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ABSTRACT: Investment, in flawless speaking, is the backbone of Ethiopian economy growth and Pipeline to 

technology transfer. At the moment it has non-replaceable contribution in generation of income, creation of job and 

inflow of foreign currency and new innovations. Due to different reasons, however, regional disparity of investment 

is the critical problem in Ethiopia. Thus, this paper attempted to examine the regional variation of investment in 

Ethiopia from 1992-2027. For analysis the statistical data were collected from Ethiopian Investment Commission. 

The data were analyzed via percentage, mean, standard deviation and growth rate (midpoint method) techniques. The 

aggregate data shown that there was increment of investment in Ethiopia in terms of number of projects, capital and 

job creation with significant deviation in regional growth and distribution from 1992 to 2017. Most investment 

projects and capital were placed in a few developed regions: Addis Ababa, Oromia, Amhara Tigray and somewhat in 

SNNPR. The study also showed that developing regions like Afar, Somali, Gambella, etc were founded at lowest 

level of investment in all aspects. Therefore, in order to diminish this unequal distribution of investment and 

polarized economic growth the government, researchers and regional policy makers of Ethiopia should analyze 

scientifically the factors that determine the regional distribution of investment and take remedial measures. 

Moreover, regions that are found at lower level of investment should work jointly with and take lessons from the 

regions that have relatively good experiences in attraction of investment. 

      Keywords: Regional Disparity, Investment, Ethiopia. 

 

1. INTRODUCTION OF THE STUDY 
Investment is assumed as one of the primary engines of economy growth and technology 

development. It has multiple tremendous contributions in both developed and developing countries in soci

o-economic and cultural transformation. However, its effectiveness rests on strong complementarities 

with other elements in the growth process, most notably technological progress, skills acquisition and the 

development of innovative capability. These elements make investment natural point of departure for 

governments seeking to formulate robust development strategy (United N., 2002). Economic growth 

requires investment and investment also needs to be financed by adequate savings. In this regard, 

developing countries have been characterized by relatively low savings and thus need savings of other 

countries in order to accelerate capital accumulation and growth (Yulek and Gur, 2017). 

Even though there have been different determinant factors behind, the growth and expansion of 

investment strongly depends upon the available financial capital and savings and political stability. 

However, many African nations suffer from the problem insufficient gross domestic savings to reorganize

 the development process and unstable political administration (Ranjan, 2014) which holdback the whole 

notational development and economic progress. Therefore, investment particularly, the foreign direct 

investment (FDI) is imperative for African countries to fill up the gap between savings and investment. In 

addition, it is also assumed that the main means of new innovation and technologies development and 

adaptation. Along with financial resources it has also brought entrepreneurial and technological skills 

(Ranjan, 2014).  
 

Investment particularly the manufacturing sector in Ethiopia has very long history.  According to 

Abera and Getu (2013), the introduction of modern industries began at the end of 19th century because of 

the emergency of strong central government and construction of Ethio-Djibouti railway.  

However, because of different internal & external problems including economic philosophies and 

investment policies that followed by the country in different regimes the growth of investment till 1991 

was very slow and its contribution in GDP, job opportunity and technology adaptations was also scant 

(United N. D. P. E., 2017). 
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Since 1991, the investment sector has got great attention and emphasis by the government in 

consideration of is instrumental contribution to economic development and technology transfer.  The 

government has changed the economy system from command economy to the market-oriented economic 

system. It has also encouraged the participation of private investors though different encouraging 

mechanisms including the privatization policy (Abera and Getu, 2013). The amalgamate measures and 

incentives of government have created fertile grounds for the establishment and fast growing of 

investment industry in Ethiopia (Solomon, 2008) and (United N. D. P. E., 2017). 

