investment, but it does not capture the variety of 

factors which affect foreign private investment decisions in paractice.'o 

In understanding what private foreign investment is and how it works t here are at I east three 

theoretical frameworks coined by scholars in the area: capital arbitrage theory , product life­

cycle theory and Dunning' s eclectic theory of foreign private investment. Arb ib'age in capital 

markets is the process by which financ ial assets are bought at a lower price in one market and 

sold at a higher price in another. Alternatively, funds may be bOlTowed at a lower interest rate and 

loaned to someone else at a higher rate, The arbitrageur does this, of course, to make a profit but 

the effect of arbitrage is to equalize prices or interest rates between markets, provided there is 

completely free movement of capitaL As long as there are price or interest rate differences 

between markets, capital will be attracted to the markets where it can earn the highest return. " 

This theory has been applied to flows of foreign investment. It is easy to see its applicability to 

portfolio investment as this type of investment is often very sensitive to international movements 

in interest rates a nd other factors. It is less readily applicability to foreign private investment' 

which responds to long - term rather than short - telm factors, However, in a general sense, any 

investment will be atb'acted to locations where there is a prospect of a higher return. In the case of 

FDI, the profitability of an investment is often influenced by a combination of factors , so capital 

arbib'age theory only offers a rather general explanation, 12 

The second type is Vernon 's theory of the product life cycle, which is sometimes applied to FDL 

Vernon argued, on the basis of empirical research, that a new product would initially be 

manufactured, say, in the USA, then as the US market developed, opportunities for expot1ing to 

other advanced countries would arise," When the US market reached maturity, these other 
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markets would have grown large enough to justify investment in production plants in those 

countries. As these markets mature, production would become more standardi zed and price 

competition would become more intense. Producers would then look for lower ~ cost locations 

for production, probably in developing countries. This theory helps to explain why products once 

manufactured in developed countries are in due course made at lower cost in developing countries 

and then expOlied to the original producing countries. l4 For example, a number of European 

textile machinery manufactures, who formerly supplied the European textile industry, now have 

their main markets in Asia where most of the low-cost textile producers are based. Labour costs 

may be lower in the developing country but economies of scale could be achieved by 

concentrating production in an establi shed plant at home. Product life ~ cycle theory helps to 

explain why some products follow a particular pattern of production and FDI. It does not explain 

why some products are first produced in developing countries or why simi lar products sometimes 

appear simultaneously in different countries." 

The third type is Dunning's eclectic theory of FDI .The eclectic theory of FDT brings together a 

number of explanations for FDI which can be classified either as ownership ~ specific advantages 

(0), location ~ specific advantages (L), or internalization advantages (I). For this reason it is also 

known as the OLI paradigm. Ownership ~ specific advantages arise because FDI allows a 

company to retain ownership of its foreign subsidiaries (though FDI may involve conh'ol without 

full ownership). 160wnership enables it to enjoy exclusive use of patents, technology, research, 

management, supply chains, financial sources, and marketing techniques. These factors enable it 

to obtain economies of scale at the level of the firm as a whole (not necessarily at the plant level). 

Location ~ specific advantages relate more closely to the h'aditional theories of FDI. Location 

provides access to raw materia ls, low ~ cost labour, and markets. It may also help a firm to avoid 

trade ban'iers and other govel11ment restrictions." 
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The electri c theory of FDI provides a wide range of possible explanations for FDI, suggesting that 

investors are motivated by a combination of these factors, The theory is probably reali stic, but it 

does not offer guidance on which factors are likely to be the important ones in particular 

circumstances. 

In general, though class ification of private foreign investment studies is a difficu lt task, 

Frey (1 984) classified (empirical) studies about the determinants of foreign direct 

investment under three categories .IS 'Much politics little economics ' (approach A), 

'Much economics little politics ' (approach B) and 'Unstructured amalgamation of 

economics and politics' (approach C). H e n oted, studies in a pproach A focus whether 

private foreign investment is detemlined by political stability/instability. The conc lusion 

in general is the private foreign investment is not affected by political instability.19 But 

thi s may not hold tme for Ethiopia Foreign Investment was almost at hati during Ethio­

Eritrea conflict 

Approach B basically employs economiC vat' iable (GNP, labor cost [location], human 

capital, etc .) and analysts along thi s line in general found stati stically significant resu lts. 

Finally, approach C tri es to specify economic factors by taking into account some 

variables like country ri sk indicators 2 °rt is maintained that most of these studies rarely 

give convincing reasons based on theoretical notion. Hence, a politico-economic model 

with sound theoretical explanation is good model to explain the determinants of private 

foreign investment. 21 

In sum, the theory of determinants of private foreign in vestment covers a range of explanations: 

the pure capital movement, product cyc le, industrial organization , the stagnation thesis as well as 
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other political consideration." In Ethiopian context, the pure capital theory does not work for the 

assumptions simply do not hold. The North-South hypothesis is not workable either, for il is more 

relevant to countries with good industrial base and infrastructure. 23 

Be that as it may, it is the lure for investment incentive that plays more of the role for the 

inflow of foreign private investment. Thus, without a doubt, intense competition among 

regional, continental and national governments, and competition on global level do 

permit intemational investors the opportunity to attract a wide array of incentive-package 

offers.. Thus, a wide vari ety of incentives, including tax breaks, loans, out-right grants, 

free training of workers, fi'ee site selection and site-preparation services, and research­

and-development subsidies, are now provided by many sub national governments to job­

creating foreign investors. 24 

Certainly, competition IS one major reason for the dramatic ll1crease It1 investment 

inducements. Whether nation is pitted against nation, or region against region, 

gove111111ents want to bring to their own specific areas of jurisdiction the jobs, technology 

transfer, and other beneficial pa11s of the so-called package, which accompanies direct 

investment. Consequently, just as the export subsidy war has heated up in recent years, 

so has the investment-incentive battle. Simply for the sake of remaining in the incentive 

ball game, nations which already have highly attractive market systems are now offering 

investment sweeteners. In certain respects, the incentive war is ludicrous, especiall y in 

federal systems of govenunent. The second motivation for govemments to offer 

investment incentives is to attempt to offset conditions within the host country, which are 

worrisome to multinational enterprises. 25 
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It is qui te easy for international firms to get caught up in the euphoria of the investment 

incentive war now being waged by national and sub national governments, but incentives 

must be kept in perspect ive. I n a Imost all cases, government incenti ve policies should 

rank far below market, labor, resource, energy, transportation , communications, quality 

of life, and other criteria used in making an investment decision. For example, Singapore 

offers a well-developed economic infrastructure, a favorable geographic location, a stable 

political climate, a lack 0 f corruption, a highl y pro-business environment, an educated 

work force, and preferential access to the high-growth ASEAN market. An investment in 

Singapore may thus be much more advantageous in the long run for a foreign lirn1 than 

an investment in a neighboring nation which lacks many of these features but is willing to 

furni sh a lucrative incentive package. 26 

1.3, The Centrality of P"ivate Foreign Investment in Contemporary Finance-for­

Development Theory 

There are certain simple propositions in economics that acquire the status of axiomatic truths, 

sometimes even the force of law. One of these, in our time, is the proposition that if a developing 

country (DC) seeks economic growth and welfare for its people, then the principal mechanism to 

do so is to try to attract foreign direct or private investment (FDI or FPI);27 and, furthermore, that 

in a globalized world, where capital is free to move where it will , the DC needs to offer 

competitive terms to attract private foreign investment, which is termed as waging a war of 

incentives28 

This simple proposition is often qualified with the addition, however, that private foreign 

investment is not a sufficient factor for growth (for there are other factors that affect growth too) 
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mechan isms, such as public/private partnerships and investment agreements, can be important. 

We emphasize the need for strengthened, adequately resourced technical assistance and 

productive capacity building programmes, as requested by recipients."" 

1.4 The Subject Matter Of Private Foreign Investment 

The subject matter of private foreign investment is very wide topic of which an exhaustive 

discussion is beyond the scope of this thesis. Accordingly, this section tries to present an over 

view of the concept in an introductory manner. 

Private fore ign investment is the movement or inflow of foreign capital from one country to 

another. Foreign capital means any transfer of funds from one counh-y to another that does not 

involve any counter movements of goods or services from the recipient country·l2 Foreign capital 

means ... that type of capital that enters the country to participate in the economic development 

or productive activities on a long term transfer basis. This takes the form of foreign private 

capital , which is desti ned for a return. Traditionally the flow of private foreign capital has mainly 

taken the form of either direct investment, where managerial control went along with capital out 

flow, or portfolio investment, where the purchase of foreign securities did not give contro l of the 

. 13 
enterpnse: 

One problematic aspect about the debate on private foreign investment is that there is a confusing 

alTaY of definitions of private foreign investment or, worse, no definition at all , only a 

presumption that private foreign investment" (irrespective of what it means) must be ath-acted to 

I stimulate growth. In one rare attempt, the Economist defined private foreign investment as a 
.[ 

package, a "bundle" . The point about private foreign investment is that it is far more than mere 

"capital ", it is a uniquely potent bundle of capital, contacts, and managerial and technological 

knowledge_ It is the cutting edge of globali zation35This definition of private fore ign investment 

16 



j 

, 
r 

does rai se a question: if private forei gn investment is indeed a "bundle", can it be unbundled? 

Can it be unpackaged? Can a developing country say to the bearer of private foreign in vestment: 

"We' ll have your technology, but we'd rather depend on our own savings as capital, and we will 

provide the management ourselves"? Or is in the very nature of private foreign investment that it 

comes as a "bundle"- take it or leave it? 36 

Private fore ign investments are initiated for many different reasons. Sometimes it is the natural 

succession to a successful period of increasing export sales to a fore ign nation, when the private 

foreign investor believes the foreign market is sufficiently large to justify forei gn production. 

" Local, foreign production will reduce transportation costs of fini shed products sold in the 

domestic market of the foreign nation, and will allow the use of local resources avai lable at lower 

cost, especially labor. 38 

With regard to the role and impact of foreign private investment to Third World economies, there 

are fundamental disagreements about the nature, style, and character of a desirable deve lopment 

process. We shall see some of these in the following. To start with, the pro foreign investment 

arguments s tate that, " foreign private investment (as well as forei gn a id?) is typically seen as 

away of filling in gaps between the domestically available supply of savings, foreign exchange .. 

. and the d esired level 0 f these resource necessary to achieve g rowth and development targets. 

Thus, the contTibutions of foreign private investment could be summarized as follows: 

Therefore, the firs t and most ofien cited contribution of private foreign 
investment to national development. .. is its role in filling the resource 
gap between target or desired investment and locally mobilized savings. 
A second contribution, analogous to the fi rst, is its contribution to filling 
the gap between targeted foreign exchange requirements and those 
derived fi"01ll lIet export earnings plus net public fore ign aid the third 
gap said to be filled by private fore ign investll1ent is the gap between 
targeted governmental tax revenues and locally said taxes. Fourth and 
finally there is t he gap in management, e ntrepreneursilip, technology, 
and skill presumed to be partially or wholly filled by the local 
operations of private foreign firms. J9 
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demanded by a small rich minority of the local populations; that because of MNC acti vities local 

resources tend to be evacuated for socia lly undesirable projects; that they use their economic 

power to influence government policies in directions unfavorable to development; that they may 

damage host economies by suppressing domestic entrepreneurship and using their superior 

know I edge, world widecontracts,etc. 
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CHAPTER TWO 

LEGAL FRAMEWORK FOR INCENTIVE REGIMES OF PRIV ATE 

FOREIGN INVESTMENTS 

2.1 Fot'm of Private Foreign Investments 

There are a number of different forms of private companies available. 'The following are some of 

the possible forms of business organizations available for private foreign investors 111 many 

countries. These are personal associations2 and other kinds of business organizations] 

Investment laws in some under-developed countries make mandatory domestic partnership a pre-

condition for the establishment of any commercial enterprise by foreign investors. Often the law 

fixes the percentage of the requi site domestic-capital participation. For example, no company is 

allowed to engage in the exploitation of natural resources in Brazil unless 5 1 percent of its capital is 

locally owned. 4 

The partnership 0 f foreign a nd local capital is a commendable method 0 f financing economic 

development. It is beneficial to the investee state because it affords a good opportunity for 

training indigenous entrepreneurs . On the other hand, foreign investors sometimes seek 

partnership as a guarantee for their capital and enterprise against local political measures. 

The disadvantages of compulsory domestic partnership in most foreign -owned enterprises were 

exposed by the Malayan Government's Statement: Limiting the amount of capital in any 

enterpri ses is tantamount to linking the rate of industrial development - - - to the amount of 
(' 

capital which can be raised 10callySThere is no assurance that local capital will come forward 

into industry at any particular rate and any such limitation of foreign capital must therefore limit 
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the rate of such development to an unknown extent wh1ch is most undes1rable at the present 

stage. 

Thus to prohibit the en~'y of foreign capital except when there is collaboration wrth local caprtal 

is to create a serious set back to the economic development of a country, 

2.2 Major Investment Incentive Scheme 

As mentioned in the preceding section of this paper, Investment is not generall y made lor rea sons 

of welfare. but it is to make profit in a kind of retu111. except in case of public in vestment. "h1eh 

is for social and economic services. 

Furthermore. \V hat m oli vates private foreign investors to invest and commit t heir funds 1 S 110\ 

only their economic acti vrt1es out of ,,'hic h they are to extract profits, but also the incent1ves and 

guarantees glven and promised to them by investment enactments, That is, investment policies 

create adequate incentives systems to build the confidence of private foreign investors and help 

them operate profitably, 

Thus, some of the incenti ves that are granted to foreign private investors are incentives given III 

the form of one stop service , income tax holiday, import and export duties relief remittance of 

capi tal , loss carried forward (that is, business enterprises that suffer losses during the tax holrda y 

period ca~ ca1TY forward such losses following the expiry of the exemIl'tion period) , acqUl sition of 

immovable property, and, above all , legal protection against expropriation, and if the need anses. 

with adequate, prompt and effec tive compensation, when a glven holding is wanted for publiC 

interest. ' Nevertheless, the reality in developing countries witnesses arbitrary expropriation " 'ith 

no adequate, prompt and effec ti ve compensation due to authoritarian rule and cumbersome 

bureaucratic procedures. 
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2.3 Guarantees and Protection of Private Foreign Investments 

"Olle or Ihe IIWIIY cOllses usualll" ciled as respolISible for fOday's shorlage of private 

illl'eSlillellt ill the underdeveloped {sic}" countri es is the unfavorable investment climate ex isti ng 

in a number of them," wrote Fatouros. Here, in\ 'estment c limate refers to the general attitude in a 

given country towards private foreign investment as it affects investor ' expectation , where 

political. psychological. 

cu ltural. and many other e lements, of diverse character are involved and contributed to the 

fonnatioll of a co ulltry's investment climate. II) "Slricr/y legal elements are a/so present, alld most 

or Ihe (Jlher elelllellfs directly a/reci . in vestme11t through legal forms (Jlld mechallisms . .. I j 

according to Fatouros. It should not be forgotten that the in vestment c limate is but one of many 

factors affecting the flow and putting of private capital. Fatouros also said: 

the problelll of. inveSllllell1 is bill one of 1I10llY problellls 
related 10 the questioll of ecoJ/omic development today , and il 
should b e \I ielVed j /I i Is c lose r elatioll (00 flier/acrors i IIvolved, 

sllch as internalional [and dOlllestic) Irade techllological 
develc:plIlelll, naliollal culture. social SlrUClIIre, education. alld 
SOOIl. ' 

To prospect ive private foreign investor, the exi sting legal , political and economic situations 

regarding private investment are no doubt not only important enough by themselves; but also the 

legal situation is even more important as an indicat ion of the situation which will exist in the 

future , since by investing liis capital an investor is subjecting it to the impact of future bhanges. [n 

other words the private foreign in vestor has to be made reasonably certain of the future ; he !TIust 

be made that there is little or no possibility of the creation of an unfavorable legal situation , at a 

later date, which will be detrimental to his investmenl. ;'Thus; 

The [private foreign] investor has such aSSlIrance \Vhen 
favourable legal silUation has exisled for a sufficientlv long lillie, 
or when the cOllnt,y 's economic and political structure is so 
stable 'hat there is lillie probabilily of any radical change ill the 
immediate {wlIre,lJ 
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In the case of many of the developing countries, including Ethiopia, however, it is almost 

impossible to predict with confidence that conditions of stability and securi ty wi ll exist during the 

period of dynamic change ahead. Of course, such countries are badly in need of capital and seek 

method of attracting the same. Hence, arises the need for legal guarantees to the prospective 

private foreign investors in order to assure them that they wi ll receive, in the future , a well today, 

cel1a in defin ite legal treatment, as specified in the guarantees, and consequently that they need 

not fear any major change unfavorable to their interests in legal or political conditions. ls 

The basic devices most commonly used, in guaranteeing non - commercial risks, are special 

statutes and statements of government policy regarding private investments. In vestment laws 

provide a variety of measures intended to encourage and attract private investments"' . Guarantee 

may also be found in constitutions and codes as well as fai r treatment, non di scrimination, and the 

like. In this regard, Fatouros wrote: Few investment laws give absolute assurance against 

I expropriation, unconditionally guarantee . .. investlllent against expropriation for certain period 

after the original investment. " Moreover, quite different considerations app ly with regard to the 

I guarantees given to private foreign investors by virtue of investment laws. The content of such 

guarantees is well determined, since they are given by special instruments, each of which refers to 

single private investor. 

l 
2.4. Facilitating Private Foreign Investment 

1 One of the most widely recommended and widely instituted changes has been the move to some 

I kind of " one stop shop" approach to the management of a government 's relations with foreign 

investors. " The one- stop shop takes various forms in practice. The expectation that typically lies 

I behind such a tit le, however, is that a single organization in a country is to ha ve responsibility for 

I 
a conducting or coordinating various matters related to the entry or supervi sion of foreign 

investment. Thus, a would-be foreign investor would have to dea l on ly with this one organization 

to obtain a ll the permits needed to invest in the country. " 
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CHAPTER THREE 

PR1VATE FOREIGN INVESTMENT IN ETHIOPI A AND PROBLEM S 

OF 

IN CENTIVE REGIMES : THE LAW AND TH E PRACTICE 

Thi s Chapter o ffers a hi ghli ght of nati onal determinants of foreign ill\'Cstment nows into 

Ethi opia, Ethiopia 's polic ies and laws on pri vate foreign investmen t in bri ef, and as the 

main body of the thes is, the problems of incenti ve regimes in detail. 

3.1 Nation al Determinants of foreign Investment Flows into Ethiopia 

There are a number of pos iti ve strategic fac tors that makes Ethiopi a an attracti ve location 

for foreign investment. I Some of these positive e lements inc lude: ' i ) large domest ic 

market and a unique geographica l location enabling investors in Eth iopi a to service 

markets and customers in East Africa, No J1h Afri ca and the Midd le East and to 

competit ively supply spec ifi c products to selected European markets. T hese are all 

reasonably afnuent markets wit h pos iti ve growth prospects over the mediu m - term ; ii)A 

un ique hi sto ry, nati onal cult ure and traditi on with a pool of hi ghl y educated eli te to draw 
l 

upon as managers and adv isors , with Engli sh (the language o f business ) widely spoken ; 

iii) A resurgent pri vate enterprise e thos, with a pOl1 fo li o of loca l and regiona l enterpri scs 

estab li shed b y indigenous entrepreneurs that deserves to be better promoted includ ing an 

emerging group of intern ati ona ll y recogni zed companies (e.g Ethio pi an Airli nes) that 

have a Iready establi shed a competiti ve m arket presence; i v) A com parati vely s are a ncl 
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Ethiopia on entelprise deemed to be beneficial to the countl)' for the 
achievement of this policy, the government is prepared to grant special 
facilities to new enterprise stated in Ethiopia withforeig" capita!. " 

Thus the policy statement emphasized the main consideration to encourage only those enterpri ses, 

which were deemed to be beneficial to the country. But what is beneficial? It is not clearl y 

defined by the policy, or which industries are likely to benefit the country or above all the 

reasons, which would determine whether an enterprise was "beneficial" or not. 7 Therefore, thi s is 

an average criterion that needs interpretation. 

The peculiar feature of this notice from subsequent by-laws of private investment was its sole 

commitment as a policy formulation to provide incenti ve schemes only to foreign investors. By 

the decree of 1963 however the Imperial Government was committed to "encourage private 

capitals in vestment both domestic and foreign and its aim was accelerated growth and 

development of the economy of the empire of Ethiopia '" 

In the 1966 proclamation, it was stated that increased investment of private capital, both foreign 

and domestic, was vital to the accelerated growth and development of the economy of the Empire 

of Ethiopia; and it was desirable that a special and comprehensive law be enacted for the purpose 

of stimulat ing and encouraging future private capital investment.9 To encourage thi s, the law 

provided various benefits, privileges and exemptions. Thus, incentives given to investors at that 

time were income tax relief, import! export duty relief s, remittance of foreign exchange, that is, 

remittance of profits of forei gn in vestors to their countries of origin and repatriation of the net 

proceeds belonging to a foreign investor, and acquisition of immovable for foreign investors, 

which otherwise was and still is not allowed. 10 

A sluggish growth performance, during 1974-1991 was a result of low level of investment 

triggered mainly by the development strategy pursued by the military regime, which hact changed 

the structure of production relation thereby, the economic policy of the country at large, in fa vor 
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of the socia lized sectoLl 1 The investment policies of the Oerg period included extensive 

nationalization of medium and large scale enterpri ses, setting up of a central planning framewor~ 

for the management of the new public enterpri ses and issuing of legislations which barred Ollt 

private investment in all sectors beyond small scale ventures in industry and trade as well as 

restricting their operation to a si ngle line activity and forbidden pri vate commercial venture in 

agri culture and finance. " 

The above so·ategy drastically changed the structure of capital formation in the country. The share 

of public investment expenditure grew from about 30% of aggregate fixed capital formation in 

early 1970 's to more than 85% by the end of 1980'su This was mainly attributed to public 

enterpri ses that followed the nationalization scheme while private investment share fall from 

about two third to less than 15%.14 Thus, it was a period where nationalization and expropriation 

as basic means of production were high on the agenda, than to fo llow a policy of promoting an 

encourage the parti cipation of pri vate capital. 

At the last periods of the regime (in 1989- 1990 's) the need for economic reform was rea li zed. 

The country became member of the Multilateral Investment Guarantee Agency IM.I.G.N by 

adopting a kind of mixed economic policy"' . But the reform was too late, for it was quarter to 

twelve for the regime to stay in poweL 

3.2.2Policies and Laws on Private foreign Investment in Ethiopia since 1991 

Revising the pattell1 and o·end, the new Govell1ment has pursued different Investment Policy 

Ii-om that of the Oerg. 

The Transitional Government which was established in June 1991 , follo wing the fall of the Derg, 

has enacted economic and investment policies, which have continued to be functional even under 

the Federal Democratic Republic of Ethiopia (FORE), ." 

29 



The policy further specifies that the major hindrances to economic development during the 

previous period was the restrictive policies followed on the activities of the private sector; and so 

a change in the same is n eeded with the perspective of doing the following " create enabling 

conditions for the participation of both domestic and foreign capital in various economy activities 

without any capital limitation; remove ex isting bureaucratic procedures and red tape and 

introduce laws and regulations to enhance domestic and foreign pri vate capital p3lticipation; 

provide incentives and encouragements to promote domestic capital participation and 

participation of private foreign cap ital. 19 

Besides laying down the above cond ition , the policy states that new policy, laws and regulations 

concerning money supply, credit and interest, taxes and incentives which are consistent with the 

new economic policy, have to be enacted.'o The policy further acknowledges the decisive role of 

private capita l for the development of large scale modern farming and that of the industrial sector 

with respect to the participation of private investment it is stated that no capital limit barrier 

would be laid on it, and promise to provided guarantees of ownership as well as adequate 

incentive system for enhancing wide-scale private investment2l 

The policy makers have accordingly dratied a comprehensive legis lation , whi ch they beli eved 

would address the iss ue of encouragement, expansion and coordination of in vestment activ ities in 

the counlTy. " The in vestment proc lamations and regu lations are the exact rellection of the 

economic pol icy, and close look at th ese provisions on opportuniti es for in vestment wou ld enable 

liS to gras p the policy ' s attitudes to wards the same opportunit ies.2, 

The present Government has laid down its major in vestment objectives when it formulated 

in vestm ent policy in Proclamation No. 37/ 1996. Accordi ng to the above Proclamation areas of 

investment are classified into four different categories." The first category, as per Article 5 of the 
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The policy further speci fi es that the major hindrances to economic development during the 

previous period was the restri ctive policies fo llowed on the activities of the private sector; and so 

a change in the same is n eeded with the perspective of doing the following" create enabling 

conditions for the participation of both domestic and foreign capital in various economy activities 

without any capital limitat ion; remove ex isting bureaucratic procedures and red tape and 

introduce laws and regulations to enhance domestic and foreign private capital participation; 

provide incenti ves and encouragements to promote domestic capita l parti cipation and 

participat ion of pri vate foreign capital. " 

Besides laying down the above condi tion, the policy states that new poli cy, laws and regulations 

concerning money suppl y, credit and interest, taxes and incentives which are consistent with the 

new economic policy, have to be enacted.'o The policy further acknowledges the deci sive role of 

private capita l for the development of large scale modern farming and that of the industrial sector 

with respect to the participation of private investment it is stated that no capital limit barrier 

would be laid on it, and promise to provided guarantees of ownership as well as adequate 

incentive system for enhancing wide-scale private investment" 

The policy make rs have accordingly drafted a comprehens ive legislation , which they bel ieved 

would address the issue of encouragement, cxpansion and coordinati on of investment act ivities in 

the country. " The investment proc lamations and regu latio ns are the exact reflection of the 

econom ic poli cy, an d close look at these prov isions on opportuni ties for investment wou ld enable 

LI S to gra sp the po licy's attitudes to wards the same opportuniti es ." 

The present Government has la id down its major investment objectives when it formulatcd 

investment policy in Proclamation No . 3711996. According to the above Proclamation areas of 

in vestment are cl assified into four different categories .'·'The first category, as per Article 5 of the 
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proclamati on, is an area of investment that is reserved for the Go vernment. " The Proclamation, 

in its Artic le 6(4), has also attempted to exhaustively li st or enumerate, in its attached schedule, 

areas o f investment exclusively reserved for domestic investor as a second category. The thi rd 

category, as per Articl c 7 of the samc proclamat ion, is a rea s reserved for j o in t investment. where 

only in partnership with domesti c investors when the investment exceeds 20 million US do llars, 

and th ese areas are; eng ineeri ng and metal lurg ical industries; pharmaceut ical indu stries; basic 

chemica l and petroc hemical industries; fertilizer industries. '" Furthermore, the equ ity share of the 

domestic partners, in these areas, in a jo int investment made pursuant to sub-Arti c le ( I) o f Alt ic le 

7 sha ll not be less than 27%. Moreover, it has to be noted here that nothing prevents domestic 

investors fro m in vesting in said areas so le ly by themselves ." 

Both the in vestment part of the pol icy and the proclamation provide that. apart from the areas 

which arc reserved for the government, and tor domestic investors, and those areas which are 

allocated to the j oint investment with the domestic investors. Other areas, as a fourth category, are 

open for fore ign investors w ith out any spec ification ." 

3,2.3 Private Foreign Investment Inflow to Ethiopia Since 1991 

(a) The Level and Value of New Investment Projects 

The number, sca le and orig in o f new capita l investment proj ects as reported by the EIC are shown 

in Appendix tables 1.3, whi ch co vers th e post 1992/ 1993 periods. T llcrc may be an clcmcnt of 

under report ing o f investment pro.j ects during the earl ie r years. It is al so. poss ibl e that new proj ect 

expenditure by ex is ti ng fo reign direct in vestment in Ethi opia has not been fully recorded. The 

fi gures are thus best sccn as major new capita l in vestmcnt proj ects and representing gcnu inely 

important add it ional to the natio n's cap ita l stock'· 
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The main points to note in relat ion to the number, value and scale of new investment projects 

which have commenced operation in Ethiopia (as di st inct from be ing approved or in process of 

implementation) are that only 19 new and ex pansion private foreign i nvestment projects have 

become operational in Ethiop ia over the post-I 9921 1997 period . compared to ove r 1.160 

domestically funded projects:w As expected , the average va lue of private fo reign investment 

projects at EB 169 million is much bigger than domestic projects, which have average EB 4.8 

milli on to date ." This va ri es a little by sector and region. Foreign capital and joint ventures 

represent the main source of major industrial ventures; 

The recent growth in private foreign investment resulted in a situation where, for the first eight 

months of 2004, overseas in vestment accounted for nearly 60 per cent of the value of operat ional 

project investment in Eth iopia." These levels wil l probably continue g iven the rece nt pattern of' 

proj ect approvals. 

