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Introduction
Economic structural transformation is customarily associated with an increasing role for the manufactur-
ing sector in an economy. There are, however, emerging concerns regarding the feasibility of this route of 
development for newcomers. The first is that centuries of history of manufacturing development is be-
lieved to impact natural and environmental resources as well as the health of people negatively. Industrial 
development should no longer ignore environmental concerns. As a result, sustainable development has 
become the overarching goal of the international community since the UN Conference on Environment 
and Development in 1992. The second concern is that the windows of opportunity used by Western and 
Asian developed countries to develop their manufacturing sectors are no longer available to newcomers 
due to changing global conditions.1

These concerns have great implications for the development strategies developing countries should pursue. 
An emerging dispute in this regard is whether industrialization and green growth are compatible objectives. 
One view is that environmental considerations will impose limitations on the industrialization process of de-
veloping countries. Given that the present contribution of developing countries to global pollution is margin-
al, this view holds that they should not be constrained by environmental considerations. In contrast, others 
argue that industrialization and green growth are not necessarily incompatible. This view suggests developing 
countries have a latecomer advantage, thus, they do not have to reinvent the wheel but freely choose between 

1. Sanjaya Lall, “Is African Industry Competing?,” Queen Elizabeth House, University of Oxford, January 2005, https://www.qeh.ox.ac.
uk/sites/www.odid.ox.ac.uk/files/www3_docs/qehwps122.pdf; and Carlota Perez et al., “The Possible Dynamic Role of Natural Re-
source Based Networks in Latin American Development Strategies,” in Innovation Systems For Inclusive Development: The Latin American 
Experience, G. Dutrénit and J. Sutz, eds. (Cheltenham: Edward Elgar, 2014), http://carlotaperez.org/downloads/pubs/Perez_Marin_
Navas-Aleman%20_Dynamic_role_of_NR_FINAL_FINAL.pdf.

https://www.qeh.ox.ac.uk/sites/www.odid.ox.ac.uk/files/www3_docs/qehwps122.pdf
https://www.qeh.ox.ac.uk/sites/www.odid.ox.ac.uk/files/www3_docs/qehwps122.pdf
http://carlotaperez.org/downloads/pubs/Perez_Marin_Navas-Aleman%20_Dynamic_role_of_NR_FINAL_FINAL.pdf
http://carlotaperez.org/downloads/pubs/Perez_Marin_Navas-Aleman%20_Dynamic_role_of_NR_FINAL_FINAL.pdf
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available technologies paths to “leapfrog” industrial development. Moreover, green growth can be a source of 
competitiveness by way of increasing the efficient use of energy and material inputs.

Another important development strategy debate is whether a singular focus on the manufacturing sector for 
structural transformation is appropriate and feasible. For a long time, diversification into manufacturing has 
been advocated as the primary goal of national development strategies in low-income countries. By contrast, 
diversification into primary commodities and natural resources has been regarded as having a detrimental 
effect on countries growth prospects, often referred to as a resource curse. This argument is, however, being 
challenged from empirical and theoretical point of views. There are plenty of examples (e.g., Australia, Can-
ada, Norway, the United States, Brazil, Chile, and Uruguay) of how natural resource-based activities can lead 
to growth for long periods and can be a source of knowledge and technological advancement.2 The differential 
impact of natural resource endowments on the economic development in different countries is mostly driven 
by the quality of institutions and governance. The development of natural resource-based activities not only 
drives economic growth directly but can also provide significant opportunities to build new areas of compara-
tive advantage, including in the manufacturing sector. 

The aim of this paper is to draw some important lessons from Ethiopia in light of the above debates on 
industrial development strategies. Ethiopia represents an excellent case study in Africa due to its bold move 
toward industrial development, both in terms of policy and commitment for implementation. Ethiopia made 
a deliberate choice to achieve carbon-free and fast growth by announcing two ambitious but seemingly 
counterintuitive national programs in the early-2010s. The first major national program, launched in 2010, 
was the Growth and Transformation Plan (GTP I) and aimed at a double-digit annual economic growth rate to 
reach lower-middle-income status in 15 years.3 The country embarked on a massive industrialization program 
to increase industry’s share to GDP from 13 percent to 32 percent. The Climate Resilient Green Economy 
(CRGE) was the second national program, launched in 2011, which aims at a net-zero greenhouse gas (GHG) 
growth trajectory. Through these programs, the country has aimed to build a diversified, globally competitive, 
and environmentally-friendly industrial sector with high manufacturing capability.4 Ethiopia has also started 
to give increasing attention to the development of industry in natural resource-based sectors, such as horti-
culture and tourism, in addition to the manufacturing sector.

