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Abstract 

This research was done in Metekel Zone of Benishangul Gummuz Region State with the objective of assessing the 
trend, level of contributions, constraints and prospects of agricultural private investment. The primary data for the 
research were collected through opinion survey. Questionnaires were filled in by sample investors and government 
bodies. Additional opinions were solicited through face-to-face interview and focus group discussions. Secondary 
data were obtained from relevant government offices at various levels. 

The analysis showed that the trend of the projects in agricultural private investment showed fluctuation over the 
years since the commencement of private investment. It was found that agricultural private investment increased 
from 1993/94 to 1999/000. Conversely, the trend of investment projects showed decline from 1999/00 to 2005/06. 

From 2006/07 to 2007/08, the trend showed increment and progress. 

The study also showed that although the number of workers employed in agricultural private investment sector in 
the zone was high in number (compared to other investment sectors) the quality of their life and work has not been 
in a good condition. Facilities in housing and transportation were better offered on the investment sites compared to 
health care services, subsidized food and drinking water. Many of the investment firms did not sign contractual 
agreement with the workers. There was also frequent turnover. As the result, the workers in agricultural private 
investment of the study area felt job insecurity and instability. The overall average contribution of government 
revenue from agricultural private investment was below one percent to the total annual revenue. The main causes for 
less contribution to revenue were less volume of the investment, weak tax administration and follow~up, less 
willingness of the investors to pay and long-term tax holiday allowed for annual crops and exit of investors. 

Infrastructure, governance, fi nancial institutions and market were found to be the determinants of agricultural 
private investment in the study area. Service delivery while obtaining land for investment was much delayed and the 
number of days it took was far more than the standard set. Road network, telecommunication, electric power and 
drinking water supply were poor and as such found to be the constraints to the sector in the study area. Road net 
work was the most highly needed and superior determinant factor for agricultural private investment among 
infrastructure facilit ies. Lack of road network resulted in lack of proper market for products, problems in providing 
supplies to the workers on the investment sites and made investors unwilling to invest in areas away from the 
woreda towns. The analysis mainly showed that bribe, practice of tax collection and administration, promotion and 
support for the sector, weak conflict resolution mechanisms and absence or low enforcement of investment related 
policies and laws were the main governance related constraints which negatively influenced expansion and 
contribution of agricultural private investment in the zone. Moreover, financial constraints had a negative impact on 
the utilization of resources such as land and productivity of the investors in the zone in the agricultural sector. 
Furthermore, the study showed that lack of transportation, distance of investment sites from niche market, lack of 
full demand in the area and low price were the main market constraints in the study area. Analysis also showed that 
the investments were not environmentally- friendly. 

Regarding the prospects, with the optimistic view of most investors to expand investments and the amended 
investment law, the study indicated that there is possibility for private agricultural investment to contribute to the 
development of the region more than what has been achieved so far. Conversely, the various constraints have made 
some investors hold pessimistic view about the future investments and are thus possible threats to expansion and 
contribution of the sector. 

Finally, the study was concluded by offering some recommendations that may help to overcome the constraints and 
may assist the government in policy formulation. The recommendations were offered in relation to improving 
working condition, government revenue generation, so lving service delivery and bureaucratic problems, enhancing 
physical and financial infrastructure and natural resource conservation. 

Key words : Government revenue, employment opportunity, physical and financial infrastructure, bureaucracy, enablinG 
investment environment, casual employment, temporal)' employment, pennanent employment, revenue forgone 
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CHAPTER ONE 

1 INTRODUCTION 

1.1 Back ground of the study 
Investment is an economic activity that substantially contributes to the GDP of a country, 

Private sector investment contributes to development through transferring knowledge, 

introducing new technologies, creating jobs, boosting the overall productivity, providing tax 

revenue for the government, enhancing competitiveness and entrepreneurship and ultimately 

helping to eradicate poverty through economic growth and development (Asiedu and Brempong, 

2008) , It is recognized as a means to change the economic performance of a country and to 

increase supply and demand of goods and services, which in tum expands the domestic market 

and provides foreign currency through export and import, Besides, private sector economy has 

an advantage in securing social development by reducing poverty level, increasing income, 

narrowing regional inequalities and augmenting employment opportunities (Ninan and 

Lakshmikanthamma, 2001), 

However, for a proper contribution of private investment for economic growth and development 

of a country, creating a favorable investmeni climate has a vital and decisi ve role, In East Asian 

countries, the miracle success of private investment was the creation of business-friendly 

environment; patiicularly, hospitab le legal and regulatory frame works (Girma, 2004), 

In Africa, the private sector investment has contributed less to the GDP of the countries 

compared to Latin American and Asian countries, The problem is acute in Sub Saharan Africa 

(SSA), The average investment rate in the sample African countries is 7,94 percent compared to 

12,06 percent in Middle East and North African countries, 11.06 percent in other developing 

countries. Meanwhile, public investment has a larger share of GDP in Sub- Saharan Africa with 

percentage share of 8,3'1 than in other developing countries (6,91 percent), The figure excludes 

Middle East and NOllh African countries, which have 14, 1 percentage share , But, as the resu lt of 

Structural Adjustment Program (SAP), private investment in Africa has shown increment in 

1990s and raised investment to GDP ratio than the period before (WB, 2000). 

---'~'-- " s 



In Ethiopia, before 1974, private investment was characterized by feuda l economic system in 

which land was owned by the feuda l lords. The private sector development and economic 

performance during the period was backward and slow even though the government was paying 

due attention to the privat ization and modernization. From 1974- 199 1, the economy pol icy was 

influenced by the socia list ideology and the practice of private sector investment was 

undermined. After 1991, the private sector investment started again when the transit ional 

government of Ethiopia issued investment laws and proclamation of privatizing public 

enterprises (Taye. 1995). 

The deve lopment of agriculture in most deve loping and under developed countries is very less 

and underutilized. For instance, in Ethiopia, the agricu ltural sector contributes the largest share to 

the GDP, export trade earning and employment. Before 1974, the government began to promote 

the private sector and agricultural commercialization. On the other hand, during the Derge 

regime, the econom ic policy of socialism undermined agricu ltural private investment. From 199 1 

onwards, EPRDF government has introduced agricu ltural private investment po licy and has 

privatized the state farms (EEA, 2005). 

In linc with investment promotion in Ethiopia, in Metekel Zone of Ben ishangul Gummuz 

Regiona l State, agricultura l sector attracted private investors. Because of abundant natural 

resources and its suitabi lity ror agricultura l in vestment. hi~h number or agricultural pri1atc 

investment has been undertaken compared to the other types of investments. Production of crops 

such as soya beans, groundnut, sesame, so rghum and maize are the leading agricu ltural private 

investment areas in the zone. However, the fl ow and the operat ional status of such investments 

have fluctuated. For instance, since 2006/07, the number of investment projects has shown 

relative ly rapid progress although it is not suffic ient compared to suitability of the zone for 

agri cultural investment. Therefore, the purpose of this study is to assess the status of private 

investment in agriculture in Metekel Zone and to identify the constraints, trends and futu re 

prospects. 
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1.2. Statement of the problem 

In spite of the efforts that the Ethiopian government has made in promoting private investment, 

the contribution of agricultural private investment has not been to the desired leve l. Although the 

investment in the sector has showed improvement si nce 1991 compared to the previous period, it 

has not adequate in re lative to the abundant natural resources in the country. For instance, the 

total percentage share of investment project in agricultural private investment out of total private 

investment in the country was 20 percent in the years 2005/2006 (EIA, 2008) . The share even 

declined to 17 percent in 2006/07 (NBE, 2007). The correspond ing fi gure for Metekel Zone 

was 19.35 percent in investment projects, 60 percent in employment and 72.5 percent in 

investment capital in 2004/05 and was declined to 9 percent in investment projects, 55.3 

percent in employment opportunity and 40.5 percent in investment cap ital in the yea r 

2005/06 (BGRSIPO, 2008). This shows that less volume and declining trend of agricu ltural 

private investment in the country in general and in the stud y area in pat1icular, and hence its 

contribution for development has been low. 

Furthermore, in Metekel Zone of Benishangu l Gummz Region, the number of private 

agricultural investment projects before 2005/06 was very small. As BGRSIPO (2008) data 

revealed that the maximum number of agricu ltural private investments throughout the years 

1993/4-2005/06 was 12 whereas the minimum was one. Besides, employment opportunity and 

investment capital has fluctuated overtime. This can be evidenced by decline of number of 

investment projects from 12 in 1998/99 to 3 in 2005/06. Similarly, employment opportunity and 

investment capital have also declined from 10,862 to 2,177 and 161. 141.463 to 12.701.100 

respectively in the same period above. Th is shows that most of the investors who were registered 

and started operations in the earlier periods terminated operation in the following years (Ib id). 

The underlying causes or constraints leading to such exit of the investors after investing for few 

years in the sector and reasons for absence of addition of more projects in spite of suitabi li ty of 

the zone in terms of cl imate and natural resource has not been researched so far. 

On the other hand, official data of the Regional Bureau of Finance and Economic 

Development (BOFED, 2008) as of the year 2006/07 revealed that about 124 projects were 

registered for investment in Metekel Zone. However, the operational status was 60 percent 

3 
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showing that not all the projects started operation or have proceeded according to the 

intended plan and that their operational status has been very low. Further, accord ing to 

(BGRS IPO, 2008) most investors utili zed less than quarter of the obta ined land and some 

investors have terminated or have been di smissed and others have taken a long period for 

preparation. The constraints behind the problems have not been well identilied and need 

fUliher resea rch. 

Different research results depicted various reasons fo r less vo lume and declin ing trend of private 

investment in general and agricu ltural private investment in particular. According to ECA 

(2008), the factors that have impeded the growth and contribution of agricultural private 

investment in Africa are misguided policie~, poor access to financing and insufficient 

investment, poor infrast ructure, inadequate development/management of the natural resource and 

poor access to agricultural innovati on. Everhart and Sumli nsk i (2000) stated that the trend of 

private agricu ltural investment in SSA showed a declining trend in most cases and remained 

constant in some others mainly due to prevalence of corruption and weak governmenl se rvice 

del ivery. Furthermore, Getachew ( 1995) suggested that infrastructure, governance, corruption, 

financing and system of enforcing legal and regulatory systems are major constraints of private 

sector investment in Eth iopia. Girma (2004) stated that absence of incentive scheme, poor 

infrastructure fac il ities, and less promotion abilities are considered to be the main obstacle for 

private investment in Eth iopia. Besides, EEA (2005) revealed that the realization to deve lop the 

agricultural investment sector in Ethiopia has not been as expected compared to huge resource 

endowment fo r agriculture mainly due to lack of securi ty of land tuner, problems related to 

peace and security and poor infrastructure. 

The various reasons forwarded fo r low contribution of private agri cultural investment to 

development and its stagnant nature were not convergent as discussed above. Besides, as 

privatization is a recent phenomenon in the country, adequate researches have nOI been done on 

agricultural private investment. Hence, this study attempts to contribute to the eff0l1s of fill ing 

the stated research gap. 

In Ethiopia, direct tax revenue generated from agricultural sector is only 3 percent whi le 85 

percent of the population is depenjing on the sector (EEA, 2005). It is needless to say that 
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this fact is partly a reflection of low level of agricultural private investment. Likewise, the 

overall share of government revenue from agricultural private investment in BGRS was 

estimated to be less than I percent per annum since its commencement (BGRSRA, 2008). On 

the other hand, the percentage share of employment in the agricu ltura l investment sec lor in 

the country was very large. In the fourth qUaI1er of 2007/08 , it accounted 67.2 percentage 

share at the country level (NBE, 2008) and 9 1.4 percentage share in Metekel Zone in 

2007/08 (BGRS IPO, 2008). This shows that unlike government revenue, employment 

opportunity createdlcontributed from agricultural sector has larger than the other sectors both 

at the country level and in the study area. However, the work condition of employees, the 

actual distribution of workers per project, whether the planned employment opportunity has 

actually been utilized or not have not been assessed and hence need fu rther research. 

1.3. Objectives 

1.3.1. General Objectives 

The general objective of the study was to ana lyze the contribution of agricultural private 

investment for development (revenue and employment opportunity), and to find ou t the 

constra ints that prohibit the agricultura l private investment not to perform well and support the 

economic development of the zone. Besides, it tried to assess the prospects and opportunit ies of 

agricultural private investment in the development endeavor of the zone. 

1.3.2. Specific Objectives 

The specific objectives of this research were: 

• To examine the trend of private agricultu ral investment over the past 15 years, 

• To assess the employment opportunities that agricultural private investment created, and 
the level of workers' satisfaction, 

• To assess the level of governmen t revenue that has been generated from agricultural 
private investment, 

• To analyze tlte opportunities and prospects for agricultura l private investment growth in 
the zone, 

• To identify the constraints that hindered the growth of agr iculture private investment in 
the zone. 

5 



1.4. Research questions 
The main research questions were: 

• What is the trend of agricultural private investments during the past fifteen years? 

• To what extent agricultura l private investment has created job opportunities for the 
people in the study area? 

• Are workers in the investment projects satisfied with the employment? 

• What is the level of government revenue that has been generated from agricu ltural private 
investment? 

• What are the prospects of agricultural private investment in the study area? 

• What are the constraints that impeddhe growth of agriculture private investment? 

1.5 METHODOLOGY 

1.5.1 Sources and Types of data 

The data were collected from two sources; primary and secondary sources, wh ich complement 

each other. The data from both sources included qualitative and quant itative data. Primary data 

were collected through questionnaires, interview, focus group discussion and direct observation. 

The secondary data were collected from books, journals, official reports, UN working papers, 

webs ites, legal documents, CSA reports and from unpublished study documents. 

1.5.2 Study Design and Data collection method 

Sampling, sampling Procedure and Sample size 

Sampling: The sample fra me of the study was seven woredas in the zone and investors in these 

woredas . Among theses woredas three woredas were se lected as sample area of the study. The 

sampling frame selection criteria \.vere based on the li st of investors from the regional investment 

promotion office in the three sample woredas (Pawi, Dangur and Guba woredas). The selection 

criteria depended on registered investors who have started operation and who have not started 

operation. These two categories were fUl1her stratified into sub-sectoral distribution of cash crop 

producers I and non cash crop producers or both2 This helped to get detailed information in 

1 Cash crops are sesame, ground nut and soya bean 

2 Non-cash crops and both (cereal crops such as ma ize and sorghum and othe r include animal husbandry), 
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various forms to examine the impact and depth of constraints and employment absorbing and 

retention capacity of the investors. In add ition, it helped to know the will ingness and capacity of 

investors to pay government revenue accord ing to the sectorial variation. 

The reason why the zone was chosen as universe of the research area from the three zones of the 

region was from the suitabili ty of the zone for agricultural investment with different ecologica l 

zones, adequate arable lands, high potential for productiv ity and high number of investment 

projects are observed. Further, the area's accessibility for the researcher and the researcher's 

famil iarity with the zone are add itional reasons for selection of the study area. 

Simi larly, the three sample woredas were chosen as representative sample among the seven 

woredas in the zone. Because, agricultura l private investment in these woreda, have been 

registered in a diffe rent ways. They were chosen to represent high number of agricultural private 

investment area, med ium investment project area and low number of investment project area. To 

this end, Guba woreda was chosen as the ,largest agricultural private in vestment project area, 

while Pawi woreda was se lected as the few number of agri cultura l private investment projects 

area. In the same way, Dangure woreda was se lected as the woreda with average number of 

agricultural private investment projects relative to other woredas but where frequent termination 

of thi s investment sector have been observed. Accessibili ty issue was also taken in to 

consideration. 

Sampling Procedure: The procedure of data collection from the sample survey was stratified 

probability sampling. The reason for the selection of stratified sampling method is that selecting 

investors according to their operational status and sub-sectoral distribution, that is, investors who 

do not start operation and who have started operation / proceeding product ion. The two stratums 

were further categorized in to tlVO major sub sectors, only cash crop producers and non -cash 

crop producers or both and then the representative investors were selected randomly from the 

stratums accord ing to their proportion assigned by percentage. For the respondents from 

government bodies, key in formants, selected commun ity members and group discussants at 

woreda and regional leve l, the se lection criteria were purposively done by se lect ing those who 

have in formation and accessib le to agricultural private il1l'estment activities. After the groups of 

in vestors were selected as pe r the ir stratum, represen tative sample size of 70 percent was 

systematically selected with the proportion number in their stratum. 
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1.5.3 Methods of data collection 

The research method used in this study was multi -stage cross-sectional survey design. It was 

chosen in ord er to collect data from sample investors in the sample worcdas and helped I II get 

more information from large areas in a particular period. The data were also gathered from 

respondents including government officers, experts in government offices, private sector workers 

and se lected community members in addition to sample respondents' survey to strengthen and 

substantiate the data collected from sample respondents. The size of the samp le su rvey was 

se lected from registered investors in the zone. Then representative sample investors were 

se lected from the three sample woredas to identify the associations of the variables and to depict 

the achievements and draw backs of agricultural private investment. To strengthen the rel iability 

of the data that were collected through primary source, secondary data from woreda and regional 

government offices was collected. It includes reports of government revenue generated from 

agricultura l private investment, expected employment opportun ity and number of in vestors 

registered to invest and proceed operation per the plan. number of investors who have terminated 

and/ have been dismissed after registration or dur ing operation and trends of agricultural private 

investment in the zone. 

1.5.4 Data collection Instruments 

The primary data collection methods included questionnaire, interview, focus group discussion 

and direct observation. The questionnaire was designed consisting of closed and open-ended 

items and distributed to the sampled investors, government officials and expel1s at woreda and 

reg ional level who are working in concerning bureaus. It was managed in two ways. The first 

type was prepared for the representative sample investors and the second for the government 

bodies. The questionnaire for the sample investors was main ly focused on capacity of the 

investors and how the investors treat the workers in the investment sites. status of government 

revenues collection, the willingness to pay taxes, constraints observed in the sector and prospects 

of agricultural private investment in the zone. In the same way, the questionnaire prepared for 

the respondent govern ment bodies mai nl y incl uded causes of less revenue generation 'in the zone, 

constra ints of the investment and condition Ofgovcrn me nt tax administration and control. 

Besides, sem i- structured interview was prepared fo r the informan ts, such as offi cia ls and 

experts at the region and \\'oreda level , key informants from se lected investors and workers in 
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agricultural private investment and th irdly for the selected community members. Mainly, it 

included how the workers make their living, state of deforestation and natural resource 

conservation, causes for the termination and/or di smi ssal of the investors, reason for declining 

and recently increasing trends of the investment and future prospects and included other related 

issues. There was also focus group discussion with the community members selected from the 

sampled woredas. These group discussions included mainly. way of nalural resource 

conservation, community participation while offering lands for investment and status of security. 

Further, the researcher carried out di rect observation in the sampled woredas. The observations 

focused on li ving cond ition of the worke rs at the investment site, deforestation and status of 

investment land uti 1 ization. 

3.1.4. Sample size and type of respondents for data collected by the different 

data collection Instruments 

Questionnaire 

The sample size for the investors in the study area was se lected by taking the three sample 

woredas and 70 percent of the sample respondents from the total investors in the agricultural 

private sector. Since the tOlal number of the in vestors in the sector in the sample \\ OI"cdas is not 

large (J 20 investors), for representative sampling 70 percent of the tota l investors was taken for 

sample size for strengthen its representativeness. The respondents were selected according to 

their stratum in the three sample woredas. 

The propoI1 ion of the investor respondents that were selected for filling the questionnaire from 

each categOlY and sub category was also done by ass igning 70 percent for each stratum, which 

were then added to get the total respondents. Accordingly, 84 respondents were selected from 

the total investors as can be referred in annex 2. 

In addition to respondents from the investors, data were also collected through the questionnaire 

from government bodies from the woreda and regional offices to strengthen the data collected 

from the respondent investo rs. Such as ch ief administrators. heads of Agriculture and Rural 

developments, two experts in the offices of Agriculture and Rura l developments, heads of 

woreda revenue offices and two experts in the offi ces with 21 respondents were selected to 
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respond to the questionna ire. Simi lar ly, six experts (3 fro m each regiona l government bureaus of 

Investment Promotion and Revenue au thoriiy) were se lected for the questionnaire. In genera l, 27 

respondents were se lected for quest ionnaire from government offi ces at woreda and regional 

level. These respondents were selected to support th e data collected fro m sample investor. 

Totally, III res pondents (84 investors and 27 government bodies) were se lected and the 

quest ionnaires were distributed from both groups. From these quest ionnaires, 72 questionnaires 

were properly filled and collected from sample investors, 25 questionnaires were filled, and 

collected from the government employees. From III distr ibuted questionnaires 97 

questionnaires were properly collected and the analyses were made separately 011 the 

questionnaire collected from the sample investors and government bod ies (the summarized 

respondent se lection method for the questionnaire is included in an nex 2). 

In terview 

In collecti ng the data through interview, the size of the interviewees was as fo llows. In the three 

sample woredas, 15 key in fo rmants were interv iewed with five key in formants from each sample 

woreda from the se lected investors and workers in the in vestment projects. Furthermore, 

interviews were made with six individuals from woreda government offices (woreda 

admini strations and revenue offices) and with four experts fro m Regiona l bureaus of investment 

promotion and Reven ue authority offices (two from each bureau). In addition, interv iews were 

made with nine community members in the three sam pled woredas. In genera l. interv iews were 

conducted with 34 individuals (10 from government offices, 15 fro m the in vestors and workers 

and 9 from comm unity members). 

Focus group discussions 

Three foc us group discuss ions were he ld by the resea rcher in the three sample woredas. In each 

focus group discussion, there were five discussants with the compositions of selected community 

leaders (prominent persons), individua l farmers, investors or businesspersons and government 

employees. The discussants were chosen from prominent persons or in formal community 

leaders, farmers who were permanen tly live in the woreda, investors were se lected by tak ing 

those who invest at least for two years and know the area, and concerned experts in Woredas 

agriculture and fura l deve lopment offices . 
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The data from primary sources were co ll ected and managed by training and employing four 

enumerators, who distributed and collected the questionnaire and the interview helping the 

researcher. The data from focus group discussions were gathered by the researcher only. 

1.5.6 Data Ana lysis and interpretation 

After collecting and editing, the data were coded and analyzed using Statisti ca l package for 

Social Sciences (SPSS version 15) . Descriptive statistical too ls like percentage, ratio, mean and 

correlation were used in analyz ing the data. Variables such as Characteristics of the respondents, 

trends of agricul tura l private investment, condition of work, status of revenue and determinants 

of agricultura l private investment were computed mainly using percentage and mean. The 

relationship between annua l revenue, land ut ilization and land acquisition were analyzed using 

bivarate correlat ion method. Finally, status of natural resource and prospects of agricultural 

private investment were ana lyzed by percentage and qualitative description usi ng information 

gathered through interview, focus group di scussion and direct observation. The data were 

summarized descriptively using graphs, tabl es and inferences were made depending up on the 

analys is. 

1.6 Scope of the study 

The research was lim ited to an assessment of agricultural private in vestment in Metekel Zone of 

Benishangul Gummuz Regional State. It focu sed on agricultural private investment reg istered at 

the regional and federa l level in the zone for the business purpose in the fo rm of private limited 

share company, sole proprietor ship and partnersh ip. Specifically, it attempted to assess the 

contributions of agricul tural private investment for deve lopment with special emphas is on 

government revenue and employment opportunity and depicted the constraints in re lation to the 

investors' termination and/o r dism issal, ad ministrat ion/ gove rn ance, infrastructure. financial 

institution, market and natura l resource conservation . 

1.7 Significan ce of the Study 

Since there are no expl icit studies Oil the topic in the region in general and Metekel Zonc in 

particu lar, it is expected to give valuable in formation for the regional government about the 

status of private investment in Metekel Zone. Recommendations of the research cou ld help 

concerned government bodies look for different options for maximizing the opportun ities from 
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agriculture private investment. Furthermore, it might serve as a springboard for other researchers 

and academicians as a base line fo r further studies in the area. 

1.8 Limitation of the Study 

Some important secondary data such as the segregation of investors in to sub- sector in 

agricultura l investment, the gap between planned and actual employment opportunity was not 

fo und adeq uately. Besides, since the data collection period was at the winter season most 

investors were not at the investment sites and thus it took many days to get some of the investors 

and there were investors whom the researcher could not contact for a simi lar reason . 

1.9 Organization of the paper 

The paper was organized into five chapters. The first chapter consisted of the introductory part, 

which contains background of the study, statement of the problem, objectives of the study, the 

research question, the scope of the study, significance of the study, limitation and organizat ion of 

the paper. In the second chapter, review of related li teratures is presented which deals with 

theoretical and conceptual frame works, contributions of private investment to development at 

international and national level, theoretica l and empiri cal evidences of private investment, 

features of pr ivate investment in Ethiopia, and other related literatures. In the third chapter, 

methodology of the study and description of the study area were presented. In the fourth chapter, 

data interpretation, discussion and findings were presented. Finally, chapter five incl udes 

conclusions and recommendations of the study. 
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CAPTERTWO 

2 LlTRATURE REVIEW OF PRIVATE 
DEVELOPMENT 

2.1 Concepts and Definitions of Private Investment 
2.1.1. Definitions of Key Concepts 

Investment 

INVESTMENT AND 

Investment is the action of people in th e present to ripe a benefit in the future and it invulves 

physical and financia l components. It is a series business that determines the future living 

condition of the people. It can be a tangib le or intangible asset, wh ich prov ides a periodic return 

or has the potential to increase in value (winger and Frasca, 1995). Thirlwal l (1974) stated that 

investment impl ies the sacr ifice of something now fo r the prospects of something in the future. It 

involves forgo ing the consumption of goods today in order to achieve greater consumption in the 

future . It needs sacrifices first and the retu rn comes later with different magnitude which is 

uncertain . 

Adrian (1998) defi ned investment as the cash out lay in the near future in exchange fo r the cash 

gained in the more distant future, either domestically or internationally. It is the expense of . 

monel' in expectation of additional return after some elapse of time. 

Jones (199 1) explained investment in terms of physical and financial aspects in wh ich machine 

and infrastructure are the main components of physica l investment. When investment is in the 

form of finance, it is putting money in to bond , common stock and mortgage. 

Getachew (1997) defined investment as the flow of spend ing in a given per iod that adds to the 

physical stock of capita l. It is augmenting the capita l power of the economy by increasing the 

capital stock of investment spending. 
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Private Sector Economy 

Private sector includes the success ful loca l conglomerate, small and medium size enterprises, 

cooperatives, amorphous and vital in formal econom ies. It creates job opportunity fo r the poor, 

uneducated and for peop le who do not have ' access to 'niche labor market in the ru ra l areas in the 

fo rm of small and micro enterpri ses where government and big compan ies do not dare to reach. 