(b) The Origin of private Foreign Investment in Ethiopia 

Estimates of the value the stock of private foreign investment in Eth iopia in mid-I97S, when the 

previous regime appropri ated most foreign enterprises, are not available. For the post 1992/ 1993 

pe riod, however, the EIC maintained information on the cou ntry of origin of foreign investors 

(both corporate and private) invests in new wholly-owned or joint-venture projects. The figures 

produced by the EIC which are summarized in II/Ill iI(djare, in fact , more complex that they 

init ially appear, as around 20 per cent of both wholly-owned and joint-venture projects involve 

investors from two (occasionally three) home countries coming together tom ake i nvestments. 

Therefore, the data, as recordecll1lay thlls not be fully accurate in terms of allocati ng capitalllO\\ s 

between home countries. The Ele ' s review of in vestment applications and direct contact with 

investors suggest that a large proportion of these multi-nation private foreign investment 
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consortia are expatriate Ethiopia ns (sometimes from a s ingle fa mily) ini tiati ng steps to invest in 

new projects or reb uild long-estab li shed Ethi op ian bus iness. The investment figures presented in 

append ix V, (a) , include the geographica l origin of foreign direct in vestment prqjects 

(wholly-owned and joint-venture)approved by the ElC. Caution is necessary in interpreting thi s 

data as approval may not necessarily mean th e projects are operational. Nevertheless. they 

ind icate the home country ori gin s of new post- I 992 capital stock and its main featurcsJ
' 

Private investors fro m the Middle East region have generated one-third of new FD I projects and 

have contributed two-thirds of the new capital associated with these projects. Saudi Arabia is by 

far the largest source of investm ent w ith EB 4.98 I milli on of committed capital to date, or 60 per 

cent of the overall ( )reign direct in vestment approved. It is believed that MID ROC Ethiopia 

Private Limited Company represents a sign ificant share of these Saudi Arabian investments: .14 

The second most important source of private foreign investment to Ethiopia over the period 

199211993 to 199711998 has been the European Union, which generated nearl y 30 per cent of the 

projects but only 15 per cent of the new capital approved. Within the European Union, pri vate 

capital flo ws from most 

major European Un ion Member State were represented, though no single state had a dominant 

role Multi state projects were represented, though no single state had a dominate role. Multi-state 

projects were represented suggesting and involvement by expatriate Ethiopians . . \5 

The third largest source of foreign direct investment has been the Africa region which generated 

17 per cent of foreign direct investment projects were comparatively small and again multi-nation 

projects ( 12 of whi ch involved the United Kingdom) suggesting the in volvement of Ethiopians 

residing a broad. The remaining 8 p er cent 0 fprivate f oreign investment I capital value had a 
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variety of origins including North America , Asia (predominantly India) and European and east 

European countries ."'6 

The important implications of thi s revealed pattern of recent private foreign investment capital 

flows to Ethiopia are that the Middle Eastern countr ies, the adjacent Afi-i can nations and the 

co rporations in the European Union are appropriate foreign d irect in vestment targets. However. in 

terms of transfer of technology, benefits ar ising fro m Europea n and North American corporate 

investments wi ll probably be more important. .17 

3.2 .4 The Private Foreign Investment Regulatory Framework 

The present regulatory regime governing pri vate foreign investment in Ethiopia is based on a 

seri es of in vestment procl amati ons issued between 1996 and 2003, principally proc lamat ions 

7/ 1996.37/ 1996,3 5/ 1998,3 6/ 1998 and 116/ 1998. In combination . these estab li sh th e economi c 

sectors open to foreign private investment; the financial li mi ts and requirements for foreign 

(Jri V(llt! illvestment; fhe moni toring and reporting requirements; and the financial incenti ves that 

are avai lab le. It is worth briefly summarizing the main featu res of the present regulatory regime 

in each of the above areas. 

(I) I':conomic Sectors open to private fo reign investment 

Foreign in vestors are encourageci to in vest in all economic sectors, except those currently 

reserved fo r domestic private and public investment, w ith the domestic pri vate investor category 

includi ng fore ign nati onal who are permanent residents in Ethi opia . There is a continuous review 

of the sectors closed to private foreign investment indeed , the amendments to the investmcnt 

Code made in June 1998, and 2002 have opened up energy generation and telecommunication 

services to the pr ivate sector, both foreign and domcstic. Under thi s proc lamation , th e gencration 
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Companies incorporating in Ethiopia may operate through a subsidiary (i.e. incorporated under 
the Laws of Ethiopia) or tlu'ough a branch (i.e. incorporated under the laws of a fore ign country"1 

(III) Ownership Limitations and Requirements 

Under the new proclamation 280/2002 a minimum investment sum is required for both wholly 
owned operations and joint ventures with Ethiopian companies or individual s. The va lue of the 
investment must be in either inc ash 0 r in-kind . [n fact thi s h as always been the number 0 ne 
requirement in a ll the previous laws too. 

For wholly owned private foreign investment in to the open sectors. an initial investment of 
$ 100,000, and jointly with a domestic in vestor$ 60,000 is req uired; and in the case of 
eng ineering. architectural , accounting, and audit services project studies or business and 
management consultancy services an initial investment of $50,000 45 

For j oint ventures. in the investment areas mentioned here in above. v,lith Ethiopian investurs. the 
fo reign partner is expected to contribute $25,000, w ith thi s min imum equity requirement 
representing e ither cash or th e val ue of the cap ital equipment imported to establish the venture. '" 
There is no cap ital requirement if a foreign in vestor re ~sts hi s profits or d ividends or exports 
at least 75% of hi s Ollt puts . An important and seri ous obligation imposed un a foreign investor 
bringing his capita l to the country is that investment capita l brought has to be registered at the 
nati onal bank of Ethi opia. 47 

I f the Government wishes to give priority to attract ing larger private foreign investment projects it 
may be ri ght to have a threshold level to ration the presently li mited private foreign investment 
promotional and management capab ility in Ele and the regional promotion agencies, however a 
minimum investment req uirement is not a COllllllon feature of in vestment regulatory regimes of 
most host countries that are competing to attract foreign private investment. 4S 
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[t seems because of thi s rea lization though not in its full aspect that minimum in vestment capital 

requirement is reduced to a minimum poss ible in the new in vestment code, Apart trom these 

minimum capitali zation conditions, the investment code does not require foreign direct 

investment to meet specific performance goals or guidelines through thei r operations," 

IV. Monitoring and Reporting Requirements 

The Ethiopian Investment Commission (formerly known as Office of Investment and later as 

Ethiopian Investment Authority) is the principal government organ responsible for the promotion 

and facilitation of foreign investments in the country, Envisaged to be organized as one-stop-

shop, the EIC provides all the necessary information required by foreign investors; approves 

investment application and issues investment permits for foreign investors; provides registration 

services to newly incorporated business organizations; approves expatriate posts in an approved 

investments and issues work permits to foreign employees; issues trade and operating licenses to 

approved foreign investments; and facilitates the acquisition of land by foreign investors In 

accordance with the relevant federal and regional government laws and regulations,") 

There is cun'ently a requirement for both private foreign and domestic investors, under 

proclamation 28012002 (as a mended) to submit progress reports to EIC on the status of projects 

every s ix months once the original investment permit has been issued" , The pU'l)ose of thi s is for 

ElC to be regularly informed on progress and also to identifY (as earl y as possible) emerging 

problems in order that EIC or other Government agencies can help resol ve the problem 

consh'aint. 
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(A) Institutional Framework 

(i) Ethiopian Investment Commission. 

The cunent organizational structure of the EIC shows five core operational departments each of • 

Wlli ch contains a varying number of team leaders of divisions, three supporting uni ts for lega l 

services, adm in istration and finance. and the plann ing and foreign assistance coordination service. 

These departments all report previously through the deputy general manger but now directly 

tlu'ough the Conunissioner of Erc and tlu'ough him to Board of Investment of which he is a 

member. The organizational structure of ErC reflects the political environment in which it was 

created. " 

In considering the effectiveness of the present organizational structure and management of ErC 

the fo llowi ng tlu'ee important observations are worth nothing:- First, the present notion of EIC's 

organizational structure is that it is primarily process driven and that much of the ac ti vates 

undertaken by its staff have to do with regulatory aspects of Fore ign Private Investment such as 

pellnits, reports and regi stration. It is interesting to note that the only three sectoral groups are in 

the License registration and Coordination Department. Much of their dai ly work is on ensuring 
I 

whether potential foreign private investment meets regulatory requirements; 53 Second the present 

occupational structure and ski ll s base is shaped by the nature of the tasks that are done in each 

Department and Division, which over the longer-term wi ll constra in the emergence of multi -

skil led teams and (from the experience of similar organization elsewhere) encourage the 

strengthening of divisional wall s and identities; 54 

Thirdly at present, the organization is not foreign direct investment client centered, nor does it 

appears to have a customer-driven skills base or promotional process. It is difficult fo r publ ic 

agencies like ETC to have a set client focus, especia lly when clients operate in the pri vate sector 

and in foreign national cul tures. These organizational issues are important to EIe's future 

evolution and it' s competitive in an increasingly tough foreign private investment. 
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(ii) Promotional Integration by Othcr Governmcnt Agencies. 
[n the immediate future, it is probable that EIC will not have the funds or the skilled personnel needed to open up representative offices in targeted foreign private investment home countries. Consequently, the prime overseas investment promotion presence will be the Ethiopian Embassies under the direct control of the Ministry of Foreign Affairs (MFA). MFA thus has a key role to play provided 0 ther factors , 0 f inducing, a re available in a ttTacting inward investment, which is slowly being deve loped with inappropriate initial focus on the Middle East and Asia. All ambassadors have been instructed to give priority to promoting Ethi opia as a suitabl e investment location. ti nd markets fo r Eth iop ian exports and encourage touri sm to Ethi opi a. : ,; 

[n an editorial statement of the weekly Amharic Reporter (Meskerem 9/1997 E.C) under the title: "To Attract Foreign Investment Consolidate the Domestic One" it has been stated that the main duties assigned to the diplomats are to enhance economic development. Diplomats have also been instructed, and warned so to say and they sworn to see this mission as serious as anything, in an extensive kind of seminar conducted to diplomats gathered from all over the world 5
'; 

The content of the warning given by the different high officials of the government organs and the sworn made by the diplomats was that they have to work very hard and decisively to attract foreign investment. It is also said by the higher officials of the Ministry of Foreign Affairs that the eval uation of every diplomats, after wards, shall be based on the number of foreign investor(s) induced to invest in the country. But factors and conditions that attract foreign investors are not economic diplomacy of the host country. A foreign investor may not be attracted by agitation and propaganda of diplomats from a host country. In observing and deciding whether conducive condi tions are prevai ling in a given cou ntry, a foreign investor mainly depend s on the informati on scrved to him fro m his home cou ntry diplomats . 

39 



J 3.3 Encouragements and Protections of Private Foreign Investment 

There are several factors that commonly motivate businessmen to in vest in a developing country. 

The most important is usually that the country is, so to speak, within the same interest area: for 

example, businessmen in the UK will look first at countries in the British Commonwealth while a 

businessman in the United States will look at Latin America, Liberia or the Philippines." The 

political ties between states within such interest areas may have made the investor reasonably 

acquainted with the political climate of the country he is interested in, although he cannot assume 

that conditions will not change." Another common factor that might moti vate an investor is 

longstanding business ties between his own country and the state where he proposes to invest;'. 

For example, a Swiss investor may find it natural to locate his investment in Peru and a German 

investor in Argentina, as there has been considerable previous investment by Swiss and German 

finTIs in these two countries."" 

Secondary considerations that may make a parti cular country attractive include tax-free income 

and interest on loans, depreciation a llowances, advantageous, rules for revaluation of assets, and 

customs duty relief for building material s, machinery or the raw material that will be needed in 

the enterprise·61 Furthermore, unless there is reasonable certainty that the bulk of the pro fits can 

be repatriated there may be little point in continuing with the proj ect '" 

As to securi ti es o f in vestmen t, that is guarantees ava ilable to investors in Ethiopia. constitutional 

guara ntees were prov ided since t ime immemorial. The 1955 Rev ised constitution provided th at: 

Everyone has the right 10 oll'n and dispose of properly. No one 
lIIay be deprived of his property excep t upon order issued 
pursuant to the requirelllents (!f a special expropriation law 
enacled. And except upon paYlllent of just cOIl-y'ellsati(J/7 
de terlllined by judicial procedures established by law.' 
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We may observe fro m the above statement that the in vestment pol icy and law of the Imperial 

Governm ent concentrated on encouraging, develop ing and expanding both foreign and domestic 

pri vate investments. 

The new in vestmelll code has a lso provided guarantees and protection to investors. In its Art ic le 

21. the proclamation on investment sti pulates: I.No in vestment may be expropr iated or 

nationali zed except when req ui red by the public interest and then. only incompliance with the 

req ui reme nts of the law; 2.Adequate compensation, corresponding to the prevailing market value 

shall be pa id in advance case of expropriat ion or nat ionalization or an investment for public 

interest. 3.Any fo reign investor may remit compensation pa id to him pursuant to thi s Article out 

o f Ethiopia in convertible foreign cun·ency." 

But the experi ence of many developing Countries, ( including Ethiop ia when the Derg extensive ly 

nationalized private properties and investments) has witnessed. adequate, effective and prompt 

compensation ror expropriated and nationalized investments is beyond the rea lity. However. in 

the present case, whether compensation could be effected adequate ly, effecti vely and promptly. 

as provided in the law, remains to be j udged. As the lega l provi sion stand s now, Eth iopia 

provides the following guarantees to investors: repatriation o f capital and protits where capital 

repatriation and remittance of dividends and interest are guaranteed to foreign in vestors under thc 

. I' 6' II1vestment proc amatioll .. 

Both the Constitut ion of the Federal Democratic Republi c of Ethiopia and th e Inveslm elll 

Proclamati on provide protection to pri vate propelty, and guarantee against measures of 

expropriations and nationalizat ion 6 °There are. oth er guarantees 100: Ethi opia payi ng membership 

fees, is a member of the world Bank - affil iated Mu ltilateral [n veslment Guarantee Agency 

(M IGA) which iss ues gua rantees against l~on-bu s iness ri sks to enterpri ses which invest in 

s ignatory counrries . Although the practical app li cation of these guarantees and the benefits th at 
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Ethiopia may get from being membership is yet to be seen, one thing is evident and bene licial. 

That is, the existence of these lega l guarantees and Ethiop ia' s accession to the sa me as signatory 

r · · . I 6' may attract fOreign pnvate C(lplta . 

Furthermore, bilateral investment promotion and protection treaties with any country is one of the 

guarantees available to foreign invest ors; and, in fact Ethiopia is currently concluding such 

agreemenrs with a number of deve loped countries."s For example, the Agreement between the 

Govern ment of Italian Republic and the Government of Ethiopia on the promotion and protcction 

or inveslJnents states: 

i. Nationals or companies of one contracting parly whose investments 

suffer losses O1l'ing 10 war or other armed conjlict, stale of national 

emergency. civil strife . .. shall be accorded. as regards restilutioll , 

indemnification, compensation 01' other sefliemenl. . 

ii. lnvestments of il1vestors of the COl/tracting Parties shall I/ot be 

nationalized. expropriated, sequestrated. except for public jJlllposes or 

lIational illterest and in exchange for prompt, fidl alld effective 

compenSOf ion and in cOlljimllitv with all legal prol'isiol/s alld 

procedures. 

From this contractual prOVIS ions and obligations it is clear the corresponding Govern men t 

guarantees that foreign investor of either party from non-business risks stich as war and 

expropriation. Ethiopia has also signed the World Bank treaty "the convention on settlement of 

in vestment disputes between states and nationa l of other states (ICS IO)". Although the new 

Ethiopian In vestment Law has deleted the provision of Alticle 22 of the former law, a provision 

which was providing to the effect that di sputes between a fore ign investor and the Governmcnt 

could be seul ed am icably th rough mutua l discussions; and a dispute not am icabl y settledlllay be 
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submitted to the competen t cou rt of the country, or to the international arb itrat ion , these 

alternatives are always there by a means of st. ipulating in the agreement of the parties. 

3.4 Incentive Regimes Of Private Foreign Investment In Ethiopia 

3.4.1 Objectives of Foreign Investment Incentives 

The fundamental importance of most foreign investment incentive laws is to pr~note economic 

dev:!.opment by making the investment climate more attractive than it would oth~r wise be. This 

is the general underling of what purposes do investment incenti ves serve. 

Many countri es have adopted investment codes or take other investment incentive measures to 

encourage increased private investment, both domestic and foreign. Basically investment 

legi slation is an instrument for the implementation of the economic policy of a country'° 

Different legislations try in their preamble to show the importance of investment incentive 

schemes, together with the objectives of their policies, since incentives are used to promote their 

policy objecti ves . Thus, governments provide with different kinds of incentive measures to 

foreign in vestors for the following reasons 71 First, though it is up to the investor to decide which 

acti vity and area is more profitable to him to invest his capital, governments grant incentives to 

some business enterprises from the view point of satisfying the basic economic needs of the 

society. [n addition to thi s, it is necessary to encourage foreign investment so as to accelerate the 

economic development of the country and to improve the living standards of the people. 

Se~ond l y, some enterprises are very necessary for the economic development but their 

expenditure is very high fi'OJll the very out set. Because of thi s high expenditure investors may 

hesitate venture to invest their capital in such kinds of enterprises. Therefore, in order 10 induce 

such investors, governments take necessary measures, and encourage them by way of granting 
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incentives. Thirdly, in order to divert investors from looking over the enterprises, which are more 

profitable within a short period of time, and to make them to invest in the areas of direct 

productive ente'lJrise and projects, incentive schemes are necessary. Fourthly, in. order to 

encourage more those enterprises with maximum utilization of domestic raw materials and those 

engaged in production of intermediate goods to be used by other industries and to create 

sustainable economic development to a given country, incentive schemes are important 

mechanisms to attract investment. Last but not least, incentives are also important, to increase the 

degree of participation of foreign investors in addition to that of domestic investors and to 

facilitate conditions necessary to enhance economic growth." It is widely believed that investible 

resources should, to a larger extent, be mobilized from domestic source, and that foreign 

investment should playa complementary role to domestic efforts at saving. In situation where 

domestic saving fails due to short of investment requirements or where the requisite for transfer 

of technology is the primary objective, fore ign investment in general, and foreign direct 

investment in particular become important sources of investment particularly for developing 

countries. In genera l when governments try to encourage the participation of foreign investors it 

is with the view of the importance of promoting foreign investors, to effect transfer of 
--.... 

teclmology; to encourage inflow of foreign capital ; to promote exports; to generate employment 

opportunities and to bring about over all development. " 

3.4.2 Types and Extent of Major Foreign Private Investment Incentives 

Foreign investment incentives, which play the most important role to encourage and stimulate 

private foreign investors to commit their fund in investment activities and limitations and 

obstacles to private foreign capital participation in the economic development of the country, and 

the opportunities, which attract the prospective private foreign investors. entail quite large 

number of issues to be dealt with. Accordingly, this section attempts to present the subject matter. 
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incentives al so vary from country to country. For example, any investor to avail himself of any of 
the benefits provided, he must invest in one of the predetermined areas of economic activities; he 
must fu lfill one of or all of the objectives enumerated under the haw; he must in vest in the areas 
of priori ty; he must in vest certain amount of capital fixed by law etc. Hence, the incentive 
measures may not be granted to all investors. They, therefore, require application or screening 
procedures and may be used in retum for perfonnance requirements, or as an indirect means for 
regulating or chalmeling private foreign investment 76 

Pri vate foreign investment incentives usually are effected through tax exemptions and others. 
Both developed and developing countries use a wide variety o f incenti ves to promote their 
investment policy objectives. The main categories of investment incentives include tax incenti ves 
(e.g., tax holidays, investment allowances, tax credits, lower tax rates); other financial incentives, 
such as grants, preferential loans rates, loan guarantees, tariff concessions and priority access to 
cred its, and non-financial measures, include the provision of infrastructure and business services. 
Acts of Incenti ve Regimes of some African countries may help us to see whether ours are 
competitive. The Investment, Act (1986) of Zambi a,77 for instance, offers several types of 
incentives to fore ign investors. These a re: retention of a percentage 0 f their fore ign exchange 
earni ngs; preferential tax rates; access to any existing 5'ee trade Zones; exemption of foreign 
investors in agriculture and fore stry from paying selective employment tax; full exemption from 
tax an dividend tax for a period of 5 years, etc. Some of Malawi's investment incentives incl ude; 
free access to foreign exchange no license requirements for imports; full remittance of 
dividends. I 00% deduction fro m manufacturing company operating expense etc. " 

In Madagascar,'· the package of incentives offered to foreign investors includes several benefits 
notably in the fields of: Customs - full exemption from duties on impol1s and sales tax on 
equipment and initial working capital ; exemption from corporate profit taxes and from 
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regi stration fees and no requirement of guarantee for bank loans; guarantees for the repatriation 

of di vidends, p roftts income from licensing fees, royalties a nd l oans in foreign currency from 

foreign insti tution; and no restrictions on personnel recruitment of ex patriates. The Ghana,'" 

investment code of 1985 grants different kinds of incentives. These are: Requisite permi ssion for 

importing essential, plant machinery, equipment and accessories required for the enterpri se; 

exemption from payment of custom duties, depreciation or capital allowa nce; and exemption of 

staff from income tax; exemption fro m tax payment levied on building properti es . 

The types ofJiscal incentives presently available to a foreign investor in Eth iopia are; income tax 

holiday; customs import duty; R&D incentives; remitta nce of capital , loss carri ed forward; 

depreciation." The ava ilabi lity of a ll these types of fi scal incenti ves was prov ided in the laws of 

199~6 and in the g~ideJioe brocl2.'JI:e of the then Office and Authority. But in the presently 
,-- -

work in g Regulat ions No.84 of2003 , R&D incentives and depreej,tt ion are not in the li st. Thus it , " 

is not clear wheth er the government has dec ided to deny these incenti ves or not. In the opinion of 

this writer the Board of Investment may not dare to grant these schemes. which are not prov ided 

in the law, and to date no experience has been recorded in this respect. This is in fact one prob lem 

i 
where one could observe the di screpancy between the law and the guideline already distributed to 

stakeholders. whi ch may result in underm ining cCI1a inty and predictabil ity or fore ign investment 

climate. 

From a II these what we can conclude is that, incentives have a broad and wide scope of coverage, 

ranging Ii'om tax and custom duty exempti on up to permission for estab li shment of an enterprise. 

c 
The commencement period of exemption and capital requirement for granting incenti ves also 

differs from country to country, depending on the policy and object ives of govel11ments, the 

importance of that palticular enterpri se for the economic development. 
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application for exemption under the proclamation is not clear, however, and this ambiguity could 

cause uncertainty in the mind of a potential investor. Article 4 of the Proclamation tells the 

investor relatively li ttle in thi s respect. For him to estimate hi s chances of receiving an exemption, 

he s hould a Iso know the more detai led standards used by the Board ina pplying the s tatutory 

requirements and also weather the Board considers factors in addition to those enumerated in the 

statute, such as the va lue of the enterprise to Ethiopia's economic development. 

One fruitful area for elaboration by the Board is the definition of "special circulI/stallce," 

stimu lated under sub-Articles 2&4 of Articles 4 one of the categories specified in the Regulations 

as eligible for exemption. The lack of a definition of this term in the laws leaves open several 

important questions. The requirements to be eligible to incentive schemes were changing from 

time to time. We shall see these changes in the three regi mes one by one in the follow ing section. 

(A) Types and Extents of Foreign Investment Incentives During the Imperial Period 

(i)lncome Tax Relief 

It was provided that a newly established enterprise which invests in Ethiopia before the 

commencement of operations not less than two hundred thousand Ethiopian dollars (Elh 

$200 ,000) , shall , upon the recommendation of the In vestment Committee be exempted by 

mini ster of finance from the payment of income tax for a period of five (5) years from the date of 

f 
. 9<) 

commencement 0 operatIOns. 

However, such exemption were subject to the fo llowing cond itions under sub Art I (a and b) of 

Article 5 of the Decree . These are, the enterprise has to submit satisfactory proof to the Income 

Tax Department of the Ministry of Finance. Nevel1heless, there is one exception provided under 

Article 5(3). Industries engaged in the manufacture of alcoholic beverages or liquors shal l not be 

entitled to the exemption refen ed here in above. 
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(ii) I mport and Export Duty Relieves. 

According to Getahun , "The relief lIIight to be seem opplicable to both classes af ellle/prises. 

newly established and presently existing provided the requirement of the Decree 

were met. However, this was not clearly defined under the 

Decree ... IO() Agricultural and Industrial machines, implements, appliances or parts thereof, 

which were imported for exclusive use in agricultural and industrial enterpri ses, were to be 

exempted from the payment of customs duties, transaction taxes on imports, municipal taxes and 

all other taxes and duties levied on imports; provided however, that simi lar goods were not being 

produced within Ethiopia 10 1. Thi s relief was automatically applicable, i.e. , the recommendation of 

the Investment Committee was not required under that Decree. 

In respect of building, stTUctural and other construction material , however, the conditions for such 

exemption were rather stTong. It was required that such imported material must have been for 

direct and exclusive use in constTuction destined to hose industrial enterprises, that such material 

must have not been produced within Ethiopia; that it must have been recommended by the 

Investment C ommittee a nd this recommendation must have been approved by the Ministry 0 f 

Finance, as it was stated under Art 6(2) of the Decree .lo
, Manufactured fini shed goods destined 

for export 111 ight have been e xe111pted from export duties a nd transaction taxes 0 n e XpOitS for 

reasonable period of time if such exemption were found necessary to assure the competitive 

position of these goods on export market. 10.1 

(iii) Remittance of Foreign Exchange. 

The Decree also provided the availability of foreign exchange through the National Bank of 

Ethi opia for the following purposes: 104 The remittance of profits of foreign in vestors to thei r 

cou ntries of origin; the repatriat ion of the net processed belonging to a fore ign in vestor upon 
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partial or total sale or liquidation of hi s in vestment; the payment of the in terest and the repayment 

of foreign loans contracted by enterprises subject to the provisions of this Decree; Provided, 

howe ver, that such loans were approved before hand by the Mini ster of Finance or by an 

authority designated by him; Subject to applicable foreign exchange regu lations, the remittance of 

savings of foreign personnel employed in enterpri ses subject to the provisions of thi s Decree to 

their countries of origin, and The purchase of replacement and spare parts and other materials and 

goods required in connection with operations, 

(iv) Acq uisition of Immovable, 

Foreign private Investors who were to invest in Industrial enterprises in Ethiopia were allowed to 

acquire land required for the establishment of their enterprises based on Art 10 of 1963 Decree, 

Article 44 of the Revised Constitution of 1955 had also guaranteed that everyone to have had a 

right to own property but within the limits of the law, Some such limits are sti ll found in Articles 

390-391 of the Ethiopian Civil Code of 1960, Under this provision a foreigner may own 

immovable property only by an Imperial order. Thus, the acquisition of Immovable under the 

Decree was possible only by the authority of the Imperial order. Proclamation No 242 of 1966 

was the last p iece of legislation enacted prior to the Ethiopian Revolution, Its purpose, as it was 

clearly provided under the preamble of the Proclamation, was to make amendments to the 

Investment Decree of 1963 di scllssed above, One of its amendments made was "the l1Iillimul1I 

all/oullt of capita! of to qualifY/o/' iI/come tax relieffor elltelprises illveslillg ill extensioll (jf {li eir 

activities was reducedFom £tli.$ 400,000 to 200,000. ,,/0 5 

With the exception of the above amendment there was no as such difference between the two 

laws. 

--.• 
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(B) Investment Incentives During the Derg regime (1974-1990) 

The investment policies of the Derg (Military Regime) period included extensive national ization 

of medium and large sca le enterpri ses, setting up of a central planning framework for the 

management of the new public ente'lJrises and issuing of legislations whi ch baned out private 

investment in all sectors beyond small scale ventures in industry and trade as well as restricting 

thei r operation to a single line acti vity and forbidden private commercial venture in agriculture 

and tinance. Thus one cannot talk of encouragement and incentive schemes of fore ign investment 

altogether.At the last periods of the regime (in 1989-1990's) the need for economic reform was 

realized and Mixed Economic Policy was declared by issuing the Special Decree (No. 17/1990). 