With an improved investment atmosphere, Ethiopia has steadily continued to attract and expand 

domestic and foreign direct investment. In all, a total of 93464 investment projects were licensed with a 

total capital of 181217098 Birr (Ethiopian, 2014). The number and types of investment projects and its 

capital has been shown considerable growth. And the GDP, job creation and generation of foreign 

currency contribution has also increased at acceptable level (Ethiopian, 2014). But its growth and regional 

distribution has significant variation among the regions (Solomon, 2008). Regarding the regional disparity 

of investment in Ethiopia a few scientific studies were conducted which merely focused on foreign direct 

investment and capital distribution (Solomon, 2008). Thus, this study aimed to analyze the regional 

variation of investment; domestic and foreign direct investment, in Ethiopia in terms of total number of 

implemented projects, total amount of capital invested and the total number of workers recruited in 

projects in the years 1992 to 2017. 

 

2. STUDY AREA AND RESEARCH METHODS 
This descriptive research was carried out on analysis of regional variation of investment in Ethiopia, 

which is one of the countries that are endowed with ample and economically valuable natural resources 

that constitute biological and physical including mineral resources due to wide ranges of altitude (4620 

meters above sea level to 116 meters below sea level). This wide range of altitude provides different type 

of Agro-ecologies, great geographical diversity, different types of soil and mineral resources and various 

forms of flora and fauna as well as multiple economic activities. Ethiopia is found in East African region, 

between 3
0
-15

0
 N latitude and 33

0
 - 48° E longitude. It has shared its borders with six countries such as 

Eritrea to the north, Djibouti to the northeast, Somalia to the east, Kenya to the south, South Sudan to the 

west and Sudan to the northwest. The country has approximately a total area of 1,127,127 km
2
 of which 

1,119,683 km
2
 is constituted by land and the rest 7444 km

2
 is covered by water].  The climatic condition 

of the country has direct relation with nature of topography, which is ranging from 47
0
C to 10

0
C.  

Currently, the country has nine (9) National Regional states: Tigray, Afar, Amhara, Oromia, 

Somali, Benishangul-Gumuz, Southern Nations Nationalities and People Region (SNNPR), Gambella, 

Harari and two city administrations, namely Addis Ababa and Dire Dawa. It is also further divided in 83 

zones, 801 Woredas and around 15,000 kebeles
1
 (5,000 Urban & 10,000 Rural) (Cenral, 2007). Regarding 

population, Ethiopia is the second largest country next of Nigeria in terms of population growth. The 

population has been increasing significantly starting a few decades in the past, from 40 million in 1984 to 

53.4 million in 1994 and further to 73.7 million in 2007. In 2014 population size has projected to be 85.89 

million out of which more than 40% is under age of 15 (Terefe, 2014). 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

                                                           
1
 the smallest administrative unit in Ethiopian context  
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Figure 1. Administrative map of Ethiopia 

                                      
                                      Source: Ontheworldmap.com/ethiopia/ethiopia-location-map.html   

 

The study was confined with analysis and presentation of the distribution of investment 

projects in Ethiopia in terms of investment sectors [Agriculture, Manufacturing, construction and 

social services]; total number of implemented and being operated projects and hired workers in 

both foreign and domestic investments from 1992 up to 2017. Because of time constraint and 

other challenges, this study did not encompass the factors that determine the regional variation of 

investment and the measures being taken by government and other stokeholds to minimize or 

alleviate the problem. 
In order to achieve the stated objective of the study statistical data were utilized, which collected 

and documented by Ethiopian Investment Commission. Furthermore, data from published and 

unpublished materials also gathered to support and increase the quality of this study. The data collected 

from Ethiopian investment commission were analyzed by using simple descriptive statistics: frequency, 

percentage mean, standard deviation and growth rate (midpoint method) via STATA, version-14 software. 

Finally the analyzed data interpreted and presented by using table, chart and graph. 

 

3. TREND OF INVESTMENT IN ETHIOPIA (1992-2017)  
As the result of the shifting economic policy and ideology from command economy to market based 

liberal economy system and privatization policy Ethiopia has shown rapid economic growth and fast 

progress in both domestic and foreign direct investment over the last three decades,  (Foster, 2010). 

