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Message from the Commissioner
Abebe Abebayehu

The sweeping reforms that H.E Dr Abiy Ahmed,the
Prime Minister of Ethiopia, started in 2018 have gained
momentum during 2019 giving hope and inspiration
to many within and outside Ethiopia. 2019 will be
remembered as a year in which peace and prosperity
were framed as the two central pillars of Ethiopia’s
developmentvision and the government’s aspiration to
achieve inclusive, fair and sustainable development.
While achieving double-digit growth is important
and necessary for generating wealth and propelling
the process of capital accumulation, it is insufficient
if it does not create productive jobs, reduce poverty,
improve living standards and result in widely shared
prosperity. Only through shared prosperity will we be
able to tackle the adverse consequences of inequality,
youth unemployment, social injustice, deprivation
and achieve a lasting peace. Prosperity, like peace,
is indivisible; and achieving one is necessary for
achieving the other.

These are the principles that guide our work at the Ethiopian Investment Commission (EIC), Ethiopia’s leading
investment promotion agency. Investment (both local and foreign) — made in response to demand or emerging
opportunities — creates new jobs, which enables workers to earn an income, which leads to consumption
and greater demand for goods and services, which in turn leads to more investment and continues the cycle
of growth. It was largely due to this central role of investment as an engine of growth and prosperity that
major efforts were made during 2019 to reform Ethiopia’s investment laws and regulations. This annual report
discusses the rationale behind the investment law reforms, the scope and depth of the reforms undertaken and
the implications for investment promotion.

Thus, at this point, suffice it to say that the reform process has been completed successfully and as of January
2020, Ethiopia has new investment laws endorsed and approved by Parliament. | am deeply grateful to the team
that spearheaded the drafting process under the leadership and guidance of the EIC. The consultative approach
adopted was comprehensive and exemplary. It involved all relevant stakeholders, particularly private enterprises
— both local and foreign — who are most affected by the laws and regulations that govern the country’s investment
regime.

The modernization of investment laws is essential for attracting increased investment. But, by itself, it is
insufficient unless supported by an administrative and regulatory environment conducive to doing business.
Ethiopia’s current ranking in the World Bank’s ‘ease of doing business’ Index is unacceptable for a country that
has achieved growth rates above most countries in the world and that has emerged as one of the top five biggest
FDI recipient countries in Africa. In this connection, the reforms in ‘ease of doing business’ initiated by His
Excellency, the Prime Minister of Ethiopia, Dr Abiy Ahmed, has been a timely and a welcome undertaking. As
explained in this annual report, his direct leadership and guidance has enabled us to make steady progress in
removing some of the regulatory hurdles and unwieldy administrative procedures that investors encounter when
starting a business in Ethiopia. | have no doubt that within the coming two years, Ethiopia will be among the top
100 ranking countries in ‘ease of doing business’.

A key challenge in Ethiopia’s current development trajectory is the slow progress in export growth, particularly
merchandize exports. Increasing export capacity is a sine-qua-non for generating the foreign currency that
the country needs to import essential goods and services and creating job opportunities for the millions of
young people who join the labour market every year. The role of FDI is critical in creating the production and
supply capacity that the country needs to boost export growth. The EIC devotes most of its activities attracting
and facilitating foreign investors who can contribute to export growth. As discussed in this report, the policy
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decision to establish industrial parks has been decisive in transforming Ethiopia into an attractive destination
for efficiency-seeking FDI searching for countries with the right policy environment and competitive production
cost structure. The industrial parks — both private and public — have enabled Ethiopia to attract increased FDI,
growing on average by 50% a year since 2011/12 and reaching a peak of US4.1 billion (5.1% of GDP) in 2017.
What is worth noting is the increasing concentration of FDI in manufacturing activities, which demonstrates that
Ethiopia’s export-led industrialization strategy, anchored in the manufacturing sector, is working and will lift the
country up in the development ladder and catch-up with middle-income economies.

