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1. Background

Cement is an important ingredient in concrete locking together the sand and gravel constituents in an inert matrix. It is one of the principal building and construction materials in building and construction sectors. It is therefore essential to meet society’s needs for housing and basic infrastructure such as bridges, roads, water treatment facilities, schools and hospitals.

The cement industry is a well- established manufacturing industry dating back to the Greek and Roman Empires where cement was used in structures over 2000 years ago. The modern cement industry dates back to the 1800s.

In Ethiopia, a cement factory was established by Italians in 1936 during the five year fascist occupation of the Country. Currently, there are four cement plants with a combined production capacity of about 2.85 million metric tons per year. The Dire Dawa Cement Factory is the first factory established in the country. 

These cement plants presently manufacture cement mainly for the local market. However, the Messebo Cement plant has started exporting cement to the neighboring countries, the Sudan and Djibouti. 

The fifth plant is planned to be built in Dire Dawa. The plant will have a production capacity of 2,500 tons of cement per day. The existing operating plants and their capacity in the country are shown  below: 

Table 1:  Existing Cement Plants Capacities of the Country.

	S.No
	Operating plants
	Ownership
	Locality
	Annual production Capacity(in tons)
Cement

	
	
	Public enterprise
	Private limited
	
	

	1
	Mugher Cement Factory
	(
	
	        Mugher
	145000 cement

620000 clinker

	2
	Addis Ababa  ´  ´  
	(
	
	   Addis Ababa
	125000

	3
	Dire Dawa      ´  ´  
	(
	
	Dire Dawa
	18000

	4
	Messebo          ´  ´           
	
	(
	        Mekele
	1089197

	5
	Abissinia  
	
	(
	Chancho
	108000

	6
	CGC Cement
	
	(
	Nathret
	150000

	
	Total
	
	
	
	2855197


The principal products of the above plants/factories are ordinary Portland cement and Portland Pozzolana cement. Table below shows cement production in the Country during the past five years by plant type.            

Table 2: Cement Production in Ethiopia (in tons)
	Year(E.C)
	Mugher


	Addis Ababa


	Dire Dawa


	Messebo


	Total


	Export

	1992(1999/00)
	690,981.75
	119,470.00
	6,543.00
	-
	816,994.75
	-

	1993(2000/01) 
	693,128.85
	121,004.00
	 NA
	131,100.60
	945,233.45
	-

	1994(2001/02) 
	777,934.15
	123,678.15
	8,365.00
	174,191.20
	1,084,168.50
	-

	1995(2002/03) 
	734,012.00
	125,344.87
	7,857.00
	330,752.70
	1,197,966.57
	2,200.00

	1996(2003/04)
	841,151.50
	140,051.21
	14,303.00
	360,612.00
	1,356,117.71
	6,483.60


Source: Mugher Cement Enterprise, Ethiopian Privatization Agency and Messebo Cement   Factory.

2. Government Policy  

The national development policy of Ethiopia is Agriculture- led Industrialization. The country’s industrial development strategy, which has been launched by the Government recently, encourages agriculture-led, export-oriented and labor-intensive industries which are all interrelated and interdependent. The Strategy identifies special industrial sectors and sub-sectors as exclusive important, deserving special attention and direct support to secure rapid development. Agro-processing, meat processing, textile and garment, leather and leather products, construction industries and the development of micro- and small- scale enterprises are areas which are given priority by the Government as special industrial sectors and sub-sectors in the industrial development strategy of the country.

3. Resource Availability

3.1 Raw Material

Limestone, Sand stone, Clay, Gypsum and Pumice are the major raw materials required for the production of cement. All these ingredients, which are essential to manufacture cement, are plentifully available in Ethiopia. They occur in most of the Mesozoic sequences of the Country. High quality limestone, clay, gypsum and pumice occur in the vicinity of the three cement plants in the Country.

· Limestone

Limestone is one of the most abundantly available sedimentary rocks in Ethiopia and is presently used extensively to manufacture cement. The cement and lime industries are the main consumers of limestone in Ethiopia. The lime stones of Mekele, the Mugher Valley and Dire Dawa have been well explored for utilization in the production of cement. Presently the widely available crystalline limestone is extensively used to manufacture Portland cement in the Country. High quality limestone is also exposed in other parts of the Country, but these occurrences require further assessment of their potential utilization in various industries.

· Clay

Suitable clays for the manufacture of cement occur in the vicinity of Addis Ababa, between Debre Birhan and Debressina and at Mulo and Zega Wedem between Debre Zeit and Kaliti, at Sululta, near to the rift valley lake region and at Awzeit, Debre Tabor and Kerker in the Gondar Region of northern Ethiopia.