Supporting this, (Demeke  et al., 2014) explained that the contribution of investment is very considerable 

and significant for Ethiopian an average 13% GDP annual growth for the last ten years, which has made 

the country one of the fastest growing non-oil driven economy in Africa. 

 For the growth of investment and tackling of its challenges the Ethiopian government has taken 

remarkable steps even though not at expected level (United N. D. P., 2014). For example, since 1992, 

the government designed and being implementing various policies, strategies, regulations, proclamations 

and activities to create conductive and workable environment for establishment and outpacing of 

investment for both domestic and foreign investors (Solomon, 2008). This part of the paper deals about 

the trends of investment in Ethiopia terms of total number of projects [both licensed domestic and 

foreign], total capital [in Ethiopian currency] and total job opportunities: both permanent and temporary 

from 1992 up to 2017.  
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Table 1. Trend of Investment in Ethiopia from 1992-2017 

Year  

 Total  

Projects   

Total capital  

(" 000” birr)     

Total number of 

employment*   

  No. % No. %   No. % 

1992-96 2284 2.44 9611570.303 5.3 

 

826649 18.6 

1997-2001 3200 3.4 11105928.26 6.1 

 

214010 4.8 

2002-6 13306 14.2 29916961.51 16.5 

 

427017 9.6 

2007-11 29967 32 58117415.85 32 

 

536141 12.1 

2012-17 44707 47.8 72465222.18 40 

 

2440575 54.9 

total  93464 100 181217098.1 100 

 

4444392 100 

G. rate 1.92   1.87     1.99   

       Source: Ethiopian Investment Commission, 2018 * both permanent and temporary employees 

 

The data in table (1) pointed that the total number of investment projects in Ethiopia had shown 

promising increment with the growth rate of 1.92 or nearly by 20 percent between 1992 and 2017. Out of 

the total licensed domestic and foreign investment projects in the country the largest and smallest number 

of projects established between 2012-17 and 1992-1996 respectively. In general the data shown that even 

though there was inconsistency trend, in Ethiopia the percentage of implemented projects were increased 

from 2.44% in 1992-96 to 47.8% in 2012-17 (see, graph 1).  

Capital growth or the total amount of capital that invested by investors can be consider as one of the 

parameters to determine the growth and trend of investment in particular region or country. In the same 

table (1) the analysis indicates that the total amount of financial capital which invested by both foreign 

and local investors has shown significant progress from 1992-2017. Total amount of capital grew at the 

rate of 1.87. Like the total number of projects the lowest and the highest financial investment was invested 

between 1992-1996 and 2012-2017 respectively. From the analysis we can conclude that total flow of 

capital from all investment projects has positive growth and trend in the in the country, although there was 

fluctuation within the study time frame (look, graph, 1). 

 
Graph 1. Trend of investment in terms of projects, capital and employment size (1992 to 2017) 

 
               Source: Ethiopian Investment Commission, 2018 

 

Creating job opportunity for the local community is one of the main intent of investment and it’s 

one of the indictor of the growth of investment. In Ethiopia, job creation particularly for youths and 

women, reduction of poverty and improvement of the macro economy are the main objectives given to 

investment sector (Solomon, 2008). Thus, employment opportunities which are created by implemented 
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investment projects can be taken as one of the methods to analysis growth and pattern of investment in 

Ethiopia. As table (1) shows the job opportunity created by investment projects increased from 1992 to 

2017 by the 1.99 growth rate. From the analysis we can infer that in Ethiopia, the total number of workers 

that hired in the investment sectors has shown increasing trend with some fluctuations and stagnations 

(look, graph, 1). Regarding the factors behind to the progress and positive trend of investment in Ethiopia 

scientific research and in depth analysis is needed which not the part of this paper. 