In the current global economic environment, it is difficult to predict how the global FDI flows and trends will
unfold in the coming years. According to the United Nations Conference on Trade and Development (UNCTAD),
global FDI flows have been on a downward slide since 2017, which partly explains the slight decline in FDI
flows to some African countries, including Ethiopia in 2018. It seems that this sliding trend, along with the
impact of the coronavirus on investment flows and the smooth operation of the global supply chains, may
continue to dampen foreign investors’ plans to initiate new investments. However, at EIC, we are confident that
Ethiopia will attract increased FDI in the course of 2020 and the amount will exceed the peak reached in 2017.

Our confidence and conviction is based on the following reality: the initiation of a home-grown economic
reform programme which has already begun to stabilize the macroeconomic policy environment; the launch
of the Ten-year Perspective Plan, mapping the policy direction and the priority sectoral pillars for the rest of this
decade; the opening of sectors that were previously closed to foreign investors and Ethiopian Diasporas; the
government’s decision to privatize major State-owned enterprises; the completion within the next two years
of industrial parks that are currently under construction; the dividend and goodwill generated from the peace
process that our Prime Minister has initiated; and the dynamism of a new leadership in Ethiopia with a vision
to take the country into a higher stage of development. These are some of the building blocks that will help us
position our country as an attractive location for quality investment.

Aware of this potential, we, at EIC, have begun to introduce the tools and capacities that we need to create
an investment promotion agency fit-for-purpose and capable of contributing to the country’s development
vision. During 2020, we will conduct a series of capacity building measures aimed at improving our statistical
management capability, investment promotion skills and our ability to reach out to potential investors targeting
those we wish to attract. We are currently developing a new investment promotion strategy that will reflect the
new investment laws and regulations. We have introduced an online licensing system to ease the process for
new investors and will continue to use digital technology as an effective tool for investment promotion and
facilitation.

Strengthening our working relationship with regional investment offices/commissions will be given top priority,
including through the application of digital technology to consolidate information on investors gathered by
different regions. We are currently developing an ‘aftercare’ services strategy based on ‘best practice’ experiences
to help us upgrade our work on investment facilitation, monitoring the contributions of FDI to job creation, export
growth and capability building through linkages and provide the necessary support as the need arises. This will
include supporting foreign investors in industrial parks working closely with the Industrial Parks Development
Corporation (IPDC). We will also strengthen our analytical capability to ensure that the actions we take are
based on informed evidence and reflective of the reality on the ground.

| wish to take this opportunity to thank other institutions — public and private — and development partners who
collaborated with us and made our efforts to attract and retain investment possible. Above all, I wish to thank
the staff at EIC for their dedication and commitment in translating our mission, hope and vision into a reality.

Abebe Abebayehu
Commissioner
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Ethiopia at a Glance

General Info:
Official Name: Federal Democratic Republic of Ethiopia

 Capital City: Addis Ababa

e Area: 1.13 Million square kilometers

* Time Zone: GMT +3

* Population size: ~110 Million Ehiopian Map
Leadership:

* Head of State: H.E. Sahle-Work Zewde
* Head of Government: H.E. Abiy Ahmed

Economic and Regional Outlook:

Currency: Ethiopian Birr (ETB)

GDP per capita (2017): 767.56

GDP (2019): 91 Billion USD

GDP growth rate (10-year average): 10%

One of the top 5 FDI destinations in Africa

Regional platform:
e Current African country hosing the AU and ECA
e Ratified of the African Continental Free Trade Agreement
e Ethiopia has had strong ties within the Horn of Africa (incl. Eritrea)

New Leadership:
e H.E. Prime Minister Dr. Abiy Ahmed was awarded the 2019 Nobel Peace Prize
e Ethiopia’s cabinet is now a record 50 percent female

New Strategy:
e Ethiopia has developed and is implementing a new ‘Home Grown Economic Reform Agenda’
aimed at at sustaining the country’s rapid economic growth.

Business Environment:
e Ethiopia has implemented a series of reforms towards improving its investment and doing
business environment.

Legal Reforms:

e Ethiopia has overhauled its investment law; a new Investment Proclamation has been issued

e Ethiopia is finalizing the revision of its Commercial Code and Export Incentives Proclamation
to promote greater investment within the country.

