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Ethiopia declares itself
open for business

Downtown Addis Ababa's business district
How Ethiopia overturned its fortunes in the past
few years is impressive: it has managed to tune
down the stream of images of drought and famine
that reach those outside the country and has
become home to “Africa’s Lion Economy,”
achieving close to 11% growth for more than a
decade.
Oﬃcials in Addis Ababa are keen to showcase the
investment opportunies that the country
presents, sparing no me during an outward
investment and trade mission to Ethiopia, held
from March 5 to 10 2017, in telling people about
Ethiopian Airlines, the under-construcon Grand
Ethiopian Renaissance Dam and the shiny new
Addis Light Rail Transit system.
“We have 18 agro-climac condions, so you can
grow anything here,” Mebrahtu Meles, the
Ethiopian government’s ace in the industrial
sector, told a South African business delegaon on
the morning of March 7 2017 in Addis Ababa. “We
have Ethiopian Airlines, which is the fastest
growing airline in Africa, and with the biggest
cargo transportaon capability in the connent
that makes it easy for your products to be
transported abroad. Rail networks that connect

every part of the country are also under
construcon. And upon compleon, the Grand
Ethiopian Renaissance Dam will greatly enhance
our power supply capacity.”
First kicked oﬀ by his predecessor Meles Zenawi,
the current government of prime minister
Hailemariam Desalegn is invesng heavily in
massive infrastructure projects that are
kick-starng the country’s economy. This has also
in turn aracted massive foreign direct
investment to the country over the past few years;
the country is now home to several dozen Eastern
and Western conglomerates.
“Most foreign companies, including those in
South Africa, don’t have a good knowledge about
the rapid Ethiopian economic development,”
Ethiopia’s ambassador to South Africa, Mulugeta
Kelil, told Mail & Guardian Africa. “We have a gap
in investments here in Ethiopia and we have a
massive populaon that is rapidly joining the
middle class, which means a wider consumer
base. It is an interesng me to invest here.”
Stascs show that Ethiopia is now the ﬁh
biggest economy in Africa. With a populaon of
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about 100 million, it is the second-most populous
country on the connent aer Nigeria. All these
are giving an edge to the country, but local and
regional problems persist.

Transformaon Plan 2 — which is hoped to
culminate in Ethiopia achieving a middle-income
status by 2025 — are driving the country’s growth
and openness to foreign investment.

Massive an-government protests in the resve
Oromia and Amhara regions since November
2015 have have led to the deaths of more than
500 people. Local and foreign factories were
aacked in both regions and on the outskirts of
the capital Addis Ababa, culminang in the
declaraon of a state of emergency in October
2016.

However, the country sll relies on local companies
when it comes to the telecommunicaons and
banking sectors.

Though companies aﬀected during the chaos
before the declaraon of the state of emergency
are sll reeling from the damages they sustained,
Kelil argues that Ethiopia is sll the best country to
invest in. “Ethiopia is the most stable country in
Africa. South African investors know this very
well,” he said.
Some of the South African delegates seemed to
agree. “We are aware that Ethiopia is not isolated
from the connent when it comes to peace and
security challenges. But those are not signiﬁcant
challenges that can deter our intenons of
beneﬁng from the growth of the African
connent,” said Thabang Mamaru of South
African-based company Trade Invest Africa, which
falls under the South African department of trade
and industry.

“Standard Bank’s Ethiopia representave oﬃce,
opened in October 2015, has consolidated our
East Africa presence and has posioned us to take
advantage of the cross-sectoral investment
opportunies both in Ethiopia and the region as a
whole,” Tai Wondwosen of Standard Bank’s oﬃce
in Ethiopia said. “We have seen increasing interest
from investors in Ethiopia’s economic growth, and
we have key clients who are currently operang,
or seeking to establish themselves, in Ethiopia,
and who require our services to unlock
opportunies within the market.”
However, given the current regulatory and credit
restricons on foreign banks, Standard Bank’s key
opportunity in Ethiopia is to provide support for
its clients.