The New Economic Policy was proposed by the political bureau of Workers' Party of 

Ethiopia to the II Ih Regular Plenum of the Central Committee of the Party opened on 

March 6, 1990. Accordingly, the economic policy of the country was proclaimed to be 

mixed economy built upon state, private and cooperative owner ship. ">0 

Therefore, the government came up with Special Decree, No 17 of 1990 in accordance with Art 

83(1) of the Constitution in order to implement the economic policy throughout the country. As it 

was stated under the preamble of the Special Decree, one of the pUllJose of enacting this Special 

Decree was" ... it is and necessary to issue a comprehensive law defin ing the areas of investment 

open to investors, the incenti ves to which they are entitled, the contribution they are expected to 

make to economIC development and the Introduction of an efficient investment 

administration. ,, 107 

Under the Special Investment Decree of Ethiopia, too it was, only Agricultural and Industrial 

activities that were entitled to tax exemption as provided under Art II and 12 of the Decree. 

Hotel services were also entitled to claim tax exemption only when it is designated by the council 

0f ministers as preferred area of development 'O' The exemption granted for agricultural and 
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Industrial activities was subjected to time limitation based on the amount of capital to be 

in vested. 

In additi on , any investor who was to invest in Agricultural or indust,.ial acti viti es, was to be 

exempted from the payment o f income tax for one additional year if he were to invest in areas 

designated as prefelTed by the council of ministers.'oo What one can observe from those 

incentives is that, agricultural and industrial activities were encouraged in cases where investment 

was made both in preferred and non-preferred areas. 

(ii) Customs Duty Relief . 

. Customs duties were one of the main methods tm'ough which a govemment rai ses its revenue. 
< 

Like taxation, its use as an economic instrument becomes the common practice of all nations. The 

Government may encourage or di scourage certain economic activities through maneuvering its 

ta ri ff structure. The customs duty relief, under the Ethiopian Investment code of 1990 was thus 

granted to agricultural industTial, construction and hote l serv ice materia ls. I I OTherefore. bascd on 

Art I O( I) of the Decree customs duty relief was to be claimed by investors who used to import 

the necessary machineries and equipment to commence new investmcnt acti vity or major 

expansion of existing activities. Exemption from custom duties, government and municipal taxes 

were to apply on ly to the first round of items imported by an investor. ' " 

Like that of income tax exemption requirement, customs duty relief was al so subjected to the 

fol lowing conditions:" That it must not be an ordi nary partnership and joint ventu re as provided 

under Art 2 12 (I) (a) and (b) of the commerc ial code; 11.\ The items must be used to commence 

new investment or to under take major expansion; "4 That it shall not be for resale or any other 

form of transfer without the proper approval of the Mini ster of Finance except where the customs 

duty paid or sold or transferred to a person enjoying similar privileges; '" That simil ar arti cles of 

foreign origin with similar price and quantity must not be avai lable in local market," ' ln the case 
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of imported items for hotel services, the aggregate value of the items should not be less than biIT 

300000.117 , , 

(iii) Remittance of funds. 

In order to control foreign exchange thereby, protecting balance of payments governments, need 

to have laws that pellllit therefore investors to remit their capital and profit in convertible 

cUITency. Thus, Ethiopian investment Decree allowed foreign investors to remit in freely 

convert ib le currency, incomes deri ved from any profits o·om investment, proceeds from the sale 

or o"ansfer of any right on investment. I" In addition to thi s, any investor was entitled to remit out 

of the country in freely convertible cUITency, payments in respect of debt servicing and fees or 

royalties in respect of any technology transfer agreement relating to its investment activity. I 1', 

Generally, the Ethiopian investment Special Decree of No 17/1990 has had its own shortcomings 

in the area of incentives regimes. First, as to remittance of funds, there was no any restricti on 

either to protect the country ' s balance of payment position or to make sure that part of profit of 

forei gn investors was reinvested in Ethiopia"o Second, as to tax exemption , it was granted onl y to 

agricultural and industrial activities. Hotel services were exempted in exceptional circumstance. 

Other economic activities were totally excluded from tax exemption. Therefore, it could to be 

noted that the scope of application of income tax exemption was nan·ow. Thirdl y, unli ke tax 

exemption the scope of customs duty relief was wide in its application .. Last but not least, the 

decree did not incorporate export duty relief, which was provided by the pre-revolutionary 

Imperial investment proclamations and notices which where granted for a reasonable period of 

time provided that exemption was felt necessaJY to ensure the competitive position of the goods 

to be exported. l2l 

As soon as Decree No 1711 990 was enacted many investors submitted application to get 

incentives. Therefore, starting from 1990 (when the special Decree come into force) when March 
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The Regulations under sub-Article 3 of article 5 and sub-Article 4 of Aliicle 4 cumulatively 

stated that an investor who would invest in Addis Ababa in investment activities that were 

spec ified in schedule Tow C (8), (9) , (11), (42), and (43), D (2) and G was not to be entitled to 

incentives 0 f income t ax exemption, for t he possible reasons t hat there are inJi"astructural and 

developments in Addis Ababa. 

The Regulations also put a minimum in vestment capital for investors from the view point of 

enjoying incentives that were provided for. 127 From these provisions of the Investment Incenti ves 

Regulations, one can understand that, as the investment capital allocated to the expansion or 

upgrading project was to increases, the percentage of entitlement to incentives of exemption from 

income tax were also to increase, which was somehow encouraging to invest more. In order to be 

eligible for exemption the Regulations also imposed additional condition to submit audited and 

verified report of the actual capital invested in the expansion and upgrading of the existing 

enterprise, or, in the absence of slich report, to submit documents examined and accepted by the 

appropriate investment organ. 128 All these conditional ties, thus, were indicators of the very narrow 

possibilities for an investor to qualify for entitlement of incentives. Alld, hence, many of the 

incentives were far from being exploited, and could not be considered as such as encouraging and 

stimulating factors to investment promotion. 

In the new Proclamation (No 280 of 2002 (as amended) and its subsequent Regulations No 84 of 

2003 the beat is changed from that of criteria of investment in priority and pioneer activities 

criteria of eligibility for exemption from income tax for a certain period to that of export- oriented 

investments capacity and volume of export in the manufacturing or agro - industri al activities or 

the production of agricultural production to be determined by directives. "') 
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With regard to exemptions fi'om income tax, all the Regulations which have been repeated had 

al so specified the commencement of period of exemption, where it should begin from the date of 

commencement of production or of provision of service, as the case may be; which is also 

provided in the new law in the same manner. The second category of incentives, as provided in 

part Three, Article II of the new Regulations, was exemption from customs duty. And the 

specific set of exemptions in this category included exemptions from payment of customs duty on 

machineries and equipments that might be used in pioneer and promoted investment activities 

enumerated in schedules One-Four of these Regulations, provided that an investor, to be eligible 

for such incentives, must have fu lfilled conditions specified under sub-Articles 2,3 and 4 of 

Article II of the Regulations. Some of these conditions were minimum capital limits and local 

vicinities, where the infrastructural development was said to be better off. 

Obviously, the li st in the schedules was not exhaustive; this was just to cite some of them. 

However we don't find this kind of li sting and scheduling in the new Regulations of investment 

incentives. Another category of incentive, which might have been the extension of the incentives 

that were provided in the first category, was the carry forward of losses. In the Regulations of 

both fomler and present laws it was and is stipulated that a foreign investor who has incurred loss 

within the period of exemption from income tax may carry forward his loss after the termination 

of the tax holiday. This incentive like all other categories of incentives, was not without 

conditions to be met. The entitlement to this incentive was based on the type of investment 

activities; that is, the period of exemption from income tax was to extend only to pioneer and 

promoted types of investment activities; to the location of the investment activity to the 

infrastructural developed vicinity and in relatively under developed to calTY forward the losses 

might vary from 3 to 5 years. But in The new Regulations (No. 84/2003) issued subsequent to 

Proclamation No. 280 of2002 (as amended) this has been reduced when the entitlement it 

provides under Article 6 that an investor who has inculTed loss within the period of income tax 
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exemption shall be allowed only to carry forward his loss for half of the income tax exemption 

period, after the expiry of such period. 

In re lation to the provision of major incentives to investors, of no less important was the power 

given to the In vestment Board under the previous regulations to determine other regions which 

might be placed in the domain of relatively under developed regions, whereby an investor may 

become beneficiary of incentives provided he operated in such "privileged" regions .. Under the 

new regulations too the power to issue directives in relation to investment activities eligible for 

income tax exemption is vested with the Investment Board. However, entrusting such 

discretionary power upon an organ to decide on such important policy matters may open the way 

to corruption and politica lly moti vated decisions 

With regard to eli gibili ty criteria, Proclamation 280/2002(as amended) under Articles 4(5) and II 

provide that: foreign investor has , in addition to fu lfilling capital requirements to invest in 

Ethiopia , to export at least 50% of his product or supplies at least 75% of his product to an 

exporter as a production input in the areas of manufacturing or agro induso'ial activities or the 

production of agricultural products which shall be determined by directives to be issued by the 

Board. 

Exemption from custom duty is also the other incentives provided under the different legal 

notices and regulations since the policy to attract foreign investment get momentum in thi s 

countTy. Customs duty includes t axes levied on imported goods. Exemption from payment of 

Customs duty is not granted to all investment activities, rather the investor sHall be allowed to 

import duty tyee capital goods and construction materials necessary for the establishment of a 

new enterpri se or for the expansion or upgrading of an existing enterprise. In addition, an in vestor 

who is granted with a custom duty exemption privilege shall also be allowed to import duty free 
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capital goods necessary for his enterprise. Further more, the Regulations gives the same privilege 

to import spare pat1s whose value is not greater than 15% of the total value of the capital goods to 

be imported. One restriction to this entitlement is ,as provided in Article 8 of Regulations No.84 

of 2003 , when the Board bars the duty free importation of capital goods and construction 

materials, which could be found that they are locally produced with competitive price, quantity 

and quality Which shall be determined by the Board. But how could such Board with no expertise 

to identify qualities of goods bar the privileges? May be the business is to be done by Ethiopian 

Quality and Standards Authority. 

The Board s hall a Iso, as provided in Article 9 of the Regulations, determine by its directives 

depending on the type and nature of the project; the type and quantity of vehicles to be exempted 

from payment of customs duty. However, any investor is entitled as of right to import duty free 

ambulances for employees that are needed for emergency cases and buses for tour operation 

services. Other incentives in addition to the fi scal ones are also granted. It is the right transfer to 

another investor having similar privilege. [n this cOimection the Regulations has also provided 

under Article II that capital goods and equipment imported with out the payment of duties and 

taxes levied on imports can be transferred to another investor having similar privileges under the 

investment legislation. 

3.5. The Problems OfIncentives Regimes Of Foreign Investment In Ethiopia 

3.5.1 Major Limitations Related to Incentive schemes of Private Foreign Investment 

As was clearly provided in the preamble of the Decree of 1950 various benefits, privileges and 

exemptions had been provided for the purpose 0 f encouraging a nd stimulating private foreign 

capital investment. 

The Notice stipulated "New enterprises will be free from payment of profit tax for five years 

from the date production is stated." l.lo The notice also allowed an exemption from customs duties 
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on "necessary ma chinery" for the " in stallation of the factory ;" indicated that the government 

would be flexible in its requirements for Ethiopian participation in enterpri ses initiated by 

fore igners; and stated that arrangements could be made for remitting a percentage of profits 

abroad. III 

The ambi guity of the notice may be explained by the fact that it was only a "statement of policy." 

The Notice seemed to have had no legal force of itself. Rather, it seemed to have been in legal 

effect merely as an announcement of the polices that the Minster of Finance and other 

government officers intended to follow in exercising the discretion given to them by other laws. 

The phrasing of the Notice in exercising the discretion given to them by other laws, therefore, 

need not have been as precise as that of an enactment having the force of law. 

The problems since 1991 were and are related to the Policy that states that adequate incentive 

system would be provided to stimulate the confidence of private fore ign investors and to help 

them operate profitably. The investment laws, subsequcntly enacted as a reflection of the policy, 

encourage investment of different selected sectors, which are considered by the Government to be 

important for development, and need encouragement. These incentives are offered in a f0 l111 of 

exemption ["om paying income tax for a certain period of time, in an exemption from payment of 

custom duties wh ile importing and exporting, too, and in a form of carrying forward of losses 111 

some years to future years. However, there were and are constraints associated to the execution 

and implementation of these incentives. Some of the problems pertinent to administering such 

incentives were/are the following; 

(1 ) The problem in administering these incentives to investments was concentrated on the 

designation of localities and investment areas in relatively under developed regions. As 

mentioned herein above it was provided in the Investment Incentives Regulations: (b) "where the 

investll/ent is in relatively IInder developed Regions . .. and other regions to be deterll/ined by the 
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Board the period of exelllPtion [ji"O/n incollle lax} shall be for 5 (five) years ". '" To implement 

this lega l provision, since the li st was open ended, which gave a wide discretion to the screening 

body - t he I nvestment Board, a n investor, who would have invested in 0 ther relati vely under 

developed areas faced problems to convince the Board in order to obtain incenti ves as per the 

Regulations. The same problem is let to continue when the new law, under the Regulation No 84 

of 2002 in its Article 417 provides: " ... where the investlllent is ill relatively IInder developed 

region such as Galllbella, Benishangul and GUIIIIlZ .... And other Regians to be deterlllined by the 

baard the investor shall be eligible for income tax exelllptionfor an additional I year period." 

(2) The policy of the Transitional period, which was the basis for subsequent enactments of 

investment laws, provides that guarantees on right of ownership as well as encouragements or 

incentives wil l be given to entrepreneurs who invest in real estate development, Howe ver, have 

not been clearly provided in the new Regulations for exemptions from income tax and carryi ng 

forward of losses in such investment ac tivities . Thi s situation thus apart fi'om di storting the 

intention of the policy and the law of investment on encouraging and stimulating real estate 

developer to overcome housing and infrastructural problems, has dashed the hopes of 

construction and real estate investment. 

(3) The one- stop shop service encouraged in previous enactments and under Article 12 of 

Proclamation No. 280 of 2002 has been highly eroded when thi s provision is deleted and the 

power is snatched from the Commission and vested with the Ministry of trade and Industry by 

Proclamation No 375 of 2003 Article 12(2) and ( 3). 

The one- stop shop service song has also been vanished when the investment is in areas of 

aviation and electricity, where the new law (as amended) , under Article 4 1 delegates the power 

to the so - called peltinent executive organs of Government, Ethiopian Electric Power 

Corporation and Ethiopian Civil Aviation Authority respectively. 

(4) The kind of centrali zed admini stration of foreign private investment by the UlVestment Board 

previously presided by the Prime Minister, as per Article 27(2) of Proclamation No. 37 of 1996, 
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whi ch mi ght contribute to one- stop shop and prompt services, is now subjected to a coordinated 

type of administrative service by the provisions of the new law, as provided in Articles 22( I) and 

23(3) , where Mini stry of Trade and Commerce is added as an admini strative organ of 

investment, and Mini stry of Revenue which has exclusive jurisdiction to granting of incenti ves 

by way exemptions from import taxes and customs duties U
; Furthermore, the power of granting 

of exemption 0 f incentives 0 f income t ax fo r more t han 7 years i s the p ower vested with the 

Counci l of Mini stersU
" . 

(5) In vestors who import capital items and raw material s need to clear their goods through 

customs offices or checkpoints after securing exemption entitlements from Mini stTY of Revenue. 

Although this is essential for the achievements of various governmental objectives, th.$-lettgthy­

tin;e and process poses a de l~ in in':'::~22;!!TILa~iscouragement to forei gn investors .')5 

(6) The Ethiopia Investment Commission is not also organized so a.s to effectively fo ll ow up the 

implementation and operation of foreign investment projects .TheV ollowing cases are good 

examples of this failure. 

In the case Ethiopian Customs Authority v. MIDROC - Ethiopia (civil case No . 37005x at the 

Federal Hi gh Couli ) the contention by the plaintiff was the defendant' s failure of payment of 

custom duties amounting Birr 68,475, I 0 1.00 .T~e plaintiff stated in its application that the 

defendant has imported items for the construction of Sheraton Addis ' Five star ' Hotel; and did 

not pay the customs which has been long over due or could not produce ceEtificate of exemption 

from payment of same .It further stated that it has been a long time even since the construction is 

completed and provision service is commenced The defe ndant responded that decision of 

exemption .form payment of customs duty is still expected from the Ethiopia Investment 

Commi ssion. 

It has been learnt however that though the Court gave adjournment for hearing the case on Dec. 

3,2004 the case is withdrawn from the Federal High Court by the order of the Prime Minister. 
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Imagine from this vivid case that how items are imported without prior submitt ing of project 

proposals and screening and whether or not exemption should be granted is determined by the 

Board. Imagine also that for the last 5 years it has not yet been decided. Imagine also that, though 

there is the Investment Board to decide on such matters, it the Prime Minister who intervened and 

stop the Court proceeding. Imagine also that how much amount of money that has to be put in 

govelllment revenue and be c hanneled for 0 ther developments remains hanging a nd unsettled. 

This is an exemplary case how way of doing things in the areas of foreign private investment are 

lacking effective screening and monitoring management. 

[n the case Mr. S. T v. P. Gusseppe (civi l case No.2 /88 at the Federal High Court) the plaintiff 

instituted an allegation that he imported Aluminum Producing Machinery duty free using hi s 

investment license, and put it with the defendant having a prior agreement to put the machinery in 

bail whereas the defendant denied the presence of such kind of agreement and alleged that 

instead there was contract of sa le. The COUlt advised them of settling their case out of COUlt and it 

was submi tted to Dr. Berhane Gebray ,an arbitrator who decided that there was a promise of sale 

on the part of the importer Then the 'buyer ' continues, upon payment of the price to the 

plainti ff, to enjoy ownership right of the machinery without having the duty free privilege or 

without any process of formal transfer of the entitlement according to the provisions of 

investmen t 1a\v. 

There is also another case that clearly shows the incapability and weakness of the Ethiopian 

Investment Commission to follow up and monitor the where abouts of projects granted incenti ve 

privileges. There is a civil case (Comp. No.37457 instituted in the year 2004 at the Federal First 

Instance Court), Mr. Dario M. V. Salini Necso Necso Necso & Salini Construttori - Ethiopia 

where the defendants are foreign big construction companies engaged in construction business in 

Ethiopi a at Gilgel Gibie hydro electric power project , who sold more than 15 Toyota vehicles ' 

and eq uipments and machineri es imported to the cOlln!!y free of customs duty. III their 
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Agreement of sales it is provided that the customs shall be settled by the buyer the pia inti ff in this 

case. The buyer-the plainti ff was ready to pay the duty and wanted the transfer of title deeds. The 

Ethiopian Customs Authority refused to receive the payment on the basis of the Agreement 

entered into between the foreign ContTactors and the Ethiopian Roads Authority which stipulates 

that the Contractors shall re-export those vehicles and machineries imported free of customs duty 

shall pay the customs and the provision of Proclamation No.60 of 1997 Article 54 which states 

that it is the duty of the importer to di scharge the obligation to pay custom duties of items 

imported fi·eely before it is sold. However the defendants are not wi lling to pay the customs 

expected of them alleging that it is the obligation of the buyer as per the Agreement. The case is 

anyhow pending .But the vehicles are in the possession of the plaintiff who is getting service of 

them for wh ich custom duty is not yet paid of. In all these occurrences the Commiss ion is out of 

scene. The Customs Authority is too. 

(7) With the exception of those private foreign investors who have been specifically tax exempted 

by law, and even then when the tax exemption period has not expired, all others are bound to pay 

15% of their profit by way of corporate income tax. This rate is very hi gh and prohibiti ve for 

businesses when compared to other many countries' corporate tax rates. For instance, the 

corporate tax rate in Uganda is 30%, in Mauritius 15%. 13(, On the other hand , the 10% royalty tax 

that is levied on industrial and intellectual property rights is relatively benign when compared 

with the rate existing in many 0 ther African countTies. The royalty tax rate in Z imbabwe and 

Kenya, for example is 20%, but high when compared with Malawi , Tunisia and Mauritius, which 

is nil. 1.17 

(8) .An investor who is a shareholder in a company is obliged to pay 10% dividend tax on his/her 

dividend receipts. This taxation is also higher and has been an obstacle to in vestment. The newly 

introduced value added tax (VAT) and the Income Tax Law have al so literally reduced all 

business organization to a tax colleting body on be half of the Government Agency. These 
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varieties of taxes and tax rates are, obviously, impediments to investment promotion; and , 

therefore, it is high time to assess and analyze the taxation system of the country, and reduce 

them to a reasonable level. '38 

(9) . From the experience we had in the implementation of the land lease policy, investors 

encounter long bureaucratic procedures in acquiring land for their investment The provision of 

land for foreign i nvestors h as a Iso remained, mainly in urban areas, t o be a crucial i ssue and 

critical problem. This time, lands allocated for industrial investments are finished and no more 

land for foreign investors 

( IO)There is a chronic land scarcity. Although many private foreign investors have obtained 

investment p elmi ts, 0 nly few 0 ft hem managed to s ecure I and for their projects. Some 0 fthe 

problems observed in connection with the provision of land, include the number of land areas 

presented for auction is very limited; the land areas presented for auction are not at part with 

those demanded by the project requirements of the investors. The fact that land area is obtainable 

only on the basis of auction and lease has prevented foreign investors from knowing and planning 

the cost of getting land ahead of time. Furthermore, the fact that no land resource inventory or 

study has been conducted by municipal areas or regional administration, and no compiled 

information of the same is available, is also an other predicament to foreign investment.'.l" what is 

more, land is to be provided by Regional govemments, according to their respecti ve law, 

whereas Investment permit is to be issued by the Commission, while there may be dist0l1ion in 

communication as to land provision I supply. 

(11)Another important problem that has to be mentioned here is that the Ethiopian People's 

Revolutionary Democratic Front (EPRDF), mainl y of Tigrian Peoples Liberation Front (TPLF), 

affili ated businesses have al so contributed and wi ll continue to contribute unless rectified to 

in vestment balTiers for corruption in the system and could open up the risk of these party 

associated enterpri ses, being favored. [n thi s connections the Indian Ocean Newsletter wrote the 

following: 
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Established ill 1993 by officials of . .. (TPLF, (h e hard core of EPRDF), 
Mega Net COlfJoration has /lOW joilled the Endowment FUlId for the 
Rehabilitation of Tigray (EFFORT) consortium chaired by polit bureau 
lIIelllber Sebhat Nega. The late Assefa Mamlllo an official of the TPLF also 
headed Shala Advertising Enterprise,. In fact although her name does lIOt 
appear as a lIIega Net shareholder Prime Minister Metes Zenaw's wife 
Azeb Mesfin (better know/l under the nallle Lellliem Mesfill) is believed to 
be the real power behind (he scenses. 140 

Other polit bureau members: Abadi Zemu ,Yemane Kidane,Arkebe Iqubay, etc. , have also been 

assi gned to a nominal (very small and a laughing stock holding) share and get run and conn'ol 

these party-affiliated businesses. This hol ding of a laughing stock can be seen from the following 

information: Polit bureau member Sebhat Nega who is also the only natural person with a share 

of Bin- 1000 from total capital of Birr 23 ,460,000 and a share of Birr 40 from a total capital of 

Birr 101510000 in Trans Ethiopia S. Co. Ato.Arkebe Iqubay who is also the only natural person 

wi th a share of Bin- 1000 from a total capital of Bin- 1015 I 0000 in Sur Construction and with a 

share of Birr 20 from a total capital of Bin' lOOOOOOO in Mesfin Engineering; Ato Abadi Zemu 

holds a laughing stock of Bin- 40 from a total capital ofBin-240 000 000 in Mesebo and Bin' lO in 

Sheba Tannery S.Co. ;and Yemane Kidane holds a share ofBirrlOO from a total capital of Bi rr20 

000000 in Tesfa Animal Farming S.CO, 141 

Furthermore, (as it can be well seen from the c hart a ttached a sa n a ppendix) enterprises, I ike 

Experience 

Ethiopia Travel Agency PLC. , Guna Trading House, Sur Construction, Messob Building S.c., 

Trans-Ethiopia, Fana Democracy Printers PLC. , Addis Phan-naceutical Products, Segen 

Consn'uction , Mesfin Industrial PLC., Meskerem Investment, Hiwot Associate Business 

Enterprise, Dinsho Transport and Agro-Industry Trading, with a huge amount of registered and 

paid up capital are TPLF associated businesses, 14' Moreover, the status of such businesses whose 

shareholders and chair persons of board of directors are FPLF polit bureau member whether they 
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are pri vate in vestments or public investments, is blurred, since they could not be identified to 

either. 

Hence, in one way or another, these TPLF/EPRDF- affiliated enterprises may greatly harm and 

diminish the role and development of the private sector, for the former ones are managed a d 

directed by very Important Personalitiesl VIPs of the political echelon, registered as normal 

shareholders serving as manager, chairpersons and members of board of directors of these 

enterprises, where the enterprises would be beneficiaries of getting loans and winning bids easily, 

thereby hampering and violating the rules of fair play of market economy which in effect the 

di scourages the inflow of foreign investment. 

3.5.2 The Value of Fiscal Exemptions in Attracting Foreign private Investment 

The fundamental purpose of most income tax exemption laws is to promote economic 

development by making the investment climate more attractive than it would otherwise be. The 

law may be framed in terms that would cover both domestic ancr-n,,)'eign investors, as it the 

Eth iopian law. However, developing countries usually do not have enough domestic caRital to 

promote rapid economic development, a nd so it is primarily to the foreign investor t ha~ 
exemption law is directed. 

Thus, the crucial question in evaluating an income tax exemption law is whether it is effective in , 

attracting foreign capital which would not have come, absent the exemption . If the foreign 

investors that receive the exemption would have been establi shed in any event, the government 

has scari fied tax revenues and received nothing in return . 

In answer to the question, "would you have started your new business in the absence of tax 

exemption?" thirty-seven out of forty-four film s questioned (84 percent) "answered that they 

would not have initiated operations in the absence of this subsidy." I.l.l The reasons that establi shed -
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firms have an interest in preserving tax exempt status, and so may tend to over emphasize it as a 

motivating factor to encourage the govemment to retain the subsidy. 

In a researcher made by a writer in this regard the following was concluded: 

There appears to be no instance in the recent past when tax exelllption 
was the decisive factor in an investment decision in Mexico,' in. fact , 
there is probably no situation ill which it was even a deceive factor .. 
(It) appears that in IIIOst cases the tax exelllPtion possibility is not even 
taken in to serious consideration w hen considering an i IIvestmen! ill 

d I · . 14" some eve oplng countnes. 

If the purpose of income tax exemption is to attract private foreign investment which would not 

otherwise have come, these findings indicate that such measures have not been successful in other 

countries and they raise serious doubts as to the contribution they may make elsewhere. Other 

commentators have also expressed doubts as to the effectiveness of a tax exemption measure." ' 

One major reason for doubting the effectiveness of income tax exemption provisions is that it 

appears that income taxes are not important factor influencing potential foreign investors. Heller 

and Kaufman comment that: 

In evaluating the utility of tax incentives, one cnlcial factor to 
be considered is that for mallY econolllically less developed 
coulltries the tax system is relatively unimportant, compared to 
other factors illlpeding development. 
And since tax incentives are but Olle, and especially in 
economically backward countries, only a lIlarginal factor (in 
an investment decision), it is probably illusory to attribute any 
but marginal s ignijicance to their i I11pact on the prospective 
investor's estimate of the congeniality of the "investment 
climate. "J./n 

Similarly, Taylor points out that tax exemption by state and local govemments with in the United 

States as ani ncentive for relocation 0 f firms has not w orked, b ecause t hi s factor a lone i s not 

enough to overcome other obstacles to investment in the locally such as " the cost of labour 

the di stance from markets and the source ofraw materials." "" Exemption from a low tax, even in 

the case where the exemption is taken in to exemption from a low tax, even in the case where the 
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exemption is taken into consideration in making a decision to invest, will probably not be enough 

to persuade a hesitant investor to go forward if the primary reason for his hesitation is other cost 

factors. Perhaps the strongest argument in favour of income tax exemption is that it "may 

engender a non rational response from the potential grantee because it serves as an adverti sing 

lure which stimulates interest in the potentialiti es of an area." '" However, the cost of this form of 
\ 

advertising may be more than the advertising is worth. 

There is no great harm in an unsuccessfu l tax policy if it costs nothing. In the case of income tax 

exemption, however, the costs can be substantial. Most developing countries ha ve few revenue 

sources to begin with, and to forgo taxation of a part of the industrial sector may seriously reduce 

government revenues. The granting of income tax exemptions to industrial enterprises "increases 

the gap between basic development and the only reliable sources of financing the annual costs of 

the development." In view of the considerable cost of granting exemptions, it may seem fair to 

place the burden of proof on their proponents. If it can not be demonstrated clearly that an income 

tax exemption policy is fu lfi ll ing its purpose in attracting foreign capital which would not 

otherwise have come then perhaps the policy should be abandoned since the costs are so high. It'! 

