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1. Background 

Edible oil has always been and remains as a basic food item in Ethiopian. The production of oil crops and the extraction of edible oil has always been and still is done mainly at the household level. Commercial industrial scale oil extraction was introduced in the country at the beginning of the 20th century. The number and capacity of edible oil plants in the country is not adequate enough to meet the domestic demand. 

According to the 2007 Report on Large- and Medium-scale Manufacturing and Electricity Industries Survey of the CSA, in 2005/6 the number of large- and medium-scale edible oil processing mills in the country is 33.  Out of these, 29 are under private ownership and the rest are publicly owned. 

All the mills that are operating in the country extract edible oil from oil seeds.  Hence, there is no factory in the country that extracts edible oil from maize.

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 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 and construction industries as well as 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 Base

Raw material

In Ethiopia, maize grows from moisture stress areas to high rainfall areas and from lowlands to the highlands (second national maize workshop of Ethiopia, 12-16 Nov.2001). It is one of the most important cereal crops grown in the country. The total annual production and productivity exceed all other cereal crops. Therefore, maize is an important component of diet across the country. It is mainly used directly for human consumption, but increasing quantities are used for animal feed. In addition, it is one of the best quality crop produced in the country in terms of protein and starch contents.
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Private farmers produce maize mainly during the main long rainy season (May to September). In some areas, a small amount is produced in the short rainy period from February to May (CSA, 2007/08). In 2007/08, the total area under maize was 21.6% of the total area under cereals in the country, while production of maize accounted for29.4% of total cereal production (Table 1). 

Table 1:  Estimates of Area, Production and Yield of Cereal 

                      Crops Under  Private Peasant Holding in 2007/08
	
	Area (ha.)
	Production (tons)

	Teff
	2397121
	2760159

	Barley
	1024706
	1455503

	Wheat
	1479287
	2711765

	Maize
	1891203
	4166165

	Sorghum
	1498199
	2467452

	Finger millet
	391824
	526066

	Oats
	32035
	36758

	Rice
	29720
	-

	Total
	8744095
	14162796


            
 

Source: CSA 2007/08

Although maize is an introduced crop to Ethiopia, its production has increased over the years (table 2). During the early 2000's, the total production within a year remained around 30 million quintals. However in the 2007/08, maize production in Ethiopia increased to 41.6 million quintals from about 1.9 million hectares (Table 2).  

Table 2: Estimates of Area and Production of Maize in Ethiopia 

   (2003/04-2007/08)

	Year(EC) 
	Area (ha.)
	Production (qt)

	2003/04
	1367115
	30076530

	2004/05
	1392116
	30644152

	2005/06
	1526125
	33367592

	2006/07
	1694522
	37764397

	2007/08
	1891203
	41661655


Source: Central Stastical Agency

Crop production forcast sample survey 2007/08(2000 E.C)

The availability of improved maize technologies (improved varieties and management practices) for different agro-ecologies combined with new extension program played a major role in the increment of maize production at the beginning of 2000s (Table 3).
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Table 3: Released Maize Varieties by Different Research Centers in Ethiopia With Their Agro-ecological Adaptation and Agronomic Character 

	Type
	variety
	Altitude

(m)
	Rainfall

(mm)
	Plant height(cm)
	Ear placement
	Days to maturity
	Seed color
	Yield(q/ha)
	Disease Tolerance

	
	
	
	
	
	
	
	
	On-station
	On-farm
	Lodge
	GLS
	Turcicum
	Rust

	Hybrids
	BH660
	1993
	1600-2200
	1000-1500
	145-165
	160
	white
	90-120
	60-80
	F
	T
	T
	T

	
	BH540
	1995
	1000-2000
	1000-1200
	110-120
	145
	“
	80-100
	50-65
	T
	MT
	MT
	MT

	
	BH140
	988
	1000-1800
	1000-1200
	105-120
	145
	“
	80-90
	47-60
	T
	MT
	MT
	MT

	
	BH530
	1996
	1000-1300
	1000-1500
	110-120
	140
	“
	80-90
	50-60
	T
	MT
	MT
	MT

	OPVs
	Kuleni
	1995
	1700-2200
	1000-1200
	130-145
	150
	“
	60-70
	40-45
	T
	T
	T
	T

	
	Ambo-Bako
	1986
	500-1000
	1000-1200
	130-145
	150
	“
	50-70
	35-45
	T
	MT
	MT
	MT

	
	Gutto
	1988
	1000-1700
	800-1200
	90-110
	126
	“
	30-50
	25-30
	R
	MT
	MT
	MT

	
	A-511
	1974
	500-1800
	800-1200
	130-145
	150
	“
	50-60
	30-40
	MT
	MT
	MT
	MT

	
	UCB
	1975
	1700-2000
	1000-2000
	170-200
	163
	“
	50-70
	35-45
	MS
	T
	T
	T

	
	Al-Comp.
	1975
	1600-2200
	1000-1200
	160-190
	163
	“
	50-70
	38-42
	MS
	T
	T
	T

	
	Rare-1
	1997
	1600-2200
	900-1200
	130-150
	163
	“
	60-80
	40-45
	MT
	T
	T
	T

	
	Gibe Comp-1
	2000
	1000-1700
	900-1250
	120-130
	145
	“
	60-70
	40-45
	T
	MT
	T
	T


Source: Ethiopian Agricultural Research Organization, Second National Maize Workshop of Ethiopia, 12-16 November, 2001
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The local maize germplasm and the composites released for commercial production in the 1970s are tall and susceptible to lodging. To replace the low yielding cultivars with better performing varieties, the National Maize Research Program has used different methods. These include:  recurrent selection, introgression of desirable traits followed by recurrent selection, and introduction of improved materials from international and national research organizations and selection under local conditions. These activities resulted in the development and release of commercial open pollinated varieties (OPVs) for different agro-ecologies. The newly developed OPVs have better harvest index, grain yield and other agronomic traits than the old composites.