EIC Management Team
The Commisionner & Deputy Commisionners
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Abebe Abebayehu
Commissioner

+251-115539474
abebe.abebayehu@ethio-invest.com

Hanna Arayaselassie
Deputy Commissioner
Industrial Park Division
+251-115510033

hanna.arayaselassie@ethio-invest.com

Temesgen Tilahun

Deputy Commissioner
Policy Research & Promotion Division
+251-115157962
temesgen.tilahun@ethio-invest.com

Anteneh Alemu

Deputy Commissioner
Investment Operations Division
+251-115580499
anteneh.alemu@ethio-invest.com
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Trends in FDI flows to Ethiopia

African economies can draw on a range of external
sources of finance, including Overseas Development
Assistance (ODA), loans (private and public),
remittances, portfolio equity investment and Foreign
Direct investment (FDI). For many, FDI has been the
most reliable and largest source of external finance.
It has also been an important source of technology
transfer, access to management skills, marketing
network and a major driver of export trade. FDI inflow
into African countries has risen sharply in the last
two decades, in line with improvements in economic
performance and a growing global demand for African
products.

Ethiopia has been one of the countries that has
attracted substantial amount of FDI. However, despite
high-level economic growth since early 2000, it was
only after 2012 that Ethiopia began to attract FDI in
quantities commensurate with the country’s economic
size and growth performance. Between 2003 and
2011, for example, Ethiopia’s GDP growth rate was an
unprecedented 10.3 per cent on average - up from less
than 3 per cent annual growth during the previous ten
years and much faster than the average annual growth
in Africa as a whole (nearly 6 per cent). Ethiopia was
one of the fastest growing economies in the word
and even the global financial crisis of 2008/9 and the
subsequent collapse in global commodity prices did
not hinder Ethiopia’s growth drive.
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The impressive growth performance had a positive
impact on the country’s economy. Ethiopia’s per capita
income increased over two-fold during the same period,
albeit from a very low base. The country’s headcount
poverty ratio (the percentage of its population living
on an income of under $1.25 per day in PPP terms)
fell by more than half, meeting the Millennium
Development Goals (MDGs) target well before 2015.
These improvements were underpinned by a steady
increase in public investment in agriculture, education,
health and road development and a shift in industrial
strategy towards export-led industrialization, anchored
in the manufacturing sector and based on inputs from
agriculture.

Transition from the least to the most
favoured FDI destination in East
Africa...

Yet, FDI inflow during the initial period of growth was
consistently below the level expected for a country
that was growing above the global average. As shown
in Figure 1, between 2000 and 2011, Ethiopia was
the least favourite FDI destination country in East
Africa, attracting - in most years - below US$500
million, despite the country’s outstanding economic
performance and a growth rate far above any country
in the African region and the developing world as a
whole.

FDI inflow in East Africa
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Figure 1. FDI Inflow in East Africa | Source: UNCTAD Database

However, Ethiopia’s fortune as an FDI destination
began to change around 2012. Since then FDI inflows
to Ethiopia have been growing by 50 per cent per
year on average, reaching the peak of $4.1 billion in
2017. While FDI inflow to Ethiopia declined slightly
in 2018 - in line with the global downward trends and

the slowdown in global economic growth - Ethiopia
was still the largest recipient of FDI in the East African
region and the fifth largest recipient of FDI in Africa
after Egypt, South Africa, Congo and Morocco (Figure
2 next page).
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Developing economies in Africa
FDI flows, Top 5 host Economies

What are the explanations for the post-2011/2 surge
in FDI flows to Ethiopia? What has been the impact
on sectoral distribution of FDI and its contributions to
domestic productive capacity building?

Domestic investment-driven
growth...

From Figure 1, it is evident that Ethiopia’s rapid growth
in the pre-2012 period was not driven by FDI but largely
by domestic investment, particularly public investment
in key sectors such as agriculture, infrastructure,
construction and the services sector. During this
period, public investment in infrastructure alone
reached around 20 per cent of GDP (US$6 billion),
which was large relative to the size of the economy
and compared to FDI flows to Ethiopia. The massive
public investment helped to fuel domestic demand
and enhance the economy’s productive potential.

The turning point in FDI
inflows...