Eth iopia has a large and relative ly young work force . W ith regard to skill ed labour 

availabi lity, the Africa Competitiveness Report of 1998 ranked Ethiopia 3'd and 5'h out of 

the 20 African countries respectively in tenTIS of uni versity ed ucation availab ility to meet 

the needs of business and the local market' s ability of supplying educated workers (0 

meet the needs of business. Labour Costs in Ethiopia are low, even in comparison with 

other Afri can Countries. Over a ll , labour regu lations in Ethiopia have been considerab ly 

moderni zed and brought into line w ith international practices in recent years. The new 

labour law of Ethiopia provides adequate provisions for the begilming and telmination of 
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employment with safeguards that do not allow infringi ng the ri ghts of investors. No 

labour strike is recorded in Ethiopia in recent years. Therefore, there is a complete 

industrial peace in the country. But if a labour case arose the labour tribunals and courts 

per se do not have the capacity to render prompt decision. Employment of expatriates 

without any restriction for key management posts during the li fe of the project is also 

a ll owed. Expatriated may also be employed for non:management positions in areas 

where abled Ethiopians are not ava il ab le. Generall y, the labour conditi on in the country, 

i.e., availabi lity, trainab il ity cost and industria l peace, is h ighl y favo rable for undertaking 

profi tab le fo reign in vestments. 

In an interview held with Ato Ermias Amelga, 150 a well educated and delighted businessman, it 

was explained that in a study conducted a few years back on who are the big investors in Ethiopia 

at this given time a study covers about 20 fore ign investor. All do have different reasons, different 

from others who invest in Africa on the basis of calculating the pros and cons of foreign 

investment. Ours do not calculate anything about the advantages and disadvantages of investing 

in Ethiopia. For instance, some of them say that they invest Ethiopia because they were having 

companies during the Imperi al period; and others because he or she is an Ethiopian , or one of the 

couple (spouse) is an Ethiopian. Ato Ermias has also added that, though labor cost is very low, 

productivity in very low, we do not have skilled man power, and technology, no body may in vest 

the whole capital of his own, half of it must be from here, but we don ' t have fina ncial system. 

The fi nancial system is in complexion; to get loan is very difficul t. Banks are in excess of money 

with no borrower, because of untenable loan conditionalties of pursued by the National Bank. 

3.6 Prospects for Private Foreign Investment ill Ethiopia 

Given Ethiopia 's natural and human resources endowments, there are tremendous opportunities 

for investments in Ethiopia . There are three main reasons why potential investors would consider 
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Ethiopia as a location for foreign investment: there is what is potentially one of the largest 

domesti c markets in Africa with 70 million consumers; Ethiopia's exceptional climate, it is sa id 

more than half the country consists of highl ands, with average annual temperature under 20 

degree Celsius; the climate officers and excell ent environment last for various agricultura l 

activities, and there are the moral assets of the country Ethiopia in excepti onal among the least 

developed counh'ies (LD Cs) in its vilt ually complete absence of routine corruption. it is said that 

the bureaucracy may be difficult to deal with, especially at the lower levels, but investors say that 

it almost never demands unofficial payment to do itsjob 1
" 

Regarding 0ppOltunities, it is said that these are varied in Eth iopia; the country has one of 

the most diverse agricu ltural resources in Africa. There are opportuniti es as well in 

leather and textiles touri sm represents yet another 0ppoltunity for fore ign investment. 

Ethiopia has an ancient cul tural heritage and ,the hi storic route in the north encompasses 

memorable sites .152 Certain sectors, which are expected to emerge as significant 

investment areas for new investments and substantial expansion of ex isting faciliti es have 

been specificall y identified. Despite lack of infrastructural development such as power 

suppl y and communication faci lities, there is considerable scope for wide range of 

agriculture, agro-processing, manufacturing, mining and service industries in Ethiopia. 

Investment profiles for some of the sectors and for specific proj ects in the sectors and for 

speci fi c proj ects in these fi elds are avai lable on request. I 53 In other words, except fo r very 

few areas of investment reserved for government sole entrepreneurship, many of the 

sectors are open to foreign investment. But foreign investors have to have the gut and the 

capacity to overcome limitations and obstacles, and fulfill strict conditionalties to exploit 
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the investment opportunities available. However, Since there are other developing 

countries which are competiti ve to Ethiopia, and are open with facilitating foreign 

investment conditions are opportunities, we should not expect foreign investors to meet 

chall enges, obstacles and limitations, which is our business to do away with them and 

create favourable and conducive conditions and incentive schemes comparable with 

neighboring countries to attract foreign private Investment. 154 

Although the Policy and laws on land lease and private foreign investment promise a lot, there are 

limitations and obstacles on the ground, such as lack of adequate information on land size and 

price inventory, in-appropriate, auction system, lengthy process to obtain land for investment 

activities. On top of thi s land scarcity is critical ; and there are hundred and one private foreign 

investors on ly with investment certificates. 

There is adequate labour supply in Ethiopia, with very low labour cost. The Ethiopian worker is 

enthusiastic to work hard towards the modernization of his countTY contrary to the oft-repeated 

saying of prej udicial notion that people in less developed countries are lazy and do not have 

receptive mind. An Ethiopian is diligent and intelligent. The dignity of labour since 1974 is a 

reali ty. There is also a new labour code that carefully regulates employer-employee 

relationships. ISS But unskilled labour supply alone would not attract private investor seen from the 

view point of foreign investor. 

The fi scal policy of the Government is also encouraging. There is a frequent devaluation of 

domestic currency against foreign currency and purchase of foreign CUlTency is based on demand 

and supply. And thi s policy may be conven ient especially for private foreign investors who want 

to import machineries, equipments a d raw materials, for this cost them less . 
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In concluding thi s section, even though the Government has formulated and enacted policies and 

laws on private foreign investment and pri vatization to foster and enhance the private sector, the 

pace could not be as desired. This is because of lack of basic infrastructural developments and 

service such as limited supply of electric power, transport scarcity, lack of postal , te lephone, etc., 

communication services and lack of water suppl y. 
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CHAPTER-FOUR 

Conclusions and Recommendations 

Dr. Emmanuel Nnadozie authored a book on investment in Africa. · One of the paradoxes raised 

in the book is the glaring dearth of direct foreign investment (DF!) in the continent. This begs the 

question , why countries in North America, the EU, the Asia Tigers, and Japan are not interested 

in more investment in Africa? The question is particularly troubling because, in general, capital is 

scarce and labor is abundant in Africa. ' 

These two factors ought to have produced a cascade of foreign investment. But that has not been 

the case. One observation made by Nnadozie is that the dearth of capital implies a high retum to 

capital. Couple thi s with cheap labor, and one can appreciate the potential for huge profit margins 

for ri sking capital in Africa. For the host country, the benefits will accrue from exposure to 

capital that results in Icaming-by-doing, there by increasing productivity when people have more 

capital with which to work. This appears to be a win-win scenario. 

All the observations above apply equally to Erhiopia without amendment. There is one additional 

problem in Ethiopia, demand is so shallow, and that foreign capital especially foreign direct 

in vestment will be forced to court foreign markets to obtain scale economies. 

Foreign investors face many ri sks in Ethiopia . The size of the market does not consist of 70 

million consumers. Rather poor and destitute and illiterate people and which consist of roughl y $ 

6 billion doll ai·s of income. Consumption is about 57 percent of total demand. If overall demand 

is soft, the risk of venture failure is high. Second, the democratization process in Ethiopia is at its 

stage of inception wi thout a stable political system. Financial capital and DF! seek save havens. 

Timid in vestors are afraid of expropriation of assets if the government dec iders late in the game 
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to change the rules. Third, actua l or expected political instability or external con fl icts, such as the 

Ethiopian war with Eritrea, wi ll discourage foreign investment and indirectly reduce economic 

growth. 2 

To overcome the risk-taking problem and encourage m ore investment, the Government wou ld 

have to assure investors that their assets would be safe. How does it do thi s? In other words, how 

does it bui ld foreign investor confidence? This is a cre·dibility issue. And it is tied to the rotten 

descendent problem. That is, there is likelihood that subsequent government may reverse the 

policies of the present government that favor foreign investment. To the degree that possibili ty 

exists, foreign investment will be discouraged. To help establish credibi lity, the government 

would need a lock-in mechani sm. This may be in the form of international agencies such as the 

World Bank and the International Monetary Fund (IMF) or the US government vouchsafing 

foreign investment in Ethiopia. Codi fying in the constitution of the country the safety of foreign 

in vestment and making an amendment to it subject to a majority vote in the parliament might 

prevent the rotten-descendent problem. But what if there comes change of constitution? All these 

are factors that impend foreign capital in flows. 

Thus as it has been shown in the preceding chapters of this thesis that foreign private investment 

policy has been ca lled to life for the purpose of encouraging and stimulating fore ign capita l 

in vestment, mainly private foreign capital participation, in the socio-economic growth and 

development of a given country. For private foreign capital participation to take place, that is, for 

foreign investors to commit their funds in economic activities, investment pre-conditions such as 

politica l stability, liberalization of both domestic and foreign trade, effective and efficient 

privati zation process, transparency, procedure of o·eatment of free of corruption, and developed 

infrastructure have to be met. 
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be a limit for flexibility . The legi slative body must also exerci se a long term vision and strategy in 

its law making activities 

Though there has been a repeated official statement to have an Investment Authority or 

Commission being equipped for a one- stop shop service it could not be achieved ra ther the 

reality witnesses other wise. Many regulations are issued to implement the respective laws, and 

proclamations were a Iso enacted to e stablish and strengthen the institution- from the status 0 f 

Office of Investment to Ethiopian Investment authority and then to its present hierarchy as 

Ethiopian Investment Commission . 

Various other laws, which are said to be related to investment, like tax laws, land provision law, 

financial proclamations, are also legislated. Though we have such many laws, Regulations and 

directives, no foreign investment inflow and attraction is recorded, except MIDROC. What are 

the reasons for not attracting foreign investment? The answer may be simple. Policies and laws 

issued are for daily consumption a hand picked one from here and there without having any 

vision and strategic studies for long term relations to be govel11ed .In other word, the policies and 

laws are not fonnulated having long term, strategic issues in mind. 

A foreign investor is to come upon observing and scrutinizing policies and laws issued and 

institutions set up for various services. But our justice system is not inviting, our infrastructures 

do not motivate investors, our banking system is also not inviting, the anticoITuption law 

prohibiting bailable right is a very concel11 for investors the auction and fi·ee market judgment is 

not also watering. All these indicate that many laws and a many time revisions do not attract 

foreign investment. Rather, the exi stence of reliable and impartial judicial and effective financial 

institutions, developed infrastTUcture, creating conducive situations for domestic investors are the 

most important pre-conditions that has to be fill fell ed to attract foreign investors. Latest news in 
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the media discloses that Iran ian investors expressed that Ethiopia has a good climate. But in 

in vestment there is no such thing as good climate only. A foreign in vestor may always commit 

his money anywhere includi ng in arid area if he thinks that there would be a good return and 

guarantee to hi s investment. Thus the Ethiopian government has to think twice before enacting 

series of laws over laws with out having long standing vision. 

Sti ll , even following the 2002 Investment Law (as a mended) and subsequent 

Regulations, a new Investment Code is expected to come out, opening up a few sectors 

that were not previously open to foreign investment; and to reduce tax rates as investment 

incentives, which could be otherwise achieved not only by increas ing tax holidays. but 

also by subsides and other meanses. This measure is to be taken, because despite political 

commitment and enactment of Investment Code which is liberalized again in 2002, actual 

implementation rates for new foreign investments remain low. In the ten years to 2004 

the Ethiopian Investment COimnission approved only 392 private foreign investment 

projects with a total capital of 36.18 billion BitT; yet only 770f these projects, worth 4.18 

billion Birr were operational in late 2003. (Table ).In this connection and with regard to 

private foreign investment, Michael Holman, in financial Times, March 2, 1998 ed ition, 

wrote that 

... Notwithstanding grawing interest alilong foreign investors 
over the last 12 mOl1ths, realized foreign direct investment to 
date remains pitifully low. The EIA (Ethiopian Investment 
Authority) has registered only 63 FDI (foreign direct investment) 
projects, with a value of under $0. 5 billions, and of these the 
bulk belong to just one company, the Ethiopian Saudi MIDROC 
conglomerate wh ich h as extensive i I1vestments i 11 property a I1d 
mining. ~ 

The same remains h'ue even in the year 2004. What is it that foreign investors are looking for in 

deciding to invest in a country? There is no conh'oversy about the intentions of foreign investors. 

They come to a country hoping to make more profit than at home, and not for cha ri ty. The 
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question for the recipient countTy is to understand the factors that attract these in vestors and 

attempt to make them ath-active to them_ It should be clear from the outset, however, that the 

factors that are necessary to make investment profitable are not always in the control of policy 

makers for easy manipulation_ 

The detenninants of profits that attract a foreign investor are many_ Some of them are the 

following Here the main consideration for foreign investors is whether or not producing in this 

counh-y will give them an edge over other competitors. In other words, the concern here is the 

ability to produce the product cheaply here and be able to sell in the world market. In the 

management of foreign investment promotion: a single agency should have overall responsibility 

for all international invest.ment promotion activities and negotiations in Ethiopia. CUlTently, there 

are other public sector agencies that undertake international investment promotion in an ad hoc 

manner. This could give a misleading gesture for potential investors . At the present juncture, the 

ideal candidate to take the overall responsibility of investment promotional and coordinate 

promotional activities can-ied out by other agencies is the Ere. However, ErC must be 

strengthened and managed as an effective one-stop-shop and single entry door for inward 

investment by existing investors; the establishment of small international Investment Advisory 

Council composed of senior executives from private sector international companies operating in 

Ethiopia is also a need at this time in point. This advisory Council will advise EIC and the 

Government on in vestment promotion policies and activities and act as contact group fo r 

potential investors seeking a private sector view on investment oppOliunities and potential in 

Ethiop ia. It is important to build a stronger partnership between EIC and existing international 

investors . 

In the area of foreign investment promotion activities, existing investment promotion effort can 

be enhanced tlu-ough: active planned enquiry and promotion v isits to a ppropriate and targeted 
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international investors by staff (commercial Attaches) in Ethiopian Embassies abroad. Erc can 

support these through promotion skills training; the production of briefi ng profiles on target 

corporations; provision of essential market, incentives and other data: and case follow-ups for 

confirmed prospects: the use of Ethiopian Airlines executives, staff and resources to help promote 

recognition of and interest in industrial and commercial investment oPPOItunities this can include 

the dissemination of information on investment projects and opportunities in Ethiopia tlu-ough in­

fli ght magazines and entertainment services. Support fi'om the Ethi opian Tourism Commission in 

these ac ti vities is vital ; effective marketi ng of business opportunist through Govelllment media 

organi zations including the expansion of the existing Govelllment Website to encompass specific 

investment opportunities in a commercially relevant marmer, drawing on best-practice m 

investment promotion from other promotion agencies. Benchmarking must be encouraged. In 

addition, the EIC should actively encourage Ethiopian businessmen and executives in other 

countries to contribute to the nation 's investment promotion activities and programmes. This 

includes encouraging them to consider investment in Ethiopia and to use their wider experience 

and corporate contacts to identify appropriate companies and executives as reali stic promotion 

targets for ETC. This has begun to emerge, but can be enhanced tlu-ough active in volvement by 

EIC; ensure that foreign private investment already operating in Ethiopia plays an active rol e in 

the intelllational investment promotion process. Regular contacts between EIC and executives of 

foreign companies in the country and the involvement of the later in investment promotion 

activities should be encouraged and supported. 

Consideration should be given to refocusing agricultural R&D in order to make it demand driven 

and client 0 riented (including small h older farmers, a gro-industries, exporters and commercial 

fa rmers) . This will ensure that agricultural R&D addresses development needs more directly than 

at present. In thi s context EARO should play a Greater role in monitoring and evaluation to 

ensure relevance of research to development; 
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The role of Ethiopian Science and Tec1mology Commission should shift from direct research 

funding to facilitator of R&D in a more generic sense. For example, it could begin to place even 

more emphasis on sh'ategic questions such as monitoring research duplication; providing policy 

advice to higher levels of Government, giving research consultancy advice to R&D centers, 

developing measurable output target against which to judge center performance and fostering 

long term links with overseas institutions 

Assuming that fiscal exemptions are not the only ones of an effective measure for attracting new 

capital , what are some alternatives? Direct subsides and other grants have been suggested by 

some writers. One fOlm of direct subsidy might be a government guarantee of a certain 

percentage return 0 n invested capital for a period 0 ft ime. If s ix percent were guaranteed, for 

example, someone investing $1,000,000 would be assured of an annual retum of $10,000. If 

profits fell short of this during the period of time, the govemment would make up the difference. 

This would have the advantage of granting a benefit to all new foreign investors and not just 

those who make a profit, as is the case under the income tax exemption. The subsidy a company 

receives would be limited to this percentage retum instead of extending to the total amount of 

profits and, since the income tax would be retained, the govemment would not lose revenue from 

this s ource. Under thi s scheme, however, the government would also have to subsidize losses 

which might be quite high, and a company which should go out of business might be kept 

needlessly in existence for the period of the subsidy. This objection might be met by subsiding 

only a percentage of a company's losses; for example, up to 20% of invested capital each year for 

no more than three years in a row, for five years from the date of commencement of the 

enterprise . 
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Since many enterprises do not plan to make much of a profit in the fi st few years of operation 

anyway, income tax exemption is not a very great inducement to them. This kind of foreign 

investors would find a guaranteed percentage return on invested capital mote attractive than 

exemption from income tax. 

Another proposal would retain the income tax exemption, but argues, "The relief should be tied to 

the amount of the capital investment without any limitation of the period of time (during which 

and exemption is allowed) at all. ,,5 A fore ign investor would not be taxed on income until an 

amount equal to its initial investment had been recouped. This would help the investor who has 

no profits in its early years. An investor who never make a profit would not b e taxed at all; 

neither would he receive a benefit, but "possibly there is no reason why such a business should be 

subsidi zed. ,,6 

It is doubtful that the income tax exemption provision of the Investment Proclamation of 2002will 

be very effective, as was the case 111 previous laws, in attracting foreign investment to Ethiopia. 

The exemption provision may even have an adverse effect if government officials consider it to 

be an important element in a program to encourage private foreign investment, because it could 

divert attention fro m other efforts which may be less spectacular but more producti ve . In addition, 

the cost of the exemption may be higher than benefits derived, and yet costs are very easy to 

overlook because they involve no direct expenditure by the government. The appeal of income 

tax exemption as an inducement to private foreign investment in developing countries, however, 

is strong. Actua lly As long as other developi ng countries continues to grant such an exemption, 

the pressure on Ethiopia to do so well remain great 

The overall in efficiency in the bureaucracy is an issue that is well acknowledged by the 

government. Ato Tefera Walwa Minister of Capacity Building, and Ato Girma Bini Minister of 
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Trade and lnduslTY in their televised conference, where all high officials of the nation including 

the Foreign Minister except the Prime Minister, confessed that government officials are, for the 

last 12 years, " murderers of investment" .' But we do not witness their accountability for this 

serious crime of killing investment, and no body was dismissed or have the courage to resign 

from hi s position. Is confession alone enough for such serious incapability and guilt against the 

vital and important interests of the nation? Does declaration of guilt warrant keeping political 

position? 

Some critics of the Government suggest that this low ratio of implementation is a result of 

bureaucratic red tape,which discourages investors in the process of implementing their project, 

particular mention is usually made about the slow process of land allocation and the monopoly 

price charged by the municipality government in Addis Ababa as the key consh·aints to private 

investment in Ethiopia in the past seven years' 

Efficiency can be enhanced by changes in govel11ment policies and management practices. The 

ship 0 f state must be run more efficiently. The way the bureaucracy is 0 rganized c an I ead to 

delays, frustration and corruption. These factors discourage investment. Part of the solution to this 

is to reduce the layers of person's investors must meet to get things done. Servants should reduce 

the incidence of corruption - bribes to expedite decisions. 

Thus, domestic business identifies many barriers to both foreign and domestic private investment. 

Some of these are, first, the underdeveloped financial sector has inhibited both the raising of 

commercial loans and formation of joint stock companies. Financial liberalization has been slolV, 

and interest rates are not deregulated and are on the high side rate that does not encourage 

investment. Secondly, all land remains state control. Access to land for investment purposes 

rema ins ensnared in red tape, particularly in the capital where a cumbersome land - lease system 

operates. Thirdly, confusion over urban land and rent poli cies has aggravated private sector 

accusations, and that policy making in thi s area remains far from transparent. Fourthly, though 
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privatization is set to move up the gear, the process remains very stow. Fifthly, land scarcity is 

critical problem in urban areas, where there are thousands of approved foreign private investment 

projects wa iting for response to thei r land request. ' Actuall y, the issue of land has politics behind. 

This is because for one thing, land is the main means of production, for another the social basis 

for the state is the peasantry who constitutes 85% of the total population of the country. 

Glimpse of the part played behind the scenes by government authorities in relation to foreign 

investment acti vities, corruption is, really, a cancer to investment. It greatly harms investment 

when there is no observance of law by authorities and officials; where there is political 

interference, and where there is no way out for petition , that is when the system is closed. Hence, 

greater openness towards increased accountability, transparency, and existence of adequate rules 

and regulations are the panacea. In this regard to date the moral assets of the country are not yet 

destroyed ; and Ethiopia is exceptional among the least developed countries (LDCs) virtually 

complete absence, so to say, of routine corruption. However, the Ethiopi an Investment 

Commission, invested with the task and responsibility of fac ilitating the fulfillment of foreign 

investment formalities, has to meet its one-stop shop service principle by doing away with all 

bureaucratic vices, especially shortage of skilled manpower of the staff 

The Investment Law of 2002 (as amended and the Investment Incentives Regulations, issued 

pursuant to this very law, while giving exemption from customs duty for various items to be 

imported, the exemption does not extend to include fue l to be imported in whatever of its forms. 

However, fu el being an important input that really fosters further investment activities, the 

Regulations should be amended to exempt fuels to be imported, since it is one of the vital inputs 

for investment. 

Another issue worth noting is that a prospective foreign investor would like to see, as a guarantee, 

the exi stence of independent judiciary or legal system that functions expeditiously. However, at 
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present in compari son with the previous period the country seems l acks such an efficient a nd 
effective institution, since courts of law are highly weakened and lost their capacity to entertain 
and di spose o f cases. In a simple statement, courts are, these days, adjournment rendering 
institutions. The terribly slow judicial process is clearly an impedi ment to effective contract 
enforcement. i.e. the judicial system proves to be lacking the capacity to cope with the ordinary 
commercial and labour di sputes and more serous breaches of law affecting the image of Ethiopia 
in the eyes of potential foreign investors delayed justice is viewed as being as damaging as no 
justice. Thus, the Government has to make busy itself to ponder on this serious problem, before it 
is too late; in fact 14 years is not a shol1 period, and one can conclude that improvement is 
beyond abi li ty and capacity. 

In general, although foreign investment policies and pertinent enactment of laws have been 
started long ago immemorial in this country; although experiences in the area shou ld have lent 
their hand for better perfonnance; and despite the fact that it seems that more consideration is 
given by the present Government to thi s area of multifaceted development by formu lating 
policies and enacting laws, creating institutions for the purpose of fostering, enhancing and 
encouraging of private foreign investment, there are still a number of shortcomings and obstacles 
in implementing fac ili ties and incentives schemes which overshadowed opportunities. 

The notorious land allocation system and the amount of time it takes to secure land for investment 
is all too well known to repeat here. Suffice it to say here that foreign investors will not be 
attTacted to Ethiopia with the expectation of a better service from the bureaucracy compared with 
other countries competing for these resources. 

The issue of property rights is intelTelated to the functioning of the legal system. As I said earli er 
that is not a strong and competent institution yet. While Ethiopia 's membership with MIGA is 
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sure to provide some confidence to foreign investors in terms 0 f providing security from non 

commercial risk, that still will not be our strongest mark to attract foreign investors. 

The other problem is land-lease payment for land is a public property, under the ownership of the 

government, which starts as of the delivery of the land to an investor. But it takes him from 5 to 6 

years times to prepare it and make it usable. Thus land-rent payment should commence to count 

from the date of putting the land to use. A related problem is the fact that land area is obtainab le 

only on the basis of auction made investors unable to know and plan the cost of getting land 

ahead of time . A feasibility study conducted by a prospective foreign investor and evaluation of 

the project viability by the Investment Board remains in vain if the lease price goes beyond the 

capacity of the prospective foreign investors. Hence, land resource inventory and indicators of 

lease prices for a given area have to be provided and study of related information be conducted 

and available to potential foreign investors. 

IIowever, the author does not support the motive pursued behind lalld poli~y, amI ad vo~ates for 

owning land as a pri vate property. First and for most, since the nation to attain economic 

development and alleviate poverty, mechanized agriculture and agro industry have to be 

encouraged and enhanced as pioneer investment activities. Secondly, since the peasantry could 

not serve as a social basis for a state to maintain power because state in the third world countries 

do not have class basis for there are no di stinct classes. In any case, since the availability of land 

for foreign investment in fact for domestic investment too, is necessary, due consideration should 

be given towards its fac ili tat ion to obtain growth and expansion in foreign investment in the 

country 

Furthermore, it is high time that the Government needs to develop infrastructures such as 

communications, power, master plans, land inventory, market and resources infornlation. It has to 
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create the investment climate to develop the capacity of financ ial institutions to be able to provide 

adequate loans and foreign cUlTencies. It has to encourage the establishment of technical and 

vocational institutions to produce skilled manpower; and create research, design and consultancy 

serVIce agencIes. 

Therefore, these all may be the reasons why, despite many Joint - Investment Initiatives and the 

"economic-diplomacy" pronouncement by the Ministry of Foreign Affairs, most recent foreign 

investment comes only from a single individual, Sheik Mohal11l11ed Hussein Ali Al Amoudi. It 

must be underlined also that the other several hurdles also sUlTolmded foreign investment 

promotion and activities; problems of lack of confidence, red tape bureaucratic procedure, 

undeveloped infrastructural facilities, an unfair land-lease and interest rates, and capital limits and 

frequent revi sions of laws and regulations regarding requirements to be eligible for incentives, are 

some, but to cite a few. 

All this combined suggest, considerations for profit-motivated investors are not very strong: the 

institutional factors necessary to attract foreign investors leave much to be desire . In other words, 

our ability to attract strictly profit-motivated investors, as most of them are, is much weaker than 

we are willing to admit. 

In this connection it would be of interest to raise a point that, seen fi'om the political point 

of view, political parties are not allowed to engage in profit-making business activities in 

the commercia l sense, though it could be said that nothing is more lucrative and attractive 

than to be on the ladder of political power and maintain it at any cost. In any case, as the 

law stands now, it is in violation of the Party Registration Law'" that TPLF and other 

appendicle can'ies on commercial business activities. In an interview held with financial 

Times, whether enterprises associated or affiliated with TPLF/EPRDF enjoy advantages, 
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called "revolutionary democracy", a class based ideology , in the statutes of the party , on the 

other hand ,are clear indications that EPRDF is found amidst a confusion. But for how long it 

may be let to run the business of this country without having one and clear orientation? Failure is 

already witnessed. 

The confusion pursued by T PLF/EPRDF that i ts ideology is Revolutionary Democracy which 

claims to favour - on the one hand, and the preach to foreigners about its orientation of white 

capitali sm 0 n the 0 ther hand, will take either the Front 0 r the nation 0 r both of them ton ow 

where, but to a quagmire 

The discrepancy between what has been provided by the law and the practice, which may also 

testify the halfllearted commitment of EPRDF, could be the case of opening telecommunication 

to private foreign investors. Here the law (Proclamation No.280 of 2002 under article 2(b) ) 

provides that the business of telecommunication is open for private foreign investment. But the 

TPLF IEPRDF government is not whole-heartedly committed to open the business of 

telecommunication for the last t~Years . Another, in a press statement by Minister of 

Infrastructure, Dr. Kassu IIlala confOlmed that income of mobile telephone is an income to be 

milked like renewable natural resource 13 

The Government has to engage in or adopt a policy of implementing kinds of foreign investment 

strategies experienced and proved to be effective by other less developed countries . The 

Government must have such strategies as are necessary for the overall economic development of 

the country. Some of these strategies are, (I) a strategy known under the name BOT(Build , Own, 

Transfer), where foreign and domestic investments by individuals, in negotiation with the 

govell1ment, are carried on for about 20 to 30 years, finally transfer it to the govell1ment either to 

be managed and administered as public investment or to be privatized for domestic investors; (2) 
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in addition to ' BOT' there is also a kind of strategy that the govel11ment can adopt. It is known 

under the name ' BOO ' (Build, Own and Operate), where both types investment a ctivities are 

under taken to use and own for a certain period of time and transfer the same; and, (3) the other 

type of strategy of investments to be followed is known under the name ' BT' (Build and 

Transfer), where building and immediate transfer takes place. The government, thus, by 

formulating and enacting legal devices, by creating controll ing and monitoring mechanisms, to 

have a certain share in capital-intensive investments, can benefit much in the overall development 

of the economy. " 

In d01l1g so, the government has to create a favourab le investment climate, by encouraging and 

stimulating private foreign capital investment. In has also to create and develop the capacity to 

compute with other developing countries . However, foreign private capital could be allowed only 

in some sectors, that requires large capital and complex technology, which domestic capital 

cannot afford to manage. In other words, it is domestic capital that must be engaged in all other 

cases. 

