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It was not until 1991 that investment became priority development agenda of the Ethiopian government. The private’s sector has been 

regarded as an engine for the country’s economic development since 1991. The government launched an economic reform program and 

began moving towards a market economy. Issuing of investment license used to take well over three months now it takes little over 

two hours. Taxes have come down while infrastructure being expanded. By considering the progress registered, The economic freedom 

index published annually by the heritages foundation in the United States noted in 2004 that Ethiopia offered the second most 

improved business environment in the world. The ranking was based on improvements mainly witnessed in trade policy, foreign 

investment fiscal burden and government intervention. 

The country is increasingly attracting the attention of foreign investors. In fact there are a number of reasons why investors find it 

worthy to consider Ethiopia as a location for investment. First and for most perhaps is a stable political and economic environment 

with very little crime and disorder. The country is one of the largest domestic markets in Africa with about more than 77 million 

population. The country’s exceptional climate offers an excellent environment for various agricultural activities like floriculture and 

tourism. 

Investment opportunities are varied in the country. The government also offers substantial incentives to investors engaged in 

agriculture and agro-based industries including tax holy days of up to 8 years.  
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There are opportunities as well in the fields of leather and leather processing industries. As a country with one of the largest livestock 

population in the continent offers an immense opportunity in the export business of leather and leather products. The tourism sector is 

yet another untapped potential.  

 

According to Ethiopian investment commission report, manufacturing has been the main area to attract foreign direct investment 

followed by agriculture during the past decade. Foreign direct investment has been increasing during the last ten years. However, the 

country remains an untapped and unexploited market for investors. Generally Ethiopia has large advantages as competitor for foreign 

direct investment due to its potential domestic market, unique and favorable climate, a low cost work force and one of the best public 

sectors in the developing world. 

 

Foreign direct investment a foreign magazine published by financial times business limited has analyzed country profiles as regard to 

foreign direct investment is concerned. Accordingly the magazine ranked Ethiopia first among African countries in cost effectiveness 

for foreign direct investment. It also puts the country second among east and central African countries for its favorableness to foreign 

direct investment. 

In its 2005-2006 evaluation, the magazine said that Ethiopia is favorable to foreign direct investment with its cheap labor and suitable 

infrastructure development among others.    The   magazine   added   that foreign investment projects with an aggregate capital of 1.1 
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billion US dollars have so far been licensed attracted by the conducive environment of investment. A number of companies are gaining 

a firm foothold in the country. Many have already began the fruit of their investment. As stated earlier this is an investment brought 

about with the profound measures taken in the area of politics and economy. Investment in the country is given full guarantee by the 

country’s constitution and the investment code. Besides investment packages set by the government to attract investment in general 

and to encourage investors to get engaged in priority   investment   are as   such as agriculture agro-based processing, floriculture, 

leather and textile industries are serving their purposes.  

 

The country’s achievement it registered in creating a conducive environment is therefore the aggregate result of sound economic 

policies and good governance. The rating made by the magazine is also a reflection of the existing environment of political economy. 
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