Ethiopia is strategically located at a crossroads
between Africa, the Middle East and Asia, but is
neighbors with conﬂict-ridden Somalia and South
Sudan. It also has a rough relaonship with
Eritrea, an internaonal pariah state accused by
Ethiopia of arming terror groups in Somalia and
currently under a number of UN sancons. These
are deﬁnitely challenges for the development of
Ethiopia, but the country is not looking back.
Oﬃcials said the top investment opportunies in
Ethiopia are in export-oriented sectors. These
include agro-processing, texles and garments,
and leather and leather products. The ambious
targets of the naonal Growth and

A banner at the South African trade mission
at Sheraton Hotel in Addis Ababa.
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Agro-Industrial parks set to become
Ethiopia’s prime business

Delegates from South Africa discuss investment opportunies in Addis Ababa on March 7 2017
Ethiopia is aiming for the stars. It has one of the
fastest growing economies in the world, mostly
driven by massive public spending by the
government that has been in power since 1991.
Since the fall of the Derg military regime, massive
projects in this East African country are either in
the pipeline or have already been completed.

March 15 2017, upon laying a cornerstone for a
new agro-industrial park planned for construcon
in the city of Yirgalem, Southern Ethiopia. “This
speciﬁc park will focus on agro-industries as a
means to drive rural industrialisaon and job
creaon. The park alone is expected to create
around 134 000 new jobs in the region.”

One of the major hopes to transform the
tradionally agrarian society in this country of
close to 100 million people is the establishment of
what are known as Integrated Agro-Industrial
Parks.

Much hype surrounds these parks, which
represent one of the sectors demonstrated to a
South African delegaon vising the country from
March 5-10 2017. Ethiopian oﬃcials were
expansive about the potenal the sector oﬀers for
foreign investors.

Ethiopia’s prime minister Hailemariam Desalegn
was busy in the past few months laying down
cornerstones for these parks, which are hoped to
drascally modernise the country’s infrastructure.
In addion, the government envisions them as a
means to provide opportunies for skills
development and to help aract domesc and
foreign investment.
“The parks will play a crucial role in advancing the
country’s economy, reducing rural poverty and
creang a beer environment for investors in
agro-food and allied sectors,” Hailemariam said on

“Export of agricultural raw materials is one of the
main sources of foreign exchange for our country.
About 70% of our foreign earnings come from this
sector,” Mebrahtu Meles, Ethiopia’s state minister
for industry, told the vising South African
delegaon on March 7 at his oﬃce complex in
downtown Addis Ababa. “To transform the lives of
these smallholder farmers, the government has
chosen to go into more value addion. That way
we can get fair foreign exchange earnings from the
agricultural sector. That’s the main idea behind
these agro-processing industrial parks.”
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has long been thought as the main reason why the
country oen falls prey to droughts, but this is set
to change.
“What we have a very tradional agricultural
pracce,” said Meles. “We have all the land and
water sources that are suitable for the massive
expansion of these agro-industrial parks. What we
are expecng now is for investors to come and tap
into their potenal. We are ready to accept them
with open arms.”

Mehbrahtu Meles briefing the visitors from
South Africa
According to oﬃcial statements from the
government, their plan is to build four integrated
agro-processing industrial parks in the Amhara,
Tigray, Oromia and Southern regional states with
an esmated investment of $1.5-billion. The
government also said it has idenﬁed 17 locaons
where integrated agro-processing industrial parks
will be built in the future. It is hoped that
Ethiopian and foreign companies engaged in the
processing of chicken, beef, honey, dairy products,
cereals, fruits and vegetables and coﬀee will
invest signiﬁcantly in these parks.