In this way, it contributes to nationa l econom ic growth (Deborah and John, 2006). 

Taye (1995) stated private sector economy as business ventures such as who lesa le trade, contract 

construction, retail trade, service industry, finance, rea l state, mining, transportation and 

communication, public utili ties (energy and water), manufacturing, agri cu ltu re and others similar 

sectors. 

2.1.2. Conceptual Frame Work of Private Investment and Develo pment 

Private investment as the way to growth is the concept that is as old as human civ i lization. 

Sav ing and investment first began when the primiti ve people saved time from activit ies related to 

current consumption by hunting and then in vest in mak ing stone for collecting more food for the 

futu re hunting. In traditiona l agrarian society, the farmer was investing some grain and seed for 

futu re to acquire more grain, and some amount of grai n was so ld to purchase hoe, as the capital 

goods to ga in more output from agricu lture in the futu re. In the centra lly planned economy, the 

government col lected revenue and spen t on construction of infrastructures and other public 

utilities. In modern capitalist society, bu lk of saving and in vestment are mobilized by the 

households and firms (Debraj , 1998). Households save and fir ms invest. The households save by 

decreasing current consumption and hold the ir saving in the form of bank balance, share or bond. 

The investors fill the resou rce gap through bank borrowing, individual loan, government and 

stock market. This cyclica l relationsh ip between consumption, saving, investment and 

production leads to economic growth of a country (ibid). 

Private investment, particularly FDI, is a vital complement for growth and development. It 

contributes to susta inable economic growth over the long term in the form of know ledge and 

technology transfer, job opportunity, improved productivity, and enhanced competitiveness. In 

addition, it develops entrepreneurship and ultimately contributes to poverty reduction through 

econom ic growth and deve lopment (Asied u and Brempong 2008; UNCTAD, 2008). Private 
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investment has a substantial posi ti ve effect on socia l and economic development in which the 

contr ibution is creating the path from poverty through job opportunity and generati ng income. It 

has been depicted as the major source of job in many developing and trans it ional countries, 

especially for those who are operating on small and micro level, which is cons idered as a pro­

poor economy. This is because of the accessibility of the sector in the local areas and attainable 

within the capac ity of the loca liti es (Debora and John , 2006). 

Moreover, private sector investment and trade tend to st imulate and increase econom ic act ivity 

by increasing the income and saving of a country. Less loca l saving and less or non- investment 

has reta rded the growth of countri es (Anyana, 1985). 

F igure 2.1: Conceptual framework of private investment and its co ntribution to d evelopment. 
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The conceptual framework shows that investment in the private sector plays a pivota l role fo r the 

development of a country in general, and for the poor in some disadvantaged areas in particular. 

When private investment is opened up, it can reduce poverty through creating emp loyment 

opportunities, provid ing tax revenue for the government and contributing to foreign exchange. In 

this, government generates tax revenue at the firm level and at household leve l to prov ide 

infrastructure and services to the firm directly and strengthen the income of the household 

through profit and labor market indirectl y. 
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2.2 Theoretical Perception of Private Investment and Development 

Theories of private investment date back to 1930s when Keynes stated "General Theory of 

Investment". In this theory, Keynes observed that investment depends on the prospective 

marginal efficiency of the opportunity cost of the investment fund. It was also stated the need of 

investment by private sector as one means and potential source of growth (Workie, 1996) . 

Generally, there are two lead ing approaches in private investment theories. The first one refers to 

the neo-class ical theory of investment which originated from the work of Jorgensen (1963), and 

the second approach attributed to Tobin's q theory of investment (1969). 

2.2.1. The Neo- classical theory of investment 

According to this theory, variables that determ ine profitabil ity of the firm lin k to in vestment. It 

states that the demand for capital is positively related to the firm 's output and inversely related to 

the user cost of capital (Asmelash, 2007). Each factor util izes up to the point where the value of 

its margina l product eq ual s its price or alternatively where the marginal product equals the real 

price of the factor. Whenever the value of the marginal product exceeds the rental cost of capital, 

it is profitable to increase the capital stock. Among the assumptions of this theory, competitive 

markets and unitary elasticity of substitution between labor and capital are high ly significant. 

However, the empirical work conducted by Eisner (1968) and Nadiri (1970) criticize the method 

Jorgensen used to expla in firm's output and user's cost of capital. According to th is empirical 

study, the assumpt ion that the elast icity of substi tution is less than one and thus this Jorgensen's 

method of in vestment behavior overstates th.e response of investment to the use r cost of capita l. 

2.2.2. The Tobin q theory of investment 

According to this theory, investment is a func ti on of the increase in the market value of the firm 

because of installing or acquiring new capital/equipment relative to the cost of the equipment, 

the rat io called q (Work ie, 1996). Th is q theory forecasts that when the value of the firm exceeds 

the replacement cost of investment because of increased capital installation firms increase their 

capital stock. The q theory links investment activ ity to the asset markets and particularly, the 

stock and bond markets usually upon which the theory relied to provide a measure for the fi rms' 

value. However, this q theory empirical ly proved to be a modified version of the standard 
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neoclassical theory. From an empirica l point of view. the q theory has not enjoyed mllch Sll ccess. 

The neoclass ical theory has received more attention than this q theory of Tobin. The Tobin's q 

(marg inal q) is not observab le practica ll y. It can be observed onl y average q (that is, the ratio of 

the market val ue of the existing cap ital to its replacement cost) 

(www. tuli p.tskuba.acdp/lcmido/dlam/B/6/689214/4pd f. 11 1I 5/2008) 

In developing countries, these investment theor ies and principles are constrai ned and lack 

consistence as the result of financial repress ion, foreign exchange shortage, lack of 

in frastructure, economic instabi li ty and government intervention in economic dec ision-making. 

Therefore, the investment theories of developing countries should consider the different 

.characteristics of these countries. In the same way, the private investment situation of Ethiop ia 

like the aforementioned theories operat ing under various constraints and has not clearly 

a!1icul ated which approach is best suited (Workie, 1996). 

2.3 Private sector investment and development nexus 

Private sector investment, employment and income source for the poor are interrelated activ ities. 

It is the order of free market economy in both developed and underdeveloped countries since few 

decades ago. The employment opportun ity and income source from private sector should be 

fue led by investment and entrepreneurship. Creating huge number of employments in pr ivate 

sector helps to generate government's re venue, wh ich needs to expand access to health, 

education and infrastructure services. These im proved services in turn increase productiv ity and 

lead to rapid economic growth. It also benefits the country at large and the poor by creating 

market and providing income-generating sources. To achieve these goals, it is necessary to 

mob ilize resources for in vestments from domestic sav ings, changing some of the remittance fund 

to investment and attracting inward investment from abroad that enhance utilization of the 

exist ing resources effic iently and compet itively (OECD, 2005) . 

The government can increase efficiency and reduce the cost of product ion by service de livery 

and privatizing public enterprises and offering appropriate su pport for the pr ivate sectors. Pau l 

ei'al (I 998) asserted that privatizing public sector production and services are effic iency based, 

that is, market oriented approach is the key for competition and entrepreneu r development and 

fu rther enables efficient resource allocat ion . Moreover, in market orieJ1led economy, the 
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deve lopment of pr ivate sector is the main engine fo r economic growth in the soc iety. In add ition, 

it has had cumulat ive effect in raising purchasing power of the people. Greater private sector 

investment also has had an impact on increasing investment in public ut ilities as well. These 

util ities can be attained through either direct involvement of private sector developers in 

production or through partnership between pr ivate and the public sector. This kind of investment 

on the public utiliti es is believed to enable developing countries to improve se rvice de live ry to 

the people at large and create enabling investment env ironment. Instantl y, these improved 

service de livery and enabl ing environment for investment wou ld attract FDl to the host countries 

which would increase productivity and job opportun ity (UNCTAD, 2008). 

In addit ion, in Africa, empoweri ng private sector economy is considered as a new type of 

democracy. These assumpt ions arise from the notion that maximum efficiency can ensure proper 

uti lization of the resource by the private owners than public properties (Moeletsi, 2006). 

The standard arguments that support the presumption of pr ivate sector economy as an important 

element for development than government control are as fo llows. First, without restriction, 

market can allocate max im um products for the consumers and maximum product ive inputs 

among the producers accord ing to their preference. If the government hand les these complex 

a llocations of tasks. it needs high governmental responsibil ity and incurs decision cost. Second, 

it has abi lity for more flexibility than governmental contro l. In the private economy, it is possible 

to make the ma rket flexib le within the dynamic condition. The adapt ive nature of private sector 

to the changing cond ition of the economy automatically provides incentive for growth, 

innovative and structural change. Whereas when the economy is in the hand of government, it 

wi ll be either unable to manage the dynamic condition of the market or slow to achieve the 

change. Third, it provides greater scope for dispersion of economic power for the private 

sectors. Allowing this greater scope in turn encourages democratic government through 

pluralizing the economy and ensuring individual liberties (Gillis et aI., 1996). Private companies 

have to prov ide corporate socia l responsibilities (CSR)3 while operating investment activities for 

the community th at prov ides public servi ces while con tribut ing to government revenue. The 

author pinpointed that in Zambia in the yea r when copper prices arc good in intemalional markel, 

, Organization's obligation to maximize its [positive] impact on stakeholders and minimize its 
negative influences (the author). 
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mining contributed 50percent of country's foreign exchange rate and two- third of centra l 

government revenue (Lungu, 2008). 

However, there are some other arguments which indicate private sector economy is not the on ly 

strong so lution for development. Marieke de Ruijteldewi ldt et al. (2006) argued that parallel to 

the involvement of pri vate sector in economic development, the role of the govern ment is needed 

in checking whether the development is making market work for the poor (MMWP). Similarly, 

government has an indispensab le role fo r train ing and preparing the human power for the private 

sectors according to the sectoral vari at ion and as per needed. Furthermore, investment in some 

bas ic public services is not worthwhile and efficient for private sector investors. It needs the 

involvement of the government to provide adequate and equitable service for the whole people. 

Debora and John (2006), argued that private sector fail ed to make sustai nab le return on their 

investment in some bas ic public services in developing countries. As a result, trying to privatize 

these basic pub li c services has widely encountered political oppositions due to ineffic iency and 

inadequacy of the servi ces. 

In the least deve loped countries, especially in Africa, the withdrawal of public sector from the 

market by eliminating a ll kinds of the parastata ls showed the gap that has not been adequately 

filled by the private sectors due to high transitional cost and ri sk characteristics of some of these 

investments (WB, 2005). 

Intervention of government In private sector economy directly in product ion of goods and 

services of some public utilities and indirectly enabling investmen t environment lor the private 

sector is very important in under developed and developing economies. This conclusion 

substant ially challenges the theoret ica l assumption of private sector investment and the 

neoclassical theory of free market economy without government intervention in these developing 

and under developed economy. In Ethiopia, the efficiency of private sector economy has tended 

to decline than the public sector undertak ings (Work u, 2000). 

According to the iJroponents of this idea, governmen t interventi on in private sector economy to 

support investment in developing economy strengthens and ensures the sustainabil ity and 

profitabili ty of the private sector, but not rep lac ing it. The interventions are desired because of 

the existence of imperfect market and externalit ies . Therefore, the government should strengthen 
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the private sector economy by providing supports in the form of research and development, 

investing on pure public goods, avert ing risk and uncerta inty, reduc ing in formation asymmetry 

and providing information and investment promotion (Anwar, 1995). 

In general, the intervention of the government is not contrad icting with private sector 

development and not denying the benefit of the sector, but makes it more effic ient and 

productive. 

2.4 Empirical Evidence of private sector investment and Development 

Prioritizing private sector developers in public service delivery and efficien t production of goods 

and services were well defined in 1980s and 1990s. [n 1980s privatization of public owned 

enterprise began to be recognized and used as the too l fo r economic change in Lat in America, 

Asia and some African countries. 

[n Buenos Aires, Argenti na, pri vatizing water sector fo r water supply and sewerage system had 

recorded a pos iti ve increase than the peri od before pr ivat izing the sector. As the result, 

investment in thi s water sector through privatizat ion finally was permitted 100 percent coverage 

in water supply and 93 percent in sewerage system. It represents addit ional popu lation of 4 

million to 4.5 million that benefi t water supply and sewerage services (Emanuel and Klas, 1995). 

In China, power generation projects were given to private developers in 1980s and 1990s. By 

midd 1998, 34 larger power sup ply projects' and about 200 smal l power suppli es were carried 

out by the private sector.These power supply reforms, wh ich were developed by the private 

sector developers highly increased Ch inese power supply even in excess of the ex ist ing demand 

(WB,2000). 

In the way to promote private sector, China took some reforming measures to enhance private 

sector in power generat ion such as clear, unambi guouse, transparent and more stream line 

process, tariff approval and adjustment, credit worth ness, ensuring contractual compliance and 

enforceblityand reducing fo reign exchange risk (Ibid). 

4 Greater tha n 100 MW Ge nerat ing capacity 
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In the same way, there is also empiri cal ev idence that substantiates the impor1anc~ of pr i \'a t ~ 

sector in the development of countries. According to OECD (2005), donor countries have spent 

significant share of their aid (an average of USD 21 billion a year between 1998 and 2002) 

believing that mobilizing private investment would contribute for country 's development. This 

amount was funded to improve the investment climate in deve lopi ng and trans ition countries and 

this was about 26 percent of all foreign ·ass istance. More of these donations were gone to 

infrastructure development and most ly provided as loans. In addition, donors spent an average of 

USD 3 billion a year on firm- level assistance, principally support for mic rofinance and business 

development services. 

Moreover, the distribu tion of private in vestment is also varying th roughout the world. It is less in 

SSA compared to North African and As ian countries. The average investme nt rate in the sample 

of African countries was 7.94 percent compared to 12.06 percent in Middle Eastern and North 

African countries, and 11.60 percent in other developing countries. Meanwhile, public 

investment has a larger share of GOP in Sub-Saharan Africa (8.31 percent) than in other 

developing countries (6.9 Ipercent) excluding Midd le Eastern and North African countries 

(14.1 percent). The combination of relatively low private investment and relative ly high public 

investment means that the ratio of public sector investment to private sector investment in Sub­

Saharan Africa is substantiall y larger than in most non-oil produc ing countries. It is also 

considerab le investment distribution variation across African countries than in other regions. In 

addition, real domestic interest rates and credit availabi li ty to the private sector are lower in Sub­

Saharan Africa than in other non-oil producing developing countri es while there is not much 

visib le difference in average growth rates ac ross regions (WB. 2000). 

Apart from sectora l di stri bution, countries of the world had also achieved great development goa l 

through producing and exporting primary agricultural products. The United States, Canada, 

Australia and Denmark had become deve loped countries by fo llowing primary agricult ura l 

export path . Argen tina had go ne through the same path in the way to development. Similarly, 

many count ries in the third word such as Colombia. Mexico. Ghana. Nigeria. Malavsia and the 

Philippines had undergone significant changes even though onl y part of the de velopment way 

has been achieved (Gillis et aI., 1996). 
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Agricultu ral firm s employ the largest num ber of people in many deve lop ing countries. As seen in 

China and Vietnam since 1980s, these private firms in agricu lture had reduced poverty (Debora 

and John, 2006). Furthermore, liberalizing investment po li cy towards FDI can increase 

employment and country's development. Empi rical study in Africa revea led that li beral izing 

investment pol icy by the countries cou ld increase employment for unskill ed workers located in 

the rural areas where agricultura l investment took place. In addition, it ensured that the po li cy 

wou ld reduce income inequality in the countries and diversify the investment opportuni ty across 

the regions. On the contrary, multilatera l investment in Africa concentrated in pr imary sector and 

natural resource which tended to generate very little employment and therefore had limi ted effect 

on poverty reduction (A siedu and Brempong, 2008) . 

Although private sector economy has been argued fo r as highly preferred fo r hav ing high 

performance than the public sector investment, some empirical evidences on the re levance of 

ownership suggests that there is no stati stically signifi cant difference between the effi ciency in 

performance of public and private operators in public utilities, like water and energy supply. In 

2004 the Asian Development Bank conducted a su rvey of 18 citi es in Asia, which included two 

cities with private sector privi leges (Mani la and Jakarta) found that they we re performi ng 

significantly worse than most public sector operato rs on some indicative measures such as 

coverage, investment, and leakage. Accordingly, the percentage of households connected to 

water su pply in Mani la and Jakarta is lower than all other cities except one (U laanbaatar). The 

percentage with access to sewerage in Manila and Jakarta is lower than in any of the other cities 

except one (Vientiane). The percentage in capital expenditu re (US dollars per connection) in 

Manila and Jakarta is much lower than in cities such as Delh i and Dhaka (David and Eman uel, 

2005). 

In general, from the above literatures, it can be concluded that the performance of private sector 

investment is more efficient in production than public util ities. Among public utilities and public 

goods, public investment or public-pri vate partnership (PPP) and the interference of government 

are more efficient and important. 
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2.5 Contri butions of Agricultul'a l sector for Development 

Agricultural deve lopment plays a vital role in determ ining the overall development of the 

developing countries. This is because the people of poor countri es make their living from the 

land. FUl1her, agriculture is an industry with a diffe rent ho lding capacity than the others and 

accounts 60-70 percent of employment opportunity in developing economies. Therefore, it is 

crucial and need considerab le understanding that the leaders of these countr ies concern for their 

people's welfare through improv ing the status of agricul tural development to the exten t at grass 

root level (Gillis et' aI., 1996). In Malaysia, the export of agricultural products accounted 

substantial role fo r development. From the year 1965-1992 onwards, a, th~ result of huge 

primary products, wh ich support the manufacturing sector, Malaysia economy has sustained a 

high growth over 6 percent per annum (Ibid). 

Agriculture sector is a strategy fo r SSA in the long-term development program, since the region 

is high ly dependent on agriculture for income, employment and export earn ings. That is the 

reason why the sector attracts attention fro m multilateral and unilateral donors as the possible 

strategy for development. It contributes about 35 percent of GNP, 40 percent of IOta l export 

earnings and two-third of the populat ion 's income (WB, 2000). 

To raise the futu re investment in agriculture, the host country's government needs to give due 

attention to some established princeples for successfu l development such as sound policy 

framwork which can attract investment, long-term institutional development, focus on some 

core public goods ( forexam ple, research and development and Road net work), empowernment 

of the private sector investment and indiv idual fanners are crosscutting themes in agricu ltural 

investment (\VB, 2005). 

2.6 Constraints of Priva te sector investment 

Investment is best suited under favorable investment climate. This suitable climate attracts and 

promotes investment, percei ving that it is the dri ver of economic growth and development. 

Marieke et'al. (2006) stated that the enabling investment environments are the key role to attract 

foreign investment and motivate the domest ic investors such as the policy, legal and regulatory 

framework, external trade policy and macroeconom ic polic ies . In addi tion, Governance and 

insti tutions, physica l security, the social and cultura l context of business, access of fi rms to 
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financial and business services, and the ava i labil ity of physical and soc ial infrastructure services 

can be the main enabling env ironments that a country should make effort in order to attract and 

promote private investment. 

Geeta et al. (2003) stated that macroeconom ic, infrastructure and institutions are the three main 

factors that influence investment climates. Unfavorable investment climate leads to ineffic iency 

of pr ivate sector and reduce the vibrant efforts of private sector investment. Specifically, the 

commonly observed constraints of business and investment climate throughout the world are tax 

and regulation of the country, financia l viability, po licy uncertainty and instabi lity, corruption, 

governance and quality of public services. Besides UNCTAD (2008) exp lic itly pinpointed that 

infrastructure is the lead ing constraints of private investment (mainly economic infrastructure, 

such as telecommunication, electricity, water and sewerage, airport, road, rai lway and seaports). 

The impacts of these constraints are varying according to the development level of the countries, 

business type and regional location. 

Tax regulation of the country 

Tax and regulation impositi ons are severe im pediments on private investment throughout the 

wo rld. Neverthe less, the degree of its impact differs across countries based on the level of 

development in context to tax admin istration, firm specific, regiona l variat ion and experience of 

the countries in administering tax and regulatory frame works. Inadequate design and 

administrat ion of tax and regu latory frame works likely reduce the firms' ability to grow. 

Likewise, countries with proper tax administration and favorable regulatory frameworks can 

attract investment and support their economic growth (Geet et aI., 2003) . 

. Constraints of financing 

The other leading constraint of private investment is finance. Financial constra ints across the 

world are high interest rate by the financi al institutions and lack of long- term- access to credit, 

high collateral requirement, bank paperwork and lack of credit informat ion (ibid) . 

Policy Uncertainty and insta bil ity 

The uncertainty and instabi lity of countries' investment policies markedly affect the private 

sector investment. Investmen t that is made in poor policy environment produces poor result. 
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Macro economic instabili ty (inflation and exchange rate) is cons idered as the main policy 

constraints to investment. The other component of policy instability or uncertainty is 

government 's abi lity to predict, consistence and transparent in generating economic and financia l 

policy. Moreover, policy uncertainty and stab ility is associated with the laws and regulations that 

the government adopts and it can affect the firms posit ively or negatively. Even though in most 

countries, markets are more open and most parastata ls downsized to the private sector, changing 

the policy reform from the first generation to the second generation of private hegemony to 

enhance competitiveness and growth is remaini ng (W8, 2005). 

COrJ"lIption 

In a preli minary measure, corrupt ion can be administrative/ bureaucratic bribe. In a grand 

manner, corruption can be rel ated with cases that can affect the firms in the way towards 

business formation, that is, the amount of revenue the investors pay illicitly to the offici als or 

indiv id uals for obtaining services. Similarly, lean ing laws, poli cies and regulations by the 

individual investors towards their advantages are considered as grand corruption. The offici als 

.in most developing countries commonly ask bribes to deliver servi ces that incur the cost over the 

legal payment. It shows that at finn leve l, in various sectors, bribing is a seri es problem, which 

retires private sector investment. The amount and frequency of bribe asked for offering services 

can determine the degree or the constraints. Moreover, corruption leads to weak governance in a 

way that when on every occasion investors influence laws and regu lations by bribing and rent­

seeking activ ities (Geeta et aI., 2003). 

Governance 

Good governance is a prerequ isite for we ll funct ioning markets. attractive in vestment condit ions 

and a sustainable allocation of investment capital. The principal elements of good governance are 

accountab ility, transparency, efficiency and effectiveness, responsiveness, forward vis ion and the 

rule of law. Lack of these elements or their be ing hampered by corrupt ion hinders the system of 

tax collection and adm in istration . Good governance reflects the capacity of the government in 

implementing policies and programs with transparency and accountability. In the rura l areas 

where majority of the population of develop ing and under developed countries are living. the 

quality of governance is low. This is due to low level of education, lower qualification of civil 
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servants and deep rooted tradit iona l way of life and paternal ism (WB, 2005). These impose the 

scope and development of public investment and result in less performance of the government in 

providing economic infrastructure fo r private in vestments . Weak governance can lead to 

inaccessibility offirms to tax compliance, operate unofficially and tax evasion as well. 

Quality of public services 

Quality and efficient public service delivery Improves the efficiency and productivity of the 

firms whereas poor service delivery system diminishes the growth of the firms. Quality of public 

service is a key dimension of the business environment and it is an ind ication of good 

governance. Providing service with neutral ethics for all service users is cons idered as the best 

kind of service de livery. Public service delivery is measured as government efficiency and 

quality of spec ifi c public services. 

Infrastructure provision 

UNCTAD (2008) asserted that provision of quality infrastructure is the prerequis ite for econom ic 

and social development. In developing countries, the infrastructure need of private sector is 

greater than the prov ision by the government. As a result, private investments in thcsc countries 

have highly stagnated. In addition to the impediments, frequent disputes have aroused with the 

investors on the accessibility and availabi lity of infrastru cture. These infrastructure fac ilities are 

scarce and the gap between need and provision is widening as the result of various factors such 

as its capita l- intens ive in vestment and complex work, its monopolist ic and oligopo li st ic 

characteristic, its pub lic good characteristics in which all the citizens claimed to get the serv ices 

as the right without exclusion. Moreover, it relates to human ri ght, the society regarded access to 

infrastructure as political and social issues. and fin ally. infrastructure is the key determinants of 

economic development and transformat ion. Therefore, countries with less economic growth 

cannot provide sufficient amount of infrastructure as per the need. In turn , it put high pressure on 

private sector per fo rmance and countries' development. 
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2.7 Historical perspectives of private Investment in Ethiopia 
The private sector economy in Ethiopian viewed in three main phases, i.e., pre- I 974, 1974- I 990 

and post- 199 I. 

Pre-1974, Private sector investment in Ethiopia 

During thi s period, the economic system was a fe uda l economy where land was the main source 

of economy and reflection of the statu s and dignity. To achieve the desired economic goal 

through private sector development the government issued commercia l code with proc lamation 

num ber 166/1960, with the aim of ensuring stabili ty, security and providing suffic ient, clear and 

flexible fram ework within which trade and commerce fl ouri shed and grow in the country 

( Negarit Gazeta of the Empi re of Ethiopia, proc lamation N°. I 66/1 960). This promotion urged a 

number of private sectors to operate in di fferent finns including insurance companies, banks, 

factories, construction industries, and mining. 

Although the banks were se rvi ng the business community, they were concentrated in Addis 

Ababa. Many of the merchants were foreigners from Armenia, India and Arabia who were 

engaged in export commodit ies. In 1963. the private sector economy accounted more than hal f 

of the overall in vestment act ivities and more than three- fourth of construction sector (Taye. 

1995). 

Even though, the attempt of the government was for modern ization and desired to change the 

economic condition of the country, the private sector investments were very less and mainly 

operated by the foreigners. The feudal system of the economy and poor attitude of the educated 

peop le towards entrepreneurship and private sector development were the main problems of 

private sector economy and retarded the attem pt of the gove rn ment pol icy towards privatization 

and modernization. Those educated people considered private sector as the area left for 

uneducated citizens wh ile government work was seen as the sign of dign ity . In the same way, 

lack of entrepreneurship ability contributed to less development of private sector and the feudal 

lords were highly opposed the capitalist system from penetrating and prope rly operating in the 

country. In addition to the aforement ioned impediments. lack of interest by the foreign investors 

due to insecurity and fear of risk hindered the growth of private investment in Ethiop ia (Ibid). 
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Private sector investment from 1974-1991 in Ethiopia 

The overthrow of Emperor Hai le Sellasie I in 1974 changed the econom ic policy of the country. 

In 1974, the government nationa lized private owned en terpri ses to the public ownership. 

