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Abstract 

This paper is endeavored mainly to access prospects and challenges oj private investment in the 

Achievement oj private investment policy objectives. It was also aimed at investigating responses that 

contribute Jor minimizing the challenges and strengthening private investment success in central Oromia. 

Despite the government's effort a number oj investors, investment growth rate and its contribution is still 

Jar below the level required Jor the achievement oj private investment objectives. At the national level 

only 11.5% are under operational level, whereas, at Regional and study area only8%and 16% out oJthe 

total approved projects are at operational level respectively. The level oj private investment activity is 

Jundamental to poverty reduction, economic growth and achievement oj investment objectives or 

development in general. This concern pOinted to the need Jor IInder taking in-depth assessment. To this 

end case study design and descriptive approach were applied. Different: related literature, proclamations 

publications, reports were reviewed, to obtain secondary data. Different pertinent groups oj people oj the 

area in Jocus were questioned and interviewed. Standardized statistical Jormula was applied to determine 

the number oj samples Fom investors (375 Fom 4169}.Then stratified sampling was used to select 

proportionate samples Fom each and every sector. Likewise to select experts (18) and slOck holders (18) 

working in the area, purposive sampling technique was used data required Jrom these samples were 

collected using Questionnaire that constitutes both close ended and open-ended Jorm investor samples, 

structured interview Jor experts working at different ladder oj the office and KII Jrom the stack holders. 

The data collected Fom both sources was both qualitative and quantitative in nature and were analyzed 

qualitatively through description and quantitatively through simple descriptive statistics. The Research 

came up with the result that illustrated the existence oj both prospects and challenges. From among the 

challenges, Jailure to clearly identifY and prepare investment land in advance and keep in the land bank, 

the land was searched after the request had received, hence there is problem oj land access, shortage 

budget Jor land compensation; inFastructure problem, where Fee land is available; lengthy procedure oj 

land decision be land cause oj disintegration components oj a task in to five or more sectors, lack oj 

proper knowledge on investment policies, lack oj commitment, the existence oj some un ethical and 

irresponsible experts in investment offices and corruption are the main ones. Some others related with 

investors are: Jail to have genuine plan, weak financial capacity, and insufficient experience, having 

speculator/ rent seekers/ behavior; unable to use Jull capacity and carry their obligation; un willing to 

hire proJessional experts and non proJessionals as per their plan are the major. 

XI 



CHAPTER ONE 

INTRODUCTION 

1.1 Back G round of the Study 

Private investment has a greater role in poverty reduction and development . More appropriate 

types of private investments are helpful to faster growth and to encourage private firms to invest 

in the future . Countries with more private investment enjoyed faster economic growth. Quite 

the reverse, countries with poor investment and lower level of private investment tend to 

experience ordinary growth and more continuing poverty. In most Less Developing Countries 

(LDCs) private investment generate a large portion of government tax revenues without which 

there would be no sustainable base for funding : public health care, education, social safety nets, 

agricultural research and other crucial expenditure, Viewed 20 September 2010 (http ://www.ifc . 

orgleconomics/pubsdiscusshtm). 

A high rate of investment is one of the key differentiating features of countries that have 

sustained high rates of growth. For instance, in high growth countries investment typically 

exceeds 25% of GDP where as it struggles to reach 20% in low growth countries and productive 

capacity of the economy fails to increase and results in : lower rates of growth, job creation and 

fewer opportunities for the poor to improve their li vely hoods. The miraculous growth and 

development of Asian Tigers(NDCs) that were poor and under developed in the recent past is a 

consequence of investment boom in the private sector (Roderick 1994).What is more, private 

investment brings about complete utilization of the available resources so as to smash vicious 

circle of poverty in developing countries. Whether private firms are large or small domestic or 

foreign; they are at the heart of the development process. They invest in new ideas and new 

facilities that strengthen the foundation of economic growth of all economies from the most to 

least developed (World Bank 2004). 

The growth of economy and generation of employment opportunities depends on investment. It 

also expands market output and improves productivity based on provided enabling role created by 

public investment (Spread 1999). Hence, public investment is essential to provide national and 
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