It is believed that recent government reforms and
incenves are unlocking investment and business
opportunies in Ethiopia. Both investors and
government oﬃcials say eﬃcient bureaucrac
processes related to registraon, logiscs and
taxaon are increasing the inﬂow of foreign direct
investment, especially in the manufacturing
sector, but bolenecks relang to acquiring land
and imporng machinery equipment sll remain.
“We provide land, water, power, road and
telecommunicaon facilies on the sites,” said
Mebrahtu, assuring the South African delegaon
that they will be treated superbly should they
decide to invest in Ethiopia. “We know the
challenges we have regarding bureaucracy, but we
won’t let you down.”

South African business delegates said they were
impressed with the potenal Ethiopia presents to
the outside world, with some even saying it was
“way beyond” their expectaons.
“There are quite a number of opportunies here
in Ethiopia,” said Thabang Mamaru of Trade Invest
Africa. “We are now well aware of the immense
opportunies that are available in the Ethiopian
market. This is the second most populous country
in Africa so the market base is sll there. The
growing middle class also has huge potenal to
tap into for South African investors.”
Eighty percent of Ethiopian farmers are
smallholder peasants with lile or no access to
modern farming pracces. Subsistence agriculture

Credit: Ethiopian Investment Commission
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South African defence companies
eyeing Ethiopian market

Equipping Ethiopia to meet its defence needs may present an opportunity for foreign investment
Ethiopia has a long and complicated history. This
naon of 100 million people, located in the Horn
of Africa region, fought a bier border war with
northern neighbor Eritrea from 1998 to 2000, and
this border area sll remains a heavily militarised
zone.
To the East is the unstable naon of Somalia, some
parts of which are sll controlled by warlords and
the terror group Al-Shabab. Many refer to it as a
“failed state” as it has never completely regained
its peace since Siad Barre’s dictatorship collapsed
in 1991.
To the South-West is South Sudan, led by Salva
Kiir. An ongoing power struggle between the
president and his former deputy Riek Machar
plunged the country into chaos, and the civil war
since December 2015 has le thousands dead and
forced thousands of others to ﬂee their homes.
Ethiopia is believed to have one of the strongest
armies in Africa. The Global Firepower Index puts
the number of acve frontline personnel in the
country at more than 185 000, tanks that the
Ethiopian Naonal Defense Force (ENDF) operates
at 2 300, armoured ﬁghng vehicles at 800, ﬁghter

aircra at 80, and aack helicopters at eight. The
oﬃcial budget for the army is thought to be
around $340-million.
These ﬁgures may not seem much when
compared with Egypan, Algerian or South
African defence budgets and defence capabilies,
but is nevertheless one of the biggest in the
connent — and it is growing.
The Metal and Engineering Corporaon (Metec),
run by the Ethiopian military, is at the forefront of
Ethiopia’s military expansion and modernisaon
and now has a mul-faceted porolio comprising
more than 50 diﬀerent companies.
“There are strong possibilies for co-operaon on
defence between our company and the Ethiopian
government, mainly because Ethiopia has
surprisingly a strong military industrial base and it
also runs one of the biggest peacekeeping
missions abroad,” said Mike Levy, a business
development execuve with South Africa’s
inﬂuenal Paramount Group. “The Metec group
has one of the best facilies for overhauling
Russian military helicopters in Africa. There’s a
potenal to co-operate in areas like that. This is a
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Ethiopian troops on the border between Ethiopia and Eritrea
country that’s on the move and we want to make
our presence felt [t]here.”
Levy was among a group of South African
delegates who visited Ethiopia early in March
2017 to explore business opportunies in the
country. The delegaon met with representaves
of the Metec group and were briefed on the
possibilies of working with Ethiopia in the future,
which were described by the Ethiopia’s military
heads as “vast and untapped”.
Since its establishment in 2010, the Metec group
has branched out into various sectors, from car
assembly to tank overhaul. It is also heavily
involved in the construcon of Ethiopia’s ﬂagship
project, the Grand Ethiopian Renaissance Dam,
which will be the largest power plant in Africa
upon compleon.
But the Ethiopian defence sector sll has an
appete for foreign investment and cash
injecons, sectors that South African defence
companies wish to tap into.
“We are aware that a lot of armies in Africa have
ageing hardware,” Ufukumele Moe of the Saab
Grintek Defense group, based in South Africa, told
Mail & Guardian Africa on the sidelines of the
business-to-business meengs in Addis Ababa.
“These are some of the things that we want to
explore here in Ethiopia. Besides, we know that
this is the hub of the African Union, which is one
of the biggest organisaons in the connent that
is being sent out for peacekeeping missions. This
is an interesng place to be at this me.”