Labor 

      With a population of over 70 million, Ethiopia has abundant, hard-working, inexpensive and easily trainable labour force. Unskilled labor costs range from Birr 20-30(US$ 1.58-2.37) per day .  The salaries of fresh university graduates normally range from Birr 895-1050 (US$ 70.64-82.90) per month. There are a large number of vocational, technical and professional schools, institutions, colleges and universities that provide the required training in nearly all fields. The job market is competitive, and has a pool of experienced professionals in engineering, business and other fields

4.  Market Size and Access

Ethiopia has a large population and thus potentially one of the largest domestic markets in Africa. Beyond the domestic market, by virtue of its membership of the Common Market for Eastern and Southern Africa (COMESA), embracing 20 countries with a population of about 380 million, Ethiopia enjoys market access to these countries at preferential tariffs. Ethiopia’s proximity to the Middle East also offers potential market opportunities. The country also qualifies for preferential access to European markets under the EU’s Every-Thing-But-Arms (EBA) initiatives and to US markets under the African Growth and Opportunity Act (AGOA). Therefore, the potential for export marketing of edible oil also large. 

In Ethiopia, production of edible oil is far from being adequate to satisfy the current domestic demand.  Annual production from the existing plants is less than 7,000 tons.  (Table 4).

Table 4: Number of Plants and  Edible Oil Production in Ethiopia

	year
	No. of Establishment

Both private & Govt.
	Annual production (in Tons) 

	2002/03
	27
	8027

	2003/04
	28
	6931

	2004/05
	26
	4882

	2005/06
	33
	11408

	2006/07
	33
	6640

	2007/08
	33
	5787


Source: CSA Statistical Abstract 2007
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In the year  2007 it imported 85164 tons of edible oil, out of which 64 tons is maize based. This shows that import exceeds domestic production by more than seven folds. It is therefore, evident that the country needs more edible oil processing plants.   

Table 5:  Import of Edible and non Edible oil

	Year
	Total imported oil
	Edible oil
	maize oil

	
	Quantity (tons)
	Value(Birr)
	Quantity (tons)
	Value(Birr)
	Quantity (tons)
	Value(Birr)

	2003
	135795
	546927637
	127669
	504716271
	410
	5319460

	2004
	75641
	469066971
	71238
	438240840
	53
	332780

	2005
	90494
	664358691
	67823
	536137169
	27
	247927

	2006
	89027
	590701387
	65036
	444880752
	34
	252436

	2007
	103059
	831701387
	85164
	696400674
	64
	683814


Source: Ethiopian Customs Authority 

5. Investment 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.
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·  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 BITs with a number of Countries and is also in the process of signing such treaties with a number other Countries.
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8. Cost of Land and Utilities(
    8.1 Land


In Ethiopia, land is public property.  Both urban and rural land is available for investment on leasehold basis.  Lease right over land can be transferred, mortgaged or sub-leased together with on-build facilities.  Leaseholders have the right to use urban land for up to 60 years in Addis Ababa and in a town designated as of the grade of Addis Ababa, and up to 80 years in other towns.  The period of lease may also be renewed.

The average costs of land in industrial zones designated so far are as follows;

· Addis Ababa …………….US$ 11.60-21.55 per m2 for the lease period

· Dire Dawa…………… ….US$ 0.44-0.77 per m2 for the lease period

· Oromia…………………..US$ 5.55-6.55 per hectare per year

· Southern Nation,

      Nationalities and Peoples’

      Regional State……….…..US$ 3-5per hectare  per year 

· Amhara…………….……US$ 1.13-6.00 per hectare per year 

· Tigray*( ………………….US$ 2.36-3.16 per hectare per year

    8.2 Utilities 


     The cost structure of utilities is as follows:

a) Electricity

· Low voltage time-of-day industrial: 


Equivalent flat rate…………..…US$ 0.06 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$ 0.039per KWh.

b) Telephone

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

· 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$ 0.18 per m3
· 7-20 m3……….……….…US$ 0.027 per m3
· above 20 m3  …………….US$ 0.34 per m3
· Non-residential…………………US$ 0.34 per m3
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%
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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………….……..» 1 hours

· registration of export oriented non-equity based

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

· facilitation of the acquisition of land and utilities . 

Hence, the availability of basic raw material, maize, the existence of abundant and cheap labour force, the growing world and domestic demand for maize oil and the favorable investment climate existing in the Country provide an opportunity for the establishment of maize based oil manufacturing industries in the Country. 
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( 1US$ = Birr 12.67)


(( Free of charge if the investment is Agro-industry and exports at least 50% of its output. 
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