Finally, although the policies and the laws are important factors, as an impetuous to 

encouragement and stimulation of private foreign capital participation in the overall economic 

deve lopment of the country, these formulation and enactment alone will take us nowhere. Thus, 

unless rectifications to shortcomings and defects in the policy and the law are provided, and 

corrective measures are taken in the provision and implementations of incentive schemes 

competitive to other developing countries, and unless the repeated, unreasonable, often times 

reversion is replaced by stable, predictable and leamt provisions of the code, where more than 

seven times revision in 10 years period does not seem healthy, there seems to be less probability 

for the inflow of private foreign capital investment into the country. 
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3) "Capilal ( ;oods" means machinery, equipmenl and 
ar.cessories, needed to produce goods or render 
services; 

4) "CuslOms Duly" inc ludes laxes levied on imponed 
gooJs; 

5) "Income Tax" means lax levied on profits from 
business and categorized as the revenue of the 
Federal Governmenl, Regional Governments or as 
their joint revenue; 

6) "Proclamation~ ' means Investment Proclamation 
No. 280/2002; 

7) The definitions provided for under Anicle 2 of Ihe 
Proclamalion shall apply 10 Ihese Regulalions . 

3. Investment Areas Reserved for Domestic Investors 
Areas of investment listed in the schedule attached to 
these Regulations are exclusively reserved for 'domestic 
investors . 

PART TWO 
Exemption from [ncome Tax 

4. Investment Actl \ ities Eligible for Income Tax Exemption 
1) Where an investor'engaged in manufacturing or 

agro-induslrial activities or the production of 
agricullural products 10 be delennined by directives 
to be issued by Ihe Board; 
(a) exports al leasl 50% (fifty per cent) of his 

products , or 
(b) supplies al leaSl 75% (sevenly five per cenl) of 

his product to an exporter as a production input; 
he shall be e.li gible for income lax exemplion for 5 
years, 

2) NOlwithstanding Ihe provisions of Sub Articles (1) 
of this Article the Board may. umkr special circums­
tances, grallt income tax exemption for a period not 
longer than 7 years. However. the granting of i.ncome 
lax exemplion for a period longer Ihan 7 years 
requires Ihe decis ion of Ihe Council of Ministers. 

3) An in vestor engaged in activities mentioned under 
sub Article \l) of Ihis Article who expons less tryan 
50% (fifty per cenl) of his products or supplies his 
products only to the domestic market shall be 
eligible for income tax exemption for 2 years. 

4) NOI wiih<landing Ihe provision of sub article (3) of 
this AMicle, the Board may. under special circums­
tances, grant income tax exemption for a period not 
longer Ihan 5 years. 

5) NOlwilhanding Ihe provision of Sub Article (3) of 
this Anicle. direclives issued by the Board may 
prohibit exemption from income tax with respecuo 
an in vestor who supplies his products only to the 
domestic market. 

6) NOlwilhstanding Ihe provision of Sub Articles (1) 
and (3) of Ihis Anicle, an inveSlor who exports and 
hides and skins afler processing up 10 crust level may 
not be entitll.!d to incentives provided therewith, 

7) Notwithstanding the foregoing provisions of this 
Article. where the investment is in relatively under 
developed Regions such as Gambella, Benshangul 
and Gum u,. Soulh Omo, in Afar Zones 10 be 
delermined by the Board, Somali and olher Regions 
to be deterrnined by the Board, the invsetor shall be 
eligible for hearne tax exem ption for an addi tional I 
year period . 

8) The income tax exemption provided under . the 
provisions of Anicle 4 01 these Regulalions shall be 
effecti ve when the investor provides the information 
fur th t! rt!lc v.lIlt reVcnUf;! collecting institu tion and its 
valldll Y IS a.~cert ai ned for t!ach income [ax period. I 
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(al hotels (exduding star-designated ho:ds), 

~otels, tCJ rooms. coff~1.! shops, hars, nighl 

cluhs and res taurants whi !',:h do not huvc: inter­

national standards: 

(hi wholesale. rela il anJ impurl IraJe: 

(c) maintenance ser\' ices : 

(0) commercial road transport and L'ar-hire 

services; 

(e) postal and courier serviL'es: 

(I) real eslate developmenr ; 

(g) business and management consul!ancy 

services ; 

(h) advertisement services; 

(i) cinemalography and similar aClivilies: 

(j) radio and lelevision broadcaSlin g services: 

(k) theatre and cinema hall operations; 

(I) customs clearam;e services; 

(m) laundry services: 

(n) travel agency, "ade aux iliary and .lickel·selling 

services; 

(0) lottery and games of a similar nature; 

2) NotwilSladng Ihe provisiun of Sub·Anicie ( I ) oflhis 

Anicle, Ihe Board may. where il finds approrriale , 

issue directi ves providing for additional urcas of -investment which may not be eli gible for exemption 

from the paymenl of cUSloms dUlY . 

II . Transfer of Capital Goods Imported Free of Customs 

Duty 

Capital goods imporled free of (uSioms duly shall nOl be 

transferred 10 Ihird parlies not enlilled 10 similar duty free 

privileges, unless prior payment of [he customs duty is 

effected Ihereon. 

PART FOUR 

Miscellaneous Provisions 

12. Penally 

Any investor who acts contrary to Article 11 of these 

Regulations shall be punishable in accordance wilh 

Article 73 of Ihe Re-establishmenl and Modernizal ion or 

CUSloms Authorily Proclamalion No. 6011997 . 

.f9'1' . 13. Repealed and Non·effective Regulations and Directives 

., , ii ' f>.,')iiM·"",)o)· "'I1lt.:'·': f"'l.~II'h!'1·· ~hc /I.,)' 

I':HI 4!'I'C %' ):liht;o; (h1f . .,.lflf/l) h<; 111.1(; ""11'1' 
', /llIofH·i '· 111\01'111\1\' f I" I, ""111':)" fUJnltD· f"'l.~11 

,h:'1·· ~tl(; /I.,)' f :)·11 4:'I'C ~)f. .' !.iin lULU f.,)ofl 

'I·'nt.'I'A • . 

". "/LU f:HI ,?(; f"'l .. oJot.') "'I''''/:ID'9'' f.,)ofl 1Dr.~ 

""""t.,P 11ILU f .'}o(] lD'lI'1' Y·/·f.ln· '/''1\'1'·,) 1]0/' '''' 

/III" , "'''.~'''I, ~ .) . hr.'. t. ""~" 

I) Investment Incenti ves Council of Mini sters 

Regulalions No. 711996 (as amended) and In vesr· 

ment Areas Reserved for Domeslic In vestors Coun­

cil of Min iSlers Regulalions No. 3511 998 are hereby 

repealed. 

2} Any Regulati~:lns or di rec ti ves inconsistent with 

-these Regulations sha ll not have effect with respect 

to matters prov ideJ for in these Regu la ( ion ~ 
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5. 11lL'ome Tax Exemption for £'\p.msion or .upgrading of 
an Ex isting Enterprise 
An investor engaged in activities mentioned under Sub 
Article < I) of Article 4 who exports at least 50% <fifty per 
cent) .of his products and increases, in value, his 
production by l5 % shall be eligble for income tax 
exemption for 2 years. 

, 

6. Cummencement of Period uf Exemption 
from Income Tax 

The period of exemption fro m income tax shall begin 
from the 'date of commencement of production or the date 
of provision of services, as the case may be. 
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An investor who has incurred loss with in the period of 
income tax exemption shall be allowd to carry' forward 
hi s loss for half of the income tax exemption period, after 
the expiry of such period. 

8. General 

PART THREE 
Exemption from the Paymenl 

of Customs Duty 

I) An investor shall be allowed to import du ty·free 
capital goods and construction materials necessary 
for the esta1:Uishment of a new enterpri se or for the 
expansion or upgrading of an existing enterpr ise. 

2) In addition, an investor granted with a customs duty 
exemption privilege shall be allowed.'to import duty· 
free capital goods necessary for his enterprise. 

3) Notwithstanding the provisions of Sub Articles ( I ) 
alld (2) of th is Art icle the Board may, by its 
directives, bar the duty·free importation of capital 
goods and construc tion materials where it ·finds that 
they are locally produced with competitive price. 
quali ty and quantity . 

4) An investor eligible for duty·free importation of 
capi tal goods pursuant to these Regulations shall be 
given the same pri,viiege for spare parts whose value 
is not greater than 15% (fifteen percent) of the lOlal 
value of the capital goods to be imported. 

9. Conditions for Importing Vehicles DUli Free 
The Board shall determine, by its directives, conditions 
for importing veh'icles duty· free depending on the type 
and f.1ature of the project. However, any investor may 
import duty-free: " 
<a) ambulances for employees that are needed for 

emergency cases; 
(b) buses for tour operation services: 

• 

, , 
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14. Transitory Provision 

1) /'Iolwithstanding the provision of Article 13 of these 
Regulations. incentives granted pursuant to Ihe 

Investmenl Incentives Council of Ministers 

Regulations No. 711996 (as amended) and the 

directives issued thereunder. shall continue to take 

effect. 

2) Where an investor granted with . incentives under 

Regulations No. 7/1996 (as amended) opts instead to 

be a beneliclary of incentives provided for in these 

Regulations. he may notify the appropriate invest­
ment organ and be entitled thereby. 

IS . Effective Date 

These Regulations shall come into force on the date of 

their publication in the Federal Negarit Gazeta. 

Done at Addis Ababa. this 7· day of February. 200} . 

MELES ZENA WI 

PRIME MINISTER OF THE FEDERAL 

DEMOCRATIC REPUBLIC OF ETHIOPIA 

1tt.TJ"· AU"'-J't--'fJ ~:~.,. :, . .,­
IErlHANENA SElAM PRINTlf'olC EN'T£Jll>IlISE 
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SCHEDULE 

'Areas of Investment Reserved for Domestic Investors 

I. The following areas are exclusively reserved for domes· 

tic investors: 

2. 

1) retail trade and brokerage; 

2) wholesale trade (excluding supply of petroleum 

and its by· products as well as wholesale by foreign 

investors of their products locally produced); 

3) import trade (excluding LPG, bitumen and upon 

approval from the Council of Ministers, material 

inputs for export products) ; 

4) export trade of raw coffee, chat, oil seeds, pulses, 

hides and skins bought from the market and live 

sheep, goats and cattle not rased or fattened by the 
investor; 

5) construction companies excluding those desig­

nated as grade 1; 

6) tanning of hides and skins up to crust level; 

7) hot~ls (excluding star·designated hotels), motels, 

pensions, tea rooms, coffee shops, bars, night clubs 

and restaurants excluding international and 

specialized restaurants, 
8) travel agency, trade auxiliary and ticket selling 

services; 

9) car-hire and taxi-cabs transport services; 

10) 'commercial ro~d transport and inland water trans­

port serv'ices; 

11) bakery products and pastries for the domestic 

market; 

12) gAnding mills; 

13) barber shops, beauty saloons, and provision of 

smith, workshops and tailoring services except by 

garment factories; 

14) build ing maintenance and repair and maintenance 

of vehicles: 
15) saw milling and timber making: 

16) custorr,s clearance services; 

17) museums, ,heaters and cinema hall operations; 

18) printing industries. 

Without prejud ice to the provisions of sub·Article (I) of 

this schedule, the following areas of investment are 

exclusively reserved for Ethiopian nationals: 

I ) banking, insurance and microcredit and saving 

services; 

2) forwarding and shipping agency services; 

3) broadcasting services; and 

4) air transport services using aircraft with a seating 
capacity of upto 20 passengers. 
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. , " AGREEMENT i. ~: . ~:. 

BETWEEN THE GOVERNMENT OF THE IT AUAN REPUBUC AND THE 

TRANSmONAL GOVERNMENT OF ETHIOPIA ON THE PROMOTION AND 

PROTECTION OF INVESTMENTS 

.. - .. , .... 

The Govemment of the Italian Republic and the Transitional Gov~rnm~nt of Elhiop;. (h~reinafter referred to as the 

Contracting Parties), . . ' . 

Recognizing the Importance of promoting Investments in both Countries; 

Desiring to establish favourable conditions for improved economic cooperation especially In relation to Investment 

by encouraging InV1!sto~ of one Contracting Party to Invest In the territory of the other Contracting Party; 

Hereby agree as follows: 

ARTICLE 1 

Definitions 
For the purpose of this Agreement 

1, The term "inV1!stment" shall be construed to mean any investment effected by a legal or natural pe~on of 

a Contracting Party In the territory of the other Contracting Party, In conformity wJ!h the laws and ' 

regulations of the Contracting Parties, after the entry into force of this agreemen~ Irrespective of the legal 

form chosen. as well as of the legal framewo,k.~ shall also Include existing Investments that meet the 

legal requirements under the laws of each Contracting Party at the date <if entry into force of this 

Agreement 
Without limiting the generality of the foregoing, the term ~investmenr comprises In particular, but not 

limited to: 

a) movable and Immovable property and any oWne~hip right In rem, Including real guarantee rights on 

property of a Third Party, to the eldent that it can be invested; 

b) shares, debentures, equity holdings or any oiher Instrument of credit, as well as Government and public 

securities In general; 

cJ credits for sums of money or any service right having an economic value connected with an Investmen~ 

as well as reinvested Income and capital gains; 
, 

d) copyrigh~ commercial trade marks, patents, industrial designs and other Intellectual and Industrial 

property rights, Know·how, trade secrets, trade names, goodwill; 

e) any economic right accruing by law or by contract and arrv license and franchise granted In accordance 

with the provisions In loree on economic activities. inc!ucIing the right to prospect for, extract and exploit 

natural resources; 

Qany Increase In value of the original Investmenl 

A change In the form In which assets are Invested does not affect their character as lffV1!stment subject to the 

applicable laws an,d regulations of the respective Countries, 

2, The term "investo~' shall be construed to mean any natural or legal pe~on of a Contracting Party Investing 

In the territory of the other Contracting Party as well as foreign subsidiaries, affiliates and branches 

controlled In anyway by the above natural and legal persons, 

3, The term "natural person", In reierence to-either Contracting Party, shall be construed to mean any natural 

person ~oldlng the nationality of that State In accordance with Its laws, 

4, The term '1egal person", In reierence to either Contracting Party, shall be construed to mean any entity 

having its head office In the territory of one of the Contracting Parties and recognized by It, such as public 

Institutions, corporntions, partne",hlps, foundations and associations, regardle&s of whether their liability 

Is limited or othefWise, 
~ .. .., I·"· ' ." ~ 'r ~.' .~ . • ' 

5. The term "income" shaH be construed to ' mean· the mone'y 8ccruhig to an investment, Including In 

particular profits or Interests, Interest Income, capital gains, dividends, royalties or payments for lechnlcal 

assIstance, lechniC31 services, as well as a ny payment In klnc' such as, but not exclusively, raw materials, 

produces, products or live-stock. 
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6 . 

7, 

8. 

9. 

, " 

The Ie"" "errftory" shan be construed 10 mean, In aMrtion to the zones contained within the land 

boundaries, the "maritime zones·, The laUer also comprise the marine and submarine zones over which 

the Contracting PartIes exercise SOYereignty, and sovereign or jurisdictional rights. under IntematlonaJ law. 

"IrMlSIment Agieemenr means an agreement between a Party (or Its agenclec or instrumentalItY's) and 

an Irr.'MIor of the other Party concerning an IlIVI!SIment ' 

"Non cftSCriminatory Ilea!men!' means Ileatmenl that is at least as favorable ~s most favored nation 

treatment 

"Right of access· means the right 10 carry out Inves!menl1; In the t.nitOf)' of the other Contracting Party 

subject to applicable laws and regulation of the respeclfve Countries Including access to financial 

InGtitutions In any currency to credits and currency markets and to funds held In financlallnstitutioos, 

ARTICLE 2 

Promotion and Protection of Innstments 

1. 

2, 

3. 

Both Contracting Parties shall encourage Investors of the other Contracting Party to Invest In their 

territories. 

80th Contracting Parties shall at all times ensure fair treatment to Investmenl1; effected by Investors of the 

other Contracting Party_ Both Contracting Parties shall ensure that the managemen~ maintenance, use, 

transformation, enjoyment or assignment of the Inveslments effected In their territory by IlTVeston; of _the 

other Contracting Party, as well as companies and enterprises In which these IrtVestments have been 

effected, shall In no way be subject 10 unjustified or discriminatory measures, .: 

Each Contracting Party shall create and maintain in its territory • legal framework that guarantees 

Investors the continuity of leg31 trealmen~ Including the compliance, In good faith, of all undertakJngs 

assumed with regard to each specific Investment 

ARTICLE 3 

Na~onal Traatment and the Most Favorad NaUon Clause 

1. The Contracting Parties in which territory the investment Is carried out undertake not to Interfere direcliy 

or Indirectly with the smooth operations of Inveslment projects, n shall In particular guarantee that ~ will 

not Impose discriminatory taxes, restrict procurement of raw materials, create obstacles to the good 

functioning of irtVeS!ment projects having an impact and comparable to dispossession, engage itse~ or its 

offteials In capricious and discriminatory treabnent 

2. Both Contracting Parties, within the bounds of their own territory, shall offer Investments effected by, 

Including matters referred to in Articles 4,5: 6 and 7 and the income accruing to, Investors of the other 

Contracting Party no less favorable treatment than that accorded to Investments effected by: and Income 

accruing to, IrtVestors of Third States. 

3. In case, from the legislation of one of the CooCac!ing Parties, or from an IntemaUonal obligation In lorce or 

that may come Into force I~ the future for """ of the Contracting Parties, should come out a legal 

Iramework according to which the investors d !be other Contracting Party would be granted ~ more 

favorable trealment than the one foreseen In this I\greemen~ the treatment granted to the Investors of 

such other Parties will apply to irivestors of the relevarot Contracting Party also for the outstanding 

relationships, 
--

4. The provisions under point I and 2 of this Article do not refer to tf:Je advantages and privileges which one 

Contracting Party may grant to investors of Third States by virtue of their membership of a Customs or 

Economic Union, of a Common Market. of a Free Trade Area, of a regional or sub regional agreement, of 

an Intemational multilateral economic Agreement or under Agreements signed In order to prevent double 

taxation or to facilitate cross border trade. 

ARTiCLE 4 

Compensation for Damaga Dr Losses 

1. Nationals or companies of one Contracting Party whose Investments In the tenritory of the other * 
Contracting Parties suffer losses O"Ning to war or'· ·oUlc.!..!!ITfled conflict. state of national emergency, civil 

strife. tn the territocy of the latter Contracting ·~arti shall ~-;ccOrded by the latter Contracting Party. as 

regards restitution, IndemniflCa\oo, compensation Of other settlement, treatment no less favorable than \v 
that which the latter Contracting party . ap:ords to Its 0M1 nationals: or cOmpanies or to nationals or 

compa nies of any Third State. ' 

T resulting compensation shall be freely transfemble without undUe delay. . 
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ARTICLES 

NatIonalization or Expropriation 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

The Inveslments to WhIch this Agreement relates shall not be subject to any measure which could have 

the effect 01 depriving the right 01 ownership, possession, control or enjoyment 01 the Investments, 

petmanently or temporarily, save where specially pmvided by national or local, legislation or regulations, 

IIdininlslralive ~eclsiona and orden; handed down by Courts or Tnbunals having Jurisdiction. 

Investments of InVestors of the Conlnlcting Parties .min not be nationallz'ed, expropriated, sequ~ted of 

subject to anyrneasiiiiIi3VliigBriequiV3i.oit eiled in the terrlto!y of the other Contracting Party except for 

public ~~lJl!l"e.s ot'lationa!.,I~!e~est .and In_,!xz;ilange for promp~ !uRand effective compensatiori: iind on 
condition that these measures are taken on II non-discrimlnatory basls lind In conformity with all legal 

provisions and procedures. 
Tiie compensation ,hail be equivalent to the fair market value of the expropriated Investment Immediately 

before the date on which the actual naHonaliiation, expropriation, or sequeslnltion has been announcad or 

made public. In the absence of an understanding betWeen the host Contracting Party and the Investor 

during the nationalization or exproprlaHon procedure compensation shan be based on the tame reference 

parameters and exchange rates taken Into account In the documents for the constitution of the 

InveslmenL 

Compensation shall correspond to the ,fair market value of the nationalized, expropriated or '~uestered 

prbp.,'!Y rel~.$Ja.!ing. thell]VestorJnthe ,same.position I;;~ whiCh heWoiiid hivebOOniri iiiii ·abseiiCe 'O! the 

expropriatory or nationalization measures. ... .--

-----------"-. -. --.:.. --- -
The exchange rate applicable to any such compensa~on shall be that prevailing on the date Immediately 

poor to the moment In which the nationalization or expropriation has been announced or made public, 

Com~n~!!'~ballJl'LdeJer!11lned without d~,I.ay, and at all events within three months, In the currency In 

whTch the Investment capital was contributed or In a freely convertible currency Including accrued Interest 

payable on Q six month UBOR basis from the date of nationalization or expropriation to the date of 

paymenl 
-

The provisions of paragraph 2 of this article shall also apply to profits accruing to on Investment and In the 

event of winding-up the proceeds of liquidation. 

A national or a company of either Party that asserts that all or a part of Its Investment has been 

expropriated shall have a right to prompt review by the appropriate judicial or administrative autho~es of 

the other Party to determine whether any such expropriation has occurred and, If so, whether such 

expropriation, and any compensation thereof, conforms to the I~nized principles of International law, 

and to decide all other matte", relating thereto, 

ARTICLE 6 

Repatrlatlon.of capital, Proflts and Income 

a) 

b) 

c) 

Each of the Contracting Parties shall guarantee that the Inveslots of the other Contracting Party may 

transfer, without undue delay, the following abroad in any convertible currency: 

capital and additional capital, including reimesIed Income, used to maintain and Increase investment 

the net Income, dividends, royalties, payments for technical ass isl~nce and t~chnical servi;::cs, interests 

and other profrts; 

,d) funds to repay loans obtamed in accordance WIth the laws and regulations of the respective countries 

connected to an investment including payment of the related interest; 

eJ remuneration and allowances paid to nationals of the other Contracting Party for work and services 

performed in relation to an investment eff~ted in the territory of the other Contracting Party, in the amount 

and manner prescribed by the national legislation and regulations in rorce. 

ARTICLE 1 

Subrogation " ' 

In Ule event that one Contracting Party or an Institution thereof has provided B gUBrnntee In respect of 

non-comtl)~rclal rtsks for the Investment effected by onc of its Investors In the territory of the othor Contracting 
, .'" , ~ ~ "'..,' ' . , • '1.-0, , \' • , 

Po d has effected payment to said InVestoron'the basis of that guarantee: the other Contmc\ing Party shall , 

• - '> 

' . 

f ' , 



. . 

_cognize the assignment of the rights of the investor to the first-named Contracting-Party. In relation to the 

",nsfer of payments to the Contracting Party or its Institution by villue or this assignment, the provisions of Article 

, , 5 lind 6 or this Agreement shall apply, 

ARTICLEB 

Transfer.Procedures , 
I, The I"msfers reTerred 10 In Article ~, 5, 6 and 7 shall be effected In accordance with customary banking 

procedures, without undue delay aM at all events within six months' after all fiscal obligations have been 

met and shall be made In a convertible currency. An the transfers shan be made at the prevailing 

exchange rate applicable on the dale on which the Investor applies for the related transfer with the 

exception of the provisions under point ~ of Article 5 concerning the exchange rate applicable In case of 

nationalization or expropriation. 

2. The fiscal obligations under the previous paragraph Bre deemed to be complied with when the investor 

has fulfilled the procedures provided for by the law of the Contracting Party on the territory of which the 

Investment has been carried out 

ARTICLE 9 

Settfement of Disputes between Investors and ContracUnl1 Parties 

• 
1: Any dispute which n:tay arise between one of the Contracting Parties and the investors of the other 

Contracting Party on inveslments, Including disputes relating to the amount of compensation, shall be 

settled amicably, as far as possible, 
" 

2 In case the Investor and one entity of one of the Parties have stipulated an investment agreement. the 

procedure foreseen In such ioveslment agreement shall apply. 

3. In the event that such dispute C3nnot be settled amicably within six months of the date of the written 

application for settlemenl the investor in question may submit at his choice the dis put: for settlement to: 

aJ the Contracting Party's Court having territorial junsdiction; 

.b) an ad hoc Arpitration Tribunal, In compliance w ith the arbitration regulation of the· UN Commission 

on the International Trade Law (UNCITRALJ; and the host Contracting Party underiakos hereby to 

accept the reference to said arbitration or 

c) the International Center for Settlement of Investment Disputes, for the implementation of the 

arbitration procedures under the Washington Convention of, 18 March, 1965, on the settlement of 

investment disputes between States and nationals of oth~r States, if or as soon as both the 

Contracting Parties have acceded to it 

4. 80th Contracting Parties shall refrain from negotiating througn diplomatic chann~ls any matter rE':lating to 

an arbitration procedure or judicial procedures underway until these procedures have been concluded, 

and one of the Contracting Parties has fai led to comply with the ruling of the Arbitration Tribunal or the 

Court of law within the period envi:s;:Jged by the ruling, or else within the period which can be determined 

on the basis of the international or domestic law provisions which can be applied to the case. 

ARTICLE 10 

Settlement of Disputes between the Contracting Parties 

1. Any dispute which may arise between the Contracting Parties relating to the Interpretation and application 

of this Agreement shall, as far as possible, be settled llmicably through diplomatic channels. 

2. In the event that the dispute cannot be settled withip six months of the date on which one of the 

Contracting Parties notifies, in writing, th~ other Contracting Party, the dispute shall, at the request of one 

of the Contracting Parties, be submitted to an ad hoc Arbitration Tribunal as provided in this Article. 

3. The Arbitration Tribunal shall be constituted in the following manner: within \'NO months from the moment 

on which the request for arbitration is received, each of the tvro Contracting Parties 'shall appoint a 

member of the Tribunal. The two members shall thenl choose a national of a Third state to serve as 

President The President shall be appointed w ithin lt1.tee months of the date on which the other two 

member.; are appointed. • I. 

• .,- 4., ._ , . If, ~l)in the period specified in paragraph 3. of this Article, the appointments have not been made, each 

or tile {.;.;a' Contracting Parties can, in dclC}.u~ of other arrangement, ask the President of the International 

Court of Justice to make the appointment In the event that the President of·the Court Is a national of one 

/~ the Contracting Parties or it Is, for gny reason, impossible for him to make the appointment. the 

.. _;.. 

I ( . 
------------------

------------------
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;. 



1-. 
~ 
r 

I 

; 
r 
r 
r 

--':-------..,.. ::o:_.,.-------------------~ .. .:.-...... ---,,--.0(' . 

appflCalion shan be made to the Voce President of the Court If the VI'" rPresident of the Court is a national of one of the Contracting Parties. or is unable to mako the appointment for any reason, the most senior member of the International Court of Justice, who is not a national d one of the ConlIacting Parties, shall bn invited to make the appointment. 

.5. The Arbilration Tribunal shan rule willi a majority\'O!e, and its decisions shan be binding. Both Contracting Parties shall pay the costs of their own liititiation and of their representative at the hearings. The Presidenfs costs and ary other cost shall be divided equally between the Contracting Parties. The ArbiIration Tribunal shall ~ I)' down its own procedures. 

ARTICLE 11 Relations between Govemmerm 

The provisions of this AgreelTie" shall be applied krespective of whether or not the Contracting Par)ies ha'18 diplomatic or consular relations. 

ARTICLE 12 Application of other Agreements ' :c 1. 
If a matter is governed .both by this Agreement and by another Intemational Agreement to which both Contracting Parties are signatories, or by recognized principles of intemational raw. the most favo<able provisions shall be applied to the Contracting Parties and to the. their investors. 
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2 Whenever the treatment accorded by one Contracilng Party to the investors of the otI]er Contr.Jcting Party, a\XXlrding to its laws and regulations or other provisions or specific contr.Jct or ir1'l'eStment authorizations or agreemen~ is more faYOr.lble than that provided under this Agreemen~ the most favorable treatment shall apply. 