 

4. REGIONAL VARIATION OF INVESTMENT IN ETHIOPIA (1992-2017) 
After a long period of stagnation and under growth, the Ethiopian economy began to grow and has 

become one of the fastest growing economies in Africa with an average GDP growth rate of 10% per 

annum since last two decades (Adimasu, 2017). This rapid and fast growing economy, however, has been 

facing challenges from unequal regional growth and income disparity that may be related with uneven 

distribution and growth of investment among the regions. Thus, this part of the paper tried to present the 

regional variation of investment in from 1992 to 2017. 
 

4.1. Regional Variation of Domestic Investment 
Domestic investment is one of the investments which implemented and operated by inland or local 

investors. In Ethiopia, from 1992 up to 2017 about 85977 domestic investment projects licensed and 

implemented in different regions. When we look the regional distribution of those domestic investment 

projects, there was significant deviation among the regions of the country. Addis Ababa, Amhara, and 

Oromia were the regions that owned   projects above the mean value, i.e. 7816.09. Addis Ababa and 

Gambella region shared the maximum and the minimum number of domestic projects. Overall, the 

analysis shows that more than 78% of the domestic investment  projects of the country  located and 

operated in Addis Ababa, Amhara and Oromia  and the rest a few projects, roughly 20%, found in the  rest 

regions of the country. 

 
Table 2. Regional disparity of Domestic Investment (from 1992-2017) 

Name of 

Region  No. of projects Capital in "000" Birr Total employment  

 

No % No % No  % 

Addis Ababa 41644 48.4 17008723 41.6 74787 10.2 

Afar 680 0.8 250393 0.6 8272 1.1 

Amhara 12147 14.1 4450655 10.9 148242 20.3 

B.Gumz 1392 1.6 990067 2.4 31900 4.4 

Dire Dawa 2406 2.8 172719 0.4 1265 0.2 

Gambella 207 0.2 41899 0.1 6868 0.9 

Harari 1029 1.2 137121 0.3 1453 0.2 

Oromia 13829 16.1 5097825 12.5 39496 5.4 

SNNPR 4806 5.6 4197099 10.5 99063 13.5 

Somali 1500 1.7 397507 1 5765 0.8 

Tigray 6337 7.4 8172125 20 314771 43 

Total  85977 100 40916133 100 731882 100 

mean  7816.09 

 

3719648.45 

 

66534.72 

 Std. Deviation 12148.27   5182178.83   95130.2   

               Source: Ethiopian Investment Commission, 2018 

 

According to the data analysis in table (2) there was significant difference in total invested capital 

among the regions of the country. The largest percentage of capital investment in domestic projects was 

located in Tigray region next to Addis Ababa. From the total amount of invested capital in the study time 

(1992-2017), 12.5%, 10.9 % and 10.5% was streamed towards Oromia, Amhara and SNNPR respectively. 

However, the smallest amount of capital shared by Dire Dawa, Gambella and Somalia regions.  

Similarly, as table (2) indicates that in job creation there was also uneven regional distribution in 

domestic investment projects in the country. Projects in Tigray region had the dominant share in total 

employment size which was 43%, followed by Amhara (20.3%) and SNNPR (13.5%). Whereas, projects 

that placed in Afar, Somalia, Gambella and Dire Dawa had very low share in terms of employment 

opportunity. This implies that the contribution of projects in absorption of employees had concentrated in 

a few regions of the country.  In conclusion, domestic investment projects in all aspects: total number of 

projects, total invested capital and total number of works had significant difference across the regions 



Noble International Journal of Social Sciences Research 

 
48 

 

 

4.2. Regional Variation of Foreign Direct Investment  
Foreign direct investment [here after, FDI) has widely been regarded as one of the main drivers of 

economic growth and development of countries. That is, FDI is increasingly considered as an effort to 

scale up the national economy development and encourage the investments as well as inward follow of 

innovations and technologies (Fu, 2008). FDI has been recognized that one of important components of 

Ethiopia’s economy. Currently, the government is working strongly to attract FDI by assuming as crucial 

element to economic development, high value of employment and credible potential source of foreign 

currency (Solomon, 2008). The data in table (3) reveals that FDI had shown significant growth and 

progress in Ethiopia with uneven regional distribution which needs the contribution of the government 

and policy makers to diminish this regional disparity of FDI. 