The turning point for FDI inflow came when the
country was preparing to implement its first Growth
and Transformation Plan (GTP | — 2010-2015), which
coincidedwithanincreased inflow of foreign investment
from non-traditional investors in the South, particularly
Turkey, China and India, and the establishment and
inauguration of the first industrial park in Ethiopia — the
Eastern Industrial Zone (EIZ) —built by a Chinese private
company, the Yonggang group. With hindsight, the
construction and operation of the EIZ was instrumental
in influencing the government’s decision to build
publicly owned industrial parks as policy instruments
to attract export oriented (or efficiency-seeking) FDI
and promote exports of value-added goods. In this
respect, the decision to construct industrial parks was

T a step change in the evolution of Ethiopia’s industrial

® Above $30bn At that time, the most important source of external policy and export-led industrialization strategy.
® 520052900 finance was not FDI but ODA and remittances, which

510151960 E helped to complement public investment particularly  Industrial parks are specially designated economic

N S o in social sectors. Rising international commodity sites containing all the necessary support systems and

8 Smnsm prices also helped to increase merchandize exports the basic infrastructure and services — such as, energy,

at an average annual rate of 10.5 per cent between water, transport connection, logistics, production

) 2004 and 2009. Obviously, these favourable external sheds, etc., — that enterprises need to manufacture

e Bt ot environments helped to sustain the growth momentum.  goods for export. The readily availability of these

Ve ¢ it In contrast, however, the role of FDI in Ethiopia’s essential provisions and administrative services within

2018% change growth process during the first decade of this century a confined area makes industrial parks the most

was minimal.

preferred investment sites for FDI. They minimize

Figure 2. FDI Inflow, Top 5 Host Economies | Source: UNCTAD, WIR 2019 the hassle-factor and the cumbersome process of

Industrial
Parks in
Ethiopia

In fact, in 2018, Ethiopia absorbed about half of the FDI inflows to East Africa: the total quantity received that
year was 3 times larger than the second-ranked country in the group (the Republic of Tanzania). Moreover, in
2018, Ethiopia’s stock of FDI was larger than any other country in the region after remaining well below other
countries during the first decade of 2000. Once again, the cut-off period for the sudden increase in the stock of
FDI in Ethiopia was 2010/11.
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Figure 3 FDI Stock in East Africa | Source: UNCTAD database
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initiating investment, especially in countries where the
administrative system is still underdeveloped and basic
infrastructures are not widely available or accessible
throughout the country.

It was not surprising, therefore, that the first Growth
and Transformation Plan (GTP | -2010-2015) identified
industrial parks as one of the main policy instruments
for driving the export-led industrialization agenda.
Since 2011, the government has constructed twelve
industrial parks and the total number —including private
industrial parks — has reached nineteen. The plan is
to construct a total of 30 industrial parks by the end
of 2025. The parks are expected to attract investment
into selected and largely export-oriented activities.
The priority sectors include textile and apparel, leather
products, agro-processing, pharmaceutical products
and information and communications technologies
(ICTs).

The first three sectors were selected to maximize
Ethiopia’s comparative advantages. The selection of
the pharmaceutical sector and the construction of the
Kilinto Pharmaceutical Industrial Park was based on a
dual objective of creating import-substitution capacity
and attracting export-oriented investment. The
rationale for establishing the ICT Park in Addis Ababa
in 2011 was to serve as the major driver of Ethiopia’s
Digital transformation agenda and attract investment
in export-oriented IT products and IT-enabled services.
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The sudden surge in FDI flows to Ethiopia since
2012 is undoubtedly related to the shift in industrial
policy, particularly the decision to establish state-of-
art industrial parks containing all the services and
infrastructure necessary for investment. The parks have
so far served as magnets pulling FDI into the country at
a rate unprecedent in the country’s recent history. More
importantly, however, they have been instrumental in
triggering new trends in the role of FDI in the country.
Three of these trends are worth highlighting.

Manufacturing as a source of FDI
attraction...

First, increasingly FDI in Ethiopia is concentrating in
the manufacturing sector, which is exceptional for a
low-income and agrarian-based African economy. In
most developing countries, FDI is dominant in the
extractive, agricultural and service sectors. Currently,
on average about 60 per cent of FDI flows to Ethiopia
goes to the manufacturing sector. This makes Ethiopia
one of a handful African countries where the bulk
of FDI stock is invested in the manufacturing sector,
largely due to investment attracted into the industrial
parks. This is good news for Ethiopia. It illustrates that
the Government’s ultimate objective of growth with
structural transformation and sustainable development
by encouraging investment flows into productive
sectors is working.