Furthermore, the policy also nationalized al l the fi nancial sectors and majority of the industries 

in the country. In 197i, proclamation was issued that prohibited persons who have permanen t job 

from having industrial or commercial licenses, private sectors were not all owed to involve in 

more than one bus iness act ivities, having more th an one license except foreign trade activities 

and having/forming bus iness branches (Asmelash, 2007). Besides, private fo re ign investors were 

not allowed to in vo lve in investment separately or join tl y wilh domestic invcslors. IJol'cvcr, lhis 

policy had loosen when the government interested to invite foreign investors to invest jointly 

with the Ethiopians public enterprises with proc lamation No 235/1983 in 1983 . 

Generally, the overall situations of private sector in the year 1974-199 1 had not convenient for 

pr ivate investors as the resu lt of command economy policy. The situation seems changed in 

1989/90 when the government changed its econom ic policy from command to Mixed economy. 

However, as the result of the abdication of the government ('Derge ') in 199 1, the new economic 

policy was not functioned more long (Taye, 1995; Workie, 1996). 

Private sector developmen t post 1991 in Ethiopia. 

In 1991 with the new government came to power, the command economic policy was 

overthrown and rep laced by free market economy. In November 199 1, the tj'ee market economy 

had issued and the government restricted itse lf to the essential se lf-sustained industria l bases, 

unattractive sectors for private and/or those beyond the capaci ty of private domestic investors. 

This free market economy promoted the private ownership and pri vatized the public sector 

economy (EEA, 2005). Similarly, in order to encourage, promote and expand private 

investments, the Government has issued a liberalized investmen t code and establ ished the 

Ethiopian Investment Authority (EIA) in 1992 by the proclamation No 15/ 1992 and Regional 

Investment Bureaus. During the period, private sector economy promoted and pu blic sector 

economy has privatized through step- by- step withdrawal of the government from controlling 

the sectors. Besides, privatizat ion proclamat ion No. 8711994 issued to establish the Privatization 
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Agency that fac ilitated privatizing public enterprises and promoted the free market economy 

(Taye, 1995) . 

Moreover, since 199 1, promotion of investment and private sector have done practically through 

differen t investment incentives and enabl ing suitable environnients. These incentives are tax 

exemption from the payment of import customs duties and other taxes lev ied on imports of all 

capita l goods includ ing plant machinery and equipment, import spare parts free of custom du ti es 

whose value is less than 15 percent of the tota l value of imported capital goods. As far as tax 

holiday concerns, an income tax hol iday rang ing from I to 5 years and all ow an add itional yearls 

for the business enterpr ises that incur losses during the tax holi day period. Depending upon the 

choice of the in vestor either a straight line or an acce lerated method can em ploy for the 

calculat ion of deprec iat ion allowances. Any investor fore ign or local is ent itled to have ded uction 

of expenses incurred fo r research, im provement studies or training from hi s taxab le income. In 

addition, any remittance made by a foreign investor from the proceeds of the sa le or transfe r of 

shares or assets upon liquidation or winding up of an enterprise exempted from the payment of 

any tax. Urban land may also grant free ly or without public tenderi ng which is to be util ized for 

investments that the government encourages or for social services establ ishment or fo r other 

purposes which is directl y benefited the public (FOR F Negarit Gazeta Proc. No., 84/ 2003). 

2.8 Share and Trends of Private Investment in Ethiopia 

Share and trend of private investment in Ethiopia 

Private sector investment in Ethiopia laid a grou nd before 1974, during the reg ime of Haile 

Se llasie I, and retarded from 1974-199 1 when the economic system of the country ruled under 

the command system of socialist ideo logy. After 1991 , the free market economy policy of the 

government has promoted the private sector in vestments and as a result number of regi stered 

projects, investment finance and employment opportun ity have been increased (Work ie, 1996). 

Further, the same source depicted that before 1974, the share of pri vate investment was greater 

than the public. In 1963, the private sector economy was owned 60.4 percentage share of the 

overall investment, and 79 percent in construction sector. On the other hand, public sector 

investment owned 39.6 percentage sha re of the overall investment in the country. At the end of 

1974, the share of pr ivate investment to tota l ·investment was 39.5 percent and dropped to 11.7 
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percent in 1989. The overall contribution of private investment to the GOP of the country from 

1974-1996 was 3.3 percent per annum (ibid). 

Figure 2.2: Share of private investment in Ethiopia in comparison with public sector investment 
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According to NBE (2008), number of private investments has increased over the time following 

favorable investment environment created at the Federal and Regional level. From 1992/1993 to 

2006/2007,25,835 investment projects were registered at federal and regional level. The amount 

of investment capital registered to run the projects was Bf. 322.86 billion ETB. In 2008, the 

figure increased to 37,211 in investment project, 551.691 billion ETB in investment capital in 

which 87 percent were domestic investors, 12.7 percent were foreign investors and 0.3 percent of 

the projects were public enterprises. The total investment projects registered between the years 

200212003 to 2006/2007 were 72 percent of the projects which were registered from 1992/1993 

to 2006/2007 with the capital amount of75.8 percent. The overall share of private investment in 

the country increased before 1974, decline through 1974-1991 and conversely increased with 

high increasing rate after 1991. In 2007, the share of the private sector rose up to 99.3 percent 

(ibid). 
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Figure 2.3: Trend of private investment in Ethiopia in comparison with public sector investment 
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2.9 Major constraints of private sector Investment in Ethiopia 

Getachew (1995) stated that in Ethiopia before 1974 and from 1974-1991 , private sector 

investment was weak and not at a considerable growth level compared to post 1991 . The author 

indicates that, beforel974 less ability of entrepreneur, the feudal system of the economy and 

poor perception of the society towards private sector economy were highly cunlributed for less 

growth of the private sector investment. From 1974-1991 , the command economic system under 

the socialist ideology hampered the growth of private sector investment in the country. This was 

resulted in the private economy had no access to foreign exchange, there was investment capital 

ceiling and poor credit policy that crowding out the private sectors while motivating the public 

enterprises and co-operatives. This poor credit policy in turn made the private sector depended 

on traditional credit services that charge excessive interest rate. In addition, there were market 

and distribution constraints during the period and the sector faced competition from cheap import 

with those that have comparative advantage from the government subsidy. Furthermore, 

adaptation of fixed exchange policy, over valuation of the domestic currency, which created the 

shortage of foreign currency for import of inputs and consumer goods were the substantial 

constraints of private investment in the country. The Fiscal policy of the country was also strong 

impediment for the private sector investment in which the overall progressive tax system and the 

business tax reached up to 89 percent and calm down the private sector. This fiscal policy in turn 
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highly encouraged the government to invo lve in all sectors of the economy while crowded out 

the private sector. 

After 1991, inadequate infrastructure, length of business sta rt up time, trade liberali zation and 

infa nt industries, low saving as the result of depressed economy for sma ll and med iu m scale 

enterpri ses, high interest rate and wcak o rganizalion~ll sys tL'Ill S \\ ere th e m;:!in ((lJl S lr~li 1l 1 ~ :tilL! 

challenges. of pr ivate sector investmen t. In spite of the constra ints and challenge are not yet 

completely so lved , pri vate sector investment of the country has showed im provements recently. 

It is believed to be as the result of efforts exerted to enable investment env ironment and tr ied to 

set appropriate legal and regulatory systems for promoting investments at Federal and Regional 

levels. However, the major constraints such as infrastructure, go vernance, corrupt ion, financing 

and enforcing legal and regulatory systems, insecurity of land tuner and prevalence of insecurity 

are still the prevailing constraints (Getachew, 1995; EEA, 2005). 

2.10 Features of Agricultu ral Private investment in Ethiopia 

According to Getachew (1 995) in Ethiopia, agricultura l private in vestment was started during 

the regime of Emperor Hail e Se ll asie I. At the end of 1960s there were some educated persons 

and government offic ials of the cOllntry in vo lved in agricultura l investment under modern fa rms 

of some cash crops. During social ist regime of 1974-199 1, state farms were given due attention 

and the private fa rms were crowed ou t. After 199 1, the sector st ipu lated as incentive taker 

investment, which was issued in the investment codes of the country. EEA (2005) stated that the 

creation of investment promotion institutions at Federal and Reg ional level and incentives such 

as import of farm machines as well as tax holiday a llowed notab ly mot ivated domestic investors 

and attract fo reign investors in the sector. Nonetheless, the rea li zation to develop the sector is not 

as expected in compared to huge resource endowment. This may relate to insecuri ty of land 

tuner, lack of peace and secur ity and poor infrastructure. 

Recently, in sp ite orthe fact that relatively stable and enabling env ironment has observed the rate 

of growth is low with the ave rage increasing rate less than 2 per year as indicated in annex 5. As 

the data, the agricultura l sector investmen t projects account 20 percent share in the year 

200412005 and 24 percent in the year 2007/2008. In capital share, it accounted 23 percent in 

2004/05 and 22.7 percent 111 2007108 . Similarly, the employment opportunity created in 
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permanent and temporary workers accounted 27 percent and 89 percent in 2004/2005 and 42 

percent and 67 percent in the year 2007/2008 respect ively. The rate of increment in the sector 

was positive over the given years on average. Besides, the capacity of agri cu ltural private 

investment sector in creat ing employment opportun ity accounted the largest amou nt even more 

than the average employment opportunities observed in the tota l investment throughout the four 

years (EIA, 2008, NBE, 2008). 
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CHAPTER THREE 

3 Description of the Study Area 

3.1 General Profiles of The region 
The Constitution of Ethiopia. under altic le 46 sub articles 2 of FORE constitution, established 

the Benishangul-Gummuz Regional State (BGRS) in 1994. It constitutes one of the nine 

federated regions of the country. The region stretches along the Sudanese border between 09. 17° 

and 12.06° N. The Western and Eastern limits are given by the longitudes 34. 10° and 37.04°E, 

respectively. The Amhara, Oro miya and Gambella Nat ional Regional States are bordering the 

reg ion in the North, East and South directions respecti ve ly (BOFEO, 2008). 

The region is divided into 3 zones 19 woredas and I "special" wo reda. The total area of the 

region estimated to be about 50,380Km2 The Blue Nile (Abay River) divided the region in to 

two parts . The Northern part, Metekel Zone comprises an area of26, 560 Km2
, and the Southern 

part, Assosa Zone, Kemashi Zone and Mao-Kommo special Woreda compri sing an area of 

23,820 Km2
. The region's elevation ranges from 580 to 2,731 meter above sea level. The major 

palt of the region, about 75 percent is lowlands (Kolla, below 1500m above sea level), 24 

percent is midland (Woyna Oega, I ,500-2,500m above sea level) and only I percent is highland 

(Oega, above 2,500M above sea level) ( Ibid) . 

According to the population census or2007, the region has popu lation size of670,847 and out of 

this, 85.4 percent reside in rural area and 14.6 percent in urban area. Gross education coverage of 

the region is 107 percent and the net enrollment is 77.9 percent at the end of 2006. In similar 

circumstance, the health coverage of the region is 56 percent in the same year . 

Benishangul-Gummuz has suitable agricu ltural land and mineral resources. It is proved that the 

region is rich in gold and base metals such as zinc, lead, copper, and considerable reserves of 

marble, sili ca and clay soi l. Gold and marble are the most significant mineral resources of the 

region . Based on the regional potential, IllOSt of the reg ion investment is in agricultural sector, 

Educat ion, Incense and Gum production, Hote l and Marble extraction. 
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Accord ing to BG RSIPO (2008), 4 I 9 investment projects have reg iste red and/or started operation 

with a total investment capital of 1,256,105,923.00 ETB. These investment projects are expected 

to create 61 ,193 permanent and temporary job opportunities. Most of the in vestment act ivities in 

Ben ishangul-Gummuz Region take place in the agricultu ral or agro-ind ust ri al sector (includ ing 

incense and gum). This sector accounts fo r 86 percent of the operational and pre-operational 

projects and 97 percent of the investmen t volume in the region (ibid) . 

In general, the region is predominantly agrari an with about 85.4percent of the population living 

in rural areas. Small-scale agriculture (fami ly fannin g) is dominating. The subsistence 

agriculture is the livel ihood for the majority of the population ofBenishangu l-Gummuz. Farming 

is the major source of food and cash income. Sorghum and maize are the staple cereals. The 

contribution of livestock to household economy is small, due to difficulties in li vestock rearing 

because of rampant livestock diseases. Larger agricultural investments have been started on ly in 

most recent times. It still does not account for a larger share of the agricultural production and 

deve lopment as the resu lt of new venture in the sector. 

3.2 Description of Metekel Zone 

3.2.1. General profile of the zone 

Meteke l Zone is one of the three zones of Beni shangul Gummuz Regional State that comprises 7 

woredas and 130 kebeles. The total land cover of the zone is 26,560 km2 The ad min istrative 

structure of the zone has not recogn ized legally as administrative tires of the government. It is 

part of the regiona l admin istrative organ that has been delegated the admini strative functions to 

faci litate between regiona l and woreda governments. 

According to the census result of 2007, the total population of the zone is 273,349; it is 

41percent of the total po pu lation of the reg ion with 10.5 population density per km2 Gender 

wise 50.42percent are male and 49.58 are female. In spatial distribution, 15.7percent and 84.23 

percent are residing in urban and rural areas respectively. In the zone, there are various ethnic 

and language compositions. Mainly Amahara, Sh inasha, Gumm uz, Oromo, Agewe, Kambata, 

Hadiya and Tigre are settled. Among these ethn ic groups, GUIllI1lUZ and Shinasha are the 

indigenous ethn ic groups. 
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Figure 3.1 Administration map oftbe study area 
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3.2.2. Social Sector 

Education sector 

Education is the most important sector for regional econom ic, soc ial and po litica l development 

of the society. The regional government has made many efforts to enhance high leve l of 

education coverage in the region. In the zone, there are 139 schools with the tota l of 49,556 

students enrolled in pr imary and secondary education. The ratio of teacher- student in the zone is 

I :44 and I :70 in pr imary and secondary schools respect ive ly whereas the classroom student ratio 

is 1 :60 in both primary and secondary schools. The educational act ivity of the zone has highly 

increased recently compared to the previous period. Before 199 1, the number of schools in the 

zone was very small. Only 2 secondary schools and about 50 primary schoo ls had serving the 

society over long periods (Education Department of Met eke I Zone, 2008) . 

Health sector 

Health care serv ices are the main and crucial issue for the hea lth work fo rce. The region in 

general and Meteke l Zone in part icu lar have hi gh vulnerabi li ty with malaria disease. To combat 

this disease, the regional government has made a good effort since fe" years. Taking these 

efforts into consideration, currently there are 24 clinics, 32 health posts , 9 health centers, 7 

V.C.T/ART centers, I hospital and I health training inst itut ion are available in the zo ne. 

Accord ing to BOFED (2007), in fant, child and under five mortality rates are very high. Almost 

every fi fth child born in the region dies before it reaches an age of five . This figure is we ll above 

the Ethiopian average. About 29 percent of the population does not have a health facility within 

an access ible distance. The lim ited access to health serv ice further indicates the low coverage of 

matern ity care and chi ld vaccination. Mainly the inaccessibi li ty of the health services is becomes 

a serious problem as the result of sparsely human settl ement of the population in the zone and 

less capacity of the regiona l government to provide the se rvices in suffic ient manner. 

3.2.3. Economic sector 

The livelihood of the majority of the population of Benishangul-Gummuz is based on 

subsistence agriculture. Farming is the major source of food and cash income. Sorghum and 
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maize are the stap le cereals. The contribut ion of li vestock to household economy is small due to 

rampant livestock di seases. 

In Metekel Zone, cu ltivated land covers less than 5 percent of the total land cover. In especial 

condition, the zone is one of the area in which gold depos it abundantly exists in addition to 

suitable arable lands. The prominent area where gold deposit found is around the Korka River 

and its surrounding areas in Bullen Woreda (BOFED, 2007). 

Potable water coverage 

The zone is potentially rich in surface and sub-surface water resources. However, to utilize these 

resources little was done. According to data collected by Bureau of Finance and Economic 

development GIS/RIS, in general , there are 152 number of Hand Pumps, 21 Deep ~\: II, 2 

Motorized water sources and 2 Developed springs waters in the zone. The number covers about 

24 percent of the region's potable water coverage with unevenly distributed among the wo redas. 

The num ber of people who have access to drinking water in the zone estimated to be 104,200, 

which is 38percent of the total population of the zone (BOFED, 2007). 

Investment 

Today thc cOllntry as well as the region is in the way of free market economy. This free market 

economy has incited investment activit ies in the Metekel Zone. Based on the regiona l potential, 

most investments in the zone are engaged in the agricultura l sector. Educat ion, Incense and Gum 

production, hotel and marble extract ion are al so being undertaken. Totally, the regi stered 

investment share of the zone from the IOta I regi stered and licensed investment of the region is 

38percent. 

3.2.4. Infrastructure services 

Telecommunication 

Mainly the kind of tel eeommunieaiion, which is ava ilable in the zone, is V- SAT/sate ll ite 

telephone 5erv ice. This type of telephone servi ces has been observed mostly with freq uent 

fai lure. it is not compatible with the increas ing trends of investment activit ies, Digi tal wi re li ne 
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and wireless telephones are on ly available in the three woredas, which are close to the zonal 

center (Pawi, Dangure and Mandura woredas). 

Postal Services 

There are nine postal services in the reg ion. Three of them are permanent services and six are 

through agent posta l services. From these only two posta l serv ices, with permanent se rvices is 

ava ilab le in Metekel Zone, it is at Pawi woreda and Gillige l Belleise- zonal town. Six woredas 

in the zone have no postal services or getting the services from Chagni town in Amahara 

Regional state. 

Electric power Supply 

In the reg ion, six IVoredas got hydroe lectric power and four woredas have diesel electric power. 

For the rel11ai ning ten woredas, the power sllpply service is under construction. When we see the 

power supply of the zone, four hydroe lectr ic powers and one diese l electr ic power supp ly are 

ava ilab le. The others are under construction and plan ned to prov ide fu ncti on in the com ing few 

months or in a yea r. 

However, the power suppl ies coverage of the zone is not sma ll , but its funct ion is very less. This 

is because of freq uent destruction of woody poles by wild fire during the winte r season and as a 

resu lt, there has been termination of power supp ly for a long period in some woredas, (for 

example, Guba and Mandura woredas have such problem). 

Banking Services 

In the I'egion, there are two banking institutions (Commercia l Bank of Ethiopia and Awash 

International Bank) at the reg ional town, which serve part of the woredas in the region and 

neighboring woredas of Or ami a Regional State. In Metekel Zone there is no banking Institution. 

The woredas in Metekel Zone using banking servi ces fro m Chagni town in Amahara Regional 

state in which Wombera and Guba woredas travel 158 km and 180km to get the services 

respectively. The di stance from the woredas makes the inaccess ibility of banking services more 

difficult. 
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Road Net Work 

Presently, there are abou t 787 Kms stander rural roads (RR50) in the region, with the road 

density of 15.60km per 1000 Km 2 The corresponding figure for the national standard is 32 kms 

per I 000km2 Though the figure is less than the nationa l standard, it has revealed increment in 

relation to the previous time, but still with high demand for the road net work (BOFED, 2007). 

In Metekel Zone, road net work coverage is very limited, even less than the reg ional coverage, 

in sp ite of the fact that the exact figure is not available during data collection for this research, 

the roads from zonal town to the woredas are poorly constructed and damaged. In recent years 

with increasing trends of investment activ ities, the problem of road net work becomes 

controversial issue compared to other physical infrastructure facilities. Espec iall y, the absence of 

road net work that connects Assosa and Kamash i zo nes to Metekel Zone is considered the 

serious social and econom ic problems of the zone. In add ition, lack of all season roads, wh ich 

connect woreda town to the investment sites can be stated as a serious problem and need merit. 
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4 DATA ANALYSIS, 

CONTRIBUTIONS, 

CHAPTER FOUR 

INTERPRETATION 

PROSPECTS AND 

AND FINDINGS 

CONSTRAINTS 

AGRICULTURAL PRIVATE INVESTMENT IN METEKEL ZONE 

4.1 · Introduction 

OF 

OF 

This chapter consists of five main parts. The fi rst part comprises characteristics of the 

respondents and the second part includes trends and share of agricultural private investment in 

Metekel Zone. The third part deals with the contri butions of agricu ltural private investment for 

local development through employment opportunity and government revenue. The fourth part 

consists of the constraints that prohibited the growth of private agricul tural investment. Finally, 

the fifth part consists of prospects of the agricultura l private investment in the zone. 

4.2 Characteristics of the respondents 

Age of the respondents 

As shown in table 4.1, the age of the respondents varies from 18 years to above 50 years. Large 

number of the respondents (41.7 percent) falls in the age category of31-40 followed by the age 

category of 41-50 with the share of 30.6 percent. Respondents in the age category of 18-30 and 

above 50 years old are const ituted 8.3 percent and 19.4 percent respectively. This shows that the 

younger and old aged pe rsons are not highly engaged in the agricultura l pri vate investment of the 

zone compared to middle aged investors. 

Sex category of the respondents 

The data in table 4.1 shows 95.8 percen t of the respondents are male investors and only 4.2 

percent or 3 respondents out of 72 are female in vestors . Th is indicates that most of the investors 

in the agricu ltura l private investment are males, and fe males do not dare to invest in the re lTl otest 

areas. Th is may be because female investors are ri sk averters and fe w in agricultura l investment 

sector. 
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Marital status of the respondents 

In agricu ltural pri vate investment of Meteke l Zone. most of the respondents are married. The 

data in the table 4. I shows that 86. 1 percent of the res pondents are married and 13.9 percent are 

sing le. This data relates with the age of the respondents which shows most of them are within the 

age category of 30-50 (table 4. I) . This age category is the age in which individuals are expected 

to be marri ed. 

Citizenship of the respondents 

All of the respondents are domest ic investors as shown in table 4.1. This shows th at f()fe ign 

investors have not been attracted to agricul tural investment in the area so fa r. This may be 

because of the relat ively poor facil it ies in the area, lack of investment promotion and security 

problems. 

Table 4.1 : Characteristics (Age, sex, ma rital status and citizenship) of respondents •. , ' 

Frel]uency <.;=72) 
- Gumulative Percent 

1,~e category r,' Valid Percehl -
, . 

,~ 

18-30 6 8.3 8.3 

31-40 30 41.7 50.0 

41 -50 22 30.6 80.6 

above50 14 19.4 100.0 

Sex category Frequency (n=72) Valid Percent 
, Cumulative Percenr' 

'C, 
,-',' 

female 3 4," 4." 

male 69 95.8 100.0 

":tari~1 status, i Frequ'l.ncy (n-72) Valid Percent -"~l"- , C!lll) l!lati ve~frcenl 
- - - ::.. ~, 

single 10 13.9 13.9 

married 62 86. 1 100.0 

Citizenship Freguency (n-72) Valid Percent :c~;' Cumulative "percent , ~ ., 
Ethiopian 72 100.0 100.0 

Source: Field survey (2009) 
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Educational background of the respondents 

Educat ional background of respondents is observed with various percentage shares. As shown in 

table 4.2, most of th e respondents (44.4 pe rcent) are with ed ucationa l background of primary 

education level. The second highest proportion of respondents' educational leve l is secondary 

education complete with share of20.8 percent. Il literate, diploma holder and first degree ho lder 

educationa l background account 9.7 percent, 15.3 percent and 6.9 percent respectively. Besides, 

there is one cert ificate holder respondent and one respondent with educat ional status of above 

fi rst degree. This indicates that most investors in agricultural in vestment in the zone are n01 with 

high educat ional background and this can be as the resul t of the perception that the sector does 

not require high educational competence. In addition, most of the investors are from the loca l 

areas wi th traditional agricultural practices. 

Educational background of the managers in respondents' investment 

The educational status of most managers in the in vestment projects is from primary education 

completed to diploma ho lder. According 10 table 4.2 , 88.9 percent of the respondents stated that 

managers in their investment projects are be low bachelor degree. Such managers include those 

who are with educational status of primary education, secondary ed ucation, certificate holders 

and diploma holders. On the other hand, managers who are with first degree educat ional 

background and above accounted 4.2 percent and 1.4 percent respective ly and 5.6 percent are 

illiterate. Generally, majority of managers lack educational competence to run the business and 

the fact that educational background of managers is similar to that of the investors' shows that 

many of the managers may also be the owners of the projects. 
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Table 4.2: Educational background of investors and managers in the agricu ltura l private 

investment projects 

Illiterate 7 9.7 9.7 

Primary education completed 32 44.4 54 .2 

Secondary education compl eted 15 20.8 75 .0 

Certi ficate holder 1.4 76.4 

Dip'loma holder I I 153 91.7 

First degree holder 5 6.9 98.6 

Above first degree 1.4 100.0 

-+ 

"'" Er"e<jJiei>c;(n~ , .. ,'i" ~. 

72) 
., 

Illiterate 4 5.6 5.6 

Primary education completed 
64 88.9 94.4 

to diploma holder 

First degree holder 3 4.2 98.6 

Above first degree 1.4 100 .0 

Source: Field survey (2009) 

4.3 Description of agricultural investment projects 

Operational Status of investments 

As the data in table 4.3 shows, in vestors' investment operat ional status are categorized in to 

three, as investment on the preparation stage, those that have started operation and those that 

have not yet started preparation. According to thi s data, 75 percent of the responde nts started 

operation, 23.6 percent are on the preparat ion stage and 1.4 percent (one respondent) did not start 

preparation. 

Year of regis t ra tion of investments 

According to tab le 4 .3 , many of the respondents \\ere registe red from 1005/06·2008/08. Around 

89 percent of the respondents were registered fOl' investment in the above stated peri od . On the 
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other hand, 9.7 percent of the respondents were reg istered in 2007/08 and 1.4 percent of the 

respondent were reg istered in the year 1998/99- 2003/04. The data revea ls th at many of the 

investors who have invested in the zone have stal1ed investment acti vities recently despite the 

fact that investment act ivities stal1ed in 1993/94 in Metekel Zone as shown in tab le 4.3. A 

number of investors who have stayed in the investment for longer period in operation are very 

less. It shows that most of the investors who registered and started operation in the earlier 

periods were not operating at the time of this data co llection. This shows exit of the in vestors 

after investing for few years in the agricultural sector and that most of the in vestment acti viti es in 

primary agricultural sector did not cont inue for long periods in the study area. This may be due 

to the fact that crops produced are non- durable/annual crops and obtaining the output takes short 

period. Thi s si tuation makes the contribu tion of th is investme nt sector fo r gove rnment revenue 

very weak because there is tax holiday for five consecuti ve years and the in vestors stop the 

investments when they fini sh or before the years of the tax hol idays without paying taxes fo r 

government. As shown table, 4.3 most of the respondent investors had been operating fo r less 

than five years. 