 
Table 3. Regional Disparity of Foreign Direct Investment 

Name of Region  No. of projects Capital in "000" Birr Total employment  

 
No % No % No  % 

Addis Ababa 2694 52.5 40421456 36.7 157005 34 

Afar 27 0.5 403744 0.4 3636 0.8 

Amhara 243 4.7 10729018 9.7 37208 8 

B.Gumz 25 0.5 186372 0.2 2091 0.5 

Dire Dawa 53 1 1967406 1.8 3135 0.7 

Gambella 18 0.4 1098086 1 3543          0.8 

Harari 6 0.1 2500 0.02 10 0.002 

Multi regional  214 4.2 4065065 3.7 25604 5.5 

Oromia 1573 30.7 45059927 40.9 155949 33.7 

SNNPR 170 3.3 4383715 4 48461 10.5 

Somali 20 0.4 212803 0.2 4085 0.9 

Tigray 85 1.7 1721045 1.6 21504 4.7 

Total  5128 100 110251137 100 462231 100 

mean  427.33 

 

9187594.75 

 

38519 

 Std. Deviation 835.92  15984320.17 

 

57266.06 

            Source: Ethiopian Investment Commission, 2018  

 

The data analysis in table (3) reflects that Addis Ababa city Administration owned the largest 

percentage (52.5%) of FDI; which followed by Oromia (30.7%) and Amhara (4.7%) regions. This implies 

that, more than 80% of the FDI investment projects were concentrated in Addis Ababa and Oromia region 

merely. Whereas, the smallest number of projects were shared by Harari, Benishangul Gumuz, and 

Somali.   

The analysis in table (3) also shows that unequal regional distribution of projects had strong linkage 

with the total amount of foreign capital investment. This implies that in regions where there was large 

number of foreign investment projects there was also high amount of capital investment. The highest 

percentage of the capital inflow had gone to Addis Ababa (36.7%) and Amhara region (9.7%) and next to 

Oromia region (40.9%). Majority of the regions had extreme low share of the total capital that invested by 

FDI in Ethiopia from 1912-2017. For instance, from the total percentage of invested capital roughly 5% 

accounted by Somali, Afar, Tigray, Gambella, Harari and B.Gumuz regions. This indicates that the inflow 

of foreign investment capital invested and concentrated in very few regions of the country, whereas, 

majority of the regions were found in very poor status in sharing of capital. 

Furthermore, the licensed foreign direct investment projects had created job opportunities for 

462231 people in both permanent and temporary employments (table, 3).  However, the regional disparity 

of foreign direct investment in terms of employment opportunity was also very sharp alike the amount of 

capital and total number of projects. The highest percentage of job opportunity created by FDI shared by 

Addis Ababa (34%), Oromia (33.7%) and SNNPR (10.5%) and the smallest job opportunity took by 

Harari (0.002%) and B. Gumuz (0.5%). 

 

5. SECTORAL VARIATION OF INVESTMENT AMONG REGIONS IN 

ETHIOPIA (1992-2017) 
The sector based analysis of regional distribution of investments is very important to see the 

concentration and disparity of investment in different regions of the country in terms of available 
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investment sectors or areas. This part of the analysis deals about the regional distribution of agriculture, 

manufacturing, construction, health and educational investments from 1992-2017. 