· Sandstone

Sandstone is abundantly found in Tigray, Ambo, Harar and in the Abay River gorge, etc.

· Gypsum

Gypsum is one of the most abundant mineral resources of Ethiopia. It occurs more abundantly in association with limestone in the Abay Gorge, Mekele, Mugher and Jemma Valleys, Ferfer, Dawalle and Hagere Selam. Gypsum also occurs in the Denakil depression (northern Ethiopia). Patches of gypsum are also found in the lacustrine beds of the Lower Awash River Valley near Asaita in the Southern Afar Region. A limited amount of gypsum is currently produced for domestic consumption, mainly for the cement and stucco production, at Mugher and at Filiklik near the Abay bridge and at Dewelle near Dire Dawa.

· Pumice

Pumice is glassy, felsic lava, which is common in the regions of recent volcanic activity. Although the occurrence of pumice is widespread in Ethiopia, it is utilized mainly for the purpose of cement manufacture. The best known deposit is at Gari Baldi, about 60 km east of the town of Adama. Other occurrences, including that at Kimbibit in the Rift Valley, require more detailed assessment.

As shown below, geological studies in the past statistically substantiated the presence of most of the above cement raw material resources in different localities of Ethiopia.

Table 3:  Localities of Cement Raw Materials Occurrences and Reserves of Ethiopia 

	Raw Material Type
	Locality
	Amount (metric tone)

	Limestone 
	Oromia,Tigray, amhara, Harare, Dire Dawa
	171550000

	Clay
	Tigray,Dire Dawa
	21600000

	Silica Sand
	Oromia,
	3400000

	Gypsum
	Tigray, Oromia,
	57400,000

	Pumice 
	Oromia,Afar, southern Ethiopia
	Many million tones


Source: Ministry of Mines & energy.

3.2 Labor
Ethiopia is a large country with a population of over 70 million. This large population is the pool from which investors draw their employees (unskilled and semi-skilled workers or highly qualified professionals) and provides potential market for investors’ products. Wages and salaries vary depending on the type of profession and level of skill required and is determined by agreement between the employer and the employee. The workforce is generally honest and low-cost. The average wage for unskilled labour ranges generally from Birr 12-15(US$ 1.21-1.51) in regional states and Birr 15-20 (US$1.51-2.00) in Addis Ababa per day. The salaries of fresh university graduates normally range from Birr 1000-1300 (US$100.4-130.5) per month.

3.3 Packaging Materials 

The necessary packaging materials (paper sacks) for packaging cement are currently produced by Paper Sacks and Shopping Bag Making Plant with the production capacity of 60 million pcs of paper sacks. This plant was established in the year 2000 by Mugher Cement Enterprise. So, the plant has sufficient capacity of producing and supplying paper sacks for the market.

3. 4 Power Supply
The cement industry is highly energy intensive, requiring the availability of adequate energy supply for the smooth functioning of the industry. The country has currently sufficient power supply. The installed capacity of hydro and thermal plants of the country is presently about 799.3 MW, out  of which 676.75 MW is hydro.  

Table 4: Installed and Dependable Generation Capacity of Existing power Plants of Ethiopia.    

	              Existing Power plants
	Installed Capacity(MW)
	Dependable Capacity(MW)
	Average Energy(GWh/year)

	· Koka
	43.2
	38.4
	110

	· Tis Abay I
	11.4
	11.4
	85.2

	· Awash II
	32
	32
	165

	· Fincha
	134
	128
	640

	· Awash III
	32
	32
	165

	· Melka Wakena
	153
	153
	543

	· Tis Abay II
	73
	68
	282

	· Gilgel Gibe I
	192
	184
	847

	· Diesel (reserves)
	80
	Unknown 
	

	· Aluto Langano GT
	7
	Unknown
	

	      Total 
	757.6
	646.8
	2837.2


Source: Ministry of mines & energy

In addition to the above, the following power plants are expected to start production of electricity in the near future to supplement power production levels in the Country. 

Table 6 :  Power Plants under Construction and Study.

	Name
	Existing installed capacity(in MW)
	Status

	Gibe 3rd 
	1870
	64% completed until 2000 Ethiopian fiscal year. 

	Amerti Neshe
	100
	11% completed until 2000 Ethiopian fiscal year. 

	Tekeze
	300
	88.68% completed until  2000 Ethiopian fiscal year. 

	Gelegel Gibe 2nd
	420
	92.06% completed until 2000 Ethiopian fiscal year. 