Sub sectoral distribution of investments 

Agricultural investment act ivities in Metekel Zone are done in areas of cash crop production, 

non-cash crop production and both cash crops and non- cash crop productions. Accord ing to the 

data in table 4.3, 29 percent of the respondents are cash crop producers, 8.3 percent are non-cash 

crop producers and 62.5 percent of the respondents are produce both crops. In agricultural 

private investment sector, most of the investors are producing both cash crops (sesame, 

groundnut and soya beans) and non cash crops (maize and so rghum) . 
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Table 4,3: operational status, year of registration and sub,sectora l distribution of responden ts' 

investment 

~z:J- ~ , ',.;t .... }- " -
Oper~~>na~~ Frequency(n=72) Valid Percent Cumulative Percent ". ' .. ' " , 
On the preparation stage 17 23 .6 23 .6 

Started operation 54 75.0 98.6 

Not yet started preparation I 104 100.0 

x,'eM Of. registri!tion ··,:':f. Frequ~ncy( n-72}, lyalidPercenr Cumulative Perce?f ., 
1998/99- 2003/04 I 1.4 1.4 

2005106-2008/08 64 88.9 90.3 

2007/08 7 9.7 100.0 

~ ... ~b-~~cto.~1 ~stributio.n > :r:- ~:': : Frequency(n-72) "" Valid Percent Cumulative Percen~: 
" - ~ , -

Cash crop producers 21 29 .2 29.2 

Non-cash crop producers 6 8.3 37.5 

Both (cash and nO I1- cash) crops producers 45 62.5 100 

Source: FIeld su rvey (2009) 

Forms of investment owncl'ship 

As table 4.4 below depicts, much of respondents' in vestment ownership is in so le propr ietorship 

trade fo. rm. It accou nts 48.6 percent of the respondents and the second is private li mited com pany 

(PLC) with 40.3 percent of the respondents. The least number of investors is observed in Share 

Company form of ownership. This indicates that many of the investors in agr icultura l sector in 

the zone are performing the investment act ivities at an ind ividua l leve l. Th is can limit investment 

capital as the resu lt of the non-pool of capital. In addition, it is poss ible to see that do ing business 

in the form of Share Company and pri vate limited is less in the area. 

Ta ble 4.4: Forms of investment ownership in agricultural private investment , Metckel Zone 

, ... . :,'. ,- - , '" 
II F°rnf~oflnvesqnent -.~ 

Frequency(n=~2) Valid Percent Cum~lative Percent 

Sole proprietorsh ip 35 48.6 48.6 

Share company 8 I 1. 1 59.7 

Private limited(PLC) 29 40.1 100.0 

Source: F,eld survey (2009) 
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4.4 TRENDS, SHARE AND STATUS OF AGRICULTURAL PRIVATE 
INVESTMNT IN METEKEL ZONE 

Trends of agricultural private investment in the zone 

Agricultural private investment in Metekel Zone started in 1993/94 with a single project as 

shown in table 4.5 . It began to function with the free market and privati zation po li cy of Ethiopia. 

From 1993/94 to 199811999, the agric ultu ral private investment in the zone increased at a 

decreas ing rate. In the overall, less number of investment projects was registered during 1990s, 

however, relatively high numbers of agricu ltural private investment projects were observed in 

1998/99. At the time, 12 agricultural private investment projects were registered. 

Table 4.5 Number a nd relative sha re of agricultural private investments from \993/94-2007/08 in 

M etekel Zone 

If
" ~,;,,,- .. ,. (proj"''' ' .. ,.. • • • ." .-

2' , TO!f~ ,~ SIIare ?! P"'~' T~t~ _""'!Ibe" '~~":..e.," ,' . of I ~ 
~, ,: Of nfage 0/ ' agricultural share 

[~ _ #. prOject, " I!rl¥ale share emp/oyme(Jf prlJ,'aJ~ Investment 

I 1993/94 ( ( roo 8075 8075 100 

2 1994/95 4 3 75 13,493 13,450 99.6 80,184,86 ( 7 (,698,670 

3 1995/96 II 7 63.6 <7.5(8 <7,27 ( 98.6 (55,50 1,512 I: 

4 1996fJ7 15 9 60 10,357 9,565 9l 

5 1997/98 16 ro 62.5 ro,459 9,634 9l 81 ,873,343 

6 1998/99 20 12 60 11,753 10,862 92.4 161,141 ,463 

7 1999/00 20 7 35 10,559 9,433 89.3 142,319,690 53,310,323 

8 2000/01 21 8 38 7,869 6,743 85.7 0, ' . ,' 

9 2001102 22 7 3 <.8 7.503 6,674 89 <08,618,514 ' 0,"0,.' 

10 2002/03 22 6 27 7,385 6,646 90 75,210,900 

II 2003104 24 4 16.6 4,009 3,270 8<.5 

12 2004/05 3 1 6 19.35 4,426 2.668 60 

13 2005/06 33 3 9 3,935 2, )77 55.3 31,328,812 12,701.100 

14 . 2006107 60 28 46.6 13.252 1(,447 86.4 270,114,808 (44,826,100 

IS 2007/08 (58 (24 78.48 28,096 25,68 1 9<'4 

" , 87% ,. ~'i,ifJe 

Source: BGRS Investment Promm(on Office (2008) 
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The reason fo r high number of investment projects du ring 1998/99 might be the endorsed 

investment proclamation and regulation in the region to spec ify the tax holiday to the agricultural 

private investment for the first time and clearly showed how th is investment is undertaken. 

From 1999/2000 to 2005/06, the trend of agricultura l private investment has dec lined as shown 

in table 4.5. According to the table, the trend of agricultural private investment has su bstant ially 

deteriorated in all aspects of the investment in 2005/06. Dur ing th is period, the number of 

agricultura l private investments was reduced to three in number or (9percent) of the tota l 

investments in the zone. The capital share of the period was 12,70 1,100 (40.5 percent) and 

employment opportun ity was 2,177. Subsequently, after 2005/06, the trend has changed with 

high growth rate in the three measuring aspects of investment (investment project, investment 

capital and employment opportunity). In 2006/07, the number of registered projects increased to 

28 (46.6percent). These projects reg istered 144,826,100 (53.6percent) capital amount and 11,447 

(86.4percent) expected emp loyment opportunity. In the same way tab le 4.5 also ind icated that, 

in 2007/08 the increment of agricu ltura l private investment in the zone tremendously rose-up to 

124 (78A8percent) investment projects, 403,25 1,300 (85percent) investment capital and 25,6 18 

(9IApercent) expected employment opportunity. 

As indicated in figure 4.2 and 4.3, the trend of investment capita l and expected employment 

opportunity has showed high fluctuation throughout 1993/94 to 2005/06 compared to investment 

projects. After 2005/06, these three aspects of agricultural private investment has showed 

increas ing trend with high slop as indicated in figure 4.1 , 4.2 and 4.3. This implies that 

agricultura l pri vate investment sector has increased at increas ing rate since few years than before 

2005/06 and it is as the resu lt of better promotion and enhanced infrastructure fac ilities 

compared to the previous years as the interview with emp loyees in the regiona l in vestment 

office and key informant investors indicated. 
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Figure 4.1: Trend of agricultural private investment in Metekel Zone. 
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Figure 4.2: Trends of investment capital Figure 4.3: Trend of expected employment in Metekel Zone 
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As shown in table 4.5 there was only one investment project in 1993/94 and this was an agricultural 

private investment. From 1994/95 to 1996/97, the share of agricultural private investment was 

decreasing at a decreasing rate from 75percent to 60percent as shown in figure 4.4. In 1997/98, the 

share showed sl ight increment to 62.5percent. Figure 4.4 also reveals that, the overall share of private 

investment in agricultural sector has had a deceasing trend from 1993/94 to 1997/98. Table 4.5 and 

figure 4.4 shows that, from 1998/99 to 2005/06, the share of agricultural private investment showed 

fluctuating share from 60 percent in 1998/99, 35 percent in 1999/00, and 38 percent in 2000/01. 

Similarly, such fluctuating share continued until 2005/06 that the share of the sector became 9 

percent in this year. Although the percentage share of agricultural investment has showed decreasing 

and fluctuated in the above years, the trend of investment projects was at an increasing from 1993/94 

to 1998/99. It is thought to be so mainly as the result of free market economic and privatization 

policy introduced in the country at the beginning of 1990s. On the other hand, from 1999/00 to 

2005/06 the fluctuation also observed in the trend of this investment as the same to the share. 

Besides, increasing share has showed after 2005/06 as shown in figure 4.4. 

Moreover, the data in table 4.5 reads that there is higher average share of agricultural private 

investment compared to investments in other sectors for the fifteen years average. As shown in the 

table 4.5, it is on average, 47percent of total investment projects 87percent for expected employment 
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and 62 percent in investment capital. However, the distribution throughout the years was uneven as 

shown in figure 4.4. According to information from interview with respective wereda officials, the 

main reasons for the low number, declining trend and fluctuation of agricultural private investment in 

the zone from 1999/00 to 2005/06 were lack of infrastructure, poor service delivery, security 

problems, rent-seeking behavior of the investors, low investment promotion and less attention given 

to the sector by the government. Among the aforementioned reasons, low level of infrastructure, less 

capacity and rent seeking behavior of the investors were recognized as the major reasons for 

declining of the investment according to these sources. The investors registered to invest in the zone 

in the earlier periods more focused on other related profit areas than their main target. Activities such 

as making charcoal, timber production and renting and selling of capital goods (tractors and spare 

parts) were additional focus area ofthe investors. 

Figure 4.4: Share of agricultural private investment out of total investment 
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Source: Investment promotion Office of Benishangul Gummuz Regional State (2008) 

After 2006/07, the private investment activity in agricultural sector increased with a high 

increasing rate. The number of investment projects increased from 9 to 46.6 percent in 2006/07 

and in 2007/08, it increased to 63.29 percent. 
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Although the total trend of agricultural private investment in the zone showed increase from 

1993/94 to 1998/99, decrease from 1999/00 to 2005/06 and high increase from 2006/07, the 

relative share of investment capital, expected employment and investment projects showed 

different trends. 

Figure 4.5 Trend in relative share of private agricultural investment in terms of Dumber of projects, 

employment opportunity and investment capital with other investments 
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Source: Benishangu! GummU2 Regina! state Investment Promotion Office(2008) 

According to figure 4.5, from 1993/94 to 1997/98, relative share of both employment 

opportunity and investment capital decreased throughout. However, in 1998/99, share of 

employment and capital increased from 92 to 92.4 and 50 to 88 percent respectively. From 

1999/000 to 2005/06, the share declined in employment opportunity (89.3 percent to 55.3 

percent) and fluctuated in investment capital. Accordingly, investment capital was reduced from 

88 percent in 1998/99 to 25 percent in 2000/01 but increase to 51.7 percent in 200 1/02. 

Similarly, in 2004/05 the share of investment cap ital rose up to 72.5 percent. On the other hand, 

in 2005/06 it decreased to 40.5 percent whereas after 2006/07, both employment and investment 

capital share showed an increment. For employment, it was increased by 86.4 percent in 

2006/07 and 91.5 percent in 2007/08. Similarly, the investment capital share was also increased 

by 53.6 percent in 2006/07 and 85 percent in 2007/08. 
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In genera l, the reason for in creasing rate of agricultura l private investment in all aspects after 

2005/06 may be attrib uted to investment promoti on by reg ional government and th e 

in frastructu re expansion that can fac il itate investment activities than the earlier period, such as 

road net work, electric power supply and telephone services in some woredas. The prevalence of 

insecurity has a lso showed more improvement than before. In the contrary, in the earlier periods, 

the reasons fo r less share of agricultura l private investment in the study area may have been 

forced by the constraints like poor infrastructure, low security and rent- seeking behavior of the 

some investors . Accord ing to the interv iew conducted in the stud y area, during the peri od, some 

investors have intentionall y left the area after gaining short- term profit by ex ploiting the natura l 

resources illegally in the name of agri cultura l private investment. The above discuss ion shows that 

agricultura l private investment in the zone showed increasi ng trend after 2005/2006 than before. It 

implies that the investment environment of the area showed improvement and attracting the private 

sector investors in agricultural sector unlike the previous years. 

The status of agricultura l private investment in Metekel Zone 

Agricu ltural private investment in the zone is the main and dominant investment activity as shown in 

the analysis of the preceding section. This relatively larger investment share is due to the suitabil ity 

of the area fo r the sector and availabi lity of adequate arable lands. As of 2008 Regiona l investment 

data revealed th at in the zone from the total of 124 agricultural private investment projects about 74 

(60 percent) investors have stal1ed operati on, 50 in vestors (40 percent) of the tota l investors are on 

the preparation stage and/or completed registration but not yet started preparing of the land for the 

investment. On the other hand , si nce 1995/96, 18 investment projects have been dismissed and/or 

termi nated their operation (BGRSIPO, 2008). 

The operational status of most investors is at a low stage. Almost all res pondents in the sample 
woredas res ponded that quarter or less than quaner of the land had been utili zed for prod ucti on as 
shown in table 4.6. 

Table 4.6: The Level of land utilization by the investors in agricultural pri,'ate investment 

~~I [ji~' utinzatioll 
, , 'aW I" • cumuiati~~~'~~t '. Frequb,cY (N~i . Valid Percent .~ :'. 

Less than quarter 25 35.2 35.2 
Quarter of the land 40 56.3 91.5 
Half of the 10lal 3 4.2 95.8 
A Imost all of the land 3 4.2 100.0 
Source: Field survey (2009) 
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As shown in table 4.6, only 8.4 percent or the investo rs had been able to utilize hair and mure than 

halfofthe obtained land for the investment. Th is less utilization of the obtai ned land had a negati ve 

impact on the investors' annual revenue. Besides, the data in table 4.7 shows land util ization and 

annual revenue have a posit ive but weak correlation. As per the data, utili zing additional one hectare 

of land increases 12.7 percent of the revenue from the investment and vice-versa. This indicates that 

the amount of land utilized per the investment projects in the agri cultural private investment was less 

as showed in the tab le 4.6 above. It is also showed that the utili zation capacity of most investors was 

less in utilizing more land. On the other hand, the relati on between obtained land and annual revenue 

is negative weak relationship, it decrease 8.4 percent in proportional to land size (table 4.7 be low). 

T bl 4 7 R I t' h· b t a e : e a IOns Ip e ween Investors ann ua revenue an 

~~. 
~Variables 
Amount of land utili zed by the investors 

Total land obtained for the investment 

... Correl at Ion IS sIgm fi c8m at the 0.0 I level (2-talled), 
• Correlation is signi fi cant at the 0.U5 level (2-tallcd). 

Source: Field Survey (2009) 

~ 
, 

N~2 .., .. 
Pearson Correlation 

Sig. (2-tailed) 

Pearson Correlation 

Sig. (2- tai led) 

did T an uti Izatlon 

Annual revenue 

Pereentage Cjrge 
.356(" r' 12.7'70 

.002 

_.287(* )' 8.4% 

.0 14 

The negative rel ationship between land size obtained for investment and annua l revenue shows that 

those investors who obtained large land size did not get additiona l revenue proportional to the size of 

the land obtained because of under ut ili zation as shown in table 4.6, and those with smaller land size 

uti lized the lands better. This also shows appropriat ion of land for investors did not consider the real 

utili zing capac ity of the investors. 

S The square of the figure is the percentage change per hectare of land utilization. 

E The square of the figure is the percentage change per hecta.e of land utilization. 
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4.5 Contributions of Agricultural Private investment for Development in 

Metekel Zone 

4.5.1 Agricultural Private investment and Employment opportunity 

Investment and labor market are interrelated concepts that are seen as means of poverty alleviation. 

Poverty can be reduced through gaining income from the labor market at the individual and 

household level. Specifically. agricu ltura l private investment is one of the basic economic activities 

to create employment opportunity in the remotest part of the country where there are weaker 

infrastructures and prevalence of illiteracy. Sim il arly, it is very beneficial for the peop le who own 

farm activity and have excess time to employ in casual employment type. Employment condition of 

agricultural investment in the zone is analyzed to see the relative share and level of employment 

satisfaction. These conditions are assessed by analyzing the state of employment created and existing 

trends, condition and types of employment, condition of salary payment, fac ility provisions and 

stability and workers turnover. 

State of employment opportunity in agricultural private investment 

Most of the agricultural activities in the study area are carried out on small farms seasonally for 

subsistence. During the winter season, many of the labor forces are idle. Recently, employment in 

agricultural private investment has created additional income for the people of the zone and the 

surrounding areas which a good opportunity to improve the level of their livelihood. In addition to 

the labor force in the local areas, the job opportunity created by the agricultura l private investment 

has employed labor forces from all parts of the country. 

Table 4.8: AI'ea of employing workers in agricultural priYate investment in Metekel Zone 

Vt2~ " " < • 
,. :l, fII c' n~' '" . ': . ~,;;~~.'~~rf . • "," " f Resp uSes • ~t- .. /-

'Wl]~ :: Y~~hire an'd e~PJOY wor~ers? . , , • 7 '," , Frequenc~'(n-l 00) Percent Percent of Cases 
In the region and zone 42 42.0 58.3 

Out of the region 52 52.0 72.2 

Family labor 6 6.0 8.3 
Total 100 100.0 138.9 
Source: Fiel d su rvey (2009) 

7 Shows mUltiple responses t hat an individual has a possi bility of responding to more than one answer 
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As the field survey data in table 4.8 indicates, 72.2 percen t of the cases reveal ed that the workers 

have been hired out of the region for labor, whereas 58.3 percent of the cases revealed that the 

workers have been hired from within the reg ion and 8.3 percent of the cases indicate that 

investors used family labor. It indi cates that many loca l people have gained job opportunity. 

Investors who used fami ly labor are less than the other two categories. Thi s means that most 

investors employed workers and created more job opportunity. 

In addition, the data from the field survey reveals that job opportuni ty and number of workers 

have increased since a few years ago. As table 4.9 shows, 77.8 percent of the respondents 

confirmed a secondary source that shows the trends of the employment opportunity in 

agricultura l pr ivate investment sector is increasing. 

Ta ble 4.9: I nves tors' opinions about the trend of employment in agricultu ra l sector 

Trend of employment Frequency Valid Percent Cumulative Percent 
increased 56 77.8 77.8 
decreased 16 22 .2 100.0 
Total 72 100.0 
Source: Field survey (2009) 

Besides, this investment is the best opportunity for those who lack educat ional and technical 

competence. The interview with key in formants in both groups revea led that educat ional 

background was not a barrier during hiring workers except for few employment positions. Th is 

indicates that in the agricultura l private investment of the study area, it is occasional that the 

educationa l backgrou nd is required as importan t crite ria for em ployment. Thi s in turn, opened an 

opportunity for all labor forces without any difference in education background in general and it 

is a good opportunity in the rural areas where many of the labor forces are uneducated and face 

challenge to get employment in other sectors because of lack educat ional competence. 

It is high ly likely to conclude that relative ly less educationa l competence is not obstacle fo r 

agricultura l private investment while other sectors of labor market req ui red educat ional 

background as important criteria fo r employment. Further, the state of job opportunity created by 

the agricultural private investment in the zone is very larger in number than the other investment 

sectors as shown in table 4.5 . 
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Condition of work in agricultural private investment 

Employment can be an element of poverty reduction . To perceive employment as a means to 

improve. live lihood, the condition of work and the amount of income shou ld be better than the 

previous occupation of the workers or the condition of thei r unemployment. Besides, if 

employment is to be considered as a means to development, it should consider not only the 

income gained from employment but also the sustainabi lity and security of the em ployment. As 

can be seen from table 4. 10 below, in the agricultural private investment sector of Metekel Zone, 

few workers were permanently employed. Large number of workers was employed in the form 

oflong-tenn and shOIt-tenn temporary contract employmentS and casual type. 

Table 4.1 0: proportions of permanent and temporary workers employed in agricultural private 
investmen t 

I' -' c· 7. c 

, . '" .' ." . Ntunber of temporarv·wo rkers . ... . - ;. . . 
-- - " ' .. . <50 50-1 00 100-150 Total 

Number of permanent workers <20 17 27 13 57 

100.Opereen! 69.2pereen! SI.3perecn! 79.2percent 

50·100 0 12 3 15 

.Opercent 30.Spereen! 18.8percent 20.Spereen! 

To!al 17 39 16 72 

100.0pereen! 100.Opercen! 100.Opercen! 100.0pereen! 

Source: Field Survey (2009) 

Table 4.10 above shows number and proportion of permanent and temporary workers employed 

in agricultural private investment in Metekel lone. It dep icts that, large number of the 

responden t investors (79 .2 percent) have employed temporary workers with the number category 

rangi ng frol11 less than 50 up to 150 workers per project and less than 20 permanent workers. 

Only 20.8 percent of the respondents stated that they have em ployed 50-1 00 permanent and 50-

150 temporary workers. Th is shows th at most of the workers in the agricu ltural private 

investment sector of the zone have been employed on the temporary bases and permanent 

employment is less . Probably th is can be due to the seasona l nature of the activities . Th is fi nd ing 

8 Long-term temporary workers are dummy category of the researcher for more than two years while short- term 

temporary workers are perceived as less than two years. 

57 



al igned with the study by EEA (2005) which shows investment in domest ic private sector tends 

to create more temporary employees (7 1 percent) than permanent employees compared to 16 

percent by public investment and 34 percent of fore ign investment temporary employees. In 

add ition, as the interview conducted with the key in forman t employees revealed, casual type of 

employment is highly practiced in the peak period of agri cultural investment activities. It is 

main ly supposed to be as a result of seasonal ity of work in agricultural private investment in the 

study area and for reducing the investment costs during periods of reduced farm activit ies. 

The number of workers and wage salary pa id during peak periods are almost double of number 

and salary payment of permanent and contract works average salary. On average the sa lary for 

permanent and temporary workers were between 500-700ETB as shown in table 4. 12.These 

short term temporary employment and casual type of work cond ition created insecurity of 

employment and freq uent unemployment in the area. During the winter season when farm 

activ iti es are less, a large number of workers stay unemployed. This unemp loyment in these 

months in turn, makes the workers to use the money gained in the other peri ods and substantial ly 

reduce their saved money according to in terview with key informant employees. When they lost 

employment, some of them we re employed in contract work as daily laborer in other sectors. 

Those who are not capable to fit to any other had no incomc and became vulnerable to hunger 

and malaria according to the interview. 

Besides, greater number of the workers III agricultura l sector has no signed contractual 

agreement. This wo rking condition created insecurity for the workers in agricultu ral private 

investment. According to data in table 4.11, 61.1 percent of the responses revealed that there is 

no contractual agreement with the workers and 38.9 percent stated that they have a signed 

agreement. However, the duration of the agreements is short. According to interv iew with the 

key informant employees, the agreements are mostly signed for one or two years and very few 

contractua l agreements are elongated for three or four years. This indicates that the condition of 

work in the agr icu ltural private investment in the zone lac ks job secu rity and sustainable. 

Further, during investment reg istrat ion and agreement between the government and the investors, 

there is no ve rsion th at dea ls about the security of employment or way of employment. The only 

thing incorporated in the agreement is the number of employment opportun ities that the project is 
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to create. Hence, the overall analysis suggests that workers in agri cultural private investment in 

the stu dy area work under condition of job insecurity and instab ility. 

T bl 4 II C d" f . I a e on Itlon 0 em plOyment In agrlcu tura private Investment 
I Jlave yO~ signed an II .. , , .. ' ~ Jr . .-

•• 
" . 

agree)!)ent with the , . 
Frequency Valid Percent workers? Cumulative Percent 

No 44 6 1.1 6 1 .1 
Yes 28 38 .9 100,0 
Total 72 100.0 

Source: FI eld Survey (2009) 

Condition of sa lary payment and workers' satisfaction in agricultural private 

investment in Metekel Zone 

The wage paid for the permanent workers ranges from 100- 1500 ETB. Accord ing to the data in 

tab le 4.12 higher percentage of permanent workers are categorized within mon thly wage sa lary 

of 500-700 ETB, In this wage sa lary, 40,3 percent of the workers are categorized followed by 

salary category of 100-300 ETB, Very few permanent workers (1 9,5 percent) earn wage salary 

above 700 ETB, This implies that the number of permanent workers who earn higher sa lary is 

less , In addition, it can be inferred that investors in the agricu ltural pr ivate investmen t pay 

attention to the temporary employment type than pe rmanent. This is also in line with the fin di ng 

that shows investors in the agricultural sector of the zo ne prefer temporary workers to permanent 

workers as shown in table 4, I O. 

For the temporary contract employment, a large num ber of workers earn wage sa lary between 

500-700 ETB (tab le 4,12). This category accounts 37.5 percent of the worker's sa lary . The 

second highest temporary workers payment category falls in the range of 700 up to 1500ETB, 

while for the permanent workers the correspond ing figure shows between 300 up 500 ETB, 
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Ta ble 4.1 2 Co ndit ion of sala ry payment for the permanent and te mporary workers in agricultu r a l 
private investment in Metekel Zo ne 

~:~~rnent;\v'or~ers 
t£':, : 

, CumulatiVe A verage salarY 
e salarY (in ETE) Freciuencii(~=721 Valid Percent Percenl ' . (inETE) 

100-300 17 23.6 23.6 

301 -500 12 16.7 40.3 

50 1-700 29 40.3 80 .6 
656.5 

701- 1000 3 4.2 84.7 

1001-1500 . 11 15.3 100.0 

IT~e[lllorary workers wage rate (in - - . Cumulative A ve~f,i\e salary 
- . ETB) Fre<iuenc~rn=72). . Valid Percent Percent . . _ in ETS)! 
< 100 I 1.4 1.4 

100-300 19 26.4 27.8 

301 -500 10 13.9 41.7 
68 1.8 

50 1-700 27 37.5 79.2 

700- 1500 15 20.8 100.0 
Source: Field Survey (2009) 

As per the data in tab le 4.1 2, the mean salary fo r permanent workers is 656 .5ETB and fo r 

temporary workers is 681.8ETB. The average salary for both employment type is almost equal 

which fall s within the range of500-700 ETB. However, as the data shows on average the highest 

wage sa lary is paid for the temporary contractua l workers while hi gh num ber of labor is req uired 

in casual employment during the peak period of summer (June up to November) , and when the 

farm is harvested (January and February). According to the interview conducted with key 

informan t workers, maximum number of workers per investment project reaches 150 du ring the 

peak periods and the amou nt of wage payments in these periods is slightly higher than the other 

periods. In these months, the average wage sa lary for the casual workers is 1300 ETB per month . 