Trends in FDI flows in the
manufacturing sector
(in Billion USD)

2014

2015 2016 2017

- FDI flow to the manufacturing sector

- FDI flow to the other sectors

Figure 4 FDI in Ethiopia in Billion USD | Source: EIC
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The surge in
‘sreenfield investment'...

The contribution of FDI to domestic
capital formation.....

Second, increased FDI flows to manufacturing sector
represent a surge in what is often referred to as
‘greenfield investment’, which is investment in new
and productive investment projects. These are the
types of FDI that countries prefer to attract because of
their positive impact on job creation, introduction of
new technology and sometimes new products.

Announced greenfield
investments in textile and
leather sectors

Country Amount
Kazakhstan 2656
Vietnam 869
China 466
Ethiopia 306
Indonesia 193
India 157
Russian Federation 150
Cambodia 149
Mexico 140
Serbia 129
France 92
Myanmar 77
United Kingdom 65
Egypt 50
Bosnia and Herzegovina 47
Finland 46
Belarus 39
Dominican Republic 30

Table 1. Announced Greenfield Projects Millions USD
Source: UNCTAD database

Globally announced greenfield investment has been
on a long-term downward slide for the last decade.
In Africa, Ethiopia is one of a few countries where
announced greenfield investment has been rising
in recent years linked to increased investment in
industrial parks. According to UNCTAD, for example,
in 2018, Ethiopia was among the top five countries
in the world that have attracted a significant amount
of greenfield investment into the textile, clothing and
leather sectors. (Table, 1).
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Third, the upsurge in greenfield investment flows to
Ethiopia has implications for productive capacity
building through its impact on Gross Fixed Capital
Formation (GFCF). GFCF measures the net investment
in fixed capital, which is indicative of how much a
firm or a country is developing its productive capacity.
Ultimately, economic development is not about
achieving high level growth only, as is often assumed,
but also about building the productive capacity that a
country needs to produce a wide range of high-quality
products and services for domestic consumption
and/or to export competitively. While it is possible
to achieve high-level growth without necessarily
making significant progress in productive capacity
building, in the long-term, the growth achieved will be
unsustainable without productive capacity building.
The latter requires a process of capital accumulation
and investment in fixed capital. GFCF measures the
net increase in fixed domestic capital.

Generally, countries with rapid rates of economic
growth tend to devote a higher percentage of GDP to
investment, most of it invested in fixed assets, including
technology, to enable them to improve productivity
and achieve economic growth. The more countries
increase net investment in fixed capital and replace
old technologies by new and emerging technologies,
the more likely that these countries accumulate
productive capability and achieve sustained growth.

FDI inflows as a percentage of
Gross Fixed Capital Formation
(GFCF)

10.1

1.8

2010 2011 2012

Formation (GFCF)

Figure 5 presents the share of FDI in GFCF in Ethiopia.
It is evident that the proportion of FDI flows as a
percentage of domestic capital formation in the early
growth years was insignificant. However, as FDI inflows
increased, the share of FDI in total GFCF rose rapidly
and significantly from less than 2 per cent in 2012 to
15 per cent in 2016, suggesting that FDI has become
a major contributor to domestic capital formation and
productive capacity building. As FDI inflow declined
slightly in the last two years, there has been a downward
slide in the share of FDI to GFCF. However, it remains
higher than the average for African countries.

The way forward...

The world is on a slow and uneven growth trajectory
with uncertainties on the future of the multilateral
trading system and the impact of the coronavirus on
investment flows and the smooth operation of the
Global Value Chains (GVCs). It is difficult to predict
the trend in global FDI flows in such uncertain times.
However, given the intensity and scope of the economic
reforms that are currently underway in Ethiopia, which
includes a major overhaul of investment laws and the
privatization of major State-owned enterprises, and
the completion of a number of industrial parks that are
currently under construction, it is expected that in the
course of 2020, Ethiopia will attract greater amounts of
FDI exceeding the peak reached in 2017.