Ethiopia has been one of Africa’s best economic performers, growing at a double-digit rate over the 
past 15 years. Between 1994 and 2017, the size of the economy grew by about 11.5 times and reached 
$80 billion. Per capita income has also increased seven fold, reaching $800 over the same period. Ethi-
opia’s growth was broad-based, and poverty was reduced significantly, for example, from 45.5 percent 
in 1995–1996 to 23 percent in 2015–2016. Ethiopia has also witnessed tangible progress on the UN 
Millennium Development Goals (MDGs). The country has been a model of state-led development, with 
government-heavy investment in infrastructure, agriculture, education, industrial parks, and other 
sectors. Gross fixed capital formation has reached nearly 40 percent of GDP. Ethiopia has beenheralded 
as the “China of Africa” and has attracted huge amounts of foreign investment, largely in manufacturing. 
According to a UN Conference on Trade and Development (UNCTAD) report in 2017, Ethiopia was the 

2. Daniel Lederman and William Maloney, “Open Question about the Link Between Natural Resources and Economic Growth: Sachs 
and Warner Revisited,” Central Bank of Chile, February 2002, https://si2.bcentral.cl/public/pdf/documentos-trabajo/pdf/dtbc141.pdf.

3. Ministry of Finance and Economic Development (MoFED), Growth and Transformation Plan (GTP I) (2010/11-2014/15 (Addis Ababa: 
Federal Democratic Republic of Ethiopia (FDRE), November 2010), http://www.ethiopians.com/Ethiopia_GTP_2015.pdf.

4. Federal Democratic Republic of Ethiopia (FDRE), Climate Resilient and Green Economy (CRGE) Strategy (Addis Ababa: November 
2011), https://www.greengrowthknowledge.org/sites/default/files/downloads/policy-database/ETHIOPIA)%20Ethiopia’s%20Cli-
mate-Resilient%20Green%20Economy%20-%20Green%20Economy%20Strategy.pdf.

https://si2.bcentral.cl/public/pdf/documentos-trabajo/pdf/dtbc141.pdf
http://www.ethiopians.com/Ethiopia_GTP_2015.pdf
https://www.greengrowthknowledge.org/sites/default/files/downloads/policy-database/ETHIOPIA)%20Ethiopia's%20Climate-Resilient%20Green%20Economy%20-%20Green%20Economy%20Strategy.pdf
https://www.greengrowthknowledge.org/sites/default/files/downloads/policy-database/ETHIOPIA)%20Ethiopia's%20Climate-Resilient%20Green%20Economy%20-%20Green%20Economy%20Strategy.pdf
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largest recipient of foreign direct investment (FDI) in Africa in 2016, amounting to $3.2 billion, which is 
a rise of about 46 percent compared to the previous year.5 

This paper presents three success cases from Ethiopia, namely in eco-industrial parks, tourism and hospi-
tability, and the cut-flower sector. The rationale for choosing these sectors is that they (1) align with the 
overarching imperative of boosting exports, economic growth, and living standards; (2) have a positive im-
pact on the economy’s low-carbon trajectory; and (3) were successful due to policy and political commit-
ment. In presenting the success story of each sector, the paper tries to address the following key questions:

 ▪ What was the overall performance of the sector?

 ▪ How was the sector focusing on low carbon usage (e.g., reduced carbon intensity of energy, lower or 
avoided energy use)?

 ▪ What were the economic and quality of life co-benefits (e.g., job creation, lower pollution, higher 
quality services)?

 ▪ What policy initiatives enabled this change? 

 ▪ What barriers were overcome through these policies and actions?

The remaining paper is organized as follows. Sections 2, 3, and 4 are committed to eco-industrial parks, the 
tourism and hospitability sector, and the cut-flower sector, respectively. The final section provides some 
concluding remarks.

Green Industry: Eco-industrial Park Development

POLICY CHOICE AND INITIATIVES
Green industrialization, which aims at mainstreaming environmental, climate, and social considerations into 
the operations of enterprises, has become one of the important pathways to achieving sustainable industrial 
development. Green industry can be defined as industrial production and development that does not come at 
the expense of the health of natural systems or lead to adverse human health outcomes.6 It involves a two-
pronged strategy to create an industrial system that does not require the ever-growing use of natural resources 
and pollution for growth and expansion. These two components are (1) the greening of existing industry, and 
(2) the creation of new green industries. Greening existing industry is about actions to reduce environmental 
impacts of processes and products. It comprises improving production efficiency, enhancing environmental 
performance, and minimizing health risks. Creating green industries entails the systematic encouragement and 
creation of key green industries constituting services and technologies.