But concerns sll remain over whether Ethiopian
defense oﬃcials are willing to buy state-of-the-art
defence hardware from outside instead of
assembling it themselves at their massive military
complex of Metec, just outside Addis Ababa.
“We see the presence of Metec as an opportunity.
We are hoping that when we speak to them [we
will discover that] there are certain types of
technologies that we can deploy here,” said
Ufukumele.
One thing appears certain: Ethiopia’s appete for
military hardware is growing due to its burgeoning
need to equip itself beer against threats from its
hosle home region and for its mammoth
peacekeeping forces abroad.
The Instute for Security Studies (ISS) says
Ethiopia is forecast to become among the “Big
Five” naons in the connent over the next 25
years, thereby increasing the prospects of a more
robust military in the country.
“There will be changes in the power capabilies of
Algeria, Egypt, Ethiopia, Nigeria and South Africa
over the next 25 years. Of these countries,
Ethiopia and Nigeria are forecast to increase their
power capabilies, whereas Algeria, Egypt and
South Africa are expected to stagnate or decline.
Of the Big Five, two currently punch above their
weight — one that is rising, Ethiopia — and
another whose growth is stagnant: South Africa,”
states a 2015 ISS publicaon.
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Ethiopia aims to join world’s top
textile manufacturing hubs

Industrial Parks in Ethiopia have been aracng established garment manufacturers

a‘Ethiopia’s wages for garment workers are
among the lowest globally at below $60 per
month, and work permit costs for foreign
workers are less than one-tenth of those in
neighbouring Kenya’
Ethiopia, with a young labour force of 45 million
people, has huge potenal in the manufacturing
sector. Arkebe Oqubay, an Ethiopian polician
liked by a wide spectrum of the country’s
populaon, is trying to tap into that potenal. He’s
a key ﬁgure in the expansion of the country’s
manufacturing sector, especially the promoon
and construcon of texle- and garment-based
industrial zones.
Apart from being a former mayor of Addis Ababa,
Oqubay is a highly educated technocrat in the
ruling
Ethiopian
People’s
Revoluonary
Democrac Front party, a special advisor to
Ethiopia’s prime minister Hailemariam Desalegn,
and board chairperson of Ethiopia’s Industrial Park
Development Corporaon (IPDC).

“The annual growth of the manufacturing sector in
Ethiopia currently stands at 25%. In 10 years’ me,
this is projected to increase its GDP share by
fourfold and its share in exports to 50%," Oqubay
told dignitaries assembled in the Southern
regional state in July 2016 to witness the
inauguraon of the massive Hawassa Industrial
Park. “This Industrial Park can aract Chinese and
Western ﬁrms that are moving overseas to open
factories.”
The eco-friendly Hawassa Industrial Park, at 1.3
million square meters, is by far the largest and
most sophiscated texle complex built in
Ethiopia, and major world brands are already
moving in. It is hoped to employ 60 000 people at
full capacity and will be able to generate annual
export revenue amounng to $1-billion. But that is
just the beginning.
The IPDC is aiming to develop 100 000 hectares of
land within at least six other industrial parks across
the country between now and 2025. That is 10 000
hectares annually, or a total factory ﬂoor area of 10
million square meters. IPDC is now serving as an
industrial park land bank; it develops industrial
parks and hands them over to private companies.
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Ethiopia has made the texle and apparel sector
one of the priority areas in the development of its
manufacturing industries. That’s why oﬃcials
from the East African naon were keen to
showcase the country’s potenal in the sector to a
vising South African delegaon at the beginning
of March 2017.