Ethiopia has vast potential for agricultural investment and development. It has a total area of about 

1.13 million km
2
 and about 51.3 million ha of arable land. However, only about 12 million ha of land are 

currently being cultivated (i.e. just not over 20 % of the total arable area). In livestock sub-sector, Ethiopia 

has also untouched potential, which is ranked in the first and tenth place in African and in the world 

respectively (Abera and Getu, 2013). Apart from this huge resource the diversified and favorable climate 

conditions of the country have played the instrumental role for attraction of agricultural investment.  In 

Ethiopia, investment in agriculture sector has multiple contributions: such as reduction poverty, tackling 

of food insecurity, job creation and increasing of the living standard of the community especially the rural 

dwellers. The data obtained from Ethiopian investment commission shows that the total number of 

investment projects that implemented in the agriculture sector by the domestic and foreign investors had 

shown significant increment in the years between in1992-2017. Figure 2 shows that between 1992 and 

2017, 1878 licensed agricultural investment projects have been implemented which include crop 

production, animal, husbandry, fishery forestry and hunting.   

 
Figure 2. Regional Distribution of Agricultural Investment (1912-2017) 

 
 Source: Ethiopian Investment Commission, 2018 

 

Regarding the regional distribution of agricultural investment, the largest share took by Amhara 

(22.4%), Oromia (17.6%) and SNNPR (12%) next to Tigray region (37.4%). As we can see in the pie-

chart, the rest regions were found at extreme low position in terms of Agricultural investment. In general 

apart from its infant stage there is uneven distribution of agricultural investment across regions of the 

country; which will have its own challenges on the growth of agricultural investment and distribution of 

food crops to tackle the food insecurity problem and poverty.  

In terms of human population, Ethiopia is one of the largest countries in Saharan Africa, with a 

population of about 94 million people next to Nigeria (Adimasu, 2017). This ever increasing human 

population creates very fertile ground for investors to invest in social service sectors like in education and 

health care and others.  According to the Ethiopian Investment commission data 429 and 131 licensed 

educational and health care investments were implemented from 1992-2019 (table, 4). As we can see from 

the analysis investment in education had shown unequal regional distribution. From the total, 27.3%, 

19.6%, 18.9% and 16.1% educational investment projects operated in SNNPR, Tigray, Amhara, and 

Addis Ababa city administration respectively. In the study period (1992-2017) there was no recorded 

educational investment in Gambella and Afar regions. In B. Gumuz, Dire Dawa, Harari and Somali 

regions the educational investment was insignificant.  
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                   Table 4. Regional Distribution of Health and Education Investment (1992-2017) 

Region  

No. of projects in 

education   

no of projects 

in health    

  No. % No. % 

Addis Ababa 69 16.1 36 27.5 

Afar 0 0 0 0 

Amhara 81 18.9 21 16 

B.Gumz 16 3.7 4 3.1 

Dire Dawa 4 0.9 1 0.8 

Gambella 0 0 0 0 

Harari 1 0.2 5 3.8 

Multiregional 16 3.7 0 0 

Oromia 34 7.9 10 7.6 

SNNPR 117 27.3 26 19.8 

Somali 7 1.6 3 2.3 

Tigray 84 19.6 25 19.1 

Total 429 100 131 100 

mean  35.75  10.92 

 Std.Deviation 40.97  12.64 

                            Source: Ethiopian Investment Commission, 2018 

 

Likewise, in the health sector the participation of investors have significant disparity among the 

regions of the country. For example, from the total health service investment projects nearly 82 percent 

located in Addis Ababa, Tigray SNNPR, Oromia and Amhara regions. The rest regions shared 

insignificant percent (<20%) of investment in health sector. Thus examining the factors behind to the 

regional disparity of health investment and take sound measures not only important for equalizing of the 

distribution of investment but it has also significant value for equal access of health services though out 

the country.    

Ethiopia has shown strong growth in manufacturing industry at present time even though its GDP 

share still below the agriculture sector (Abera and Getu, 2013). In the second growth and transformation 

plan the government has given priority to manufacturing industries to bring its GDP contribution 18% by 

the end of the GTP II (UNDP, 2017). Due to the government encouraging measures and other promising 

factors the manufacturing industry has shown some progress, however the data analysis reveals in 

graph(2), the growth and the regional distribution of the sector was not even in the regions from 1992 to 

2017. 