The workers in the agriculture private investment of Meteke l Zone perceived the amollnt of 

salary pa id differe ntly. Some workers complained on the amount of wage salary and the 

condition of work as not adequate fo r improving the li vel ihood of the workers. This is as the 

result of the wo rkers poor payment. This idea was not accepted by most of the wo rkers in the 

projects and they disproved the less amoun t of money paid. They appreciated the payment wel l 

in comparison to their previous earning. This revea ls that the living condition of most workers 

has relatively been improved in spite of the fact that the sa lary payment and cond itions of 

facilities were considered less by some worke rs and comm unity members. The reason why 

workers appreciated the wage rate paid despi te its low amo unt is perhaps they compared 10 the 
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previous unemployment and rarely gained employment opportunity. Therefore, it can be true that 

the income ga ined also made a difference relat ive to their previous living 

Besides, the different percept ions may be because of the ea rni ng condition of the workers 

determines the sat isfact ion on the wage sa lary. Those who got relatively hi gh sa lary payment 

may not feel satisfied with the payment. In general, the analysis shows that wage salary pa id was 

accepted by majority of the workers and relatively im proved their live lihood. 

Facility provisions and condition of work in agricultural private investment 

Conducive working environment enables the workers to perform better and increase the 

productivity. Moreover, it is believed to boost the profitability of the investor. As the survey data 

in table 4. 13 reveal s, almost all investors provide "housing,,9 and transportation faci lities at the 

project si tes. However, few investors are able to fac ilitate health care services during the high 

infestat ion of malari a and others could faci litate subs idized food provision. However, some 

investors confirmed that they have provided health care servi ces and subsidized food to the 

workers. Key informant workers expressed the necess ity of these four fac il it ies in thi s 

agr icultural investme nt area because the investment sites are far from the woreda towns and 

getting these faciliti es at the inuividual workers leve l is unattainable. This is as the res ult of 

distance, cost and unava il ability in the loca l market. 

Table 4.13: Fac il ities provided for the wo rl,e rs in agricultural private investment in Metekel Zone. 

~l ~~., . .,' ... . , '0 ','. " ,!k . , ..... . Res~onses . .: Percent of Cases-
ltacifitY provisions 

, 

N 
. ,. 

Percent ". ~ . ',~. .. 
housing 59 46. t percent 95.2 percent 
Transportation 46 35.9 percent 74.2 percent 

Health car 13 10.2 percent 2 1.0 percent 
Subsidized food 9 7.0 percent 14.5 percent 

Total 128 100.0 percent 206.5 percent 

Source: Fte ld Survey (2009) 

Accord ing to the data, (table 4.13) shows that 95 .2 percent of the cases recogn ized provisions of 

housing serv ices fo r the wo rkers at the investment site, 74.2 percent of the cases indicated that 

9 It is not properly furn ished and house equipments are not available. Merely function for bed and preparing food. It w as 

poorly constructed for short period surviva l. 

61 



the investors have provided transportation services. Further, 2 I percent and 14.5 percent of the 

cases revealed that investors have prov ided health care serv ices and subsidized food for their 

workers at the investment site respectively. This indicates that investors who were engaged in 

agricultura l pri vate investment sector give less attention to workers health care and food supp ly 

as observed in the study area. 

Hence, workers who have been employed in the sector cou ld be vu lnerable to less food supp ly 

and disease. Thi s wou ld contribute to weak 'Iabor force, reduce the income generati ng possi bi lity 

of the individ ual workers, and pass the effects on the household's destiny. 

Stability and incidence of workers T urnover 

Although the number of employment has increased over time in agricultural private investment 

of the zone, workers' instability and turnover was also observed. In general, 87.5 percent of the 

respondents perceived the incidence of turnover as revealed in table 4.14. Among these, 

majority of the responses (47.6 percent) show that turnover rate is less with less than five 

workers per year per project whereas 19 percent of the respondents revealed that the turnover 

rate is between 15-20 workers' per project per year. On the other hand, few respondents 

acknow ledged the state of turnover to be above 20 workers per year per project. 

Table 4. 14: state of turnover and workers stabil ity in agric ultu ra l private investment, Metek.1 Zone 

'B" .~ 
Number of workers' twnoverin average , . 

~' 
. - . ,;. 

~ . 
" ',. < I' <5 5-10 10-15 

!, 
15-20 20-46 >40 . 0 total 

Tum no 0 0 0 0 0 0 5 5 
over 

100.0 
occurr .0 percent .Opercenl .0 percent .Opercent .Opcrcent .Operccnt JOO.Dpe rcen t 
ence percent 

yes 30 I I 5 12 4 I 0 63 

47.6pcrccnl 17.5perccnt 7.9percent 19.0percent 6Jperccn t 1.6pcrcent .Operccnt IOO.Opercent 

Total 30 II 5 12 4 I 5 68 

44 .1percent 16.2perccllt 7.4percenl 17.6perccllt 5.9pcrccnt 1.5perccnt 7.4pcrcent IOO.Operccnt 

Source: Field survey (2009) 

The reason for turnover and instability of the workers is main ly as the result of variat ion in wage 

payment, lack of enabling working environment and harsh climat ic condi tion according to 

interview with key informants . 
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In addition to the above factors, security prob lem might have also triggered the wo rkers to shift 

the woreda and /or investment sites to other areas . For instance, recently workers were stabbed 

and the local people killed one foreign investor as the same inte rview source indicated above. 

Th is condi tion frust rated the workers in agricultura l private investment in the stu dy area. The 

instability and freq uent turnover can determine the satisfact ion of the workers in the investment 

area. If there is instabi lity workers fee l insecurity and not sati sfi ed with the occupat ion in 

agricultural private investment of the zone. 

The above analysis ind icates that the working condi tion in many agricultural private investment 

of the zone is not favo rab le as the result of poor infrastructure, harsh cl imatic condition, wage 

salary vari at ion/poor sa lary, governance and mal ad ministration of the investors and securi ty 

problem. In addition, there is no standard set to the sa lary payment of the workers in the zone. 

This fi nding is in line with the theory by Debora and John (2006) , which stated, "In developing 

countries people ,porking with [he p rivate sec/or are commonly employed under conditions that fail to 

bring them adequate hOUSing, health services, nurrition, education, security and other progresses "J p. 12. 

4.5.2 Government Revenue and agricultural private investment in Metekel 

Zone 

The role of agri cultural private investment in govern ment revenue generation is one of the areas 

that thi s research has attempted to assess. Generation of reasonable amount of government 

revenue is bel ie\ ed to strengthen the development of an area through government investment on 

the soc ial utilities and in frastructure fac ili ti es. On the other hand, less government revenuc 

stagnate soc ial developments and prohibits private investments fro m in vestment in the area. 

Therefore, strengthening government revenue generat ion has multi -faceted advantage both fo r 

the private invest ment sector and for the prov ision of socia l ut ilit ies. 

Types of government revenue collected from agricultural private investment 

Table 4.15 shows that investors who have pa id tax or any legal fee for the government and types 

of the paym ents in oagricultural private investment in the zone. According to the table, 55.56 

percent of the in vestors stated that they have paid government revenue. Out of this percent 92.5 

percent was paid in the fo rm of sales tax, and the rema in ing shares were paid in the form of 
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payroll tax (5.0percent) . Only one respondent (2.5 percent) paid agricu ltura l income tax and 

large proport ion of revenue was generated from a sale tax. 

Table 4. 15: Types of government reven ue pa i(l by the agricu ltura l priva te inves tors 

. :te. ,~, 

Types of tax paid .~ , 

~ 
. ( , , . 

Agricultura pe 'centa 
• Resoonse income tax: Sales tax 'payroll fax Not paid Total . l1.e~hare . 
Have you paid No 0 0 0 32 32 44.44 
tax to the 
government .0 percent .0 percent .0 percent 100.0percent 100.0 percent 

Ves I 37 2 0 40 55.56 

2.5 percent 92.5 percent 5.0percent .0 percent 100.0 percent 

Total I 37 2 32 72 100 

1.4 percent 51.4 percent 2.8percent 44.4percent 100.0 percent 

Source: Fteld s urvey (2009) 

Duration of government revenue payment 

The number of years (period) of government revenue payment by the investors can indicate the 

amount of revenue generated over the periods. Long revenue payment period implies large 

amount of revenue and contribution to deve lopmenl than short period revenue payment. As 

shown in table 4.16, only one respondent out of seventy·two respondents reported having started 

paying tax before four years and 5.6 percent of the tota l investors reported having paid tax for 

four years. On the other hand, 44.4 percent of the investors stated that they had not paid tax yet 

where as the percentage of investors who repolted hav ing paid tax for I, 2 and 3 years were 

respectively 33.3, 12 .5 and 2.8 . This shows that aro und half of the investors in agricultural 

private investment had not paid tax at all and most of those who had started paying had not paid 

for more than 2 years. 
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Table 4.16: Duration of governmen t revenue payment in agricu ltural private investment 

l-~ .:i·' ~"'b":;1 \ 
•. 

.v·:: Ouratiol1 FreQu~ncv ,,' Valid Percent :, Cumulative Percent 
Not paid yet 32 44.4 44.4 
For a year 24 33.3 77.8 
For two years 9 12,5 90J 
For three years 2 2.8 93. 1 
For four years 4 5.6 98:6 
For more than four years I 1.4 100.0 
Total 72 100.0 

Source: Fie ld survey (2009) 

Share of government revenue collected from agricultural private investment 

As shown in table 4. 17, the overal l tax revenue generated in three consecutive years in the 

sample woredas was less than I percent. According to secondary data co llected from the 

woredas' revenue o;fices of the zone in tab le 4.17, very few revenues had been co llected from 

agricultura l pri vate investment in the past consecutive three years period. The data in table 4.17 

shows that, on ave rage only 0.66 percent of revenue had been collected from this investment 

secto r. Th is revenue amou nt was co ll ected from sa les tax, payroll tax, land lease fee and 

agri cultural income tax. As indicated in table 4. 15, Ihc revenue Ihat was gcncralcd from bnd 

lease fee and agricultural income taxes is very few in al l wored as of the zone. 
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Table 4.17: Gov ernment revenue collected from agricult ural priva te investment in th ree sa mpled 

worcdas 

f CP! •. i . ".~;" -Sample -~'oredas ~; . 'i .. - J' 
. 

[~ 
-

DaDgure 'c ,;- Paw; 1tba 

:" 
, 

" 
Wore percent share of 

-,,:'};.r,;':: 
-~. 

Annual da's Share of percent share of Annu Own Share agri. Priv. Ann Own Share percent share of 
investment revenue own agricult agricultural ,I collecte of unl colIc of agri .. priv. 

(in colIc ural private reven d agricu revenue from reve cied agric investment 
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Source: computed from sample woredas' Revenue offi ces (2009) 

Causes of low govern ment revenue from agricultural private investment 

Low level of gove rnment revenue from agricultural private investment in the study area is 

mai nly as a resul t of less investment projects and terminat ion of the projects. Further. other 

lead ing causes which contributed to less revenue col lection, accord ing to data collected from 

government officials and experts at various levels (presented in tab le4. 18) are administrative 

weakness (less follow up and loss coordinat ion among the concerned government bodies), 

corruption and poor staffing of the tax co ll ecting inst itu tions. As indicated in the table, poor 

administrat ion in tax collection and follow up play the leading role with percentage share of 81.8 

cases whereas poor staffing of the concerned institutions and corrupt ion accou nt 4S.S percen t 

and 36.4percent re spectively. The tax administration system of the zone is not clear and lacks 

10 Show percentage share of aericultura! private investment from woreda's own collected revenue (without t ransfer 

subsidy from the region ). 

11 Show percentage share of agricul tura! private investment from the total wored a's revenue budget 
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clear collection system. According to the interview conducted with experts and governm ent 

officials at regional and woreda level, the respective institutions, which are responsible to collect 

and administer govern ment revenue and investment land have, weak human and mater ial 

resources, weak system of tax admin istration and unclear disbursement. Data from interview 

further ind icated that when investors left the zone without paying the revenue for government, 

respective government bod ies that were responsible to ad minister and collect tax did not respond 

to the refusa ls. Gove rnm ent officials were taking bribe from those investors who did not 

properly pay tax and made them free from tax liability according to these sources. 

Further, long period of tax holiday permitted for thi s investment sector is the other reason for 

such low revenue. For instance, as can be seen frol11 tab le 4.15 , most investment projects had not 

paid agricultural income tax, land lease fee and payro ll tax. Th is is because of tax hol iday 

allowed to this investmen t sectors and in vestment termination by the investors who had 

completed tax holiday. Besides, the data ' on table 4.15 shows that on ly 5 percent of the 

respondents stated Ihal they were paying payroll tax even though wage sa lary was being paid for 

the workers. Thi s is nol because of tax holiday but weak tax administration of the zone to control 

and properl y manage the government revenue. 

Hence, the above analysis shows that in addition to low number of agricultu ral private 

investments as shown in 4.4, the revenue collection system (poor tax administration, corruption 

and poor staffing in concerned institutions) of the region and the woredas are the main reasons 

for such low revenue from the agricu ltura l private in vestment sector. 

Table 4.1 8 : Respondents opinion on facto rs contributes to poor gove rnm ent revenue generation in 
agricultura l private in\'l'stment. 

Reasons for poor guvenllll l' nt rC\"cllue generation 
ResF onses 

N Percent Percent of Cases 
Weak administr:l lio ll and less follo w up 

18 50.0pereent 81.8percent 

Corruption 
8 22.2percent 36.4percent 

Poor staffing of concerned in stitutions 
10 27.8percent 45.5percent 

Total 36 100.Opereent 163 .6percent 

Source: Field survey (]009) 
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In addi tion, less willingness of the investors to collect payroll tax was one of the reasons that 

contributed ' to less government revenue in the study area. As the data in table 4. 19 shows, 

68 . I percent of the respondents were not will ing to collect tax from the workers whereas on ly 

31.9 percent showed their will ingness to col lect this tax. This shows that in addition to 

government 's less attention in collecting payroll tax from the investors and absence of measures 

to correct refusa l to pay tax, less willingness of the investors to collect revenue from pay roll tax 

contri buted to the low sha re of government revenue from agricultural private in vestment. 

Table4.1 9 Wi llingness of the investors to pay/collect payroll tax in agricultural private investment 

Are you willing to coll<ct payrol l tax? 
FreQuencvin=72) 

Cumulative 
Valid Percent Percent 

no 
49 68.1 68. 1 

yes 
23 31.9 100.0 

Source: Flelcl su rvey (2009) 

The Revellue forgone ~s the result of tax holiday 

As table 4.20 indicates, the amount ofreve.nue foregone as the resul t of tax holiday in Metekel 

Zone was estimated to be 18 percent of tota l revenue budget of the zone over the consecutive 

four years peri od (2004/05-2007/08). The estimat ion was done by taking tota l land obta ined by 

the investors and average annua l revenue earned by the investors and then mU ltiplying by the tax 

rates. That is [all hectares or land that the investors obtained in four years multipli ed by average 

land lease Icc per year pCI' hectare (25 ETB/hectare) plus average revenue per investors which 

was collected from fie ld (=200,000) multiplied by tax rate =35 percent mult iplied by number of 

investors in four years period = revenue forgone] . The percentage share is sim ilarly calcu lated 
v 

from the all lO unt of revenue forgo ne divided by total revenue of the sample woredas. To get the 

revenue for gone in the zone, the percentage share was multiplied to the tota l revenue of the 

woredas in the zone in fOll r years period. The estimation does not include Federal revenue 

sources in the region (C[lstoms duty while importing capital goods). 
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Table 4.20: Reve nu e forgone from agricultural private investment as the result of tax holiday 

Revenue (ETB in 12.853 171 
millions) in sample woredas 

Ke\len'."e forgone ( ETB in 0.493435 
millions)in sample woredas 

Estimated percent share of 3.83 
revenue forgone to total 
annual revenue 

Total zone ( 40.702 11 2 
ETB in millions) 

16.739896 21.491060 

0.688265 2.926985 

4.1 1 13.62 

53.845062 58.781578 

Total revenue forgone in fou r years (ETB in millions) 

24.59 1000 

9.57~ 910 

39. 11 

56.281820 

Source: computed anal Revenue "LilnOl'IlV and fi eld survey (2009) 

75.675 127 

! .1.683595 

18 

37.718562.96IEI 

The above table 4.20 elucidates the amount and percentage share of revenue forgone from three 

tax bases . On average, the zone has forgone 18percent of the total revenue per year. The 

computation shows that in the four years period, a minimum of 37,7 18,562.96ETB government 

revenue was estimated as forgone in the zone in order to motivate the in vestment activitie s. Thi s 

means that large amount of government revenue has been forgone since the starting of 

agricu ltural private investment (fifteen years back). The revenue forgone is supposed to benefit 

the society through different development issues and future gain. However, the opportunity cost 

of most revenue fo rgone fa iled to real ize the expected development benefits, which is expected 

to be the ga in from future revenues, employment and overall deve lopment as a result of 

expansion of investment in the sector. The fa ilure is part ly because of the ex it of investors from 

the zone when the tax holiday period expires as di scussed in section 4. 1. Besides, informat ion 

from in te rview with government officers indicated that investors in the sector also at 

times change thei r fonns of trade name to Private limited Share Company and 

register as new investment project when the tax hol iday per iod exp ires to transfer their tax 

payment responsibility to the Federal Governmen t. 

12 The figure is estimated from the sample woredas and computation has done depending on three tax base s- land lease fee, payroll tax 

and agricultural income tax tha t have been to co ll ect by the zone. Except land size and lease fee the others are collected from the 

primary data during the field survey. 
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This shows that tax holiday in the agricultural private investment substant ially reduced 

government revenue, wh ich could have been gained from the pri vate agricultura l in vestment in 

the zone. Furthermore, the fact those products that investors produced are non-durable/annua l 

crops and that the tax holiday is relatively too long al so contributed to the failure. 

4.6 Constraints of agricultural private investment in Metekel Zone 

" ... A favorable investment climate can generate strong growth, and where there is growth poverty 

reduction is likely·· Nicholas Stern (2002i. p.11. 

The success and failure of private investment in general and agricu ltura l private investment in 

particular can be determined by various factors. Infrastructu re provision, government service 

delivery, governance, avai lability and accessibility of financ ial institutions and market facilities 

are among such factors . The following section prov ides ana lys is of these factors as they appeared 

in the study area. 

4.6.1 Government Service Delivery 

Lisan Hig Gazeta, proclamation No 13/1998 sub article 18 states that the regiona l government 

should provide services for investors in one appropriate place to faci litate service delivery 

systems (Lisan Hig Gazeta Pro.13, 1998). According to this provision, allocating land, trade 

name registration and offering investment certificate shou ld be provided as onc- 'i"p- sl1OI'pinl,; 

in order to facilitate investment services. However. investors in the sector complained during 

interview and focus group discussion for the absence of such service in the study area. Most 

experts in government offices also admitted upon interview that such a service has not yet been 

provided in the study area. 

Table 4.21 shows the leve l of satisfact ion in government service delivery by the sample 

investors. As sown in the table , 26.4 percent of the respondents stated that the service delivery in 

obta ining land took more than 30 days . In this servi ce delivery, 43.1 percent of the respondents 

stated the services took 20-30 days. On the other hand, 18.1 percent of the respondents stated 

this service took 15- 20 days and 8.3 percent of the respondents started as it took 10-14 days. 

Only 4.2 percent of the respondents stated the servi ce as it took less than 10 days. By dummy 

category of the researcher, serv ices that take more than 30 days is as very poor, 20-30 pour, 15-

20 as good, /0 -14 very good and less than 10 is excellent. According to the respondents' rating, 
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that service del ivery while obtaining land fo r in vestment was greater than the standard set in the 

region and thus it was poor and the investment act ivi ty can be delayed in agricultural private 

investment of the study area. As the data in tab le 4.2 1 indicated, on average 27.5 days are 

required to· obtain land . It is far more days than the standard set in the region. The standard days 

set for obtain ing land fo r the investment is max imum 10 days (Lisan Hig Gazeta. proc lamation 

No 13/1998) . In the same way, 34.7percent of the respondents rated service delivery in obta ining 

investment license is greater than 20 days . In contrary in thi s service de li very in obtai ni ng land, 

48.6percent of the respondents rated the service between 15- 19 days, while 12.5 percen! of the 

respondents rated 10- 14 days. 

It indicates that although obta ining investment li cense is relati vely better than obta ining land for 

agricu ltural investment in the zone, it was also showed delay . The average day fo r this 

investment license is 18.3 days. 

Table 4.21 : Status of one-stop- shopping services delivery in agric ul tu ral private investmen t 

'. , , • t numBer of ~anl F:1!"j 
t/umber of days it takes 

·Frequen~y(n~72i- . 
C,wnutative I' min Max < ~ ean 

to obtain land Valid Percent PerceDt 
above 30 t9 26.4 26.4 , 

20-30 3t 43. 1 69.4 
t5-19 13 18. 1 87.5 8 45 27.5 

10-14 6 8.3 95.8 
less than 10 3 4.2 100.0 
Number of days to ruin Max ean 
Q~taiD'iI:l"esIJUem license Cumiilative " . <r· services ~ FreguencY(n~72) Valid Percent Percent' .": . . , 
above 30 3 4.2 4.2 
20-30 22 30.6 34.7 
15·19 35 48.6 83 .3 7 33.00 18.3 
10-1 4 9 12.5 95.8 
less than JO 3 4.2 100.0 
Number of days to 

Cumula~vc 
min Max ' Mean 

obtain trade name -- Ii . I ~stratiOIl services Fr.QUency(~72) Vnlid Percent [ •• or; Percent , :, 
above 20 I 1.4 1.4 
15-20 3 4.2 5.6 
10-1 4 48 66.7 72.2 4.00 24 .00 11.2 

5-9 12 16.7 88.9 
less th an 5 8 11.1 100.0 

Source: Field survey (2009) 
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In addition, as the same source further indicates, serv ice delivery in obta ining registered trade 

name was rated by the respondents. Accordingly, average day for this service type is 11.2. The 

analysis indicated that, one-stop-shopping serv ice de livery system in agricultural private 

investment of the study area is varied . Service delivery to obta in land is the lead ing constrained 

compared to the others and the standard set by the reg ional government. The average day rated 

by the responden t more than double day that the standard. On the other hand , service del ivery in 

trade name regi ~trat i on is relatively better. In the overal l government service delivery in one­

stop-shopping service delivery of the zonelreg ion was not satisfactory to promote agricul tural 

private investment of the zone. 

Factors for poor government service delivery 

As sown in table 4.22, 82 .6 percent of the cases revea led that the services were de layed as the 

result of weak and unaccountable serv ice providers in concerned woreda offices and 

irresponsiveness, 55.1 percent of the cases show that the problems were created as the resu lt of 

back ward and nOI1- customer oriented service del ivery system by the regional investment office. 

Further, 43.5 percent of the cases revealed that the cause for poor service de livery was the long 

d istance between woredas and the regional in vestment office in that it takes a long time to travel 

from the region to th t: woredas and again back to the region after ensuring avai labi lity and 

accessib ility of investment lands. This is as the result of centralized investment ad ministration. 

T bl 422 I a e : nvesto rs opinIOns on f actors or poor gove rnment serv ice d I' e Ive ry 
What do you tluok are the reasons for jl90r government ~rvice delivery 

Responses . '" !Jtt" '. .r" .~ .. N' Percent p' nt"ofCnses 
Back ward and non· customer oriented serv ice del ivery system by the reg ional 

38 25 .3 pen.:t:nt 55.1 pcrcl!nt inves tment orfi ce 

Unaccountable service delivery ofworeda concemed ofri ces and 57 38.0 percent 82.6 percent 
irre..:~on s i venc ss, 

The distance between woredas and the regional investment offi ce 30 20.0 percent 43.5 percent 

Corrupt ion 
19 12. 7 percent 27. 5 percent 

Lack of capaci ty( human and material) 6 4.0 percent 8.7 percent 

Total 150 100.0 percent 217.4 percent 

Source: Field survey (2009) 

In a similar way, abou t 27 percent of the cases reveal ed that the reason for poor serv ice del ivery 

fo r investors was corruption. Fi nal ly, 8.7 percent of the cases stated tha t other fact ors al so 
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influenced the service delivery speed, such as lack of human and material capacity by the service 

delivery offices. 

The above analysis indicates that in addition to bureaucrat ic red tapes, government serv ices 

delivered at the regiona l leve l with single controlling organ was not convenient for enabling 

investment envi ron ment in the agricultura l investment sector of the area . Thus, decentralized and 

customer-oriented servi ce delivery system can create a better investment environment and 

encourage inward attraction than centralized system in the study area. 

4.6.2 Infrastructure 

Infrastructure facil ity IS the ma111 and important factor for creat ing conducive business 

environment. Among all types of in frastructure road net work. telecommunication. postal 

services, electric power supply, health care and dri nking water were se lected and investors' 

opinions were co llected on the availability and access ibi lity of the fac ilities. 

Road net work 

According to (BOFED, 2008), there are about 787km standard rural road in the region with a 

road density of 15.6km per IOOOkm 2 The corresponding fi gure for the country (Eth iopia) is 32 

km per IOOOkm2 This shows that the region in general is by far lagging behind the national 

average in terms of road infrastructure. The study area as a zone in the region has thus a 

relatively poor infrastructure, which is one possib le constraint fo r expansion of agricultural 

private investment. 

Most of the investment projects have been operating fa r from the main roads that connect zone 

town to the woreda and woreda to kebeles . Only fe w investment projects are situated along the 

roads ide or nearer to the road. Accord ing to the data in table 4.23 , out of total respondent 

investors 8.3 percen t rated the road net work as good and 6.9 percent very good whereas 5.6 

percent of the respondents stated that neither all- rounded nor seasonal roads are ava i lable. The 

remaining 79.2 percent rated the road net work as poor and very poor in the zone to undertake 

agr icultural private investment. Besides, interv iew with key informant and selected community 

members indicated that investors in Guba woreda have seri ous road net work problem than the 

others as a result of the woreda's remoteness from the center. As thi s source also indicated, the 
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roads are poor in both quality and quant ity in the woreda and not avai lable in the agricultural 

investment sites. Many of the constructed roads are seasonal with the absence of bridges on the 

rivers and many roads are damaged. This shows that road net work is in a poor condition and 

thus a constraint to expansion of agricultural private investment in the study area. 