“Within sub-Saharan Africa, East African countries
— especially Ethiopia and Kenya, and to a lesser
extent, Uganda and Tanzania — are of interest to
apparel buyers,” a recent McKinsey survey
indicated. “Ethiopia has cost advantages, whereas
Kenya boasts higher producon eﬃciency.
Ethiopia’s wages for garment workers are among
the lowest globally at below $60 per month, and
work permit costs for foreign workers are less
than one-tenth [of] those in neighbouring Kenya.”
However, challenges remain. The combinaon of
low land-ulisaon rates, planning errors, low
crop yields, and quality problems means Ethiopia
has at mes had to import coon. Producon
eﬃciency, which currently runs at between 40%
and 50%, is also said to be a major challenge.
Despite these challenges, Ethiopia was ranked as
the third-largest FDI recipient in Africa in 2013 —
a 240% increase from 2012.

“The Ethiopian garment and apparel industry has
grown at an average of 51% over the last six
years,” oﬃcials from the Ethiopian Investment
Commission told the South Africans at the posh
Sheraton Addis Hotel in downtown Addis Ababa.
“There is a potenal to develop a compeve
coon or texles industry here due to favorable
climac and soil condions. We are already
performing well in the internaonal market. The
US imports 40% of Ethiopia’s texle and garment
exports, while the UK imports 10% of it. Other
European countries snatch the remaining 50%.”
According to current Ethiopian laws, foreign
investors can invest alone or in partnership with
domesc investors in areas open for foreign direct
investment (FDI), such as the texle and apparel
sector. All investors are required to have an
investment permit and allocate a minimum of
$200 000. Ethiopian oﬃcials boast that their
investment policy has been modiﬁed at least four
mes in the last 20 years, all in favor of investors,
which is why the country is faring beer in the
sector. Already, established companies including
H&M, Primark and Tesco have started sourcing
their garments from Ethiopia.

“Apparel and footwear sectors are growing in
terms of number of exporters. And FDI inﬂows
reached close to $1-billion, or 2% of GDP in 2013,”
a 2015 United Naons Conference on Trade and
Development report stated. “Industrial Parks can
help address both policy and infrastructure
constraints, and can facilitate the agglomeraon
of beneﬁts from industrial clustering, including
the emergence of backward and forward linkages
that will over me boost domesc enterprises.”
With one of the fastest growing economies in the
world, Ethiopia indeed is a country on the cusp of
transformaon.

Hawassa Eco-Industrial Park —
Apparel and texle
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Ethiopia betting big on
hydroelectric power projects

Construcon of the Grand Ethiopian Renaissance Dam in Western Ethiopia
There is one project in Ethiopia so high on the
government’s agenda that it enjoys almost daily
media coverage on state-aﬃliated media outlets:
the
under-construcon
Grand
Ethiopian
Renaissance Dam (Gerd). Touted as a symbol of
Ethiopia’s resurgence from years of wars and
deprivaon, the $5-billion dam will be Africa’s
biggest (and the world’s ninth biggest)
hydroelectric plant upon compleon.
The project, which kicked oﬀ in December 2010
and is being built by Italy’s Salini Construcon
together with Ethiopia’s Metal and Engineering
Corporaon, is fully ﬁnanced by the Ethiopian
government and public, aer internaonal donors
turned their backs on the project due to Egypan
opposion. Cairo believed that the dam will
substanally reduce its share of the Nile River; an
esmated 86% of its water originates from
Ethiopia.
But Ethiopia seemed determined to ﬁnish the
project, now 56% complete, at whatever cost, and
despite Egypan lobbying against it.
“I am not worried that the Egypans will suddenly
invade Ethiopia,” former prime minister Meles

Zenawi, widely believed to be the mastermind
behind the Gerd project, said in November 2010,
following reports that Egypt might invade the dam
site. "Nobody who has tried that has lived to tell
the tale. I don't think the Egypans will be any
diﬀerent, and I think they know that.” Ethiopia
was the only country in Africa alongside Liberia
that maintained its independence during the
colonial era.