 
Graph 2. Regional Distribution of Manufacturing Investment (1992-2017) 

 
              Source: Ethiopian Investment Commission, 2018 
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The total licensed manufacturing [domestic and foreign] projects were 2043. As we can see in the 

graph, the large number of manufacturing industries was located in Addis Ababa (30.1%), SNNPR 

(27.3%), Oromia (18.1%) and Tigray (14.8%). Those four regions accounted above 90% of the total 

investment in manufacturing sector. The rest regions including Amhara region which the second largest 

region in Ethiopia, shared the very small percentage of, roughly 10%, manufacturing industries. This 

implies that there was sharp regional disparity in distribution of manufacturing industries in Ethiopia 

during the times included in this study. This condition may significantly magnify the income and 

economic development inequality among the regions and the backwash effect will be stronger than the 

spread effect, if measures not taken by key actors of investment.  

The construction industry, in Ethiopia is one of the fastest growing industries in both capital 

accumulation and job opportunity. The study done by Zinabu and Getachew (2015) revealed that the GDP 

contribution of the construction sector has been raised to 5.6%, which approaches to the sub Saharan 

average (6%). 

 
Graph 3. Regional Distribution of Investment in Construction sector 

 
                   Source: Ethiopian Investment Commission, 2018 

 

In this study the construction industry includes all construction contracting and water well drillings. 

According to the above graph (3) 680 projects were licensed and operated in the construction industry 

between 1992 and 2017. The analysis of the data indicates that still in construction industry also there was 

wide range of difference in regional distribution. From the total percentage of the construction industries 

the largest percentage found in Addis Ababa city Administration (61%); and followed by Tigray region 

with 13.8%. General the analysis illustrates that majority of the construction industries were concentrated 

merely in these two regions. Whereas, the rest regions of the country including Amhara, SNNPR and 

Oromia at the lower level in attraction of investment in the construction sector. 

In conclusion, unequal regional distribution of investment was critical problem in Ethiopia between 

1992 and 2017. The regional disparity of investment observed in total number of investment projects, total 

amount of invested capital and total employment opportunities. Moreover, the analysis indicates that there 

was also unequal regional distribution of investment in some selected sectors of investment: agriculture, 

manufacturing, education and health.  

 

6. CONCLUSION AND RECOMMENDATION 
Investment in Ethiopia is considered as the mainstay of the economy and one of the sectors that 

have multiple contributions: livelihood diversification, poverty reduction and generation of foreign 

currency. In the years between 1992 and 2017 investment had shown positive growth and played credible 

role in development of the national economy growth and creation of job opportunities. However, all 

regions of the country were not in position to reap equally the benefits of investment due to unequal 

distribution of investment projects. The statistical data shown that, from 1992 to 2017 the regional 

disparity of investment was sizable in terms total of projects, total amount of invested capitals and job 
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opportunities. Most investment projects and capital were placed in a few developed regions: Addis Ababa, 

Oromia, Tigray and somewhat in SNNPR & Amhara region. This high concentration of investment in 

those regions pragmatically increases the pace of economic growth, job opportunity and plays 

indispensable role for improving of the living standard of the local community and technology 

development. The analysis also shown that, developing regions like Afar, Somali, Gambella, etc were 

founded at lowest level of investment in all aspects. This observable deviation of investment distribution 

will increase the gap of unequal economic growth among the regions and can be the cause for polarization 

of development in Ethiopia in the near future.  

Therefore, in order to diminish this unequal distribution of investment and polarized economic 

growth the government and regional policy makers of Ethiopia should analyze scientifically the factors 

that determine the regional distribution of investment and understand the root causes that have brought the 

existed difference of investment distribution across the regions. Moreover regions that are found at lower 

level of investment should work jointly with and take lessons from the regions that have relatively good 

experiences in attraction of investment. 
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