Table 4.23: Respondent investors' opinions on the status road net work in the study area 

,Respondents opinions c; :; "s' .. : p~#n '. TYpes i'f infrastructure .. on the status ofthe I'" .' " . . 

facilities "' facilities . " F~uen~Yf:" Valid'perc.nt .. i;' 'C~mulative Percent 
Road net work Very poor 42 58.3 58.3 

poor 15 20.8 79.2 

good 6 8.3 87.5 

Very good 5 6.9 94.4 

Not available at all 4 5.6 100.0 

Total 72 100.0 

Source: FJeld survey (2009) 

Telecom ill lInication 

According to (BOFED, 2008), mainly the kind of telecommunication available in the zone is V­

SAT/satell ite telephone with fi'equent failures of services. Digital wire line and wireless 

te lephone is availab le only in capital towns of three woredas (Paw i, Dangure and Mandura 

woredas) . Such poor and low coverage of telephone serv ice the study area is among the 

constraints to agricultural private investments as also evidenced by investors ' responses in the 

follow ing section . 

According to data in table 4.24,44.4 percent and 13.9 percent of the respondent investors stated 

that telephone service was ve ry poor and poor respective ly whereas 8.3 percent and 12.5 percent 

of the respondents rated the service was good and very good respective ly as observed in their 

respective investment sites. The rest 20.8 percent responded saying that telephone service was 

not available at all in the area of their investment projects. In general table 4.24 shows that more 

than three fourth of the investors expressed dissatisfaction with of absence 0 1" Ickphunc ,,,n icc 

at their investment sites. This indicates that majority of private investors in agriculture in the 

study area were facing problem with telephone serv ice for information flow from the investment 

area to the market and vice versa. 
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Table 4.24: Respondent investors' opinions on the status telecommunication facilities in the study area 

Types ofinfi-astructure Respondents opinions 
facilities on the statues of the frequency Valid percent Cumulative percent 

facility 

Telecommunication Very poor 32 44.4 44.4 

poor 10 13.9 58.3 

good 6 8.3 66.7 

Very good 9 12.5 79.2 
Not available at all 15 20.8 100.0 

Total 72 100.0 

Source: Fie ld Survey (2009) 

Electric power supply 

Of the seven woredas in the zone, onl y three woreda towns have hydroelectric power and one 

woreda has diese l electric power. Two of the three sample we red a towns have hydroelectric 

power supp ly whereas the third has not had either of the two power supplies (BOFEO, 2008). 

In fo rmation from focus group discussion and interview also indicated that electric power supply 

in the zone is observed with frequent failure of servi ces. 

Table 4.25 shows that the percentage of respondent in vestors who rate the power supply as either 

very or poor was 63.9 whereas only 8.4 percent of tota l respondent investors rated the power 

supply as good or very good. On the other hand , 27.8 percent of the respondents stated that it 

was not available at all. This indicates above 90 percent of the investors in the stud, area 

expressed either dissatisfaction with or total lack of electric power supply. 

Table 4.25: Respondent investors' opinions on the status Electric power supply 

Types ofinfi-astructure Respondents opinions 
facilities on the statues of the frequency Valid percent Cumulative percent 

facility 

Electric power supply Very poor 36 50 50 

poor 10 13.9 63.9 

good 3 4.2 66. 1 

Very good 3 4.2 70.3 

Not available at all 20 27.8 100.0 

Total 72 100.0 
Source: Field Survey (2009) 
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Postal services 

According to BOFED (2008), there are only two permanen t postal services ava il ab le in Mctekel 

Zone. As shown in Table 4.26, 40.3 percent of the respondent investors indicated postal serv ices 

is not availab le at all whereas 54.2 percent of the respondents stated posta l service as avai lable 

but poor in prov iding services. On the other hand, only 5.6 percent rated the postal service as 

good or very good. Thi s shows that more than 90 pe rcent of the in vestors perceived the postal 

serv ice as unsat isfactory or unavai lable. 

Table 4.2 6 : Respond en t inves tors ' opinions on the s tatu s posta l service in the s tudy area 

Types ofintTastructure Respondents opin ions 
facilities on the statues of the frequency Valid percent Cumulative percent 

facility 

Postal service Very poor 9 12.5 )~j 

poor 30 41.7 54.2 

good 3 4. 1 58.3 
Very good I 1.4 59.7 

Not available at all 29 40.3 100.0 

Total 72 100.0 

Source: Fi eld s urvey (2009) 

Drinking water 

The num ber of people who had access to drinking water in the zone was esti mated to be 104,200, 

which is 38 percent of the total pop ul ation of the zo ne (BOFED, 2007). Interv iew ,"vith investors 

indicated that there is severe shortage of dr inking water ma inly due to inadequacy of water 

po ints in the areas of investment projects. The data in table 4.27 shows that 86.1 percent of the 

response slated that there is a poor or very poor drinking waler supply faeilil) \\ here", (11 1) ::>.8 

percent rated the supply as good. On the other hand, 11.1 percent stated there was no drinking 

water supply at al l. This indicates that nearly all the private investors in agricu lture in the study 

area expressed lack or dissatisfaction with supply of drink ing water. 
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Table 4.27: Respon den t investors' opinions on the status d rinking wa ter in th e study a,'ea 

Types of infrastructure 

facili ties Status of the faci lities Frequency Valid Percent Cumulat ive Percent 

Drinking water services Very poor 50 69.4 69.4 
poor 12 16.7 86. 1 
Very good 2 2.8 88.9 
Not ava ilable at all 8 11.1 100.0 
Tolal 72 100.0 

Source: Field survey (2009) 

Health care sel'vices 

Accord ing BOFED (2008) there were 24 hea lth clini cs, 32 health posts, 9 health centers, 7 

V.C.T/ART cenlers, I hospi tal and I hea lth train ing insti tution in Meteke l Zone. This can 

provide health service to about 71 percent of the popu lati on whereas about 29 percent of the 

population does not have a health faci li ty within an accessible distance according the same 

source. 

According to the data in table 4.28, 95.8 percent of the respondents rated health care services as 

poor or very poor whereas only 4.2 percent rated it as good. According interviewees and focus 

group di scussants, the unava ilability and inaccessibility of health care services was very severe 

and threatening es pecially in the face of widespread malaria infection. 

Table 4.28: Respondent investors' opinions on health care services 

Types of inITastructure Respondents opinions 
facilities on the statues of the frequency Valid percent Cumulative percent 

facility 

Health care services Very poor 63 87.5 87 .5 

poor 6 8.3 95.8 

good 3 4.2 100.0 

Total 72 100.0 

Source: Field Survey (2009) 

The ana lysis shows that most investors' expressed dissatisfaction or total absence of all the 

physical infrastructures discussed (road net work, telecommunication, electric power ,drinki ng 

water, health care service and posta l services) which further illdicalcs lhal lack vI inaJcqllac) vi' 

the stated services are all poss ible constraints to private agricu ltu ral investment. 
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Further, the data in figure 4.6 show, the response of private investors in agricultural investment 

of the study area that rated more needed physical infrastructure and whether substantially 

influence their investment activities or not. Accordingly, road net work was the most demanded 

infrastructure in the study area followed by drinking water. Similarly, telecommunication service 

is the third area of infrastructure that the investors highly required. On the other hand, electric 

power supply and postal services are relatively less required in this investment sector in the area. 

This indicates that postal service and electric power supply are not the main determinants of 

private agricultural investment in Metekel Zone compared to the other infrastructures. This can 

be as the result of the fact that investment products are primary products and no further 

processing that need power supply. 

Hence, it can be concluded that road net work, drinking water and telecommunication/telephone 

services are the main physical infrastructures that determine agricultural private investment 

compared to the other infrastructure sectors in the study area. 

Figure 4.6: The main important infrastructures in agricultural private investment and their level 

ofimportance 
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Source: Field survey (2009) 
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4.6.3 Governance and agricultural private investment in Metekel Zone 

Governance can playa crucial role in enhancing business envi ronment for better performance of 

investment. It has a large effect on the expected prod uctivity and return to investment. Data in 

table 4.29 shows opinion of investors towards governance in the study area. As shown in the 

table, 40 .3 percent of the respondent investors stated that the condition of governance in the 

study area was bad or very bad whereas 54.2 percent of the respondents rated it as good or very 

good . 

Table 4.29: Respondents' opinion on the status of governance in Metekel Zone 

f· 
, 

'sra'1iis of governance " 

. 
FrCquenl:y'(n=72) . Valid Percent { Cumulative PerceDt 

Very bad 5 6.9 6.9 

bad 24 33.3 40.3 
good 38 52.8 93. 1 
very good I 1.4 94.4 
not know 4 5.6 100.0 

Source: Field survey (2009) 

According to table 4.29 In spite of the fact that large proportion of respondents rated the status 

of governance as good (52.8 percent), significant percentage share of the respondents also rated 

the governance of the area as be ing not good (that is bad and very bad). This significant 

percentage share of bad and very bad governance indicates that it can be a serious problem 

because governance is one of the most important factors for expansion of investment. It al so has 

a direct or an indirect influence on other factors thai are important in crealing conducive 

environment for investment. For example, bad governance can lead to poor infrastructure, 

delayed servi ce del ivery and weak financ ial institution fac ilities . Bes ides, the interview with the 

key informant investors indicated that even if governance of the zone to promote investment in 

the private agricultu ral investment has improved compared to the earl ier peri ods, still it is not at 

the desired level and needs fUliher improvement. The overa ll analysis indicates that the issue of 

governance in the study area is not sati sfactory and that it needs improvement. 

Figure 4.7 shows graphical representation of governance determinant factors fo r agricultural 

private investment in Metekel Zone. Accord ing to this fig ure, high percentage of respo ndents' 

agreement is observed on the occurrence of favorit ism during tax collection and land provision, 
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in which investors have paid inequitable and unfair revenue to the government. This problem is 

marked with 68.6percent and 11.4 percent of the respondents that agree and strongly agree 

responses for the prevalence of favoritism respectively. The other response with higher 

percentage is that the respondents stated the offering/requirement of bribe to get investment land 

(to which 55.9 percent and 27.1 percent agreed and strongly agreed respectively) . On the other 

hand responses to the practice of illegal investment, high tax imposition system and prevalence 

of insecurity did not show high variation between agree and not agree opinions by the 

respondents compared to the other governance problems. 

Figure 4.7: Respondents' opinions on status of governance constraints of agricultural private 

investment in Metekel Zone 

Governance factors influencing agricultural private invetment in the zone in the zone 
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Tax imposition and collection system 

In agricultural private investment of Metekel Zone, the respondents perce ived the state of tax 

co llection and imposition system differently. Investors' responses in tab le 4.31 indicate that there 

were high favoriti sms in tax collection in private agri cultural investment. As shown in the table 

68.6 percent of the respondents agreed on the prevalence of favori tisms in co ll ecting tax. 

In the same way, 11.4 percent of the respondents perce ived the problem with strongly agreed 

response. Conversely, 14.3 percent and 5.7 percent of the respondents strongly di sagree or 

disagree on the presence of favor iti sm in tax coll ecti on in agri cultural private investment of the 

study area. Besides, the respondents al so rated the tax imposition status of this investment sector. 

Accordingly, the data in table 4.30 shows that the majorities of the respondents did not accept 

occurrences of tax imposition on agr icu ltural private investment of the study area. The data in the 

table (table 4.30) revea ls that 34.7 percent and 44.4 percent of the respondents strongly disagree 

and di sagree respectively to the opinion that there is high tax imposition on the investors in 

agri cu ltural private investment in the zone. On the other hand, 16.7 percent and 4.2 percent of the 

respondents accept the presence of tax imposition in th is investment. 

The analys is indicated that favori ti sm in tax co ll ect ion (that is the absence of equitable and 

proper tax co llect ion) from agri cultural pri vate in vestors in the study area was observed and felt 

by investors as problem in governance. On the contrary, high or unreasonable tax im pos ition was 

not preval ent in agricultural private investment of the zone/study area. Hence, it was not a 

serious impediment for this investment in the study area as perceived by investors. 

Implementation of agricultural private investment related laws 

En forci ng and proper implementation of laws are important facto r to ensure good governance for 

all aspects of investment in genera l and agr icu ltural private investment in parti cul ar. When laws 

are weakly implemented or not enforced, individuals can act in their interest and/or the interest 

of few groups. The data in table 4.30 indicates that high percentage of the respond ents agree or 

strongly agree on the prevalence of uneqlial imp lementation of investment related laws. The 

table shows that 54.2 percent and 20.8 percent of the respondents respectively recognized the 

problem. This shows that investment re lated laws in agr icultura l private investment of the study 
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area were not equall y implemented to all investors as pe rce ived by the respondents. As a result, 

some investors might fee l dissatisfaction and be forced to term inate the project in this area. 

Illegal investment 

As the data in table 4.30 shows, 32.4 percent and 13 .5 percent of the respondents respectively 

agree and strongly agree on the presence of illegal investment in the zone. On the contrary, 54 

percent (24.3 percent strongly disagree and 29.7 percent disagree) of the respondents did not 

accept the presence of illegal investment in the zone. Though some respondents perceived the 

existence of illegal investment, majori ty of them did not perceive the availability of thi s act ivity. 

Hence, it is not the ma in governance imped iment of the study area. 

Table 4.30: Op in io ns of the respo ndents on governa nce rela ted co nstraints of IlI'ivate agricul tu ra l 
investment in Metekel Zone 

~;.:; . . O=strongly 3=litrongly 
I ~Determinant fa ctors of 20vernance ilisa~ee . 'J =disagree 2=.gree ag-ree :" 

There is illegal investment practice in the zone 24.3 29.7 32.4 13.5 

There is favoritisms in tax co llection 5.7 14.3 68.6 11.4 

bribe to .get land is hi.gh ly practiced 16.9 0 55 .9 27. 1 

Laws are not equally implemented to all investment 0 25 5·L~ 20.8 

weak inves( promotion and support 9.9 36.6 46.5 7 

weak confl ict resolution mechanisms 5.7 22.2 54.3 17. 1 

Instability securi ty 26.4 43.1 12.5 18.1 

hi.gh am oun t of tax imposition 34.7 44.4 16.7 4.2 

Tax collection has hioh corruption 11 .7 26.7 51.7 10 

Source: Field Survey (2009) 

Bribes 

The data in table 4.30 on perception of investors on corruption shows that bribe was paid by the 

investors in agricultural private investment of the study area to get land and to evade tax. This 

data indicates that 83 percent of the respondents accepted and agreed on the occurrences of 

corruption during offering land for the investment. Si milarly, 6 1. 7 percent of the respondents 

recognized and accepted the presence of corruption during tax collection. This indicate" that 

presence of corruption in the form of demandi ng bribes has been observed/perceived by 

investors in private agr icultural investment in the study area. Such percept ion by investors cou ld 
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have hindered the growth of agricultura l pr ivate in vestment portraying the zone as hav ing poor 

governance in the area of agricultural private investment. 

Prevalence of insecurity 

As shown in table 4.3 0, 12.5 percent and 18.1 percent of the respondents agreed and strongly 

agreed respectively in the prevalence of insecurity for the agricul tural private investment in the 

study area. Conversely, 26.4 percent and 43. 1 percent of the respondents strong ly disagree and 

disagree respectively in the presence of insecurity for the agricultural private investment. 

Therefore, relatively, the prevalence of insecurity in the study area, which negati ve ly affects 

agricultural private investment, is less as felt by the respondent investors. Along with this fact, 

conflict resolution mechanisms while insecurities happened in agr icultural private investment of 

the zone are weak as shown by the data in 4.30. F1lI1hermore, the table also shows that 54.3 

percent and 17.1 percent of the respondents agree and strongly agree respectively on the 

weakness of conflict reso lution mechanism of the study area. Besides, the interview with key 

informant investors and focus group discussants showed that, when conflict between local 

commun ity and the investors occurred/arose on farmlands and graz ing lands, the response from 

the government bodies were weak. Traditiona l indigenous based conflict resolution mechanisms 

were not wel l promoted and recognized by the government. 

This indicates, in spite of less prevalence of insecurity 111 the area of agricultural private 

investment in the study area, the mechanism to solve those observed problems were weak. In 

addition, the harmoni ous relationship between the community and the investor was not 

estab li shed to protect the possible confl icts between the investors and the local community. 

Investment promotion and government support 

Ethiopian government has introduced and promoted a free market economy and pr ivatization. In 

line with this pol icy, promoting and supporting a private developer has hi gh ly been introduced 

both at federal and reg ional level. As the data in tab le 4.30 indicates , the level of in vestment 

promotion and suppJ rt of government in agricu ltural private in vestment was not adequate. The 

table (4.30) shows that 53.7 percent of the respondents accepted and recogn ized weak level of 

investment promotion and SUpp0l1 from the government in agricultural private investment of the 

study area. On the other hand, 45.5 percent of the respondents stated that the efforts that were 
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exerted to promote and support this investment sector are not weak and they did not accept the 

low leve l of investment promotion and support. Besides, interv iew with investors and 

government employees as well as focus group di scuss ions indicated that the regiona l government 

of the study area is not consc ious and did not give due emphasis fo r the investors who have full 

fin ancial and technical capacity to util ize when land for investment was offered. Thi s indicates 

that investment promotion and support in agricultura l private investment of the area needs 

recons ideration. Furthermore, in spite of the introduction and practice of investment promotion 

policies such as tax hoi iday, long-range land lease and duty free import of capital goods the 

sat isfacti on level of the investors on the promotion and support is not high as ind icated in table 

4.30. Therefore, the applicability and the intensity of investment incentives in promoting private 

agricultural investors in the study area need further reconsideration and another research. 

To sum up, the overall resu lt of governance in ag ricultural private investment in Metekel Zone 

reveals that the level of governance to pro mote and attract inward investment is not suffi cient 

and needs improvement. Comparatively, the main impediments of governance in the zone were 

corruption and not serving the pub lic interest equitab ly and fa irly. 

4.6.4 Financia l institution and agricultural private investment in Metekel 
Zone 

Financial input is believed to be a decisive determinant factor of private investments. This is true 

for the fact that investment projects that use sufficient amount of capital can be more productive. 

Accord ing to the data in tab le 4.31, most investors have started the investment activities by their 

own startup capita l. On ly very few investors were able to use credit services from financial 

institutions for the startup cap ital. Among the respondents, 12.5 percent (9 respondents out of72) 

and 2.8 percent (2 respondents out of 72) stated that they had used bank loan and loan from 

relatives or friends fo r investment startup respectively. The other 84.7 percent of the respondents 

stated that they sta rted investment using thei r own capital. 
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Table4.31: source ofinvestmcnt startup capital in agricultura l private investment, Meteke l Zo ne 

; ;r}~~{otou)et lnVestment • .; . . .- . - lr ,. 
startn _capital? FreQu~ncy(n=72) Valid Percent Cumulative P.;:rcenl 
Bank loan 9 125 125 
Relat ives and/or friends 2 2.8 15J 

Own source 61 80 100.0 
Total 72 100.0 
Source: Field survey (2009) 

Data on the reasons fo r not using additional cap ital from financia l institutions were also gathered 

and the result has been shown in tab le 4.32. According to these data, those in vestors were unable 

to use credi t servi ces from fi nancial institution as a result of hi gh collateral asked by the financ ial 

inst itutions and inaccessi bi lity and unavailability of financia l inst itutions . As the data (table 

4.32), unavai labil ity and inaccess ibility of banks and/ or any alternative capable financial 

inst itution in the zone or in the woredas we re the leading prob lems with the percentage share of 

43.5 percen t of the respondents. The second constra int that prohib ited credit use for investment 

start up and expansion was high collateral requested by the financial institutions, which 

accounted for 30.4 percent of the responses. Thi rdly, fear of the volat ile nature of the farm 

investment by the financial institutions accounted for 10. I percent of the responses. The other 

problems contributed less than 10 percent separately and jointly accounted 15.9 percent of the 

responses. 

[n add it ion to the business community, lack of financia l institution in the zone or in the woredas 

also imposed an impact on the workers' saving habit. One young worker stated the problem 

saying: 

.. . money in [his area is nothing except earning and counting once when I have been paid. Five or six 

thousands of ErB is earned in few 1110nths but we sped within a month or less. Because of lack of bank in 

the area we keep Ihe money in our pocket, we live together in the camp and we do not have any secured 

place 10 save the money. Wh en we come 10 Almahal or Ivfankush lawn, we lise it for food and enjoyment. 

When we finish the money. we start to lookfor the job. " 

In add it ion, a midd le-aged investors stated about the problem of bank as "d. when 1 sale the 

product, J am forced to buy sand and rent a vehicle to Chagni. where Commercial Bank of Ethiopia is 

found in Amahara Regional State . . d. rr is not for the sake of construction bllt to hide money in the sand in 

order nol to expose to Ihe robbers on the way to .bank" 
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This ind icates that unavailabili ty of financ ial institutions and the co llateral asked by the financial 

insti tutions have stagnated the performance of agricultural private investment in the zone. Credit 

pol icy of fi nanc ial institution in the country (high col lateral requ ired) prohibi ts private investors 

in agricultural sector of the study area not to increase their investment act ivities. Besides, 

unavailab ility of bank ing servi ces in the zone andlor in the woredas imposes a negative impact 

on the performance of agricultural private investment of this area and saving of the employees. 

Table 4.32: Opinions of the respondents on factors contr ibuting to less access to credit services in 
agricultura l private investment 

1."Yv'hat' facfors hil!()er you not to get access to credit Frequency 
cumulative·j~rCent t· serVices?, • . , (n=69) , Valid Percent 

Volatile nature of agricultura l investment 7 to. 1 10. 1 

Hi,gll collateral asked by the fina nciat inst itutions 
21 30.4 40 .6 

Unavai labi I ity and accessibi I it)' of credit facilities 30 43.5 84. 1 

Less capacity of financial institutions 
2 2.9 87.0 

Absence of long - terlll credit 6 8.7 95.7 

High interest rate 3 4.3 100.0 

Source: Fteld su rvey (2009) 

Similarly, the data in table 4.32 shows that there is difference in annual revenue earned among 

bank credit users, credit users from fri ends or re latives and own capital users. According to these 

data, all bank cred it users have earned average annual revenue between 200,000-500,000 ETB. 

It is relati vely the highest annual revenue earned in the area whereas investors who used credit 

services from friends or relatives obtained the least amount of annual revenue. It is 50,000-

100,000ETB per ann um . On the other hand, those investors who used their own capital for 

investment startup have obtained ann ual revenue from al l the three categories of revenue. That is, 

on some of them have earned from 50,000-1 00,000ETB, the others earned from 100,000-

200,000ETB and some other who used own capital have earned from 200,000-500,OOOETB per 

annum . This shows that both internal and external finance is the determinant factors for 

augmenting investment outputs. This can be, as a resu lt of those cred it users from the bank may 

use capital goods to augment the ir productivity. Hence, the investors in agri cultural private 

investment of the zone experienced lack of capital to utilize their lands properly and timely. 

[n vestors who had used credi t services fo r investmen t startup in add ition to thei r own cap ital 
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were able to earn more annual revenue compared to th ose in vestors who have lI sed only the ir 

own capital and than those who borrowed from friends at micro level in agricultura l private 

investment of the zone. 

Table 4. 33: Relative share of respondents' annual revenue who used credit services from bank and 
non- ba nk credit users in agricultu ral private investment, Metekel Zone 

Respondents' source of -, 
~H~: investment startup AnnuaJ Revenue I 

' Capital . . . 100000- 260000- not yet earn 
' Totar . , 

50000'-100000 20Q()00 500000 revenue ' 
Bank loan 0 0 4 5 9 

.0 percent .0 percent 44.4 percent 55.6 percent 100.0 percent 
Relative and/ or friends 2 0 0 0 2 

100.0 percent .0 percent .0 percent .0 percent 100.0 percent 
Own source 18 18 18 7 6 1 

29.5 percent 29.5 percent 29.5 percent 11.5 percent 100.0 percent 
Total 20 18 22 12 72 

27.8 percent 25.0 percent 30.6 percent 16.7 percent 100.0 percent 
Source . Field survey (2009) 

Moreover, unavai lability of cred it se rvi ces influenced the use of capital goods and land. 

Accord ing to interview conducted with investors, most in vestors did not have finan cia l capacity 

to utili ze the obtained lands as per the intended plan . FUlther, some investors stated that they had 

used oxen fo r farm ing activities and others used rented tractors. 

The data in tab le 4.34 indicates that among 72 respondents, 14 (19.4 percent) explained that they 

had no tractors or any other modern capital goods fo r investment and use oxen and/ or rented 

tractor for farm act ivity. It was di sclosed during interview with investors that the reason for 

being unable to use capital goods for input is inaccessibi li ty and unavailability of cred it services 

from financial institutions. Thus, the overall analysis has shown that there was cons iderable 

constraint in financia l service prov ision fo r the private investors in agricul tura l investment of the 

study area. 
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Table 4.34: Relat ive share of respondents in own ing and using cap ita l goods for investmen t in 

agricultu ral private investment 

AreX~u, used"cawlal go<;.df(litIctors, .. ", ''':'- ... . ~ .: 11 cQlI1biners,or any other)'ror your I . 

invesOllent? - Frequency Valid Percent Cumulative P~rcent 
No 14 19.4 19.4 
Yes 58 80.6 100.0 
Total 72 100.0 

Source: Field survey (2009) 

4.6.5 Market and agricultural private investment in Metekel Zone 

Market has a key role in the profitabi li ty and sustainabi lity of the business. Access to niche 

market for the inveslment outputs guarantee the investors to expand their firm and to ensure their 

sustainability. In Metekel Zone, agri cultura l private investment activity is mainly dependent on 

loca l or domestic market to sell their products, Many of the investors have sold the products at 

the farm, Addis Ababa and/or to any area in the country. As the field su rvey data reveals that, out 

of 72, only two (2.8 percent) respondents stated that they have exported thei r products abroad 

(tab le 4. 35). As the key informants interv iew with investors, the ma in reason for not exporl their 

products is as a result of lack of capacity to export. 

In addition, the data in table 4.35 indicates that the investors have a big market problem. Mainly 

the problem was created because of poor road net work, low price and lack of niche market. 