Aempts at geothermal generaon in
Southern Ethiopia
The Gerd is just one of a number of hydroelectric
power projects that this East African naon of 100
million people — unl recently a poster child for
drought — is embarking upon. It has invested
signiﬁcantly in developing its energy sector, which
the government says will support ongoing eﬀorts
to ensure sustainable development.
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The Great Renaissance Hydroelectric Power
Project alone, with 6 450MW of power generaon
capacity, is hoped to supply a huge chunk of the
increasing power demand from Ethiopia’s
manufacturing sector. The country also
inaugurated the Gilgel Gibe III Hydroelectric Dam,
with 1 870MW of power generaon capacity, in
mid-December 2016. Other wind and solar power
projects are also being installed here and there,
with the focus mainly on being hydroelectric
power plants, as Ethiopia has abundant water
resources.
And the eﬀorts seem to be paying oﬀ — the
country now has one of the lowest electricity
prices in the world, charging 5 cents per kWh,
whereas Kenya charges 5.6 cents, Egypt 11.5
cents, South Africa 9.3 cents and Nigeria 26.7
cents per kWh.
The government also recently lied a 50MW
electricity generaon limit for private developers,
creang more opportunies for foreign
companies to generate power in the country.
“The country has immense potenal from water,
geothermal, wind and solar to generate
thousands of megawas of electricity, which local
and foreign private investors might be interested
in,” said the chief execuve of the Ethiopian
Electric Power Corporaon, Azeb Asnake.
“Ethiopia’s energy policy amendment will aract
foreign companies and enable the country to fully
ulise the opportunies given in the Power Africa
scheme announced by [former] US president
Barack Obama two years ago.”
A South African trade delegaon that visited
Ethiopia at the beginning of March 2017 was
briefed on the way that the country’s private
power companies can generate and sell power to
the Ethiopian government. However, they cannot
engage in the power distribuon business, as
Ethiopia’s Investment Code prohibits foreign
investment in banking, insurance, ﬁnancial
services, telecommunicaons and power
transmission.

Ethiopia’s second Growth and Transformaon
Plan, an ambious ﬁve-year development
projecon, aims to increase generaon capacity
to over 17 000MW by 2020 with an overall
potenal of 35 000MW by 2037. Oﬃcials hope
this would help sustain Ethiopia’s connued
economic growth and enable it to become a
regional renewable energy hub in Africa.
“The government of Ethiopia has determined that
private sector investment is crical to achieve
these aggressive power generaon targets, but
acknowledges that it lacks suﬃcient experience
with independent power projects (IPPs),” says a
recent United States Agency for Internaonal
Development (USAID) country report on the
energy sector in Ethiopia. “It also faces other
major challenges in expanding the country’s
energy system, including the need to rehabilitate
an aged distribuon system with high losses, and
ensuring more eﬃcient operaon and
maintenance of the expanded system.”
USAID added that the government also needs to
become a creditworthy purchaser of electricity
from IPPs, address foreign exchange constraints,
reform tariﬀs to allow for full cost recovery and
deliver more power to the majority of the
populaon that is currently living oﬀ-grid.
The major constraints of the power sector in
Ethiopia are inadequate or poor quality supply,
poor customer service, lack of trained labour and
lack of ﬁnance. But it certainly looks like the
power sector’s good days are coming soon.

Ethiopia has abundant water resources and it
is trying to become the power hub of Africa
in the coming years by building massive
hydroelectric dams
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