12.1

8.7

2014 2015 2016 2017 2018

=l Africa === Ethiopia
Figure 5 FDI Inflows as a Percentage of Gross Fixed Capital

Source: UNCTAD database
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A/ The Homegrown Economic
Reform Agenda

Over the past 15 years, the Ethiopian economy
registered a double-digit growth rate and over a three-
fold increase in per capita income. Growth was pro-
poor as reflected in a significant poverty reduction
and improvements in access to education, health and
infrastructure. This remarkable progress was made
possible through a public investment agenda aimed at
building critically needed human and physical capital.

Sustaining this significant progress requires correcting
macroeconomic imbalances, easing structural and
institutional bottlenecks to doing business, and
creating new sources of jobs and productivity growth.
To assist with these adjustments, the Government of
Ethiopia has launched a comprehensive and well-
coordinated homegrown economic reform agenda
aimed at stabilizing the country’s economy within the
next three years. The home-gown reform agenda has
three pillars:

&22

Macroeconomic reforms to correct
foreign exchange imbalances,
control inflation,  safeguard
financial stability while promoting
intermediation, and ensuring debt
sustainability;

Structural  reforms to  ease
institutional and structural
bottlenecks to productivity and
job growth; and

Sectoral reforms to address
institutional and market failures
inhibiting productivity growth in
key strategic sectors.

Key priority sectors where reforms are particularly
targeted include agriculture, manufacturing, tourism,
mining, and ICT.
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B.
Ease of Doing Business

Rankings on doing business topics
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The Context to the Ease of Doing - o -
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Despite its impressive growth rate, relatively stable A 189 |
® macro-economic environment and attractiveness , 4 ‘
o I n to FDI, Ethiopia ranks much lower than many Sub-
Saharan African Countries on the World Bank’s ' =
i i X. l l Starting Enforcing Resolving
Ease of Doing Business Index. In 2019, Ethiopia
. . a Contracts Insolvency
ranked 159 among 190 countries, unchanged Business
u SI n ess from its ranking in 2018. This outcome suggests
that the numerous policy adjustments, investment
. . . . . L]
policy reforms and business-friendly industrial TOplC Scores
policy measures — for example, the establishment
of industrial parks - that the government introduced ~ ~ ~,
over the last decade had minimum impact on 1} 59.7 60.1 50.9 15.0 10.0 63.3 56.0 62.8 303 )
improvements in the administrative and regulatory S’ e’
environment for starting a business in Ethiopia. The
Wor]d Bank’s ease Of doing business is a W|de|y Starting a Business (rank) 168 Getting Credit (rank) 176 Trading across Borders (rank) 156
t d ‘ndo t r f r'm rin th d m t Score of starting a business (0-100) 71.7 Score of getting credit (0-100) 15.0 Score of trading across borders (0-100) 56.0
aCC?p € l Icato o ea.SU. g . € omesuc Procedures (number) 11 Strength of legal rights index (0-12) 3 Time to export
pOIlcy environment and adm|n|strat|ve procedures Time (days) 32 Depth of credit information index (0-8) 0 Documentary compliance (hours) 76
for Stal‘ting bUSineSS in a Countl’y. Cn.st‘(nunl‘lherj ‘ . . 45.4 Cred?t registry coverage S% of adults) 0.4 Border compliance (hours) 51
Paid-in min. capital (% of income per capita) 0.0 Credit bureau coverage (% of adults) 0.0 Cost to export
D t li (UsD) 175
Th t f Eth . . d th t th v Dealing with Construction Permits (rank) 142 Protecting Minority Investors (rank) 189 B::::ir;:]:;i::f;p(ﬁ;;? 172
e governmen o lOpla IS .Concerne a. e Score of dealing with construction permits (0-100) 59.7 Score of protecting minority investors (0-100) 10.0 Time to export
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Steering Committee to spearhead the reforms in all
the ten indicators that are used to measure the ease
of doing business. The Committee started its work
in December 2018 and has been meeting regularly
— once a month and under the chairmanship of the
Prime Minister - to monitor progress in the reform
process and identify appropriate measures to make
the business environment friendly and attractive.