Among the constraints, inadequacy of transportation facility as the result of poor road net work 

services contributed 50 percent of the response, low price is the second severe problem with 

34.4 percent of the response and lack of access to niche market is the third with percentage share 

of 16.4 percent. Damage on the roid net work (infrastructure) has particu lar limitation on market 

access and distribution of products from investment site to urban markets. Th is indicates that 

investors who have engaged in private agricultural sector in Metekel Zone have no sufficient 

market and the products were sold at fewer prices as the result of less infrastructure access and 

lack of niche market in the area . Besides, in sp ite oflhe fact that thi s research has no objective to 

assess the capacity of the in vestors in the study area, most of the investors in the zone who 

engaged in agricultural private sector may have no adequate capacity to export their products 

abroad and to get reasonable prices fo r their products. 
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Table: 4.35 Area of product selling and facto rs contri buted to less market in ag ricultural private 

investment, Metekellone 

!. W$erJi~o¥oushle'the"proauC!s? . 'Pi. 
. Frequency (~=72) .."Jl ; ~ .. :~:~<, ,. "'. " Valid Percent Cumulative Percent 

With in the country 70 97.2 97.2 

Exported out of the country 2 2.8 100.0 

W)iat &ie ni~in market problems for yoJi 
investllTent? . Frequency (n=61) Valid Percent Cumulative Percent 
Lack of trans pori at ion 8 13. 1 13. 1 
Inadequate road network 22 36.1 49.2 
Low price 2 1 34.4 83.6 
Lack of mark access 10 16.4 100.0 . Source: Field survey (~009) 

4.7 Agricultura l private investment and its impacts on Natut"al Resource in 

Metekel Zone 

Natural resource conservation is one of the key roles in sustainable development. According to 

EEA (2005), agricultu ral investment enhances the use of scare natural resources in an efficient 

and sustainable manner. However, as the information gathered from the focus group discussions 

of the study area showed that, the prevai ling situation in agricultural private investment in 

Metekel Zone seems to be inconsistent with thi s literature. As the di scussions were further 

ind icated, in the zone, to use land resource for the agricultural private investment, land cover and 

wild life have been devastated, In the way to investment, the conservation of natural resource has 

forgotten, Rarely fou nd wi ld animals have migrated to Sudan and to the vicinity of Abay River. 

In addition, the foclls group di scllssion in Gliba woreda revealed that, in Guba wo reda Lion and 

Buffalo had frequentl y observed in the forest surrounding Mankush town st ill recent ti me. Now 

these wild animals are rarely appeared onl y along the border (Ethio-Sudan) . 

In addition to migration of wild animals, also the same source indicated that the local 

communities are filling inconvenience supposing that lack of water and grazing land will be 

occurred if things are continued in such a way. Mainly the commun ities members' inconvenience 

is arise from the ground of large land size offered fo r the investors and high number of 

agricultural investment with in the absence of land use policy. 
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In genera l, the above di scuss ions indicate that agricultu ral private investmen t in the area is less 

compatible with env ironment. Investment in li ne with environmentally fr iendly is not given due 

considerat ion. Likewise, the regiona l governm ent gives very less attention to the conservation of 

natural resources and related laws are loosely enforced and less implemented . EEA (2005) 

asserted that agriculture investment en hances the use of scare natura l resources in an effic ient and 

sustainab le manner. However, the research fo und that natura l resources were not properly 

managed and conversely the investment in the sector destroys the resource. It is because of 

investment related laws and conservation of natural resource did not give due conside ration in 

the study area and weakly implemented. This finding more consistence with the research finding 

by Debora and John (2006) which stated that when laws are lax or poorly enforced by the 

government and public inspection is weak, private sector activity influence the destruction of 

natural resources tha n the effic ient use of natural resources. 

4.8 Future prospects of agricultura l private investment in Metekel Zone. 

Agri cultural private investment in Metekel Zone has been at increasing rate since 2006/07(tab le 

4. 5). The rate of increment may promise the development opportunity of the zone that additional 

more emp loyment opportunity contribute to government revenue and may introduce new 

technology and entrepreneur abi lity to the loca lities. 

4.8.1 Optimistic views of the investors 

According to data in tab le 4.37, all investors (100 percent) in agricu ltural private investment of 

Metekel Zone were responded positi vely on the plan for the expansion and persistent in the 

investment activ ities. However, as to whether they are confidentiall y sure to in vest according to 

the contractual agreement signed (40/50 years), some investors were not accurate about the 

duration. As data in tab le 4.37 shows 72.2 percent of the respondents were confi rm ed that as 

they will continue to invest as per the contractual agreement whereas 27.8 percent of the 

respondents were not sure for how many years they will stay in the investment in the area. The 

hesitation of the investors was asserted through the interviews with the key informant investors. 

According to the imerviews less problem of security, corruption and infrastructure facilit ies are 

the main problems for their lack of confidence and certainty. 
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Moreover, the data in ta ble 4.36 indicated that 72.2 percent of the investo rs are happy to pay 

reasonable tax if constraints will be reduced and the governm en t fac ili tates infrastructures and 

other provisions whereas 27. 8 percent of the respondents were pess imistic to pay and not agreed 

on the opi nion asked. 

Table 4.36: opinion of the respon dents on the future views of the investors to inves t and pay tax in 
agricul tu ra l private investment, Meteke l Zo ne 

.Me:.j.9;,: hapl'Yto pay reasonable tax if 
, ,." ,. " ir 1 0 , 

~ 

the .extmptions will ~bandon and . 
f~ilities will be improved relatively? , ~ FreQueocV(il=72) '" Valid Percent Cumulative Percent 
No 20 27.8 27.8 
Ves 52 72.2 100.0 
Total 72 100.0 

. Have'you a pilln. to expand your 
Frequency (n=72) Cumulative per~nt investment in the further? Valid Percent 

Ves 72 100 100 

Total 72 100 100 
For how many years you want to Frequeney(n~72) Valid Percent CUJi~ulati"e {ireept invest In the area? .: . 
Until my contract wil l have been 52 

72.2 72.2 
completed 
Not known ( I am not sure) 20 27.8 100.0 

Sou rce: Field Survey (2009) 

Accord ing to key informant in vestors interv iew those investors who has opinion unwill ing to 

pay tax in relation to thei r investment if things would improved argued that, system of tax 

admini stration by the govern ment and reim bursement of the revenues to in frastructure and public 

utilities in the investment areas have not observed so much so fa r. This ind icates that although 

most investors in the zone in agri cu ltu ral private in vestment are opt imistic views regarding to the 

future prospect of agricu ltural investment in the study area, system of governance in the zone and 

level of infrastructure facilities have a negative impact on the future views of some investors not 

to set long-range plan. Furthermore, this may result in term ination and ex it of the investors. 

4.8.2 Threats of agricultura l private investment in Metekel Zone 

According to the field survey data in table 4.3 7 shows, the main threats that were stated by the 

respondents are corruption and favoritisms with 71.8 percent of the cases, insecurity in the area 

accounts 59.2 percent of the cases and absence of land use policy shared 52.1 percent of the 

cases. Similarly, infrastructure and credit servi ces are also expected as significant impact in the 
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future wi th the percentage share of 49.3 percent and 38.05 percent of the cases. The other, such 

as lack of suffi cient wo rke rs is accoun ted less percentage share compared to the other threats. 

Table 4.37: T hrea ts of th e inl'es tors in agricu ltural private investm en t of Metekel Zone 

Respnses 

.Responden!s 

N percent cases 

governance (corruption and favoritis ms) , 51 25.2 ' 71.8 

Infrastructure( road, telephone, electric, health care services and water) 35 17.3 49.3 

absence of land lise policy 37 18.3 52.1 

Prevalence of insecurity 42 20.8 59.2 

6 2.95 I 8.45 
1-:---:--;,-:--··-------------------·--- ------f-,--+::-::-:--+::..,..,.·---1 

lack of adequate workers/employees 

I ~:2 13.35 1 ~80a 100.0 _84.5 

lack of cred it services - - -

Total 

Source: Field survey (2009) 

In overall, the fear of investors in agricu ltu ral private investment of the zone is issue of 

governance compared to the others. This is due to the infancy of governance in the zone and less 

accountability and transparence of government service delivery in the area. Besides. as far as 

problem of security is concerned the interview with selected community members and FGO l3 

indicated the occurrence of kill ing investors and stabbing workers made man ly the investors 

insecure. Similarly, lack of land use policy and separate land for agricultura l private investment 

also create inconven ience and less guaranteed the investo rs, since conflict on land occupation 

and graz ing land has started between investors themselves and with the local community as the 

same source above further indicated . 

4.8.3 Newly amended agricultural private Investment laws and their 

implementation 

The amended investment law of the region under proclamation No 79/2009 can be the base to 

predict the future trends of agricultural private investment in the zone. It is amended to use 

13 Focus group discussion 
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agricultural private investment as a means to development and to motivate private sector 

developers. According to proclamation and regulation numbered 29/2009, government revenue 

that will be col lected from the sector has increased as the result of abando ning exempt ion from 

land lease fee and reduces exemption fro m agri cu ltural income tax for non-durable crops/annua l 

cropsl4 (Lisan Hig Gazeta Proc No 79/2009; Regu lation No 29/2009, 2009). 

However, the key informant investors said that only few, probably less than twenty-five percent, 

most of the investors were not interesting on these aforementioned amended investment laws. It 

is mainly, because most of the investors are not in a pos ition to utilize al l the obtained lands at 

the same time and lor in short periods as the same source indicated. It is as the result of clearing 

of land to make su itable for tilling needs high cost and time. Paying land lease fee from the eve 

of obtaining land without utilizat ion may result in cost outweighing the revenue over long 

periods and it is inevitab le that recouping the investment cost takes long period. This shows that 

some investors may terminate the investment because of incapability or low profit and further the 

flow of investment to th is sector may reduced compared to the previous two years (2006/07 and 

2007/08). 

14 Durable goods are categori zed fo r the plants such as orange, ma ngo, apple, and other similar plants that are ripe an 

output withi n three tr more than three years. 

93 



,. 
CHAPTER FIVE 

5 CONCLUSIONS AND RECOMMENDA nONS 

5.1 Conclusion 

Private investment is the key element for growth and development and has a lot of contribution 

to socio-economic development of an area. The free market economy and privatization policies 

of Ethiopia have motivated investment activit ies from both domestic and international markets. 

However, the contribution of pr ivate investment for deve lopment has var ied across sectors and 

has not been to the desired level compared to the resources in general and in agricultural sector 

in particul ar. Agricultura l private investment is one of the areas with less explo ited resources 

consider ing the abundant natura l resources suitab le for the investment. 

In Metekel Zone of Ben ishangu l Gummuz Regional State, agr icu ltural pr ivate investment sector 

stalted in 1993/94 with only one investment pro.i~ ct. Subsequently, the volume and trend of the 

projects in agricu ltural pr ivate investment has increased and sometimes showed fluctuation. It 

was found that agri cultura l private investment was increas ing at a decreas ing rate from 1993/94 

to 1999/000 ma inly as the result of the privatizat ion policy and free market economy introduced 

in the country. On the other hand, low volume of the projects was observed over the years 

because of poor infrastructure, prevalence of insecurity, absence/less investment promotion and 

less capacity of the investors. Conversely, the trend of investment projects showed decline from 

1999/00 to 2005/06 due to poor infrastructure, insecurity, rent-seeking behavior of some 

investors and less attention given for the sector by the government. From 2006/07 to 2007/08, 

the trend showed tremendous increment and progress mainly as a result of improvement in 

infrastructure facil ities in some 1V0redas of the zone, promotions made by the government, 

relative ly secured environment compared to the previous years. 

The analysis also showed that although the number of workers employed in agri cultura l private 

investm en t sector in the zone was I'ery high in number (compared to other investment sectors) 

the quality of their life concerning their work and living conditions was not at a satisfactory 

leve l. Indeed, the majority of the workers accepted the wage payment as adequate compared to 

their previous earning and perceived their livelihood has improved. Facilities in housing and 
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transportation were better offered on the investment sites compared to health care services, 

subsidized food and drinking wate r. [n additi on, condi tion of employment is mostly on casual 

bases. Workers are emp loyed for the short term and many of the investment finns did not sign 

contractual agreement with the workers . There were frequen t turnover. As the resu lt, the workers 

in agricu ltural pr ivate investment of the study area fee l insecure and instable. 

As far as government revenue is concerned, the study revealed that the agricu ltural private 

investment in the zone appeared ill functioning. The overa ll average contribution of government 

revenue from agr icultural private investment in the zone was below one percent (0.66 percent) to 

the total annual revenue . The main causes for less contri bution to revenue were less volume of 

the investment, weak tax adm inistration and follow-up, less willingness of the investors to pay 

and long-term tax holiday allowed fo r short term/annual crops and exit of investors. The data 

fro m investment promot ion office revealed that from 1993/94-2004/05, out of 26 agricultural 

private investors 18 investors had terminated and/or have been dismissed (BGRS[PO,2008). 

Further, the concerned government bodies did not give due cons iderations for government 

revenue generation and administration . 

Bes ides, the main causes for less volume of investments and termination and di"ni sq l of 

investors in agricultura l private investment were poor infrastructure facil ities, weak governance 

and rent seeking behavior of the investors. Some private investors who came to the zone to 

invest in agricultural production also needed other profits than agricultural investment. Charcoal 

making, timber production, selling and renting of imported capital goods free from customs duty 

were the keen in terest of the investors and this resulted in low vo lume of private agricultural 

investment. In fact, weak superv ising of the government bodies, which all owed a loop for the 

rent seeker investors and government offic ials has also contributed fo r the problem. 

Government service delivery/ bu reaucracy, infrastructure, governance, financial institutions and 

market were some of the determinants of agricu ltura l private investment in the study area. 

Regarding service delivery, service delivery while obtaining land for investment was much 

de layed, it \Vas far more days than the standard se t. The stud y showed Ihal on '" cragc il t""K 

27.5 days to obtain land for investment after getting investment license however, the standard set 

is maximum of I 0 days. On the other hand, service de livery in obta ining registered trade name 

was relatively better and on average the serv ice was del ivered in less than 15 days. Besides, most 
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of the infrastructure facility was poor because of limited and poorly constructed road network, 

absence of telecommunication, less electri c power su pply and shortage of drinking water. The 

find ing showed th at health care service was poor and substantially influenced the expansion of 

the investmen t negatively. Only few investors provided first aid and malar ia medication wh ile 

the workers were infected with malaria. 

Road net work was the most highly needed and superi or determ inant factor for agricultural 

private investment among infrastructure facility in the study area. Lack of road network resulted 

in the lack of proper market for products, problems in providing supplies to the workers on the 

investment sites and made the investo rs unwill ing to invest in areas away i"rom the \\orcda to\\ns 

in spite of the avai lability of potential arab le lands. Regarding telephone services, the research 

showed that te lephone services in many cases experienced frequent failures. In turn , thi s created 

delay in receiving and sending market information and caused retardation of investment in the 

sector and it was recognized as im portant and determinant facto r for agricultural private 

investment 111 the zone. Besides, electri c power supply was also among the determinants for 

agri cu ltural private investment in the study area. However, it was not highly rated by investors as 

a determinant factor compared to road, telecommunication and water faci lities for agricultural 

investment. This is probably because of the fact that almost all the investment activ ities are 

carri ed out in primary production and did not need electric power for processing. 

In assessing the level of governance, the overall finding indicated that governance was one of the 

factors that determ ined the profitabil ity of agricultural private investment in the stu dy area. The 

analysis mainly showed that bribe, practice of tax collection and administration, promotion and 

support for the sector, weak conflict resolution mechanism and absence or low enforcement of 

investment related laws and po licies were the main governance rel ated constraints, which 

im posed an impact/negatively influenced expansion and contribution of agri cultura l private 

investment in the zone. In addit ion, others, such as high tax imposition, prevalence of illegal 

investment and insecuri ty were found to be governance constraints. However, compared to 

practice of tax collection, favoriti sm and br ibe, thei r impact was less . Bribe during land 

acqu isiti on and tax collection, favoritism in tax collection, weak confli ct reso lution mechanisms 

were rated by in vestors as the superior constraints fo r agricultural private investment of the zone. 
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Moreover, the research ind icated that unavailability and inaccess ibility of banks and absence of 

potentia l micro credit institutions, high collateral, volat il e nature of farm investment and absence 

of long-term credit were the main contrib utors to fin ancial constraints of the sector in the study 

area. Financial institutions were not adequately avai lable and access ible by private agricultural 

investors in the zone. These financial constraints had an impact on the utilization of resources 

such as land and productivity of the investors in the zo ne in the agricultural sector. As a result, 

84.7 percent of the investors used their own cap ita l for in vestment start-up. FUl1hermorc, the 

finding showed that bank credit users earned more revenue than non-credit users and credit users 

from fri ends/rel atives. 

Market was the other area of constrai nts that determined agricultural private investment in the 

study area. Market is not easily access ible. The study showed that, main ly lack of transportation, 

di stance of investment sites from niche marker area , lack of ful l demand in the area and low 

price were the main problems which contributed to marketing constraints in the study area. 

Further, the study showed that agricu ltural private investment in the study area caused migration 

of wild animals to neighboring country (Sudan) and forests have been highly destructed. The 

level of natu ral resource conservation and agri cultural pri vate investment relationship was weak 

and that the investments were not environinentall y- fri endly. This was mainly due to lack of 

preserved separate lands for thi s investment act iviti es in the zone, which in turn resulted from 

absence of land use policy of the Region. 

Concern ing the prospects, the stud y ind icated that most of the investors fe lt optimist about the 

future and had a plan to expand and invest more in the zone as per the contractual agreement of 

land leases. Besides, the amended investment laws can generate more revenue for the 

government; however, it needs proper cons iderations for its effectiveness. Conversely, due to 

prevalence of constra ints some other investors were pessimistic about the fu ture and were not 

sure about the duration of their investment in the area. Indeed, the pessimists req uire enduri ng 

security, good governance and improved infrastructure to be encouraged. 

5.2 Recommendations/Policy Implications 

Private sector development is the engine fo r growth and development of a country. The 

contributions from the sector should benefit the soc iety, since development should be peop le 
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centered. Investment by the private sectors therefore should bring some improvement on societal 

livelihood and liv ing conditions without threatening the natural environment. This is to mean that 

private in vestors should carry out their soc ial responsibil ities whi le investing in a locality. On the 

other hand, constraints wh ich have impeded investment in the sector should be so lved and 

favorable investm ent environment is required for the investors. So tha t, the government should 

amend its development laws, fully enforce these laws and review continuously development 

po licies and laws to cope-up with the dynamic change of the world . 

Therefore, the followings are the recommendation and/ pol icy implications that may help to 

tackle the identified constraints and enhance policy formulation for the zone. 

1. Working conditions of the workers employed in agricultural private investment 

The fact that workers were living in a congested house in the investment sites may expose these 

labor force to ep idem ic disease and hinder them from producing. Thus, due attention should be 

given by government and investors to improve the liv ing condition of workers on agricultural 

investment project sites. Moreover, the government shou ld construct health faci lity nearer to the 

investment sites that the surrou nding in vestors and the workers can use toge ther. The investors 

themselves also shou ld preserve subsidized med icines and tents fo r thei r workers in coll aboration 

with the government. 

2. Contractual agreement should be signed between the workers and the investors 

There were job insecurity and instability in agricultura l private investment of the zone, which 

resulted in high turn over and causality type of employment. Therefore, there should be a 

contractual agreement between the investor and the workers to safeguard the rights and benefit s 

of the workers. Moreover, workers' assoc iation should be formed or the existi ng unions be 

encouraged to safeguard the workers. Government also needs to enforce laws that require the 

investors to sign an agreement wi th the workers. 

3. Integration between government orga ns at regional, zonal and woreda levels on 
. government revenue generation and service delivery 

The research showed in vestment li cense and land lease certificate and revenue generation system 

were not clearly des ign and complex. Hence, to reduce bureaucratic red tape between these 

institutions and to make service delivery system short and clear, work and information flow 
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shou ld be carried out properly and timely. System of investment and government revenue 

adm inistration should be revised and redes igned. Bes ides, investment administration should be 

decentr'alized and established at the lower ti ers of the govern ment in such a way that the flow of 

information and service delivery to the investors can be facil itated without taking much time and 

with less complexity. Therefore, investment department should be opened at zona l level and 

investment coordination desk should be established un der Finance and Economic Development 

Office at'woreda level in order to supervise the investment activities at the close look. 

4. Need to install reasona ble investment incentive sc hem es. 

Investment incent ives have to be revised. With remoteness of an area, med ium term tax ho liday 

is needed. Ir. the prcvious time, five years was a uniform tax holiday peri od without any 

class ificat ion which is not reasonable for investments in annual crops. Recently, in February 

2009, this law was amended and land lease fee is non- incentive taker and the law is app licab le 

to all investors who obtained land before the issuance of the law and after the issuance of the 

law. However, land lease fee should be tax exempted at least unti l the investors recoup their 

investment cost and complete land preparation for three years. 

5. One-stop shopping of investment serv ice delivery 

As it was stated in the research, one-stop shopping service delivery has not been implemented in 

the study area. Thereforc. to enhance government serv ice delivery. land acquis iti on certiricate. 

investment license, forrn:ll ity fo r trade name registration, and relevant agreements shou ld be 

done with investment promotion offices at regional and zonal level. Hence, to improve the level 

of serv ice delivery, cJlh~ nce good governance, and attract inward investment, the regional 

government shou ld givc consideration for this type of service delivery and should practice it. 

6. Infrastructure facili li l''\ 

The regional government should give a merit to construct road net work that connect woreda 

town center to the main investment sites, from the woreda center to potentia l arable lands with 

all season 'roads. In thc mean time, some constructed roads lack bridges. These roads should be 

fully constructed with bridges and timely maintenance services should be focused. Bes ides, 

wate r supply and telecomm unication services need attenti on as their inadequacy seemed to be 

negatively influenci'lg til:, investment. 
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7. Good Governance 

In the zone, the level of governance is not good enough to promote in vestors. Internal conflict 

and mechanisms to stable the conflicts should be secured. Corruption needs to be reduced, 

regulati ons, and institutions need to be reformed. 

v' Prevalence of insecurity and conflict with the loca l people 

The conflicts that have arisen with the local ind igenous people mainly appeared to result from 

lack of awareness by the locality about this in vestment, lack of need assessmen t by the investors 

as well as government bodies, and weak communicat ion between the investors and the local 

community. When investment land is ass ured for the investors as free from graz ing land and 

farmers' occupation, the people dwe lling in the area need to participate act ively and discuss the 

issues. Participation of the local people in the discussions can enhance trust with the government 

and develop the sense of inclusiveness with the investors. In addition, solving such internal 

conflicts, traditional/informal conflict reso lution mechanisms should be encouraged in addition 

to formal legal sanctions. 

v' Endorse regional land use policy. 

Lack of land use po l icy and separated land fo r investment were the causes for weak management 

of agricultural private investment in the zone. This lack of land use policy was found to be the 

main cause for the conflicts and insecuri ty, deforestation, wild life migration and improper land 

utilization. Therefore, the government of the region should take the problems in to consideration 

and then land for the investment shou ld be identify 

v' Bribe and favoritism should be controlled and frequently audited 

According to the study, corrupt ion was common in investment activities in both regional and 

woreda concerned offices, especially when land lease agreements were signed and when land 

was offered fo r the investors and during tax co ll ection. Reforming and reduc ing corruption 

tend to requ ire the cooperation and participation of large number of people. Hence, the regional 

concerned government organ need to cooperate with, create awareness to the soc iety, and 

supervise the action of corru ption . Laws should be implemented equal ly and properly enforced . 

Besides, the government should make an assessment concerning corrupt ion activ it ies in this 
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investment secto r. Appropriate ethical and responsive officials have to be assigned to enhance 

the investment activities and maintain the existing investors. 

vi Strengthen the institutional capacity of investment promotion office 

The previous and prevailing situati on revealed that the institutional capacity of Regional 

Investment Promotion Office is not able to manage agricultura l private investment. It is ill 

equipped in internal materials and equipments as wel l as human power. Therefore, capable and 

experienced profess ionals from related fields or di sc iples shou ld be employed. The present day 

naming and assigned responsi bility to the office with mere political concept is not enhancing 

the investment and should be changed to the conce pt of promotion and dc \ elopmen t 

management. Further, currently, land fo r investors is transferred without measuring, the 

suitability of the so ils with the kind of crop is not vividly known. There are no modern 

measurement tools. Hence, the inst itution needs to be equipped with necessa ry and relevant 

technological too ls in order to manage the lands and to provide accurate and valuable 

information for the users . 

8. Financial institution and market 

Conditions of financial institution and marketing also need due attention to enable agri cultura l 

private investment in the zone. Unavailability and inaccessibility of banking services had an 

impact both on investors and on employees to use adequate input and saving. Hence, attracting 

banking institutions to be established in the area and strengthening the capacit) of llIiCl'o­

finances should be the area of attention. 
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7. Annexes 
Annex 1: Instrument used for data collection 

1. Questionnaires for agricultural Privat.e investors (sample investors) 

The purpose of this questionnaire is to obtain data and to better understand the s ituations in agricul tural 

private investment in Metekel Zone. Such as, the role of agricultural private investment in generating tax 

revenue, contribution for employment, constraints that hinder the development of agricultural private 

investment. The informatio n is needed ultimately for research purpose for the fu ll fi lament of Master of 

Art Degree in Regional and Local Development Stud ies. Your answer should rellect only your perception 

and practical part icipation and experience in relation to agricultu ral private investment in the zone/your 

woreda. The research is expected to have policy implication and improvement measures in re lation to 

reduce or eradicate the constraints and develop the sector. Hence, it will benefit private investment li ke 

yours, and the zone as one means of development. Therefore, your honest and timely response to all the 

questionnaires is very important for the success of the research. 

Note that the information obtained here w'i ll be treated strictly anonymously and confidentially . Neither 

your name nor your registered investment name will be used in any document based on this survey . 

Note: the questionnaire comprises both closed - ended and open- ended type. For the closed- ended type 

you are kindly requested to check or put "x" sign in the bracket in front of the question. For the multiple 

answers in a single question, it is possible to check more than one choice. In the open ended type of 

question you write your opinion precisely and clearly in the space provided. 

Part one: General information 

i. Country: - Ethiopia [ 1 Foreigner [ 1; ii. Sex: 

18 -30 [1 31-40 [ 1 41 -50 [ 1 above 50 [ 1 
Married [ 1 Single [1 Divorced [ 1 

Male [1 Female [ 1; iii. Age: 

iv. Marital status: 

v. Ed ucational background: Illiterate [ 1 primary education complete [ 1 secondary educat ion 

complete [ 1 certificate [ 1 DiplomaITVET [ 1 Degree [ 1 Above Degree [ 1 
vi. How did you get information for investing in the zone? Through promotion by the regional 

investment office [1 through the earlier investors [ l ather [1, please mention ifany -

vi i. Investment certificate issued date : -------is the certificate was registered for you/you are a 

member or in others person/ organization name ------------- --



viii. Status of investment : on the preparation stage [ ] in operation [] not yet started [ ] 

ix. Year of investment Start - up: ----------------------If in operation had it started according to the 

plan? No [ ] yes [ ] and if your answer is no specify the reason -------

x. If it is in operation when did you start the actllal work: less than one year [ ) one year [ ) two 

years [ ) three years [ ] four years [ ) fi ve years [ ) over five years [) 

xi. Sub- sector of activity: 

In which sector you have registered and invested? 