ARTiClE 13 . Entry Into fOrce 

1. This Agreement shall be ratified; the instruments of ratification shall be exchanged a. soon as possible. 
2 This Agreement shall enter Into force one month after the date of exchange of the instruments of ratification. tt shall remain In force for a period of ten years and~all be extended thereafter for an unlimited period unless denounced in writing by either Contr.Jcting Party twelve months before its expiration. After the ~xpiry of the period of ten years this Agreement may be denounced at any time by either Contracting Party giving twelve months notice. 

3. In respect of investments made prior to the date of termination of this Agreemen~ the provisions of Articles 1 to 10 shall continue to be etfective for a further period of five years from the date of termination of this Ag"l"ment ' 

In WITNESS WHEREOF, the undersigned, being duly authorized thereto by their respectiva Governments. 

DONE AT_Addis Ababa (Ethiopia}'IHIS twenty.third day of December one thousand nine hundred and nine!yfour 
in two copies, one in ttalian language and one in English language, both texts equally authentic. 

FOR THE GOVERNMENT 
OF THE ITALIAN REPUBLIC 

THE ~BASSADOR OF ITALY 

FOR THE TRANSITIONAL 
GOVERNMENT OF ETHIOPIA 

THE GENERAL MANAGER OF THE 
INVESTMENT OFFICE OF ETHIOPIA 

. ~ 
" ~ 

" 
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PROTOCOL . ; . ~ 
On signing the Agreement between the Government of the Italian Republic and the Transitional GCMlmment of Ethiopia on the PrOmotion and Protection of Investments. the Contracting Parties also agreed to the following clauses. which shall be deemed to fOITlJ an integral palt of the Agreement .. 

Geneml Provisions . 

This Agreement and an p~sions thereof refeITed to "investments". apply as wen to the following . associated activities subject to the applicable laws and regulations of the respective Countries: 
the organization. control. opemtion. maintenance and disposition of companies. branches. agencies. offices. factories or other facilities for the conduct of business; the making. performance and enfor<:ement of contracts; the pur<:hase. issuanC\> and sale of equity shares and other securities; and the pur<:hase of exchange for impolts. . 
"~ated activities" also include. y;ithout limitation: 

o 
10 

110 

IV) 

V) 

VQ 

VIQ 

VlIO 

2. 

aj 

b) 

the granting of franchises or rights under licenses; 

the receipt of registrations. licenses. permits and other approvals necessary for the conduct of commer<:ial activity which shall in any event be issued expeditiously. as provided for in the legislation of the q>mracting Parties; ... --.. 

the importation and installation of equipment necessary for the normal conduct of business affairs, including. but not limited to. office equipment and automobiles so imported; 

the dissemination of commercial information; 

the conduct of mari<et studies; 

the . appointment of commer<:ial representatives. including agents. co.nsullants and distributors Q ..... mediators in the distribution of products which ·they themselves did not produce). and the serving as the same, and their participation in trade fairs and other p:omotional events; 

the mari<eting of goods and services. including through internal distribution and mari<eting systems. as well as by advertising and direct contact with nationals and companies and; 

payment for goods and services in local currency. 

Wrlh reference to Artfcle 2 

I The Contracting Parties may stipulate in their investment agreement the conditions which wilt govern the specific legal relationship related to said investment 

Neither of the Contracting Parties will set any conditions for the establishmen~ the expansion or the continuation of investments, which might have the effect of taking over or the imposing of any obligation to domestic or international sales. With regard to the procurement or importation of capital goods and equipm-=y investor may procure any goods provided they are not avail:mle in the Country in comparable.t;uafity or price. 

cj Each Contracting Party will provide effective means of asserting cla ims and enforcing rights with respect to investments and authorizations relating thereto and investment agreements. 

d) Subject to the applicable laws and regulations the citizen of either Contracting Parties shall have the right to wori< in the tenritory of the other Contracting Party in connection with an investment They win be provided with adequate working conditions for tho carrying out of their professional activities. 

. ej , Subject \0 the applicable laws. the appropriate authorities of the Contracting Parties shall allow the nationals, together with their depend ~nts, of the other contracting party to enter or [eave and to remain in the territory of the other Contracting Party for the purpose of establishing, developing, administering , or advising on the operation of an investilent for wt.ich they. or a company of the Party that empklyees them, are committed or are in the process of implementing an investment project. 

f) In the case of joint investment, the ..s !lection and apPOintment of managerial positions in the investment enterprises to be established is in POt ciple negotiable and shall be distributed equitably. 

Companies 'Nhich are fully O'Nned or controlled by the other Party, shall be permitted to engage lop manageri personnel of their choice. ... 

U fi 

I 
I 
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3. WltI1 reference to ArtIcle 3 , 

All the activities relating 10 the procurement. sale and trnnsport of raw and ~.xessed materials, energy, fuels and production means, as well as any other kind of operation related Ihere10 and entrepreneurial activities under this Agreement shall be accorded, In the territory of each Contracting Party, no less favorable treatment than that accorded 10 similar activities of inves10rs nationals of a Third Country. 
4. WltI1 re";rence to Article 9 

Under Article 9 (3) '(b) arb tration shall be conducted in accordance wiih the arbitration ruies and regulations of the United Nat-ons Commission on International Trade Law (UNCITRAL), as laid down in the UN General Assembly R'lSOlution 31198 of December 15, 1976 as well as pursuant 10 the following provisions: . 

a) he Arbitration Tribunal shai ' be composed of three arbitrators; If they are not nationals of either Contracting Party, they shall be nationals of States having diplomalic relations with both Contrncting Parties. ' 

The appOintment of arbitralors, when necessary pursuant to the UNCrTRAL Rules, will be made by the President of the Arbitration InsliMe of the Stockholm International Chamber of Commerce, in his capacity as Appointing Authority. The venue for arbitration shall be agreed between the two Contrncting Parties. 

bj When delivering its decision, the Arbitration Tribunal shall in any case apply also the provisions contained in this Agreement. as well as the recognized principles of intemationallaw. 

The recognition and enforcement of the arbitration decision in the territory of the C;;;ntracting Parties shall be governed by their respective national legislation's, in compliance with the relevant international Conventions to which they are signatories. 

. In WITNESS WHEREOF, the undersigned, being duly authorized thereto by their respective Governments. 

DONE AT Addis Ababa (Ethiopia) this twenty-third day of DecemOar one thousand nine hundred and ninety four in 

two copies, one in the Italian language and one in English language, both texts being equally authentic. 

FOR TIlE G{)VERNMENT 
OF THE ITALIAN REPUBLIC 

TIIE AMBASSADOR OF ITALY 

,. , 

FOR TIlE TRANSmONAL 
GOVERNMENTOFEnnOp~ 

THE GENERAL MANAGER OF TIlE 
lIWFsn4ENT OFFICE OF EnnOp~ 

(EZRA ORKU) 



Appendix III 

Factors involved in the FOI decision 

o".rarch1ng Factor. 

General Motives 

Profitability, expansion, 

Competitive advantage, market power, 

World reputa tion, global presence 

The Business Envirolm1ent and Business Culture 

Stable political & economic environment, absence of ' nuisance costs ' 
(bureaucracy & corruption), quality of life; business culture: procedures, 

relationships & networks, preference for similar or familiar culture 
Supportive Government Policies 

macroeconomic stability, market liberalization, low corporate taxation, 
Currency convertibility, ownership & profit regulations, good 

education & training, efficient infrastructure, financial incentives 
A Country's Stock of 'Created Assets' 

tangible assets: infrastructure, distribution networks; 
intangible assets: skills, technology, innovation, intellectual 

property, organizational relationships, business culture 

Specific Factors 

Access to Resources 

where large quantities of resources are needed, 

where specialized resources are immobile, where 
resources are core business, e.g. mining & petroleum 

Market Advantages 

access to large & growing markets, regional export base, SME supply chains, 
benefits of local labour & supplies, local knowledge and acceptance, 

supports ' relationship marketing' , competitive advantage 

Cost Reduction 

International competitiveness, low - cost raw materials, energy & labour, 
External economies of scale, financial incentives, low taxation & 

Non - wage labour costs, reduced transport costs, internalized operations 
Overcoming trade barriers 

Natural barriers: culture & language; trade barriers: tariffs, quotas 
& non - tariff barriers, barriers can be circumvented or overcome by FDI 

I 
) 



28. Low-cost, prefinancing loans 
29. Leasing incentives 
30. Capital-eqnipment subsidies 
31. Assistance in feasibility and marketing studies 

32. Assistance in land and labor search 

33. "Unconditional" capital subsidies 

34. Partial government loan underwriting 

35. Special incentives for hotel constl'Uction and other specialized projects 

36. Cash grants for fixed assets 
37. Fiscal incentives regarding carry-backlcarry-fonvard losses 

38. Guarantees against exchange rate losses 

39. Exemptions on import of raw materials and semi manufactured items 

40. 100 percent exemptions where manufacturing for 100 percent exports 

41. Antidumping protection 
42. Government competition protection 

43. Government advisory services 

44. Subsidized factory premises rental 

45. Cash grants for moving costs 
46. Housing allowances for personnel 

47. Company-merger incentives 

48. Investment-credit guarantees 
49. Protection of trademarks, patents, and copyrights 

50. Exclusive licenses 
51. Guarantees against price controls 
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IrPpbNlly V (h) 

Table 1.1 Number and Investment capital of foreign Investment Projects Approved, by country of origin and ownership pattern, Hamle 

1984 - Sene 30, 1994 E.C. Guly 1992 - July 7,2002) 

Country of Wholly fordon Jointly wit h Domestic G rand Total 

Origin New Expansion total New Ex pansio n Total 

No of Investment No of Investment No of Investment No of Investment No of Invest ment No of In vestme nt No of In vest men t 

Proi. Capital Proi . Capital Proj . Ca pital Proj . Ca pita l Proj . Ca pita l Proj. Capita l I)roj. C apita l 

Austria 2 11.95 - 2 11.95 - - - 2 I 1.95 
VangladishiChina . - I 8.58 - I 8.58 I 8.58 
Belgium - - - I 5.71 - - I 5.7\ I 5.7 1 
Canada - - 3 102.65 - - 3 102.65 3 102.65 
Canada/USA - - - - 2 128.69 - - 2 128.69 2 128.69 
Cayman is.lUSA I 63.00 - - I 63.00 . - - - 1 63.00 
China 3 36.95 - 3 36.95 7 96.08 - - 7 96.08 10 133.04 
O.R Korea I 3.37 - I 3.37 - - - I 3.37 
Denmark - - . - - I 16.88 - I 16.88 I 16.88 
Djibuti 3 86.51 - - 3 85.51 I 5.73 - I 5.73 4 92.24 
Egypt I 54.33 - - I 54.33 - - - I 54.33 
Egypt/Germany I 10.33 - - I 1040 - - - - I 10.40 
France 2 21.59 2 20.05 4 41.63 6 227.58 I 125.86 7 353.44 II 395.07 
Germany 4 16.57 - 4 16.57 6 29.46 - - 6 29.46 10 46.03 
Germany/Saudi I 86.62 - . I 86.62 - - - I 86.62 
Greece - - - - 3 50.48 - 3 5048 3 50.48 
Holland I 13.35 - I 13 .35 3 276.68 - 3 276.68 4 290.03 
Holland IUSA I 9.42 - - I 942 - - - - I 942 
India 7 216.11 - - 7 216.11 6 105.95 I 10.12 7 116.08 14 332.19 
Indonesia - - - I 28.99 - I 28.99 I 28.99 
Iran I 10.97 - I 1097 2 87.56 - 2 87 .56 3 98 .53 
Israel 2 20.80 - 2 20.80 4 82.27 - - 4 82.27 6 103.07 
ha lia 8 101.32 - - 8 101.32 II 189.33 3 15.76 14 205.08 22 306.40 
Italy/Canada I 91.16 - - I 91.16 - - - - - - I 91.16 
JtalylJsrael - - I 3230 - - I 32.30 I 32.30 
Italy/SaudiNemcn I 10.37 - - 1 10.37 - - - - I 10.37 
Japan - - - - - I 19.70 I 19.70 I 19.70 
Japane - - - - I 77 .40 I 77.40 I 77.40 
Jordan 2 32.16 - - 2 32.16 3 118.58 3 118.58 5 15074 
Kenya 5 60.90 - - 5 60.90 I 26.18 2 12.94 3 39.1 2 8 100 02 
Kenya/Mauri tius I 50.39 I 66.06 2 11 6.44 - - - - - 2 11644 
Kenya/Pakistan I 14.05 - I 14.05 - - - - I 1405 
Kenya/U K 3 28.74 - 3 28.74 - - 3 2874 
Korea I 10.68 - I 10.68 - I 1068 
Libya - - - - I - - 8.82 - - I 8.82 I 882 

Source: ErC 



' ['able I.I! Number o r 1()I'(;il,'!l Investment ProjeeLs approved ( wbolly I()rc igll and J o ill'i), by sec tor and Rq,,,;oll , I lande I 'JKi- Sene :'lO, I 'J 'J I 

E. C. Uuly 1992 - July 7, 2002) 

Sl':crOR Til(TllY Afu Amh.;o.n cromi:. SNNl'R C;l.lIIbdb. H ;u-ar Addi$ Ababa Di.rc l);.ow<I MuILj. rc),-ional T oul 

New E."";,.,, New t-:.xpOll, New 1':'-:I};OU N,w t :.xpan New E..1:I"Ul New t:":PaJ, New Exp,:!." New Exp:1.II New F.J! I':U1 New F.:l;pall 
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1..1 ~ 

Sn'ul1,I;, r\" S l' ,"t"r 
" " -'5 , , 74 " '" 
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S 2 0 
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., I "' 
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'0 
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6 :!:! 
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Tutian Scclur 
9 ) 6 J " 
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('lIl1Slnll'UulI lI1~dllllcr)' kaslIIg 
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Ih'a ll'SI:I!C dCI'" h'pml·nt 

'0 
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1)1~lrlhuIIW If;.\I,, alld 11t.:Jl111cna11CC SCfl'Ke 
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I 1"ll'1 :md hmrlSlll 
, J I.' 

l:duc;llllili SL'f\ 'I('C 

, " 
J kalth SCTV!l'C 

'0 10 

Other husillCSSCS 
2S , 2(, -' 

Gr.uul Tout 8 I 8 5 5 66 5 13 173 18 , I· , 201 

Source: EIC 
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Table L3. Investment Capital offoreign Investment Projects Approved (wholly foreign Jointl, by Sector and Region, Hamle 1984- Sene 

30, Guly 1992 - July 7,2002) 

SEcrOR 'lign.y Afu AmJ= Orumia SNN l'H Couubdb. H;u;ar AdtlilAb;aba Dire Daw:t Multi- regiou;u 

Now I up Now I >:."... Now I up Now I >:'p New I Exp New I Ex~ New I £xp Now I >:."... New I up Now j >:.p 
u. u. u. u. u. •• u. 

Primary Sector 3.60 575.0 44.45 1,1 69. 14 1,122.57 30 90.0 24.9 23.8 lOO 129.9 
Food Crops famling · 1,169. 14 150.29 9.71 
Cash crops famling 156.4 · 443.82 30 52.2 24.9 
Mixed food and cash crops farming 404.4 438.71 2 · . 
Livestock famling 3.60 4 .08 43.78 3.00 129.9 
InlCKf3led crops and livestock Camling 45.97 · 
Fishing IS.S · 
Mining and carrying 44.45 12.5 23.8 
Secondary Seclor 665.1 48.49 297.43 1,3 18.50 73 · · 2,803 524.7 242. · 
Food prodUClS 109.2 · 174.38 32 l SI. · · · · 249.69 · 
Beverages 465.3 · 186.74 623.22 5.87 · · 139.96 218.4 51.8 
Textiles except gamlCnt 56.7 · · 623 .22 19 59.6 · · 154.61 1.54 166. 
Gannent and ~Iated anicles · · 3.85 
Tanneries · 4.21 10 --_. li 8.54 34.80 

... 
Footwear 7.75 . · · 10.90 7.23 
Wood products except furniture · 186. 
Paper, paper products and printing 30.9 · · . · · · 40.55 55.42 
Chemical products · · · . · · · 202.25 9. 14 · . 
Pharmaceutical products . · · . · 90.89 .. · · - 1:159.3 1 . 
Plasticlrubbes products except rootwear . . 48.49 · 7.55 · 11 4.96 · · · · · i 99.32 77.40 3.65 
Non-metallic mineral products 2.88 · 103.20 66.20 10.1 115.03 · 
Metal products including machinery and equ 5.86 · · · 157.79 69.68 -
Electrical Machinery and apparatus · 182. 19 · 210.89 · 
Motor Vehicles and other trnnspon equip 22.47 6.99 
Fumiture · 23.69 18 .63 
Other manuracturing · · ]6.91 15.69 · 54.03 · 
T U Ilary Sector ]6.9] 15.06 4.244.61 397.0 34.5 
Construction · IUO <)40.54 .373 .0 7 
Construction machinery leasing · 1.048.]8 56.4 4 .77 · 18.4 · 76.55 
Re:li estate developmclll · · 45 .50 \,956.60 · 
Distnbutive trnde and maintenance service .. · . 298.74 · 220.49 20.05 
Hotel and tourism · · 572.22 171.78 7.54 
Education Service 36.81 36.91 30.39 53.0 · 18.4 401.34 18.4 
Health service · 56.90 3.34 4.77 247.5 1 8.58 · 
Other bus inesses 229.79 3.37 
Gn.ndToW. 706.70 623.44 ,4.4, 1,503..52 3,485.41 103.00 398 4.77 24.9 18.4 7,072.18 931.88 280. 129.93 

Source: EIC 
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3.21 7,36 
1,329.14 
71'7.43 
843 . 15 
185 .28 
61.55 
I:! 57 
66. 25 
6,233 .38 
572.01 
1,745 . 19 
362.5 1, 
64.84 
171.4 2 
18. 12 
180--'5 
95.97 
333.21 
1.274 .28 
358.69 
178.92 
615.92 
210.69 
53. 14 
]].68 
62. 1] 
5.8 78 07 
U5972 
.375.29 
2.5288.3 
270.92 
236.22 
602.04 
269.91 
233. J 6 
16,326.60 
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Table 1.4 Number and Investment Capital of foreign Investment Projects (Wholly foreign and Jointl Which Have Commenced operation, 

by Sector and Pattern of Ownership; Hamle 1984 - Sene 30, 1994 E.C. Guly 1992 - July 7, 2002) 

Co untry of Origin W holl y forci ' II .Join(I\' with Domestic G r;l nd Tu/ a] 

New Ex ,ansion 101011 New Expa nsion Tolal 
Noof In\'cslmenl No of Investment No of Investment Noof fn"cumen l No of Inv('s iment No of Inl'cslmenl No of Investment 
Proj. Capital Proj. Capital Proj . Capital Pro', Capital Proj. Capital Proj . Capi tal Pro", C lpital 

Primary Seclor 3 92.77 I 44 .45 I 1, 183.81 7 J .276.5 8 1 44.45 8 1.32U4 
Food Crops famling 3 1.175,74 3 1,175.74 3 1 175 74 

Cash crops fanning I 67.05 I ('7,OS I h 7 ,1 )'; 

Mixed food and cash c rops f:mlli ng I · S.07 I 8.07 I " n 
Livestock f:lnning I 163 J .. · I 16.3 1 I 611 
InlcgrJlcd crops 3ud tivt'stock fanning I 9.42 · · I 9,42 I 942 
Mining and carrying 1 44:4 5 1 44.45 I 44.45 
Seco nda r y Sector 14 274 .81 I [0.33 21 469.69 3 103 .83 35 744 .49 4 114.16 39 3; 8.D5 
Food products 2 42 .07 2 19.15 · 4 6 1.22 4 b 1. 22 
Beveragt:s I 130.90 5 160.03 6 290.93 6 2Q().()3 
TeJ(tiles e:.:cept gannent · 1 18.23 1 18.23 . I 18.23 
Ganncnt and rela ted articles I 3.33 I 3.33 I 3..1 3 
Tanneries 1 7.75 I 10.33 · I 7.75 1 10.33 2 IS. u8 
Footwear 1 4.20 I 4.20 1 4, 20 
Paper, paper products and printing 1 9.90 1 8.20 1 9.93 1 8.20 2 18. 3 
Chemica l products · 4 32.62 · 4 32.62 4 32.tJ2 
Phaml.1ceutical products 1 10.79 I 22.06 2 32 .85 2 32.!,s 
Plastic/ rubbc:s products e:.:cept footwear 4 47.58 · I 5.79 1 77.iJA. ; 53.37 1 77.40 6 130,~6 

Non- metallic 1I1inera l products I 12 .10 2 55.37 3 77.47 3 ~7.J 7 

Mctal products including nl.1chincry and equ 2 9.49 4 124.92 6 ])4.41 6 IJJ -I I 
Electrical Machinery and apparatus 1 36.42 . I 36.42 1 36.42 
Ter tl 3rv Sector 11 1,262.45 4 387.36 5 14.95 16 1.277.40 4 387.36 20 1.664.-:"6 
Construction 4 84.72 2 367.3 1 I 9.54 5 94.26 2 367.31 7 46 1.57 
Distributive trade and mainten:tnce service 2 20.05 2 20.05 2 20.(;5 
Hotel and tourism 1 1,162.00 1 1,162.00 1 I 162,00 
Education Service 1 6.IS I 6.18 1 6, 18 
Other businesses 5 9.55 4 5.4 1 9 14.96 9 1..1.96 
Grand tOlal 28 1,630.03 6 442. 14 )0 1.668.44 3 103.83 58 3.298.48 9 545.97 67 3.044 ..15 

Source: EIC 
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Table 1.S Numbers and Investment Capital of Foreign Investment Projects (Wholly Foreign and Joint) Which 
Have Commenced Operation, by Sector and Region, Hamle 1984-Sene 30,1994 E.C (Jltly 1992-July 7, 2002) 

Afar Amhara O romia Addi s Ababa 

Sector/Sub-sector 
New Expan.sion New Expa nsion New Exp New Expansion 

ansi 
on 

No of ( nYul. No of l u\'cst. No of Invest. No of Ill\'cSI. No of Invest . No of Invest. No of Invest. No of lu\'CSf. 

proj. C api. pruj. C api. proj. C all i. [)fuj. e .pi. I'roj. C alli . proj . :l lli. I"oj. C:lpi . Jl roj. C api. 

Primary sector - - I 44.45 I 1162.50 - - 6 11 4 .08 - - - - - -
Food crops farming - - - I 1162.50 2 13.24 - - -
Cash crops farming . - - - - I 67.05 - -
Mixed food and cash crops I H.07 -
fann ing 
Livestock farming - - - - I 16.31 - - -
Integrated crops and livestock - - - - . - I 9.42 - - - - -
famling 
Mining and quarrying 1 44 ,45 - -
Secondary sector 1 48.49 - - 2 201.96 - - 7 40 2 2R.57 25 376.85 1 85.00 

-
rood products - - - - - 3 - - I 5.51 -
Dcvcragcs - - - I 98.76 - 2 30 - 3 148.46 I 
Textiles except garment - - - - - I 18.23 - -
Garment and related an icles - - - - - - - I -3.33 -
Tanneries - - - - - - - I 7.75 _L 10.33 - -
rootwcar - - - - - - - I 4.20 -
Paper: paper products and - - - - - - - - - I 9.93 I 8.20 
printing 
Chemical products - - - - - - - - - - - - 4 32.62 - -
Pharmaceutical products - - - - - - . . - . 2 32.85 - -
Plastic/rubbcr products except - - - . - - - 5 53.37 I 77 .40 
loot wear 
Non-metallic mi neral products I 48.49 - - - 2 28 .9H I 
Metal products includi ng - - - - I 103.20 - - I 10.03 - - 4 21. 18 - -
machinery and equip 
Electrical machinery and - - - - - - - I 36.42 -
apparatus 

Tertiarv Sector - - - - - - - - - - - - 16 1.27740 4 .187.36 

Construction - - - - - 5 94.26 2 367.3\ 
Distributive trade & - . - - - - - - - 2 20.05 
maintenance servi ce 
Hotel and tourism - - - - - I 116200 -
Edueat1(Jll service 1 61 R -
O tller businesses 9 14.% 

Grand total 1 44 .45 3 1.)64.46 - 13 2 41 1654 .25 6 472.95 

"---- 48.49 23 1.28 2H.67 

Tota l 

f';o of hl\'cs l. 
(Ir oj. a pl. 

8 1321 

3 1.1 75 
I 67.00 
1 ~.C7 

I 16.31 

I 9 

1 4·' 
39 HSH 

4 61 
6 2909) 

I 18.22 
I 333 
2 IS 
I -u 
2 IS 

4 3262 
2 32.85 
6 JlJ .7 

) 77. ~ 
1 

6 34.4 

I 36.4 

20 I ')$.l () 

7 .l(d 

2 

I 
1 

H44.45l " 
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Table 1.6 Number and investment capital foreign investment proj ects ( wholly foreing and joint) which Have Commenced 

Option, by sector and pattern of Ownership, R amie 1984 - Sene 30,1994 E.c. (July 1992 - july 7, 2002) 

WhoJl} fore ign Jointly with Domestic tolal Grand To tal 

Sector/sub-sector New Expansion New Expansion New Expansion 

No of Investment No of Investment No of Invcst mcn No of Investrrrt'n No of IlI v('slmen No of Invcslmcn No of In \'cst mcn 

Pro;. Capital Pro;, Capital Proj. t Ca pita l Proj . t Capital Jlroj. t Ca pita l Proj. t C apital Proj. t C a pi ta l 

Prima ry Sector 3 92 .77 I 44,45 I 1,183.81 - - 7 1,276.58 I 44.45 8 1,32 1.04 

Food Crops farming - 3 1,175.74 - - 3 1,175.74 3 1,175.7' 
Cash crops farming t 67.05 - - - I 67.05 I 57.05 
Mixed food and cash crops farming t 8.07 - - I 8.07 I 8.07 
LigcSIOCk farming I 16.31 - - I 16.31 I 15.31 
Integrated crops and livestock farming I 9,42 - - - I 9,42 I 9.42-
Mining and carrying I 44.45 - - - I 44.45 I 44. 45 
Secondary Sector 14 274.81 I 10.)3 21 469.69 3 103.83 35 744.49 4 114.16 39 358.65 
Food products 2 42 .07 - 2 19.15 - - 4 61.22 - 4 61.22 
Beverages I IJO.90 - 5 160.03 - - 6 290 .. 93 6 29093 
Textiles except galTell ! - I 18.23 - I 18.23 I I~U3 

Garment and rel.Hed articles I .1 . .l.1 I .l .,n I J ,IJ 
Tanneries I 7.75 I 10,)3 I 7.75 I 10.33 2 lli .OS 
Footwear I 4.20 - I 4.20 I 1.20 
Paper, paper products and printing I 9.93 - I 8.20 I 9.93 I 8.20 2 18.13 
Chemical products - - 4 32.62 - - 4 32.62 4 32.62 
Pharmacculica l products I 10.79 - - I 12.05 - - 2 32.85 2 32.85 
Plasticlrubbes products except root wear 4 47 .58 - I 5.79 I 77 .40 5 53 .37 I 77.40 6 13076 
Not\ -llletalic miniral products I 12. 10 - 2 .'i,''..17 - ) 77,47 .1 77~7 

Mctal products including tll<lchincry and C4U 2 1).41) 4 124.1)2 6 1.14.4 I 6 U~ ~ I 

Electrical Machinery and apparatus - - I 36,42 - - I 36.42 - I 36.4 2 
Terriary Sector II 1,262,45 4 387,)6 5 14.95 - - 16 1,277.40 4 387. 36 20 1.63-l .i6 
Construction 4 84.72 2 367.)1 I 9.54 - 5 94 .26 2 367.3 1 7 461 57 
Distributive trade and maintenance service - - 2 20.05 - - - 2 20.05 2 20.05 
Hotel and tourism I 1,162.45 - - - - I 1,162.00 I ], 162.00 
Education Service I 6 .18 - - - - I 6 .18 - I 6.1 8 
Other busi nesses 5 9.55 - - 4 5.41 9 14.96 9 \·t% 

Grand total 28 1,630.03 6 442.14 30 1,663.44 3 103.!lT 58 3.298.48 9 545.97 67 3.844.45 

Source: ErC 
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Table 1.7 Expected Employment Creat ion of Foreign Investment Proj ects (Wholly Foreign an Joint) 
W hich H ave Commenced Oper ation, by Sector and Region, 

Hamle 1984-Sene 20, 1994 E.C (July 1992-July 7, ~Q.92 ) 

A fa r A mha ra O romi a ScctorlS ub·scctor 

New Expansion New Expa ns ion New Expa nsio n 

Perm T empo. Perm Perm Tempo. Perm Perm Tempo. Per m T empo. Pe rm T empo- Tempo. Primarv sector - - 99 - 1.283 34,542 - - 443 682 1 - -r ood crops farming · 1,283 34,542 68 290 · Cash crops famling 
· · 170 10 I Mixed food and cash crops farming · · · · 19 380 · Livestock farming · · - - - - · 131 2 · · · Integrated crops and livestock · · · · · 55 · farming 

Mining and quarrying 99 
Secondary sector 66 - - - 483 - - - 566 40 97 · 1,673 Food products · · · · · · 407 · · · 571 Beverages · · · · 308 · · · 87 30 · · · Tex tiles except garment · · · · · · · · · 28 · · G:mncnt and related articles · · · · · · · · · 19 Tanneries · · · · · 32 · 69 · Footwear · · · · · · · · · 56 Paper: paper products and printing · · · · · · · · - 62 Chemica l products - - · · - · · - · · - - 171 Pharmaceutical produc ts - · - · - · - - · - 93 --Plastic/rubber products except - - - - · · - · 282 rootwcar 
Non -metallic mineral products 66 - - - - - · - 161 Metal products including - - - 130 · - · 40 10 - · 97 mach inery and equip 
Electrical machinery and apparatus · · - · - · · - - - 96 Tertiarv Sector - - - - - - - - - - - - 1,880 Construction · · · - - - 1,1 21 Distributive trade & maintenance - - - - · - · · · - · service 
Hotel and tourism · · · - - - · - 480 Ed ucation service -

29 O ther businesses · - 248 Grand total 66 99 1721 34.542 . 1,009 722 97 3.55.3 
-

.5u w ·ce: .t.; l C 

Addis Aba ba Total 
I 

New Expansion 

Tern Per Tern Perm Te mpo. 
~o. on ~o. 