Summary of DB reform agenda and

S

tructure

Launched as a national flagship reform initiative in
December 2018 by the Prime Minister, Dr. Abiy Ahmed.
Framed as part of broader economic competitiveness

concern)
Strength of insalvency framework index (0-16)

5.0

Institutional responsibility: A National Doing
Business Steering Committee (chaired by the

Prime Minister or his delegate) was established
and meets every month to monitor progress in
implementation.

Initial success: Implemented some short-term/
quick-win reforms in the course of 2019 building
on some reforms started earlier.

The way forward: Continue to deeper (medium-
term) reforms during 2020.

. and job creation agenda.
DB Improvements since 2010
e Target: Implement bold and deep reforms, be
among the top 100 ranking countries in 3 years.
Methodology: Specific, measurable and time-
bound reform action plan was developed (with
short, medium and long-term reform measures)

to be implemented across 10 indicators and 9
Ministries.

Ethiopia is currently ranked 159th with a total score

of 48.0 according to the Doing Business 2020 report. .
Topic rankings and topic scores can be summarized

as per below.
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DB reforms implemented in the
short-term/up to May 2019

To achieve quick ranking improvements, 8 new laws
and 40 procedural and administrative reforms were
enacted in 5 months. These short-term reforms focused
on ‘quick-wins” while laying the ground for a more
ambitious medium and long-term reforms.

1. Starting a business

e Company name publication requirement removed

* Lease/rental agreement requirement removed

e OSS at MOTI (covering tax and authentication)
created

* Legal base for the application of software replacing

e cash register machine created

2. Getting credit

e Directive to include MFls and leasing companies in
to NBE credit registry system adopted

* Credit information system coverage expanded from
0.4% to over 5% of adult population

* Movable properties security rights proclamation
approved

&

Trading across boarder

e Electronic single window system piloted

e Deferred payment; pre-arrival & advance ruling
implemented

e Number of documents required for import & export
reduced by 4 (12-10 for export; 11-9 for import)

* Risk level for both import & export improved (more
yellow & green) reducing the need for physical
inspection

* E-certificate of origin implemented

=

Paying tax

e E-filling & e-payment on gradual expansion beyond
large tax payers (2,800 e-filling, 25% medium tax
payers)

e Tax payment through banks implemented

e Dedicated medium tax payers branch opened

* Risk-base VAT refund system introduced

&26

5. Dealing with construction permit

Online construction permit application platform
piloted

Registered professionals for
inspection and supervision hired
Directives issued to:

* Set time standard to connect to water (3 days) &
sewerage (12 days) for commercial & industrial
clients

* Reduce time to get planning consent from 3
days to 45 minutes

* Reduce the maximum number of days for review
and approval of plan to 13 from 21 days

verifying plans;

6. Registering property

Digitalization of majority of title deed - 77.4%
scanned & 22.8% fully digitalized (' Land plot fully
digitalized

Document requirements, land transactions and
disputes availed online

Notification period on transaction reduced from 30
to 7 days

Time to get tax clearance reduced to 1 day

7. Enforcing contract

=]

Commercial benches expanded (additional 2
benches established at FFIC)

Commercial bench procedure code enacted setting
time standard for court events and introducing new
case management systems

. Getting electricity

Effective tariff information availed online
Working procedure revised to reduce number of
documents required

DB reforms in the pipeline

Starting a business: a legal reform was approved
by the government in November 2019, eliminating
lease agreement and authentication requirements.
In addition, online business licensing system has
been finalized and will be launched in the first
quarter of 2020.

Getting credit: Credit information system has
been expanded further to include Micro-Finance
Institutions (MFls) and lease companies. Movable
assets as security rights proclamation has been
enacted in August 2019. Currently, collateral
registry system is under development.

Paying tax: VAT amendment proclamation has
beenenactedin November2019.The proclamation
reduces the frequency of VAT reporting by small
and medium businesses from monthly to quarterly
and the time it takes to refund expenditure on
capital goods. E-filling and e-payment systems are
also being expanded to cover large and medium
taxpayers.

Trading across boarders: The development of
electronic single-window for cross-border trade
hasbeenfinalized and will be operational in the first
half of 2020. The risk-based customs clearance is
also being modified constantly to optimize results.
The government has also decided to eliminate the
manda