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ETHIOPIA: 

Business as Usual

Attractive investment climate
Three primary factors have contributed to the growing investor interest in Ethiopia:

• Fiscal growth: GDp has hovered around the 10% mark for the past decade.

While there is some discrepancy between Ethiopian government fi gures 

and those provided by the World Bank and other international outlets, there

is no disputing a consistent growth story that has outstripped regional and 

continent averages. 

• Size and demographics: Ethiopia has a large, fast-growing and youthful

population. The united nations statistics Division put a population projection 

of 101 million on 2016; this is widely-regarded to be a conservative estimate. 

In addition, the country has a total land area of 1.1 million square kilometres, 

much of which remains undeveloped. 

• Political stability: notwithstanding the current wave of anti-government

protests, Ethiopia has traditionally enjoyed a reputation for stability that is

unusual in the context of the horn of africa. 

In the past ten years Ethiopia has seen fast-paced economic growth and a stable political environment. 

The recent escalation of ethnic and political unrest has resulted in the announcement of a six-month state 

of emergency and a cabinet reshuffl  e, the fi rst in a series of planned reforms promised by the government. 

Continued agitation is likely; however, the extent to which this will have a knock-on eff ect on investment 

and, in turn, growth, is less certain. Ethiopia has multiple, strong structural features which should 

out-ride the current unrest and underpin continued growth ahead. Investors need to be cognisant of the 

operational challenges that accompany opportunity in this market.

Ethiopia’s recent announcement of a state of emergency has rattled 
an otherwise strong growth story. However, while regional violence 
rumbles on, the country’s  investment fundamentals remain constant 
and worthy of considered exploration.

Ethiopia has multiple, 
strong, structural features 
which should out-ride 
the current unrest and 
underpin continued 
growth ahead.
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The result is an environment which is highly favourable for various sectors, particularly those focused on the exploitation of 

Ethiopia’s large, working age population. Investors have been attracted at a number of levels, from small-scale operations led by 

returning diaspora to large-scale private equity investment. a recent example is Diageo’s 2012 purchase of the Meta abo brewery, 

which was the uK’s largest ever single investment in Ethiopia. 

Potential pitfalls 
Ethiopia’s economic fundamentals are strong and represent 

robust investment opportunities. however, a lingering association 

with famine and poverty, propagated in the 1970s and 80s, has 

proved difficult to dislodge while there remain some inherent 

operational difficulties to doing business in the country.

Corruption and Bureaucratic Bottlenecks
While not institutionalised on the scale which is evident in 

nigeria or Kenya (as indicated by Transparency International’s 

CpI ranking), corruption at a local and federal level poses a risk 

to FDI in Ethiopia. For incoming investors, corruption risks to 

a new business are particularly evident at two stages: firstly, 

in start-up costs through the acquisition of land licenses; 

and, secondly, through requests for payments in day to day 

operational activities. Minimising these pay-outs is crucial, 

both from a governance and profitability perspective, but 

remains difficult. latest World Bank figures rank Ethiopia at 

159 for Ease of Doing Business, behind 27 other sub-saharan 

african countries. 

operational corruption is inextricably linked to Ethiopia’s 

notoriously creaky bureaucracy. The government has taken 

some steps to minimise the problem for incoming investors by 

investing in the industrial park model: creating secured locations 

intended to protect foreign investment from current tedious 

bureaucratic systems and the associated corruption risks. 

These plans are promising, but nascent. Independent, informed 

advice remains key to negotiating a fair, and compliant, pathway.

local attitudes to labour
 pittards, a uK leather company, was one of the earliest 

international manufacturers to establish factories in Ethiopia. 

The company’s operations include factories and a tannery and 

are looking to grow.  

however, local interest in factory labour is lagging behind 

these plans. For example, a textile park opened in hawassa, 

a city south of addis ababa, to great fanfare in april this year. 

Interest from the international community was immediate and 

global, including major textiles companies from the us, China, 

Indonesia, sri lanka, India and hong Kong. Despite regional 

unemployment, take-up on the employment opportunities 

at the hawassa Industrial park has been slow.  Ethiopia is 

traditionally an agrarian society and the fast pace of industrial 

growth has outstripped societal attitudes. The Ethiopian 

government recognises the importance of manufacturing - it 

is a key target in the second Growth and Transformation plan. 

This will slowly be reflected in changing attitudes but, in the 

meantime, the current divergence needs to be acknowledged 

and factored into investment thinking.

Sectoral opportunities
Foreign investment is restricted by sector, according to Investment Regulation no. 270/2012. under this law, some sectors 

are restricted to state-owned-Enterprises, for example telecommunications and power distribution. however, there are a 

number of emerging industries, with huge potential for growth, which are available for foreign direct investment (“FDI”).

Locally-focused FMCG: In line with a number of  

african countries, Ethiopia has a growing middle class  

with a spending power that is increasing in tandem. Within 

the FMCG sector, household goods are a particular point 

of growth. urbanisation has caused a shift from traditional 

family residences to individual condos which in turn bring an 

associated market for domestic appliances.

Pharmaceuticals: The Ethiopian government is keen to 

reduce the country’s reliance on switzerland and Thailand 

for pharma products and is leading a drive to grow this 

sector, which is still in its infancy. 

Renewable energy: a focus on manufacturing  

requires accompanying investment in energy, particularly 

renewable energy. Government investment in this area, 

particularly in hydro-electric energy, has been considerable 

and the state is actively encouraging FDI to complement 

its efforts. This is restricted, however, to investment in 

generation; transmission is controlled by the government 

and is likely to remain so.

Ethiopia’s economic fundamentals are strong 

and represent robust investment opportunities...

but there remain some inherent operational 

difficulties to doing business in the country.
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Getting Money out:  
Foreign Currency Controls 
a regular complaint for existing FDI investors in Ethiopia is  

the difficulty of accessing and removing foreign currency from 

the country. The financial sector is closely regulated, with the 

Central Bank of Ethiopia keeping a particularly firm grasp on 

foreign exchange controls. The situation will not change in 

the next five years, according to the government’s economic 

advisors, and is unlikely to shift dramatically within the next 

ten. Theoretically, allowances for foreign currency are sector 

dependent; however, in effect they are also impacted by 

external fiscal forces and internal policy restrictions.  

Despite the complications, this issue has not been a deterrent 

to investment, but rather has resulted in a culture of legal  

and commercial strategies that are important for an investor 

to understand.

local unrest
Ethiopia’s Ethiopian peoples’ Revolutionary Democratic Front 

(“EpRDF”) has been in power since the fall of the Communist 

Junta, led by Mengistu haile Mariam, in 1991. The EpRDF 

has been the driving force behind Ethiopia’s growth and has 

maintained a firm hold on both regional and national political 

discourse in the face of rumbling ethnic division. however, 

recent months have seen these rumbles intensify, particularly 

in the amhara and oromo regions where they have spilled over 

into repeated clashes. a change of government is unlikely – 

there is a notable absence of options – however, the potential 

for the current unrest to intensify or resurrect in the future is 

very real and must be factored in when conducting initial risk 

assessments. 

A tailored approach
practical obstacles do not negate Ethiopia’s capacity for 

growth or its benefits as an investment destination, but they do 

preclude a ‘one-size-fits-all’ approach to FDI. local knowledge 

and a close understanding of local partners, geography and 

the financial and political communities are as essential to a 

productive investment or joint venture partnership as any 

other analytic. 

A regular complaint for existing FDI investors 

in Ethiopia is the difficulty of accessing and 

removing foreign currency from the country.
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