- - 1825 3522-l 

· 1351 34832 
170 10 

· 19 380 
· · 131 21 

55 

99 
50 69 15 2909 105 

· . 472 . 
· I 966 30 
· -28 
· · 19 
· 101 
· 56 

69 15 131 15 
· · 171 
- 93 
- 282 

· I 227 
50 267 60 

· 96 1227 
42 4324 1185 6204 1227 
40 4305 1179 5428 1219 
- 19 6 19 6 

480 
2 29 2 

248 
92 4JIJ3 1.200 10.938 J6.Sj~ 
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Table 1.8 Number of Wholly Foreign and Joint Investment Projects (New and Expansion) 
Under Imp lementation, by Sector and Region, as at Sene 30, 1994 E .C (July 7, 2002) 

T igray Afa r A mhara O romiya SSN PR G:l.Inbcla Addi s Aba ba 

Sector/Sub-secto r 

Primary sector - 3 1 6 2 1 2 
Food crops farming 1 . 

Cash crops farming 1 3 2 1 . 

Mixed food and cash crops farming 1 1 
Livestock fanning I 2 · 
Mining and quarrying · · · · 2 

Secondary sector 1 - - 13 3 - 30 -
Food products · · · 1 4 

Beverages 1 · 13 1 2 -_. 
Textiles except garment · · · 2 · 1 
Garment and related articles · I 

Tanneries · · · · · 2 
Wood products except furnitu re · · · · 1 
Paper: paper products and printing · · · · · 4 

Chemical products · · · · 3 
Pharmaceutical products · · · 1 · 4 
Plastic/rubber products except footwear · 2 I 

Non -metallic mineral products · 3 4 

Metal products including machinery and · · · · · · 1 
equip 
Electrical machinery and apparatus · · · 2 · · 4 
Molor vehicles and other tran sport cqll1p · · · · 2 
Other manufac turing · I 

Tertiarv Sector 1 - - 4 ! · 31 -
Construction · 1 · · 6 
Construction machinery leasing · · · · · · 1 
Real esta te development · · · 4 

Distributive trade & maintenance service · · · 2 
Hotel and tourism · 3 I 

Education service 1 · · 2 
Health service · · · · 1 7 

Other businesses · · · · 8 

Grand total 2 3 1 23 6 I 63 

Source: EIC 

Dirc Da w:1 T otal 

- IS 
1 
7 
2 
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Table 1.9 Investment Capital of Wholly Foreign an Joint Investment Projects (New Expansion) 
Under Implementation, By Sector and Region , as at Sene 30,1994 E.C (July 7, 2002) 

Investment Capital in Millions of Birr 

Tigray Afar Amhara Oromiya SSNPR Gumbela Addis Ababa 
Sector/Sub-sector 

Primary sector - 499.67 6.64 452.10 52.22 24.90 23.80 
Food crops farming 6.64 -
Cash crops fanning - 91. 16 - 79.54 52.22 24.90 -
Mixed food and cash crops farming - 404.44 - 345.10 -- - -
Livestock farming - 4.08 - 27.47 - -
Mining and quarrying - - 23.80 

Secondarv sector 70.38 - - 279.14 159.29 - 2,082.92 
Food products - - 30.76 5.87 - 150.52 
Beverages 70.38 - - 20.03 59.67 218.40 
Textiles except garment - - - - 66.50 
Garment and related articles - - - 4.21 
Tanneries - - - 153.33 
Wood products except fu rniture - 93 .75 
Paper: paper products and printing - - - 6.58 
Chemical products - - 30.46 88.85 
Pharmaceutical products - - 27.53 - 1.131.71 
Plas tic/rubber products except footwear - - 45.91 · · 78.63 
Non·mctallic mineral products - · · · 9.31 
Metal products including machine!), and · l)().5() H4 .:'W 
equip 
Elec trical mach inery and apparatus - - · · 18.oJ 
Motor vehicles and other tran sport equip · · · 23.69 - 22.47 
Other manufactu ring - - - · 54.03 

Tertiary Sector 36.91 - - 47.52 47.77 - 2,608.67 
Construction - - 10.40 - II \.38 
Construction machinery leasi ng - - - · 13.35 
Real estate development · · - · 1.869.14 
Distributive trade & maintenance service · · . 93.79 

Hotel and tourism · · 37.12 - --, 4 .76 

Education service 36.91 · - 103.28 
Health service · . 4.77 · 221.95 

Other businesses - 191.03 

Grand total 107.29 499.67 6.64 778.77 216.28 24.90 4,715 .39 

Source: ErC 

DircDa w3 T Ol al 

- 1,059.33 
6.64 

247.82 

- 749.54 

31.54 

23.S0 

49.75 2,64J..l9 
187 14 

46.10 414.58 
66.50 

- 4.21 

- 153 JJ 
- - C).us 
- 6.58 

- 11931 
- 1.159.23 
3.65 128 .19 

9.31 
I i\ I HI 

i . IS.0 1 
46.15 

- 54.03 

25.99 2,723 .86 
. 121 .79 

- 13.35 

1.869 14 
93.79 

75.54 49.42 
18.45 158.63 

226.72 

191.03 

75.74 6,424.68 
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Table 1.10 Employment Creation of Wholly Foreign and Joint Investment Projects (New and Expansion) Under 
Implementation, by Sector and Region, as at Sene 30, 1994 E.C (July 7, 2002) 

Tigray Afa r Amhara Oromia SS NI'R 
Sector/Su b-sector 

Per m Tempo. Pen n Temp I'cnn PC f m T empo. 
0 T empo. 

P rimary sector - - 707 151 28 - 1,032 6,G7 375 3,000 
7 

Food crops fanning · 28 · 77 375 3000 
Cash crops farming 186 151 571 6000 
Mixed food ,lnd cash crops !"<.lnning 511 260 
Livestoc k farming 10 · 201 
farmmg · · · 28 592 2 
Mining and quarrying · · · · · 42 2 

Secondary sector 315 - · - - - 1,725 · 3JJ -
Food products · · 131 · -
Beverages 315 · · 125 · · 
Texti les except garment · · · 
Garment and related articles · · · 253 217 
Tanneries · · · · · 
Wood products except furniture · · · · · 20 
Paper: paper products and printing · · · · · · -
Chemical products - · · 57 
Pharmaceutical products · · · · · · 124 · 
Plastic/rubber products except footwear · · · · · 229-- · · 
Non-metallic mineral products · · · · · 
Metal products includi ng mach inery · · · - · 736 10 
and equip 
Electrical machinery and apparatus · · · · · 
Motor vehicles and alher transport · · 70 -
equip 
Other manufacturing · · - · 
Tertiary Sector 220 · · · · · 795 - ·57 -
Construct ion · · · 578 · · 
Construc tion machinery leasing · · 
Real state dcvc1opm.:nt · · · 
Distributive trade & maintenance · · - · · · service 
I J~,, __ I ....... . ....... / • • " · · 2\1 · · · 
l~ducatLon service 220 · · · · · ; ' ~M''' ' .. ." v, ,,,, · · · · 
Other businesses · 

Grand total 535 101 \51 28 ),552 6,10 1,024 3,002 
5 

Source: 
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Table I_I I Numbcr of forcil-,'1l Investment Projccts approved ( wholly fore ign and.!oint), by sector and Region, I-I;un lc 1981- Sene 30, 

1991 E. C. a~y 1992 - July 7, 2002) 

SECfOR Tign Af~ Amh= Oromia SNNPR Gambella H= AddU Ab:ilia Dire Daw.i Multi- regional T oW 
Now "" Now ""~, Now F.x Jail Now F..xI):l.J1 New Ex ,;UI Now Ex 1:111 No. "",~ Now F.x Jail Now EX\.m New EXI~1 

Primary Sec lor 1 1 4 1 2 2U 1 , 1 1 , I I .10 
Food Crops fanning 2 4 1 7 
Cash crops famling 2 7 1 2 1 1 J2 
Mixed food and cash crops farminl!: - - 1 ) - 4 

Livestock [amling I I I ] - 1 1 . 7 
Integrated crops and IiveslOCk famling 
Fishing j • Mining and carrying 14) 
Secondary Seelor 6 6 J5 4 4 74 J2 4 " Food products 1 8 1 1 8 

" Beverages 2 5 5 6 
Tex.tiles ex.cept gamlent ) ) 

Gamlent and related articles 4 

Tanneries 1 
Footwear 2 
Wood products cltcCpl furniture 
Paper, paper products and printing 4 4 10 
Che mical products 10 6 
Phamuccutical products J7 
Plastid rubbes products except footwear II 9 
Non-metallic mineral products 6 6 22 
Mcui products including machinery and equ J2 4 
Electrical Machincry and appar:I1u.~ 4 3 
Motor Vehicles and other transport C4uip 
Fumiturc 
Other manuracturing II 4 1 12.:5 
Te rtl a r~ Sector 2 97 6 31 
Construction 27 , 
Construction machincry leasing , II 
RC31 estate development 10 9 
Distributivc tradc and maintcnance s!.:rvi!.:c & 
Hotel and tourism ) " Education Service 8 " ]-]!.:alth service 10 J& 
Other businesses 25 1 26 
en-nd Total 8 8 5 5 66 5 13 173 18 5 2 201 

Source: EIC 
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Table 2.1 Number and Investment Capital of Foreign (Wholly Foreign and Joint) Investment Projeds (New and Expansion) Which Have Commenced Operation, by Sector, 1989-1994 EFY (1996/97-2001102) 

Sector/sub -sector 1989(1996/97) 1990(1997/98) 199 1(1998/99) 1992(1.229/00) 1993(2000/01 ) 1994(2001/02) 

No of Invest. No of Invest. No of Invest. No of Invest. No of Invest. Noof In vest. proj . CapL proj. Capi. proj. CarL proj. CapL lProj. CapL proj . CapL 

Primary sector 1 1,16250 · - I 3 80,15 - I 9.42 
Food crops farming I 1,16250 · · I · I 9,68 · Cash crops farming · · · · · I 67.05 · · · · Mixed food and cash crops · · · I 3.42 · · · · farming 
Integrated crops and livestock · · · · · I 9.42 farming 
Min ing and quarrying · · · · · Secondary sector 3 31.85 7 401.69 10 266.23 II 223.61 5 67.76 2 82,19 Food products · I 8.37 2 19.15 · I 33.70 nCycrugcs 2 1%.30 I 6J.OU I 1.05 I 20J;') Textiles except garment 

· · · Garment and related articles · · · I 3.33 · · Tanneries I 7.75 · I 1033 · · · · · Footwear · · · · I 10.90 · · · · · Paper: paper products and I 8.20 · · I 4 .5 1 · printing 
('hcll1ical prodm;ts I 20 .47 I 5.51 I J. n.; I JAu Pharmaceutical products · · I 4.31 I 22.06 · · Plasti c/rubber products except · · 2 12.57 3 85,20 35,57 footwear 
Non -metallic mineral products I 3,63 · · I 12.1 0 I __ 16.88 

· I 48.49 Metal produclS includ ing · 2 9 .49 2 144 .66 2 76.09 I · machinery and equip 
Electrical machinery and · · I 182.20 · · · · · apparatus 

Tertiary Sector - - 5 1,296.78 2 90.46 4 13.46 4 16.18 3 13.65 Construction · 3 133,00 · 86.62 I 4.33 I 11.60 Distributi ve tr3de & 

- I 1220 
malll\cnancc servICe 
Hotel and tourism 

I 1,162.00 · Education service · · 
· I 6.18 · · 

Other businesses · I 1.78 I 3.85 2 2.95 3 458 2 1.45 Grand total 4 1,194 12 1,698.47 12 356.70 18 317,21 ? 83 .94 6 105.26 

, 

I 



Table 2.2 Number and Investment Capital of foreign (Wholly foreign and Join) Investment Projects (New and Expansion) Which Have 

commenced Operation, by Sector, 1994 EFY (1996 / 97 -2001/02) 

Sector/sub-sector 1989 (1996197) 1990( 1997198) 1991(1998/99) 1992 (19991 00) 1993(2000 1 01 ) 1994(2002 / 02} 

No of Investment No of Investment No of Investmcll No of Invcstmcn No of Invcs tmcll No of In vcslmclI 

Proj. Capilal Proj. Capital Proj. I Capital Proj . t Capital Proj. t Capital Proj. t C ap ital 

Primary Sector I 1,162.50 - - 3 80.15 - I 342 
Food Crops fanning I 1,162.50 - - - I 9.68 - -
Cash crops fam,ing - - - I 67 .05 - -

Mixed food and cash crops fanning - - - - I 3.42 - - - -
Integrated crops and livestock farming - - - - - - - I 9.42 

Mining and carrying - - - - - - - - -
Secondary Sector 3 3 I ,35 7 401.69 10 266 .23 II 223.62 5 67.76 2 82. 19 

Food products - - - I 8.37 2 19. 15 - - I 33.70 : 
Beverages - 2 196.30 I 63.00 I 1.05 I 20.89 - I 

Textiles except garmen t - - - - - - - - -
Garment and related articles - - - - - - - I 3.33 -

Tanneries I 7.75 - I 10.33 - - - -
Footwear - I 10.90 - - - -

Paper, paper products and prin ting - I 820 - - - - I 4.51 - -
Chemical products I 20.47 I 5.51 - - I 3.18 I 3.46 - -

Pharmaceutical products - - - I 4.31 I 22.06 - - - -
Plastid rubbes products except foO[wcar - - - - 2 12.57 3 85.20 I 35.57 - -

Non-metallic mineral products - - - - I 12.10 I 16.88 - I 48 .49 
Metal products including mach inery and equ I 3.63 2 9.49 2 144.66 2 76.09 - - -

Electrical Machinery and apparatus - I 182.20 - - - - - - -
Tertiarv Sector - 5 1,296.73 2 90.46 4 1346 4 16.18 3 13.65 

Construction - 3 133.00 1 86.62 I 4.33 I 11.60 - -
Distributive trade and maintenance service I 12.20 

Hotel and tourism - I 1,162.00 - - - - - -
Education Service - I 6.18 - -
Other businesses - - I 1.78 I 3.85 2 2.95 3 4 .58 2 1.45 

Grand total 4 1,194.35 12 1,698.47 12 356. 70 18 3 17.21 9 83.94 6 105.26 

Source: EIC 

------
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Table 2.3 Employment Creation of foreign (Wholly foreign and Joint) Investment Projects Approved ( New and Expansion), by 

sector, 1989 -1994 EFY (1996/97 - 2001102) 

Sector/sub-sector 1989 (1996/97) 1990(1997/98) 1991(1998/99) 1992 (1999/ 00) 1993(2000 / 01) 1994(2002 / 02) 

Perm. Tempo. Perm. Temoo. Perm. Tempo. Perm. Tempo. Per Ill. Tempo. Pc.rm. Tempo. 
PrimarY Sector 1.803 40.542 3.253 3,520 88 - -""568 208 1,212 2,181 1,378 3,111 
Food Crops fanning 1,283 34,542 46 20 - 62 - 245 1,500 
Cash crops fanning 2,204 3,000 88 - 186 151 321 81 11)) 1,611 
Mixed food and cash crops farming 260 6,000 538 500 - 591 2,000 
Livestock farming 43 - 97 - 164 . 32 300 100 
Integrated crops and livestock farming 217 68 - 83 20 -
Finishing - 73 5 
Mining and quarrying 300 -
Secondary Sector 1,615 54 4.720 108 1,393 108 2,480 198 3,001 194 3,479 143 
Food products 141 - 518 146 - 276 68 392 30 194 
Beverages 743 1,865 63 653 100 445 30 107 
Textiles except garmen t 323 - 150 20 1309 
Garment and rcllllcd artidcs 7J 253 5RS 
'ranncrics - - 376 )0 -
Footwear - 335 54 - - 201 -
Wood products Except Furniture - - - -- - - 217 
Paper: Paper products and Printing - 69 15 57 - 39 - 107 60 
Chemical products 210 4 129 314 90 65 118 
Pharmaceutical products 298 - 54 8 305 )70 
Plasticlrubbcs products except footwear 697 4(, 357 310 125 ;,:-:;"- , 
Non·mctallic mineral products 59 - 187 34 21 10 69 18 
Metal products including machinery and equ 58 50 568 - 100 - 300 10 86 1 9 496 49 
Electrical Machinery and apparatus 24 - - 160 26 12 
Motor Vehicles and other transport equip 82 - 32 - - -
Fumilurc - 138 -
Other manufacturing - - - - - - 232 
Tertiary Sector 2,032 70 3,013 88 831 322 23,992 11,825 1,355 1,479 1,256 
Construction 1,170 70 378 576 320 3,401 1,419 118 536 1,256 
Real estate development - 135 I 9 - 19,995 10,400 II -Distributive trade and maintenance service - - 16 6 115 - --36 - 186 - 69 
Hotel and tourism 85 214 82 - 224 6 - -
Education Service 1,626 13 1 2 - 593 771 
Health Service 650 443 54 43 
Other businesses 127 195 282 - 447 60 
Grand total 5,450 40,566 10.986 3,715 2,312 430 27,040 12,231 5,568 2,875 

Source: ErC 



Table 2.4 Employment Creation of Foreign ( Wholly foreign and ( Wholly foreign and Joint) Investment Projects Approved ( 
... . ...... ~ ......... .L.oI ..... p ....... , .. v .. , .... .1 ........ ~.v .... , \.1 J .......... ,"- ..,JoJ .L.IJl . ... \ .... ......... -', .... ..... -_VVVI V .... } 

Sector/sub-sector 1989 (1996/97 1990(1997/98) 1991(1998/99) 1992 (1999/ 00) J 993(2000 I 0 I) 1994(2002 I 02) 

Perm. Tempo. Perm. Tempo. Perm. Tempo. Perm. Tempo. Perm. Tempo. Perm. Tempo. 
TiGray 43 - 1,254 63 10 - - 286 682 
Afar - - - 88 - 196 151 -
Amhara 1,283 34,542 254 - 28 - -
Oromia 1,1006 6,000 2,536 500 658 8 1,177 88 2,706 2,111 2328 3,167.00 
SNNPR 333 2,060 3,020 - 11 5 7 - 413 
Gambella - 120 - - - -
Harari - 110 - - - -
Addis Ababa 2,785 124 4,471 133 1,556 422 25,269 11,955 2,276 164 2043 1,343.00 
Dire Dawa 181 
Multi - regional · -
Grand total 5,450 40,666 10,986 

Source: EIC 

• This Project is to be implemented in Oromia and Afar Regions 

Note: Perm. Permanent: Tempo. Temporary 

- -
-

3,7 16 2,312 

- 255 30 - - 870 
- - 300 100 

430 27,040 12,23 1 5,568 2,375 6,336 4,5 10 

Table 2.5 Number and Investment Capital of foreign (wholly foreign and Joint ) Investment Projects (New and Expansion which Have 

Commenced Operation, by Region, 1989 -1994 EFY (1996/97 - 2001/02) 

Region 1989 (1996/97) 1990(1997/98) 199 1(1998199) 1992 (1999/ 00) 1993(2000 / 01) 1994(2002 / 02) 

No of Investment No of Investment No of Invest men No of I IIVl'st m CII No of Inveslmcn No of In vcst mcn 
Proj. Capital Proj. Capital Proj. t Capi tal Proj . t Capita l Proj. t Ca pi ta l I>roj. t Capita l 

Afar - - - - - - - - 1 48.49 
Amhara 1 1,162.50 1 186.74 1 103.20 - - - - -
Oromia 1 7.75 - - 2 18.70 5 103.82 1 20.89 2 43.12 
Addis Ababa 2 24.10 11 1,51 1.74 9 234.79 13 213.40 8 63.05 3 13.65 
Grand total 4 1,194.35 12 1,698.47 12 358.70 18 317.21 9 83.94 6 105.25 

Source: EIC 

-
-
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Table 2.6 Expected Employmenl Creation of Foreil;Tl (Wholly Foreil;Tl and Joint! Inveslmenl Projects (New and Expansion) which I-lave 
Commenced operation , by Sector, 1988 - 1993 EFY (1995/96 - 2000/01) 

Sector/sub-sector 1989 (] 996/971 1990(1997/98) 1991(1998/99) 1992 (1999/ 00) 1993(2000 / 01) 1994(2002 I 02) 
Perm. Tempo. Perm. Tempo. Perm. Tempo. Perm. T(~mDO . Perm. TenWo. Perm. Tempo, Pril11ar~ Sedor 1.28) 34,542 54 55 Food Crops farming 1,28) ) 4.542 - )4 Cash crops farming - II -Mixed food and cash crops farming - - - - 9 - -Integrated crops and livestock farming - - - - 55 Mining and quarrying - - - - -SecondarY' Sector 166 4 1.29) 69 1,079 79) )0 180 - 369 Food products - - 55 · 114 - )0) Beverages 540 - 178 99 ) 7 · Textiles except garment - · . -Garment and related articles - · - - - . 19 · -Tanneries )2 - 69 · -Footwear · ) )5 · - - . Paper: Paper products and Printing · - 69 15 · 62 Chemical products 105 4 II 4 - ) 6 · -Pharmaceutical products - 46 67 - -PlaSlic/rubbcs products except footwear - - 133 · 47 26 Non-metallic mineral products - - - 76 - 85 · 66 Metal products including machinery and equ 29 - 58 50 187 · )62 ) 0 -Electrical Machinery and apparatus · - 615 - . · - . Tertiarv Sector · · 2.072 10 172 94 2 1) 8 40 8 CutlstnJction · · 1,570 10 99 · 40 15 40 Distributive trade and 1l1<lllllen<lnCC service 

J I lutd and tourism 4XO · Education Service 
29 2 -Other businesses ll' - 7) 25 12) - 5 

Grand 1:o1:a. 1,449 34,546 3,255 79 1,251 . 941 32 3 18 40 432 

Source: EIC 

Table 2.7 Expected Employment Creation of foreign (wholly foreign and joint) Investment Projects (New and Expansion) which Have 
Commenced Operation, by Region, (1 939 -191 EFY (1 996/97 - 2001/02) 

Region 1989 (1996/97) 1990(1997/98) 1991(1998/99) 1992 (1999/00) 1993(2000 / 01) 1994(2002/02) No of Investment No of Investment No of Illvcstmen No of In vestmCII No of IlIvcstmcn No of IlI vcslmcn Proj . Capital Proj . Ca pital Proj. tCllpi!.al I'roj. t Capitaf I'roj. t Capital I'roj . t Capital Arar -
- 00 Amhara 1.28) ) 4.542 )08 - 1)0 Orornia )2 - - 124 125 30 37 ) 58 Addis Ababa 1)4 4 3.057 79 997 816 2 281 40 8 Grand total 1,449 34,546 3,365 79 1,25 1 . 941 32 3 18 40 432 . 

Source: EIC 

· 

· 

· 
· 

· 
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Table 2.8 Number and Investment Capital of foreign (Wholly foreign and Join) Investment Projects (New and Expansion) Which I-fave 

corrunenced Operation, by Sector, 1994 EFY (1 996/97 -2001/02) 

Sector/sub-sector 1989 ( 1996/97) 1990(1997/98) 1991 (1998/99) 1992 (1999/ 00) 1993(2000 / 01) 1994(2002 / 02) 

No of In vestment No of [nvestment No or InvcstmCII No or In vcstmcn No or InvcstmCII No or In vcstmcn 

Pro;' Capita l Proi . C'Dit.1 Proj . t Capilal Proj . t Capital Proj. t Capital Proj. t Cap it al 

Primary Sector I 1,162.50 - - 3 80.15 - I 342 
Food Crops famling I 1,162.50 - - I 9.68 -
Cash crops ranning - - - - I 67.05 - -

Mixed rood and cash crops fanning - - - I 3.42 - - -
Integrated crops and livestock fanning - - - - - - - - - 1 9.42 

Mining and carrying - - - - - - -
Secondary Sector 3 31,35 7 401.69 10 266.23 II 223.62 5 67.76 2 82 19 

Food products - - - I 8.37 2 19.15 - I 33.70 
Beverages - - 2 196.30 I 63.00 I 1.05 I 20.89 

Texti les except gannent - - - - - - -
Gannent and related articles - - - - · - I 3.33 . . 