	Tana Belese
	460
	83% completed until 2000 Ethiopian fiscal year. 

	Under study
	
	

	Wind power energy 
	
	

	Tendaho Geothermal
	
	

	Gebe I Hydro Electric power project
	
	

	Gebe II Hydro Electric power project
	
	

	Gebe IV Hydro electric Power project
	
	

	Genale Dawa Hydro Electric power project
	
	

	Chemoga Yeda Hydro electric power project
	
	

	Mendaya Hydro Electric power Project 
	
	


Source: Ministry of Mines & Energy.

3.5  Water Supply
The water supply comes from river dams and from rainfall amounting to 500-2500 mm per year. Ground water at depths of less than 200 meters is available in many areas of the Country.

3.6 Telecommunications 

At present the Ethiopian Telecommunication Corporation (ETC) provides all the telecommunication services in Ethiopia.

3. 7 Road

The density of the country’s road net work is 29km per 1000 km2. However, the Government plans to increase the density from the current 29km /1000km2 and 0.48 km/1000 people to 47km/1000km2 and 0.70km/1000 people by the end of 2005 under RSDP II.

4. Market

The demand for construction materials like cement depends upon the strength of the domestic economy, urbanization and population. The country’s GDP grew at annual average rate of around 6 per cent for a number of years. Ethiopia with a population of over 70 million has also one of the highest population growth rates in Africa. The construction sector in the country has witnessed a rapid growth in recent years. Hence the growing investment in the public and private sector together with the moderate GDP growth rate as well as with greater urbanization, the demand for cement is expected to grow rapidly.  

In addition to the domestic market, global demand for cement will grow at the rate of 4.8 percent annually through 2008, driven by robust construction activity in China and other developing parts of Asia as well as in Eastern Europe and Latin America. The physical infrastructures of the US, Western Europe and Japan is well developed, so maintenance and repair construction will account for much of the growth in cement demand through 2008.

Cement is a heavy and relatively low-value product. So, international trade in cement is fairly limited, with much of it between neighboring nations. Therefore, the global cement market is concentrated in countries with large markets. By virtue of its membership of COMESA, embracing 20 countries with a population of about 380 million, Ethiopia enjoys market access to these countries at preferential tariffs. The Country also qualifies for preferential access to European markets under the European Union’s EBA initiative. Ethiopia’s proximity to the Middle East also offers potential market opportunities for cement. 

On account of the above-mentioned reasons, we believe that the demand has never been a problem for the industry; it is the supply side that has posed some problems. Therefore, cement manufacturing is a viable area of investment in the country.

5. Incentives

To encourage private investment, the Ethiopian Government has developed a package of incentives under Regulations No.84/2003 for investors engaged in new enterprises and expansions, across a range of sectors. These incentives are available both to foreign and domestic investors and the said Regulations doesn’t discriminate between a foreign and domestic investor or between foreign investors of different nationalities. The type of incentives that are available both to foreign and domestic investors are the following:

     5.1. Customs Duty Exemption

· A 100 percent exemption from the payment of import customs duty and other taxes levied on imports is granted to investment capital goods and construction materials necessary for the establishment of a new enterprise or for the expansion or upgrading of an existing enterprise as well as spare parts worth up to 15 percent of the value of the imported capital goods;  

· Investment capital goods imported without the payment of import customs duties and other taxes levied on imports may be transferred to investors enjoying similar privileges;

· Exemptions from customs duties or other taxes levied on imports are granted for raw materials and packing materials necessary for the production of export goods. Taxes and duties paid on raw materials and packaging materials are drawn back at the time of exports of finished products.  The voucher system and bonded manufacturing warehouse facilities are also in place.

·  All goods and services destined for export are exempted from any export and other taxes levied on exports.

    5.2. Income Tax Exemption
· Any income derived from an approved new manufacturing, agro-industrial or agricultural investment is exempted from the payment of income tax ranging from 2-8 years depending up on the area of investment, the volume of export and the location in which the investment is undertaken.

· Income derived from an expansion or upgrading of an existing manufacturing, agro-industrial or agricultural enterprise is exempted from income tax for a period of two years if it exports at least 50% of its products and increases, in value, its production by 25%.

   5.3 Loss Carry forward
Business enterprises that suffer losses during the tax holiday period can carry forward such losses for half of the income tax exemption period, after the expiry of such period.