I. Primary agriculture: Food crop [ cash crops [ ) mixed food and cash crops 

li vestock [ ) forestry [ ) fishery [ ) 

2 . Secondary agricul ture: food- processing [ ) coffee processing [ ) wood products [ ] beverages 

[ ) tanneries [ ) 

x ii. Form s of project ownership: 

Sale proprietorship [) partnership [ ) share company [ ) private Limited Company [ 1 If the form of 

investment is sale proprietorshi p, the ed llcationalleveI of the owner: 

Illi terate [ ) primary education complete [ ) secondary education complete [ ) cert ificate [ ) Diploma [ ) 

Degree [ ) A bove Degree [ 1 
xiii. Does your investment have branch in another zone or region? If yes how many ------

xiv. Have you other undertakings other than investment in agriculture? Yes [ 1 No [ ) If yes please 

mention thc num ber and the nameis -----------------------------

Part Two: agricu ltural private investment in perspectives of employment and tax revenue. 

1. Average salary: For permanent workers per month (in ETB): less than 100 [ ) 101-300 [ ] 301-

500 [ ] 501 -700 [ ] 70 1-900 [ ) 901 -1100 [ ) 11 01-1300 [ ) 1301-1 500 [ ) above 1501 [) 

For the temporary workers per month( in ETB): Less than 100 [ )100-300 [ ] 30 1-500 [ J 501-700 [ ) 

70 I-I 000 [ ) above 1000 [ ) 

2. How do you recruit and select the workers? By anno llncing the vacancy [ J direct employ [ ) 

both [ J 

3. Is there workers turn over in YOllr investment area? Yes [ J No [ ] 

4. Ifthere is a tllrn over, how is the fr$'qll ency? High [ J moderate [ ) low [ ) 

5. How many workers have left YOllr organizat ion in a year on average? Less than 5 [ ) 5-10 [ 

10-20 [ J 20-40 [ J above 40 [ ] 

6. How do yo u perceive the reason for turn over? Less salary [ ] alternative work [ 

climatic condition [ ) unable to do as per the rule and regulation of the organization [ 

facil ity [ ) ifany more, please justify -------------.------------------

1 harsh 

J lack of 



7. Have you provide facil ities for the workers? Yes [ ) No [ )I f your answer is yes of what 

type? House [ ) transport [ ) free medical services [ ) affordable medical services [ ) if any 

more please speci fy -----------------.-----------------------------------------------

8. Do you have a plan to hire additional workers in the future? Yes [ ) No [ 

9. If your answer is yes in No '8' above, how many workers you want to add after one year? --- after 

two years----after three years-----

10. For how many years you have signed a contractual agreement with the workers? One [ ) two [ 

) three [ ) four [ ) five [ ) over five years [ ) 

I. 

3. 

2.1. Government Revenue 

How many hectares of land you had obtained for investment? ------------

How many hectares of the total land you have utili zed for production? Below quarter [) quarter 

of the total [ ) half of the total [ ) more than half [ ) all of the acquired land [ ) 

For how many years you have obtained the land for investment? 5 [ )1 0 [) 20 [) 30 [40[) 50 [) 

more than 50[ ) not fixed [ ) 

4. What is your average annual revenue fro m the agricultural investment that you are undertaking? -

5. Have you paid taxes or any fees for the government? Yes [ ) No [ ) 

6. If your answer is yes in no '5' above, what types of tax? Land use tax [) income tax [) sales tax 

[ ) excise tax [ ) others [ ) please justify if any -----------------------. And if your answer is No, 

what is the reason? weak enforcement organization [ ) my investment is tax exempted [ ]1 do not 

know where to pay [) please justify if any reasons -------------- ' 

7. What percent of your revenue you have been charged for agricultural income tax? ------

8. For how many years you have paid land use tax? One [ ] two [ ) three [ ] four [ ) five [ ] above five [) 

9. For how many years you have paid income tax? One [ ] two [ ] three [ ] four [ ] five [ ] above five [ ) 

10. Is there any other payments or charges that you have paid for the government than taxes? If any 

please point out -----------------

I L Do your workers have paid tax for the government? Yes [ ] No [ ], if your answer is yes, how 

many ETB have been paid per month on average? -------------------

12. For how many years you want to stay and invest in the zone? 1-3 [ ) 3-5 [ ) 5-7 [ ) 7-10 [ ]10-

15 [) above 15 [ ] it is not known, since depends on the situations [ ] 

13 . What are the uncertaint ies that may hinder your investment decision in the future? Justify clearly-



2.2. Investment Incentives schemes, tax revenu e and agricultural private investments 

I. Do you have information about the existence and way of investment incentive in the Region? Yes 

[ ] No [] If your answer is 'Yes' what type of investment incentives that you know in the 

Region? Investment land Free from fee [ ] agricultural income tax exemption [ ] import of 

capital goods free of import duty [ ] excise tax [] if any other please mention ----------------

2. If you know and your answer is 'yes' above in N° ' I ', have you benefited from the incentive 

mechanism? Yes [ ] No [ ]. How incentives did help you? ra ise revenue [ ] access to land [ 

help to use capital goods and increase producti vi ty [ ] help to export the products free ly [ ], if 

any other advantage menti on ------------:--------

Part three: constra ints that hinder agricultural private investment 

2.1. Quality and efficiency of public service delivery for the investors 

I. Please judge on the quali ty and efficiency of service delivery for the investors 

Areas a/service delivery Stalus of serl'ice delivery A l'erage days to obtain services 

Jlery Sio Mod Fast very <5 5- 10- 15- 20 30 40 

slolll lV erate fast 10 15 20 - - -
30 40 60 

Obtaining investment license and [ 1 [ 1 [ 1 [ 1 [ 1 [ 1 [ 1 [ 1 [ 1 [ 1 [ 1 [ 1 
registration 

Obtaining land for investment [ 1 [ 1 [ 1 [ 1 [ 1 [ 1 [ 1 [ 1 [ 1 [ 1 [ 1 [ 1 
Tax payment [ 1 [ 1 [ 1 [ 1 [ 1 [ 1 [ 1 [ 1 [ 1 [ 1 [ 1 [ 1 
Getting registration fo r trade name [ 1 [ 1 [ 1 [ 1 [ 1 [ 1 [ 1 [ 1 [ 1 [ J [ J [ 1 
Health services delivery [ 1 [ 1 [ J [ 1 [ 1 [ 1 [ 1 [] [1 [ J [ 1 [ 1 

If It took more than 10 days, what were the reasons fo r delays? --------------------------

2.2. J udge the availabi lity and qual ity of the following infrastructures facilities that influence your activit ies 

>60 

[ 1 

[ 1 
[ 1 
[ 1 
[ 1 



Sector Degree o/jlldgment 

very poor Poor Good Excellellt Not available 

Road net work [ 1 [ 1 [ 1 [ 1 [ 1 
Telecommunication [ 1 [ 1 [ 1 [ 1 [ 1 
Postal services [ 1 [ 1 [ 1 [ 1 [ 1 
Electricity [ 1 [ 1 [ 1 [ 1 [ 1 
Potable water [ 1 [ 1 [ 1 [ 1 [ 1 

Do you have been affected by the poor performance or unavailability of the above infrastructures? Yes [1 

no [1 if yes, rate the most three sectors in terms of severity, I" ___ 2"d -3,d-Among the above infrastructure 

sectors which one is needed more in your invest ment? Please rate in terms of importance 1" __________ 2"d --

_________ 3rd ------------

2.3. Rules and Regulations 

1. Judge the following ru les and regulations that positively or negatively affect your undertaking 

Factors 

Fully 

agree 

Information on rul es and regulation that affects my investment is easy [ 1 
to obtain 

The investment policy/ proclamation of the region are designed in line [ 1 
w ith the investors' interest and to solve the problems 

The availability of rules and regulations has increased the trend of [ 1 
investment in the regionlzone 

The rules and regulat ions are applied equally to all investors [ 1 

Inves tors have participated on the discuss ions when rules and [1 

regulations are prepared 

Levels o/judgment 

Agre 

e 

[ 1 

[ 1 

[ 1 

[ 1 

[ 1 

Disagr 

ee 

[ 1 

[ 1 

[ 1 

[ 1 

[ 1 

Fully 

disagre 

e 

[ 1 

[ 1 

[ 1 

[ 1 

[ 1 

Do you th ink these rules and regulation are hi gh ly influenced your investment performance? Yes [ 

No [1 if yes, how? Please mention -----------------------.--------------------------

I do 

/lot 

knolV 

[ 1 

[ 1 

[ 1 

[ 1 

[ 1 



2.4. Corruption 

I. In how many days you have got land fo r investment? 5-1 0 days [ 1 10-15 days [ ]1 5-20 days [ 

20-30 days [ ] 30-60 days [ ] 60-90days [ ] more than 90 days [ ]If it is more than 10 days 

what was the reason for taking more days? The investment office did not response on time [ ] 

The woreda offices did not respond the availability of land for investment on time [ ]It was my 

failure not to follow and fini shed on time [ ] I could not pay the illegal payment that the officers 

asked me to get things done on time [ ] others [ ] please j ustify if any ----------------

2. Have you ever paid add iti onal payments/ illegal payments to get things done for the officials or 

experts in government o ffice? Yes [ ] No [ ] 

3. If yes. for what purpose you have paid? 

To obtai n land for investment 

To prolong the tax exemption period 

To obtain more land as per I demand 

To obtain investment license 

To obtai n trade registered name 

[ ] 

[ ] 

[ ] 

[ ] 

[ ] 

4 . Do you have delayed to get services for not paying illegal payments? Yes [ ] No [ 

5. Had your investment being set back in operat ion for the delays in servi ce del ivery as the resul t of 

corruption? Yes [ ] No [ ] If yes for how many years/ months it has set back?-

2.5. Governance and ngricultural private investment 

1. How do you perceive the role of governance in agricultural private investment in the zone? Very 

poor [ ]Poor [ ] good [ ] very good [ j excellent [ ] not respond [ ] 

2. Rate the following points or statements about governance and impediments of agricul tura l private 

investment. 

Factors FlIlly Disagree FlIlly 

agree agree disagree 

There a re an illegal or unofficial investment act ivities in the zone [ 1 [ 1 [ 1 [ 1 
Some private investors are not properly pay taxes as per the schedule or [1 [ 1 [ 1 [ 1 
not pay at all 

Bribe and nepotism is frequently known in investment license and in [1 [ 1 [ 1 [ 1 
obtai ning land fo r investment 

Rules and regulations a re not equally implemented for the investors [ 1 [ 1 [ 1 [ 1 

The government listen the voice of the investors and formulate regulatory [1 [ 1 [ 1 [ 1 



systems which promote the investment 

There are strong and efficient legal system to settle any dispute ar ise with [ ] [ ] [ ] [ 1 
the investors 

Peace and security of the zone is stable and favorab le fo r investment [ ] [ ] [ 1 [ ] 

The tax imposit ion and regulat ion is favorable to invest in the zone [ ] [ ] [ ] [ 1 
Tax collection. and administration of the region/ zone is free from [ ] [ ] [ ] [ ] 

corruption and efficient 

Rate the problems I up to 3 in terms of seriousness in governance. I" ------2'" ___________ 3" --------State if 

any more factors of governance that influence agricu ltural private investment. 

2.6. Availability ofFinaneial Institntions and C redit Services 

I. Where did you get start- up investment capital? Credit from banks [ 1 Credit fro m micro finances 

[ ] Credit from re lat ives and friends [ 1 from own source [] from informal money lenders [ ] 

2. If the source of capita l is from the banks and/or micro credi ts. where are the places? In the woreda [] 

in the zone [ 1 in the region [ ] from other region/s [ ] 

3. Do you get the fi nancial institut ions are easily accessibly? Yes [ ] No [ ]If your answer is no what 

are the reasons? 

The financial institutions are not interested to provide loan as the resul t 0 volatility and 

uncertainty nature of the agri cui tural sector 

As the res ul t of high collateral requirements 

As the result of high interest rate 

Unavailability of the banks in the woreda and the zone 

Micro finances are incapably to lend adequate amount of money for investment 

Absence of long -term credit 

3.7. Market and Agricu ltural Private Investment 

[ ] 

[ ] 

[ 1 
[ ] 

[ ] 

[ 1 

I. Where do you sell your product? In the local market (in the woreda) [ ] In the zone [ ] within 

the region [] to other regions [ ] at Addis Ababa [1 export to other countries [] 

2. I f your organization/ firm export its products. how many% of total revenue? Below 20%[ ] 20%-

35% []35%-50% [ 1 above 50% [ ] 

3. Do you have used capital goods for you investment (tractor. combi ner . .. )? Yes [ ] No [] 



4. If your answer is no, above what are your capital inputs for production? Oxen [1 rented capital 

good [ ] others [ ] 

5. Where do you get workers? from local market [] out of the zone with in the region [] out of the 

region[] 

6 . Have you got adequate market and appropriate price for your product? Yes [ ] No [ ] If your 

answer is no, what are the most important problems of marketing for you product? Lack of 

adequate market [ ] lack of transportat ion [ ] inadequate road net work [] low price for the 

products [] if any more please justify ---------------------------------

Part four: Expectation oflhe investors! future prospects 

I. Do you have a plan to expand your project? Yes [ 1 No [1 If you answer is yes, what is your 

reason ------- and ifno please specify your reason ------------

2. Do you want to diversify your product? Yes [ ] No [ ] If your answer is no what is your reason?-

3. Which factors willmore influence your future investment plan? 

Availability and sustainability of road net work 

Availability of electricity 

Availability oftelecomrnun ication and internet 

Avail ability of postal services 

Availab il ity of health services 

Availability of financial institution 

Availability of peace and secur ity 

Availabi lity of good governance 

others 

[ ] 

[ ] 

[ ] 

[ 1 
[ ] 

[ 1 
[ 1 
[ ] 

[ ] 

4. If corruption will be a serious case in your investment activities what will do you do? 

I will pay more money illegally and continue to invest 

I wi ll completely leave the zone and invest in other places 

It depends on· the amount of money that will be asked for gett ing things done 

[ ] 

[ ] 

[ ] 

5. What shou ld the government do for developing and sustaining agricultura l private investment in 

the zone? 

Improve rules and regulati on that influence the investment [ ] 



Strictly protect corruption 

Improve quality and efficiency of service delivery 

Need to invest on infrastructures 

[ ] 

[ ] 

[ ] 

6. Among the above factors which one needs immediate action to improve the investment in 

. I I ? PI I" 3'" 1" 2'" 3" agncu tura sector . ease rate up to ------------ ------ ----------

7. Are you feel ing comfortable if tax incentive will be ceased and other facilities, for instance road 

net work will be facilitated? Yes [ ] No [ ] 

8. What do you suggest for the government to make private agricultural investment more attractive? 

9. What are the most important threats for the growth of the agricultural private investment and 

prohibit the entrance of new investors to the zone? I. ------2. ------3. ---

Questionnaires for the governmeni officials and expects 

Part one: General information 

i. Country:- Eth iopia [ ] Foreigner [ ]; Sex: Male [] Female [] 

ii. Age: 18 -30 [ ] 31-40 [ ] 41 -50 [ ] above 50 [ ]; Marital status: married [ ] single [ 

1 divorced [ 1 

iii. Educational back ground: Illiterate [ ] primary education complete [ ] secondary education 

complete [ ] certificate [ ] DipiomalTVET [ ] Degree [ ] Above Degree [ ] Year of services---

Part Two: agricultural private investment in perspectives of employment and tax revenue. 

2.l.Employment Opportunity 

I. Do you know the employment opportunity that has created by agricultural private investment in the 

zone? Yes [] No [] If your answer is yes how many workers have employed in the woreda per year on 

average? Less than 50 [] 50-100 [] 100-200 [] 200-400 [] 400-600 []600-1 000 [] more than 1000 [] 

2. [s the number of the workers employed tend to increase or decrease per year? Increase [] decrease []. [f 

your answer is decreased what are the reasons? Less salary [] poor management [] bad weather 

condition [] alternative work [] unfavorable work environment [], [f any more please specify -------

1. What is your suggestion about employment opPOliunity and agricultural private investment in the 

zone? Please just ify cl early --------------------------------- Do you known that the investors provide 



facilities for the workers? Yes [] No [J I fyour answer is yes what types of facilities? House [] 

transport [J free medical services [] affordable medical services [] if any more please specify ----------

2.3. Government Revenue and agricultural private investment 

I. Have the investors paid taxes for the government? Yes [ ] No [] 

2. What types of tax? Land use tax [ ] income tax [ ] sales tax [] others [ ] 

3. Do you think the government properly collects taxes and other fees from the investors per year? Yes 

[] No [J . If your answer is no what are the reasons? Weak tax adm inistration [] corruption [Jlef! the 

area before paying the taxes [] tax evasion [] others [] 

4 . Has the government collect tax revenue from the workers? Yes [ ] No [ ] [f your answer is yes how 

do you perceive that has the tax collected from the workers contribute for governm ent revenue than 

before the lunching of the investment? ---------- . Ifno what is the reason? Please specify-------

5. Are there legal measures when there is tax evasion, corruption, and unpaid taxes? Yes [ ] No [ ] if 

yes please mention what type of measures ---------------------

6. How the zone/ woreda can raise more revenue from agricultural private investment in the short and 

long rang period? ------------------------------------------------

7. Have you known about the incentive that given on the import of cap ital goods for the investors? Yes 

[ J No [ ] If yes how many investors have used tractors, combines and other technological tools for 

the investment in your woreda? Less than quarter [ ] quarter [] half [ ] over half [ ] almost all [] 

8. Do you think tax incentives bave highly motivated the investors and it can be tbe main rcason for tbe 
increasing/decreasing of the number of investors in Metekel zone? Yes [ ] No [ ]. 

9. I f your answer is no mention your justification. ------------------------------------------

Part three: Constraints of Agricultural Private Investment 
Level of opinions' 

strongly agree disagree strongly 
factors agree disagree 

[n adequate road net work [ ] [ ] [ ] [ ] 
[n adequate electricity [ ] [ ] [ ] [ ] 

In adequate te lecommuni cation [ ] [ ] [ ] [ ] 

Inadequate potab le water [ ] [ ] ( ] [ ] 



Inadequate financial institutions [ 1 [ 1 [ 1 [ 1 
Lack of postal services [ 1 [ 1 [ 1 [ 1 
Less capacity of investors [ 1 [ 1 [ 1 [ 1 
corruption [ 1 [ 1 [ 1 [ 1 
Lack of good governance [ 1 [ 1 [ 1 [ 1 
Poor and ineffi cient services delivery [ 1 [ 1 [ 1 [ 1 
Poor incent ive mechanism [ 1 [ 1 [ 1 [ 1 
High impositions of tax and other regu latory systems [ 1 [ 1 [ 1 [ 1 
Lack of peace and security [ 1 [ 1 [ 1 [ 1 

I. Judge the impediments that prohibit development of agricultural private investment in your 

woredalzone? 

Ifthere is any other constrai n please specify--------------------------------------------------------------

h bl . . I If ' I" 2"d 3,d Rate t e pro ems or constramts m eve 0 seventy ------------------ ------------- ----------

Pa rt four: Future Prospects 

I . What should the government do to p romote agricultural private investment in Metekel zone and to 

make the sector as one means for development? 

Control corruption and improve administration system of investment [ 1 
Construct adequate level of road net work [ 1 
Improve other infrastructures(telecommunication, electricity, postal services, potable [1 
water) 

Improve rules and regulations that influence the investment 

Adapt more fi scal incentive schemes 

Secure peace and security 

others 

State th ree most important factors in rank. I " _________ __ _________ 2,,d _______________ 3'd -----------

I f you have further points, please j ustify---------------------------------------------------------

2. What shou ld the investors do? Rate in order of importance as I" ,2"d ,3,d ---

Develop the sense of ownership, commitment and honesty 

Use financial institution to tackle the financia l problem 

Invest in environmental-friendly 

Pl an for long te rm investment 

/ 

[ 1 
[ 1 
[ 1 
[ 1 

[ 1 
[ 1 
[ 1 
[ 1 



Adopting new and modern technologies ' and benefit the local society through technological 

transfer 

Improve the condition of work and workers 

Invest in partner with government to tack le lack of capacity by the investors 

[ 1 
[ 1 
[ 1 

Please state any further solutions and prospects to promote agricultural pri vate investment and 

development in the zone. ------------------------------------------------------------------------------------------

3. I nterview questions for Semi- Structured type for the key informants(selected investors and 

workers) 

This interview intended to obtain information about agricultural private investment in Metekel zone of 

Benishangul Gummuz Regional State. It. is used to h10lV what the workers, investors, government 

officials, experts and community members hlOW and perceive about agricultural private investment in the 

zone. Note that the information obtained here will be treoted strictly anonymously and confidentially. 

Neither your name nor your organization name will be used in any document based on this survey. 

I. How do you perceive the benefits of agricultural private investment for the investors, workers and 

the local community in Metekel zone? 

2. What problems have faced the investors and workers while in operation? 

3. Which problems have the most serious for agricultural investment? 

4. Are there improvements in the investment environment in the zone? 

5. Do you perceive that the society have got an opportunity as the resu lt of expansion of agricultural 

private investment in the zone? Example employment 0pp0l1unity, new technology transfer. 

6. Is agricultural private investment better fitted with the socio-economic and political condition of the 

zone? If not what investment options are preferable for this area? 

7. What is your suggestion for furth er growth of agricultural private investment in the zone? 

4. I nterview questions prepared for semi- Structured type for the selected community members 

I. Has the society benefited from agricultural private investment activities undertaking in the 

woreda? How? 

2. Have these investment activities done environmentally- friend ly? If not what were the roles of the 

community and the government to tackle the problems? And what will be done to protect the 

environment? 

3. Has agri cu ltura l investment had an im pact on farm or grazing land in the woreda? If yes have 

you observed disputes between the community and the investors in your woreda? 



4. How do you observe the trends qf agricultural private investment in the woreda? What factors 

contributed for the increasing or decreasing of the number of investors? 

5. Is there a difference between your fanning system and the investors? If yes what do you learn 

from farming system of the investors? 

S. Interview Questions prepared for semi- Structured type for the government officials and 

experts. 

I. How do you perceive and observe the conditions of agricultural private investment in 

operat ion, on preparation, not yet started? 

2. Has agricu ltural private investment benefited the society? mention the benefits-------

3. How do you see the future plan and sustainability of this investment? 

4. How the government can address the constraints that hinder the growth and productivity of 

agricultural private investment? 

5. In the future do you think th~t thi s investment can contribute more for tax revenue and 

employment? If you disagree what are the causes? -------------------------



Annex 2: Sample size of the respondents for data collection through the questionnaires 

elected sample Sub- sectoria.! category and status of the investm<.:nt Total Proportion of Purposively selected respondents for the questionnaire ( from government office) Total number 
woreda from "" number of investor of respondents 
zone investors respondents from both types 

Investors started operation Investors not started operation (70perccnt) Regional. Regional ",d Worcda Worcda Total 

and! or on the preparation Investment Woreda Agriculture and Administration 
stage office(.I) Revenue Rural councit Offices 

offices(. ) Development 

Offices 

Cash crops on!y{ cash crops and Cash crops Cash crops 
ground nut, soya o thers ! and others 

beans and sesame) 

Guba 20 44 10 26 100 70' 3 3 3 1 13 83 . . 

Pawi 0 3 1 3 7 , . 3 3 1 7 12 

Dangure 3 4 2 4 13 9 - 3 3 1 7 16 

Sub total 23 " 13 33 120 84 3 12 9 3 27 111 

Total - 74 Total =46 

Total number of 72 25 97 

fi lled and collected 

questionnaires 

-- ---
Source: BGRS investment Promotion Office (2009) 

1 Indicates as regional offices are not included under the woredas on the horizontal lines 

2 Shows animal husbandry and cereal crops 



Annex 3: Statistical distribution of respondents' opinion on num ber of constraints , most observed constraints an d 
mean orthe numbers in respect to most observed constrai nts in agricultural private investment in Metekel zone 

Number , Mea Std. Std. Varianc Percentage 
n Error Deviatio e distribution of 

Of n constraints in a 
constrain Freqllenc 

Valid 
ClImulativ normal dis!. 

Percen 
s y 

t 
e Percent 

Above Below 
(variable mean mean 
s) score score 

2.00 I 1.4 1.4 

3.00 II 15.3 16.7 

4.00 6 8.3 25.0 

N 0- r-
5.00 14 19.4 44.4 r- ... r- oo 

~ ... ... ... OJ) ... 
"1 '0 0- ~ OJ) '" - "1 OJ) ... 
OJ) 0 --

6.00 24 33.3 77.8 

7.00 16 22.2 100.0 

Total 72 100.0 

Source: Field survey (2009) 

A nn ex 4: Rank of Infrastructure by their importance in private agric ultura l invest of Metekel 
Zone 

Which infrastructure is mainly important 
Responses 

for your investment 
N Percent Percent of Cases 

Road 66 30.0 percent 91.7percent 
Drinking water 64 29.1 percent 88.9percent 
Telecommunication 57 25.9 percent 79.2percent 
Electric power supply 30 13.6 percent 41.7percent 
Postal services 3 1.4 percent 4.2percent 
Total 220 100.0 percent 305.6percent 
Source: Field Survey (2009) 



Annex 5: share of agricultural investment in comparing to other investments 

N Aspects Year Averag 
0 of the 2004/2005 200512006 2006/2007 200712008 e 

investment Total Agri. Total Agri. Total Agri. Total Agri. growth 

Hunting Hunting Hunting Hunting 
and and and and 
forestry forestry forestry forestry 

1 Number of 2862 573 5853 742 6472 1102 9243 2218 1.2 
investment 
projects 
Percentage 20 12.7 17.02 24 
share 

2 Investment 3497 8,054.50 6182 1. 16,009. 93579. 34,333. 174,73 1.4 39,621. 1.8 
capital 6.78 8 2 212 01 810 43 365 
( in 
mi ll iion.ETB.) 

percent share 23 25 .9 36.7 22.7 

3 Worker 140,4 38,086 2 1107 60,8 18 30259 61,238 607, 178 252,292 2.2 
(permanent) 69 1 8 

workers per 49 66 36 82 48 55 66 11 3 
projects 

Percentage 27 42 
share 

4 Worker( 480,2 429,720 33468 129,877 46134 253,617 1,199,352 802,794 1.8 
temporary ) 92 2 1 

workers per 168 750 57 175 71 230 130 362 
the project 

Percentage 89 67 
share 

SOllrce: Compllledjro/J1 NBE (2008) and EIA (2008) 
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