Tanneries I 7.75 - - I 10.33 · · . - -
Footwear . - - - I 10.90 - - - - -

Paper, paper products and printing - - I 820 . · · 1 4.51 . . 
Chemical products 1 20.47 I 5.51 - I 3.18 1 3.46 - -

Phannaceutical products . - - - I 4.3 1 I 22.06 - - -
Plastic/rubbes products except rootwear . - - 2 12.57 3 85.20 I 35.57 - -

Non-metallic mineral products - - - I 12.10 I 16.88 - - I 48.49 
Metal products including machinery and equ 1 3.63 2 9.49 2 144 .66 2 76.09 - - -

Electrical Machinery and apparatus 1 182.20 - . · · - - - -
Tertiarv Sector 5 1,296.73 2 90.46 4 13.46 4 16.18 3 13.65 

Construction - 3 133.00 I 86.62 I 4 . .33 I 11.60 
Distributive trade and maintenance service I 12.20 

Hotel and tourism - I 1,162.00 - - · - -
Education Service - . 1 6.18 - - -

Other businesses - 1 1.78 I 3.85 2 2.95 3 4.58 2 1.45 

Grand to ta l 4 1,194.35 12 1,698.47 12 356.70 18 317.21 9 83.94 6 105.26 

Source: EIC 

--,._--
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T able 2.9 Number Investment Capital Foreign Projects Approved and Projects Which Have 
Commenced Operation, By Type of Investment and Fiscal Year 

(I n \ll·.~l lUl' lll Capital ill Millioll Bir r) 

1 990( 1 997/98) 1991(1998/99) 1992( 1999/00) 1993(2000101 ) 1994(200 1102) 1995(2002/03) Description No. of Invest ment No. of Inves tment No. of Invest ment No. of In vest ment No.of In vcs tnH'nt No. of Inv('st mel1l Proj . Ca pita l Proj. C apital Proj . C apit a l Proj. C apital i'roj . Capil al Proj. Ca pital APPROVED 898 9,939.60 713 10,060.06 624 14, 127.02 687 8,856.00 801 9. 192.63 1.217 13.437.86 Domestic 816 5,8 18.87 674 3,764.91 561 6,740.35 635 5,675.70 756 6,1 19.67 1,127 9 ,362 .93 New 751 5,395.02 611 3,229.63 491 6,199.93 552 4976.88 660 5,440.12 976 6,584 .24 Expansion 65 423.85 63 472. 28 70 540.42 83 698.82 96 679.54 151 2,778 .69 Foreign 81 4,106.32 30 1,379.92 54 1.626.84 45 2,923.27.._ 35 1.474.12 84 3,368.82 New 75 3,972 .09 28 1,209.98 50 1,225. 10 37 2,774.57 34 1,467.76 79 3,216.86 Expansion 6 1J4 2 169.94 4 401.74 8 148 .70 1 6.37 5 151.96 
Public 1 14.4 1 9 4,915 .23 9 5,759.83 7 257 .03 10 1,598.83 6 706. 11 New - - 6 2,541.63 5 5,528 .19 2 206.23 5 \,550.96 4 635.72 Expansion 1 14.41 3 2,373.60 4 23 1.64 5 50.80 5 47.88 2 70.39 OPERATION #V aluc! 2,885.81 314 1,153.12 333 5,430.68 62 484 .11 177 1,711.85 162 1,888.77 Domest ic 1,172.92 301 763.32 309 2,899.20 53 400.18 171 1,606.59 152 1,687.65 New 257 1.046.51 276 660 .54 285 2.640 .85 42 348.08 153 1.501.0 I 136 899 .70 l:xpanSIOll 21 r lilAC! 25 I02 .7X 2' 2·1'1.1 .'\ 11 :)2.10 " IOS.5X \(, 71' 7.'):' Fo reigll 12 1,()98.4H 12 356.<,1) IX J 17, 21 'J H) .I)) (, 105.26 " 1 SX.66 New 10 1,583.28 11 346.36 16 173 .76 9 83.93 5 93 .06 9 188.66 Expansion 2 115.20 1 10.33 2 143.45 - 1 12.20 

Public 1 14.4 1 I 33.11 6 2,214 .27 - - - 1 12.46 New - 4 2,080.32 - - - -Expansion 1 14 1 JJ.1 2 1J3.95 - - - 1 12.46 -

Source: ErC 

-



Table 3.1 Number of Licences and Planned Expenditure of Mineral Exploration/prospecting Projects Licensed by the MinislIy of Mines 
and Energy, by Mineral Type and Location (Those Active as at Sene 1994 E.C. aune 2002) 

(Expendicture in Million birr) 

M ineral type Tigray Afa r Amhara Oromia Addis Ababa T otal No Expendi ture No Expenditure No Expendi ture No Expenditure No Expenditure No Expenditure Exp lorat ion 3 28.69 3 6.75 8 94 .97 14 130.4 1 Gold 
· · 2 46.12 · · 2 ·H).12 Gold and Associated Minerals 2 28.56 · · 2 26.84 · · 4 55.40 Gold and Pl atinum- Group Metals 
· . · I 1.98 · · I 1.98 Gold, Base Metals and other preclous Minerals - - - 2 11.39 - - 2 11.39 Gold, tantalum. Base Metals and Associated minerals - - - - - I 8.64 - - I 8.&4 Gold, Base Metals, Mineral Water, Diamond and stones I 0. 14 - - - - - - I 0. 14 Opal - . - - 2 1.83 - 2 1.83 

Si!ca Sand . - - I 4 .92 - · - I 4 .92 Prospecting I 0.04 - - - - I 0.5 1 - 2 0 .55 
Gold and Platinul11- Group M etals - - - - - i 0.51 - - I 0 5 1 
Silver, Base Metals, Dimension, Stone and Mineral water I 0.04 - - - - - - - I 0 04 
Minning - - 2 95.60 2 48.1 6 I 18.00 I 8.67 7 17941 
Gold and Associated Minerals - - - I 46.16 - - -Mineral Water - - - I - I 2 55. 14 
Opal Nodule - - - 46.15 - - - I 2.0 1 I 
Placer Gold - - - - 2.01 - - - 8.67 I 8.67 
Salt - - - - - - - 2 9 5.60 - 95.60 -
Grand total 4 28.73 2 95.60 5 54.9 1 10 113.48 I 8.98 123 310.37 

Source: EIC 



---------------------------------------------------------------------------------------------------------.------

Table 3.2 Number of Licences and planned Expenditure of Miniral Exploration! Prospecting Projects Licensed by the Ministry of 

Mines and Energy, by Mineral Type and Fiscal year of licensing 

Mineral type 1989 1996197) 1990 1997198) 1991(1998199) 1992 (1999100) 1993(2000 1 0 I) 1994(2002 102) 

No Expenditure No Expendi ture 
Exploration 2 10.01 6 35.35 
Gold - - -
Gold and Base Metals - - I 2.07 
Gold and Associated Minerals I 082 I 18.00 
Gold and Platinum - - - -
Gold and Rare Metals I 9.19 . -
Gold, tantalum. Base Metals and Associated minerals - - I 7.02 
Gold, Base Metals and other precious Mineral s - - - -
Gold, Base Metals, Mineral Water, Diamond and stones and - -
Associated Minerals - - - -
Kaolin - - I 0.16 
Opal - - - -
Si]ca Sand - - -
Precious Metal, Base Metals and Associated Minerals - I 7.9 1 
Sil ica Sand, Limestone, Gypsum and Kaolin I 0.19 
Prospecting - - 3 0.60 
Gold - I 0.28 
Gold and Associated Minerals - 2 0.33 
Gold - - 0 -
Gold and Platinum - -
Silver, Base Metals, Dimension, Stone and Mineral water . - -
Gold , Base Metals and Associated Minerals - - - -
Geothermal Potential -
Grand total 2 10m 9 36.96 

Source: EIe 

Note: 1 Exploration Licenses are valid for three years and may be renewed 

2. Prospecting licences are valid for one year and may be renewed 

No Expenditure No Exoenditure No Expenditure No Expenditure 
4 16.07 I 405.00 3 12.54 I 864 
- - - - - -

- - - - -
- - . . - · -

- I 1.98 · -
- - - - - -
2 14.24 - - I 8.64 
- I 5.64 

- I 405.00 - - - , 

- - - - - -
2 1.83 -
- - - - I 4.92 

: I 

- - - -
- - - -
I 0.14 I 20.00 2 0.55 -
- - - - -
- - - - -
- - - I 0.51 

- - - I 0.04 . 
- - - · -

I 0.14 . . -
- I 20.00 

6 16.21 2 426.00 5 13.09 I 8.84 
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Table 3.3. Number of Licences and planned expendilure of Mineral Exploration / ProspecLing Projccls Licensed by U1C Ministry of Mines 
and Energy, by NationalilY of InvesLing Company/ InvestigaLing Individual and fiscal year of Licensing Mineral type 1989 11996/97) 1990 1997/98) 1991 (1998/99) 1992 (1999/ 00) 1993(2000 / 01 ) 1994(2002 I 02) 

. No EXDcnditurc 1\0 EXDcndi turc No EXDcnd iturc No EXDcndi turc No EXDcndilLJrc No ExpendIture 

Explorution 
2 10.01 6 35.35 

Ethiopian 
I 9.19 3 7.37 

American 
· 

· 
Canadian and Ethiopian 

· I 2.07 
Norway and Eth iopian 

1 0.82 · 
S. African and Ethiopian 

I 7,1)1 
South African 
Saudi Arabian 

I 18.00 

British 

· . · . 
Prospecting 

3 0 .60 
Ethiopian 

· - 3 0.60 

British 

· . 
Saudi Arabian. 

· 
. Grand total 

2 10.01 9 36.96 Source: EIC 

NOle: 1 ExPloration licences are valid for three years and may be renewed 2. Prospecting licences are valid for one year and may be renewed 

4 16.07 I 405 .00 4 2118 4 16.07 
I 5.u4 · 
I 4.92 · · . 

· · 
· · · 

I I · 
· · · · · · i 405 .00 I I · 
1 0.14 1 20.00 2 2 · · · · . 

· 1 0 .14 
2 2 · · I 20.00 

6 16.21 2 425.00 6 21.73 . 

· 

· 

· 

-



Desc ription 

New 

APPROVED 

No of project 7,0 17 

Investment cap ital 50,558.07 

Pctmancnt job 381,683 

Temporary job 30,106 

OPERATION 1,850 

No of Project 10,284.05 

Investment capital 64,960 

Pem1ancnt job 259 ,829 

Temporary job 

IMP LEMENTATION 

No of project 977 

Investment capital 8.022.\3 

Pcnnanent job 69,48 

Temporary job 16.375 

Table 4.1 Numbers, Investment Capital and Employment Creation of Investment Projects Approved, In Operation and Under Implementation, By Type of Investment, Hamle 1984- Sene 30, 1995 E.C (July 1992-July 7, 2003) ( I ""cstment Capital in Milliolls of Birr) 

Public Forci'll Domestic 
Wholly fo,"ci gn Joi ntly w ith domestic Fo,"cign Expan sion Total New £ XP:IIISio ll Total New Expansion Tolal TOllll New Expansion 

841 7,858 211 15 226 151 15 166 392 22 25 8,959.79 59,517.86 11,003.51 777.28 11 .780.79 6,443.87 458.78 6,902.65 18.683.45 10.462.72 2.897 .79 65,176 446,859 45,896 6,076 5 1,972 17,594 1,039 18,633 70,605 1,265 3,694 
360.982 391,088 40 44,3 15 44 .355 90 4 ,187 4,277 48,632 115 55 

219 2,069 36 2 38 3 1 8 39 77 5 5 
2.298.51 12,582 .56 1,777.42 95.63 1,873.05 1,829 .0 1 483. 19 2,312 .19 4 ,185.24 2,107.29 193.92 15.648 80,608 3,924 28 3.952 4,148 4.6 11 8,759 12.7 11 93 117 
21,2 11 281 ,040 35,380 - 35,380 2,228 1,230 3,458 38,838 46 15 

174 1.151 43 9 52 49 2 51 103 4 7 1,955 ,44 9.977.57 1,891.66 338.43 2,230.09 3.903.93 96.06 3,999.98 6,230.07 5,479.26 2.530.17 15,614 85, 162 4,580 529 5,109 6,757 461 7,218 12,327 421 2,344 
1,169 17.544 1,550 40 1,590 3,215 - 3,215 4,805 

-- ---_ .. - .-Source; EIC 

To ta l 
G,"and %orto lal 
tola l Approved 

47 8.297 -
\3,360.51 9 1,561.82 · 

4,959 522 ,423 · 
170 439.890 · 

10 2. 156 25.99 

2,30 1.21 19,069 20.83 

2 10 93,529 17.90 

61 31 9,939 72.73 

11 1,265 15.25 

8,009.43 24.217.07 26.45 

2,765 100.254 19.19 

22.349 5.08 



Table 5.1 Number and Investment Capita l of Foreign (Wholly Foreign and Joint) In vestmer. Projects Approved (New and Expansion), By Sector, 1990-1995 EFY (l997/~ l-ZOOZ/03) ( Invest ment Capital in Mi llion Birr) 

1990(1997/98) 1991(1998/99) 1992(1999100) 1993(20 1/01) 1994(2001102) No. of IIH'cstlllcnt No. of hl\'cstmcnt No. of Investment No. of Ill' ot men! No. of In vest ment 

Sector/S ub-sector 
PrOt. Canita l Pro", Ca nital J> ro i. Ca pi ta l I'ro· . ( n ita l I)roi. Canital 

Primary sector 9 200.5 1 1 75.32 8 152.05 5 3 16 5 430.32 
Food crops farming 

1 9.71 - 2 16.32 - 2 135.38 

Cash crops f<l Olling 
4 132.76 1 75.32 1 91.16 3 101.46 3 294 .94 

Mixed food and cash crops fa1ll1ing 1 8.07 - - I 85.54 - -
Livestock fanning 

I 23.39 - - 3 24.29 I 129.93 
Integra ted crops and lives tock famling I 10.81 - I 7.71 - - -
Agricuhura i service 

-
- - - - -

Fishing 
- I 12.57 I -

Mining and quarrying 
I 1575 - - -

-Secondary sector 34 1.479.79 20 636.40 21 693.63 22 ! .489.57 17 691.59 Food products 
6 151.89 2 16.24 5 171.73 3 148.04 - -

Beverages 
6 786.82 4 4 17.00 3 195.22 I 16.04 1 100.54 

Textiles except garment - 1 66.50 1 1.54 - -
Garment and related artieles 1 3.85 - - - I 4.21 3 274 .78 
Tanneries 

3 189.93 - - - 1 56.77 
Footwear 

I 10.90 I 13.78 - - 7.23 -
Wood products except fUllliture - - - - - - -
Paper: paper products and printing I 8.20 2 13.02 - I 6.58 1 92.70 
Chemical products 

2 31.13 4 67.05 2 36.80 2 24.04 
Phamlaeeutieal products 

I 10.28 I 87.44 2 1,0 10.25 2 36.93 
Plasticlrubbcr prod ucts except footwear 8 114.21 2 8 1.84 2 49.35 2 57.72 -
Non -metallic mineral products 3 85.26 1 9.48 I 6.42 2 48.99 
Metal prod ucts including machi nery and equip 4 121.74 2 9.94 4 4 1.70 5 132.61 1 5,86 
Electrical machinery and apparatus - - 1 14.64 - - 3 40.31 
Motor vehicles an d other transport equip I 6.99 - - - - 1 10.68 
Furniture 

- - 3 33.68 - - - -
Other manufacturing 

- - - - 2 62.13 -Tertiarv Sector 38 2.426.0 1 9 668.20 25 78 1.15 18 1.116.78 13 352.21 Construction 
5 184.27 5 34, .86 9 435.95 2 55. 19 2 60.70 

Construction mach inery leasing 
Real estate development 

6 1.641.89 1 260.20 2 44.51 I 572.22 -
Distributive trade & maintenance service 1 7.85 1 45.00 2 60.98 3 115.73 41.36 
Hotel and tourism 

2 29.65 - 3 48.44 - - -
Education service 

10 352.52 2 19.14 - 2 38.12 3 2 16.17 
Health service 

5 151.23 - I 8.58 - I 3,34 
Other businesses 

9 58.59 8 182.6<) 10 335.52 5 30.64 
Grand total 81 4,106 .31 30 \,379.92 54 1,626.83 45 2,923.28 35 1.474 

- -

1995(2002/03) 
No. of Invest ment 

P ro' . Ca pita l 
14 867.98 

3 217.92 
7 624 .17 
1 4 .15 , 

2 19. 15 
, 

I 
-
I 2.58 

-
-

39 51 7.47 I 

8 236.05 

I 8.40 

-
-
- -
-
3 29.67 
2 21.36 
I 45.62 

10 119.24 
4 11 .65 
4 28.28 

-
I J. I I 
3 13.38 
2 2.71 

3 1 1.983.3 7 

1 176.53 
10 618.60 
3 18.92 

-
2 6. 16 
4 87.48 
3 1,043.47 
8 32.22 

84 3.368.82 



Sector 

Agriculture 
Mining & 
Quarrying 
Manufacturing 
Electricity 
Supply 
Construction 
Construction 
machinery 
leasing 
Real Estate 
Trade 
I-I otel & 
Tourism 
Education 
Transport & 
storage 
Health 
Other 
Businesses 
Grand Tota l 

'y 

Table 6.1 Number, In vestment Capital and Employment Creation of Investment I' rojccts Approved By EIC and Regional Offi ces, 

By Sector, 1 Hamle 1995-30 Sene 1996 Eth . C (Investmcnt Capital in Million Birr) 

Total 
Domestic 

Foreign 
Publ ic 

No Investment Emp Emp No of Investment Emp Emp No Investment Emp Emp No Illvestmenl Emp 

of Capital prem Temp Proj Capital Prem Temp of Capital Prem Temp of Cap ita l Prem 

Proj 

Proj 
Pro j 

267 4 ,233.32 44 '934 89 '466 193 1'554 .67 16' 911 7 1 '760 73 2'674.43 2 " 156 16 '706 I 4.22 867 

6 5 1.33 211 780 5 50.43 
600 I 0.90 20 180 - - -, 

661 7,772.58 42 '462 17'820 516 3 '87 1.80 12 ' 125 133 2 '297.56 17.'3 79 5'505 12 1'603.23 968 

6 58 1.5 1 63 144 2 1.52 
9 2 39 1.80 110 30 2 188. 19 35 

112 1,33 7.70 5'434 9 ' 279 96 528.15 6 '238 16 809. 55 I 967 3 '04 1 - - -

38 1 2,27 1.69 6 '584 1'56 1 362 2'164.79 1'458 19 106.89 95 103 - - -93 861.62 3'8 11 3'792 86 7 14.6 1 3'23 1 7 147.00 . 57 56 1 - - -

41 358.36 2'7 11 5'410 30 11 7.61 1'2 10 II 24 1.1 2 ~05 4 ' 200 - - -

13 1 722 .11 5'407 1'48 1 95 117.25 823 36 2 14.61 1'939 658 - - -
172 82 1.58 8 '2 59 2 ' 647 166 507.50 

6 16.6 1 116 23 - - -

9 39.93 105 26 8 804.97 26'2'624 I 2.50 16 - - - -

53 466.6 1 2'320 529 43 37.43 3 19 10 231.78 637 2 10 - - -

77 302.72 1'774 2'095 47 234.83 1'846 29 46.50 350 249 I - -

2,009 19'821.05 124 '075 135'030 1' 649 214.802.76 75'838 102'269 344 7' 18 1.25 46'347 31 '466 16 1'83-7.04 1'890 
Source: EIC 

Emp 
Temp 

1'000 
-

190 
105 

-

-

-
-

-

-

-

-
-

1' 295 



Appcmliccs VI 

Selected Tax Rate Carry forward of Losses and Depreciation Method in Select ed 

African and A s ia n Economies 

Dividen I"r 

Country Corporat.e Tax on Royalty lax Tax on interest Carry «Hward Depreciation Capital gains tax 
Repatriation meomc of loss in years method 

,\h'ica 

Lthiopia 10 10 10 1.,,% Mining I Year Only Straigh t line :109() 
-- Lo;U\s 

rrilrl.' ;l 2,r,-::J,S 0 0 0 :~ Years :'\a NA 
Namibia 'Jr. j),) 10 () () :,\A Acceleraled () 
!,illlhabwc .-\.0 20 20 10 (i Y cars Acceleraled :lO,!{, 
j\'"\a I a wi ;·lS () () () Inddin ill' Acceleratcd () 

Period 
KellY" f) _ r. 

,,j . ,) I,r, 20 12"r, Indclinite :,\A 0 

Period 
' 1',UIZ;'lIl ia ."0 10 20 20 :'\;\ ;\n:e !erat cd 0 
Tllllisia :-tr, 0 () 0 \ .\ i\ ('('Clcratc(1 () 
\'\;1l1]'itins l.r, L\Clnpl I'D]' '0 0 Idclillitl' ;\ ("Cc Icrat t'C I () 

10 yca]'s - period 
1 :g~ ltHla ;\()~" L\Clllpt I"l' N!\ :'\ i\ :,\ ,\ :'\ .\ NA 

· , 

· • 



() years 

Chana :-I,r,W, 1(,,- all Scc{o",," 10 O.G% 

exccpt ror ballking 

&. illsur,llHT ,1.()(n, 

East Asia 

Malaysia :lO 10 Ni\ 

TlIiland 30 15 :J .5<;;) 

CI,ina Special C(,OI10111i c () lOIn, 

I ,olles t ,t'/H, cxporl 

prOCl':-iSII H4' I ,Olles 

10% (Other :10%) 

- S,E,orc<L I H-: l~ 20 NA 

--
Philippincs :1.'J(J() 1 5(~) a,.~ 

Indoncsia 10% -30')!, Indollcsi<Ln s Indoncsi<Ln 

l 'sIXl N( )l l 1,''jWl :\ () [l 

Indoncsia In d () nc sia n 

~OI J{) 20 t lt") 

Source: rrom tIle data ba,~cs or I':tC 

:\A ~ years [or 

li mitcd liabilit y 

cOIllpany 

:\ !\ S years 

- ·1- Y c,u's 

:\ i\ :'; l ' cars 

0 Indelinitc 

:\A ·1- Years 

Indoncsian 15(.'\, 8-IOYcars 

:'\ () II 

I Indonesiall 20% 

~ -

<In:der<Ltcd 

accclerated 

<Lc('e!crated 

Acccicrat c( I 

accelerated 

accelerated 

<Lc('elerated 

(.i 

~ .. 

0 

() 

0 

NA 

IO'l{, or the "dc 

pricc :2,,,'.'\, or tilC 

gaill which LyeI' 

is kss 

() 

" , 

-. 



Appendix VI 'I 

TPLF business organizations 
TPLF Multi business organizations 

TPLF's Business Or£anizations ( Parapartals 
No. Name of Business Oreanizatiolls and Members Amount of money 
I Guna Trading Houses S.Co 10,000,000 

Tikallgri (Agri) Mitkal Tigrai 9,699,000 
Almeda Textile Factory 100,000 
Trans Ethiopia 100,000 
Mosobo Building Materials Factory 100,000 
Sibhat Nega 1,000 

2 Sur Construction 108,000,000 
Tikal Igri Mitkal Tigrai 104,220,000 
Mosobo Building Materials 1,006,000 
Mesfin Industrial Engineering 6,000 
Saba Marbles 1,000,000 
Birhan Building Construction 1,000,000 
Trans Ethiopia 6,000 
Arkebe Ekubai Mitiku 1,000 

3 Meskerem Investment 20,000,000 
Tikal Igri Mitkal Tigrai 19,399,990 
Mosobo Building Material 200,000 
Ezana Mining Production 200,000 
Mesfin Industrial Engineering 200,000 
Thewodros Hagos Tesfayc 10 

4 Adis Pharmutical Formulation 27,000,000 
Mulugeta Guade Mengistu 13,110,000 
Araya Workneh Desta 13,230,000 

5 Selambas line Share Company 100,000,000 
Tigray Development Association 96,000,000 
Araya Zerihun 1,000,000 
Bekele Birhane 1,000,000 
Gebre-Michael Paulos 1,000,000 
Tadesse Tefera 1,000,000 

6 Selam Bas Share Company 1,000,000 
7 Mosobo Cement Factory S.Company 1,198,357,000 

Credit from Ethiopian Comm.Bank 742 ,857,000 
From TPLF savings 455,500, 000 

8 Africa Insurance Share Company 30,000,000 
Mesfin Industrial Engineering 6,000,000 
Hiwot Agricultural Mechanization S.Company 6,000,000 
ALMEDA Textile Factory S.Company 6,000,000 
Tesfa Livestock Development Share Company 5,970,000 
Meskerem investment S.Co. 6,000,000 
Yohannes lkubai Mitiku 10,000 
Thewodros Hagos Tesfay 10,000 
Hibur Gebre Kidan Hagos 10,000 

9 Ezana Mining S.Co . 10,000,000 
10 Bimk Chemical S.Co. 20,000,000 



Tikal Igri Mitkal Tigray 
Sheba Leather Factor S.Co. 
Adis Consultancy House 
Mega Net Printing and Distribution S.Co 
Abadi Zemo 

II Mosobo Building Materials Factory 
Tikal Igri Mitkal Tigray 
Sur Construction S.Co 
Meskerem Investment S.Co 
Trans-Ethiopia S.Co 
Abedi Zema 

12 Mesfin Industrial Engineering 
Tikal Igri Mitkal Tigray 
Sur Construction S.Co 
Trans Ethiopia S.Co 
Hiwot Agricultural Mechanization S.Co 
Arkebe Ikabi Mitiku 

13 Trans Ethiopia S.Co 
Tikal Igri Milkal Tigray 
Mesfin Industrial Engineering 
Guna Trading Houses S.Co 
Meskerem Investment S.Co 
Sebhat Nega 

14 Tesfa Livestock Development S.Co 
Tikal Igri Mitkal Tigray 
Sheba Leather Factory S.Co 
Hiwot Apicultural Mechanization S.Co 
Guna Trading Houses S.Co 
Yemane Kidane 

15 Adis EngineeringConsultancy S.Co 
Alemeda Textile Factory S.Co 
Tikal ........... 
Mesfin Industrial Engineering S.Co 
Arkebe Iquabi Mitiku 

16 Sheba ............... 
Tikal . . . . . . . . . . . . . . . 
Tesfa ..... ... ....... 
Alemeda . . . . . . . . . , 
Birook Chemical S.Co 
Abadi Zema 

17 Dessalegn Animal Drugs Supplier 
Tsefa .............. 
Mesfin Industrial Engineering 

18 Express Transit Service Enterprise 
Guna Trading Houses S.Co 
Adis Consultancy House 

19 Adis Pharmautical Factory S.Co 
Mulugeta Guade 
Tikal Igri Mitkal Tigray 
Trans Ethiopia S.Co 
Guna Trading Houses S.Co 
Adis International Trading S.Co 
Loan from Ethiopian Commercial Bank 

19,399,000 
200,000 
200,000 
200,000 
1,000 
240,000,000 
232,199,960 
2,400,000 
2,400,000 
2,400,000 
40 
10,000,000 
9,699,980 
100,000 
100,000 
100,000 
20 
100,000,000 
96,999,960 
1,000,000 
1,000,000 
1,000,000 
40 
20,000,000 
193,999,000 
200,000 
200,000 
200,000 
100 
4,000,000 
40,000 
3,920,000 
39,000 
1,000 
40,000,000 
38,799,990 
400,000 
400,000 
400,000 
10 
-
5,000,000 
2,500,000 
2,500,000 
1,000,000 
750,000 
250,000 
169,160,000 
25,450,000 
270,000 
270,000 
520,000 
116,160,000 
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20 Wegagen Bank Share Company 60,000,000 
Ambara Rehabilitation Enterprise 9,000,000 
Tikal ... 9,600,000 
Dinsho Share Co 9,000,000 
Wondo Share Company 6,000,000 
Africa Insurance Share Company 3,000,000 
Adis International Trading Share Company 7,000,000 
Siveta Real State Share Company 6,000,000 
Sofya Gezai Birhane 600,000 
Others People 14,800,000 

21 Rahiwa Goats and Sheep's Exports Entelprise 20,000,000 
22 Birhan Building Construction Entema 1,000,000 

Sure Construction Share Company 10,000 
Tikal Igri Mitikal Tigray 990,000 

23 Mega-Net Printing and Distribution Share Compo 10,000,000 
Tikallgri Mitikal Tigray 9,699,980 
Adis Consultancy House 100,000 
Brook Chemical Share Company 100,000 
Mesfin industrial Engineering 100,000 
Alemseged Gebre Amlak 20 

24 Express Ethiopia Travel Share Company 2,000,000 
Tikal Igri Mitikal Tigray 1,980,000 
Tesfa Livestock Development Share Compal1)' 20,000 

25 Martha 421,000 
405,000 

Tigray Development Associations 16,000 
26 Walta Industry 4,637,500 

Tigray Development Association 16,000 
4,62 1,500 

27 Saba F loor Tiles 5,000,000 
28 Guna Coffee Export Share Company 11 ,000,000 

Guna 10,890,000 
Almeda Textile Share Company 35,000 
Trans Ethiopia Share Company 35,000 
Mesobo Building Materials 35,000 
Sibha! Nega 5,000 

29 Computer Networking Technology -
Solution Enterprise 200,000 
Meskerem Investment Share Company 100,000 
Almeda Textile Factory Share Company 100,000 

30 Almeda Textile Factory Share Company 479,044,435 
Credit from Ethiopian Commercial Bank 299,044,435 

180,000,000 31 Almeda 400,000 
32 Hiwot Agricultural Mechanization Share Company 25,000,000 

Tikal Igri Mitikal Tigray 24,250,000 
Tesfa Livestock Development Share Company 250,000 
Guna Trading Enterprise Share Company 250,000 
Almeda Textile Factory Share Company 250,000 
Star Medicine Medical Instruments Importer and Distributer 

33 Share Company 5,000,000 
Tikal Igri Mitikal Tigray 2,450,000 
Adis International Trading 2,400,000 
Trans Share Company 50,000 



• 

Adis Transport 50,000 
Guna Trading Share Company 50,000 

34 Adis Transport Share Company 4,250,000 
35 Fresewat Industry Share Company 3,899,600 

3,883,600 
Tigray Development Association 16,000 

36 Adis Consultancy House 1,000,000 
37 Addis Intemational Trading 750,000 
38 Walta Information Center 100,000,000 
39 Segen Construction 1,000,000 
40 Addis Industrial Limited Share Company 3,000,000 

Addis International Trading 540,000 
Others 2,460,000 

41 National Electromechanical Engineering 6,000,000 
Addis International Trading 3,000,000 
Others 3,000,000 

42 Fana D emocracy Printer 1,500,000 
43 Hayatech Park 1,000,000 

Mesfin Industrial Engineering 800,000 
Ato Shimel is Kinde 200,000 

44 Dedebit Credit Association 60,000,000 
Tigray Aid Association 50,000,000 
Tigray Regional State 5,000,000 
Tigray Women's Association 3,750,000 
Tigray Peasants Association 625,000 
Tigray Youth Association 625,000 

45 Experience Ethiopia Travel Agency 2,000,000 
46 Global Automotive Spare Parts 260,000 
47 Rental House -
48 Ethio-Rental -
49 First Real State -

50 Mega House -
51 Saba Marble Factory -
52 Blue Nile Transport 4,000,000 
53 Afdera Salt Production 60,000,000 
54 Adwa Flour Factory 22,516,000 
55 Adigrat Flour Factory -

Total 3,009,895,935 

S'P/AV'Ce.: iJ19r-le A.s.re~, tM 6/ea-/ ~jJ[J"'l.{'1 ! TjJLj=l­
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