6. Remittance of Funds
Foreign investors are entitled to make the following remittances out of Ethiopia in convertible foreign currency at the prevailing rate of exchange on the date of remittance:

· Profits and dividends accruing from investment;

· Principal and interest payment on external loans;

· Payments related to a technology transfer agreement; 

· Proceeds from the sale or liquidation of an enterprise;

· Proceeds from the transfer of shares or of partial ownership of an enterprise to a domestic investor;

· Expatriate employees may remit, in convertible foreign currency, unspent salaries and other payments accruing from their employment in hard currency.
7. Investment Guarantee and Protection
In Ethiopia, both the Constitution and the investment Code protect private property.  Ethiopia is also a member of MIGA, which issues guarantees against non-commercial risks to enterprises that invest in signatory Countries.  Besides, the Country has signed bilateral investment promotion and protection treaties with a number of Countries and is also in the process of signing such treaties with a number other Countries.

            8. Cost of Land and Utilities(
     8.1 Land

In Ethiopia, land is public property. It is available for investment on leasehold basis. Leaseholders have the right to use land for up to 80 years depending upon its location. Lease right over land can be transferred, mortgaged or sub-leased together with on build facilities. 

The rental value and the lease period of rural land are determined and fixed by land use regulations of each regional state.  The costs of land in industrial zones and rural areas in four regional sates and in Dire Dawa are shown below:

Table 6: Indicative land Lease/Rent Prices
	Region
	Lease price(for the lease  period)

	
	Urban(industrial zone)
	Rural

	Oroima
	US$ 0.14-0.15/m2/year
	$7.06-13.55/ha /year

	Amhara
	US$ 1.58-6.21/m2/year
	$1.43-9.96/ha /year

	Tigray
	US$0.11-0.21/m2/year
	$3.01-4.01/ha/year

	Dire Dawa
	US$0.58-1.01/m2 /year
	US$ 9.55/ha/year

	SNNPR(
	US$0.01-0.1/m2/year
	$3.01-11.74/ha/year

	Addis Ababa
	US$15.2-256.7
	


      

( Southern Nation, Nationalities and Peoples’ Regional State
8.2 Utilities 

       The cost structure of utilities is as follows:

a) Electricity

· Low voltage time-of-day industrial: 


Equivalent flat rate…………..…US$ 0.062 per KWh

· High voltage time-of-day industrial 15kv:  

            Equivalent flat rate …………….US$ 0.042 per KWh

· High voltage time-of-day industrial 132kv:  


Equivalent flat rate……………. US$ 0.039 per KWh.

b) Telephone

· Fixed telephone………………….US$ 0.023 per six minutes

· Mobile telephone 

· Mobile to mobile………....US$ 0.074 per minute

· Mobile to fixed………...…US$ 0.155 per minute

c) Water (in Addis Ababa)

· Residential

· 0-7 m3…………………....US$ 0.181 per m3
· 7-20 m3……….……….…US$ 0.0.27per m3
· above 20 m3  …………….US$ 0.34 per m3
· Non-residential…………………US$ 0. 34 on customer’s total consumption

9. Taxation

    The principal tax rates of the Country are as follows:

· Corporate income tax…………..……….30%

· Turnover tax

· From goods supplied to the 

 local market and rendering

 of  construction, grain mill,

 tractor, combine harvesting 

 services undertaken in the 

 Country……………………….2%

· On other sectors……………..10%

· Excise tax………………….……..…..10-100%

· Customs duties……………….…..……0-35%

· Export tax………………………………..nil

· Withholding tax………………………….2%

· Value added tax…………………..…….15%

· Dividend tax…………………………….10%

· Royalty tax…………………………...…..5%

· Capital gains tax

· Shares of companies…………….30%

· Building held for business,

  factory and office………………15%

· Building held for residence.. …....nil

· Income tax from employment …    ……..0-35%

10. One-stop Shop Service

Foreign investors obtain pre-and post-approval services from the Ethiopian Investment Agency (EIA).  In addition to facilitation and promotional services, the EIA offers the following services under the one-stop shop arrangement:

· issuance of investment permit……………………….…….….in  6 hours  

· issuance of commercial registration certificate ………………» 6  »
· issuance of  business license ………………………………….» 6   »
· issuance of work permit…………………………………….…» 2 hour

· registration of technology transfer agreement………….……..» 1hours

· registration of export oriented non-equity based

      foreign collaboration………………………………………….» 1 hour

· facilitation of the acquisition of land and utilities . 

The Ethiopian Investment Agency  also facilitates the acquisition/provision of land/utilities and residence permit/visas for investors. 
To conclude, the reasonably high GDP growth rate which stimulates the expansion of construction activities, the availability of raw materials and the conducive investment climate of the country make the establishment of cement industries a highly viable business undertaking. 















( US$ 1= Birr 8.8328 (as of April 9,2005)
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