Ethiopia has attached strategic importance to the industrial sector. The country is poised to embark on massive 
industrialization programs through the successive Growth and Transformation Plans (GTPs). For example, GTP 
II (2015–2020) envisioned an increasing role for the industrial sector in the economy. Particularly, the share of 
industry in GDP is targeted to increase from 15.6 percent in 2014–2015 to 22.8 percent in 2020–2021. During 
the same period, manufacturing’s share of GDP is planned to increase from 4.6 percent to 8 percent.7

5. United Nations Conference on Trade and Development (UNCTAD), World Investment Report 2017: Investment and the Digital Economy 
(Geneva: 2017), https://unctad.org/en/PublicationsLibrary/wir2017_en.pdf.

6. United Nations Industry Development Organization (UNIDO), UNIDO Green Industry-Policies for supporting Green Industry (Vien-
na: May 2011), https://www.greengrowthknowledge.org/sites/default/files/downloads/resource/Policies%20for%20supporting%20
green%20industry_UNIDO.pdf.

7. National Planning Commission, Growth and Transformation Plan II (2015/2016–2019/20) (Addis Ababa: Federal Democratic Republic 

https://unctad.org/en/PublicationsLibrary/wir2017_en.pdf
https://www.greengrowthknowledge.org/sites/default/files/downloads/resource/Policies%20for%20supporting%20green%20industry_UNIDO.pdf
https://www.greengrowthknowledge.org/sites/default/files/downloads/resource/Policies%20for%20supporting%20green%20industry_UNIDO.pdf
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The massive industrialization process Ethiopia envisages hinges on attracting both domestic and foreign 
manufacturing firms. Ethiopia considers industrial park development to be one of the major policy tools 
for attracting investment, promoting technological learning, upgrading and innovating, and generating 
employment. In addition to being growth hubs, industrial parks are believed to mitigate social and envi-
ronmental problems associated with rapid industrialization. Hence, Ethiopia adopted the concept of the 
eco-industrial park. Key elements of greening industrial parks include:

 ▪ Using green energy—mainly based on renewable electricity sources;

 ▪ Building electric railway networks to connect industrial parks to the port of Djibouti; and

 ▪ Employing a zero liquid discharge (ZLD) policy within industrial parks.

Industrial Parks Proclamation 886/2015 provides three development paths  for industrial parks: (1) fully 
developed by the public (federal or regional government); (2) developed by public-private partnership 
(PPP); and (3) fully developed by private developers.8

Accordingly, a publicly owned corporation, the Industrial Parks Development Corporation of Ethiopia 
(IPDC), was established in 2014 with the mandate of developing and operating wide ranges of industri-
al parks in the country. It is expected to activate investment in the industrial sector by availing serviced 
industrial land, pre-built sheds equipped with utilities, and infrastructural facilities. The IPDC built more 
than 10 industrial parks across the country from 2015 to 2019.

Private industrial parks developers have also been encouraged to operate either independently or through 
PPPs with the IPDC. Accordingly, some foreign-owned private parks have been established, such as the 
Eastern Industrial Zone (Chinese-owned), Modjo George Shoe Industrial City (Taiwanese-owned), and 
Huajian Light Industrial City (owned by the Huajian Group from China).

Moreover, the federal government, in collaboration with the regional governments, initiated the develop-
ment of 17 integrated agro-industry parks (IAIPs) across selected corridors in all regions, with the aim to 
help improve value addition in agricultural products. Under Phase I, four IAIPs are under construction in 
four major regions: (1) Bure Integrated Agro-Industrial Park, (2) Bulbula Integrated Agro-Industrial Park, 
(3) Yirgalem Integrated Agro-Industrial Park, and (4) Baeker Integrated Agro-Industrial Park.

INDUSTRIAL PARK PERFORMANCE: INVESTMENT, EMPLOYMENT, AND EXPORTS
Table 1 presents the status of the industrial parks. Several public industrial parks are currently operational, 
most of which focus on the textile and garment sector. Bole Lemi Phase I, the first industrial park, located in 
middle of Addis Ababa, started operations in 2014 and was financed by a World Bank loan. Now it consists of 
some 20 sheds rented-out to more than 10 foreign-owned manufacturing companies producing and export-
ing leather and apparel goods. Bole Lemi Phase 2 is currently under construction with the financial support of 
the World Bank. Hawassa Eco-industrial Park (HIP), located 275 km south of Addis Ababa, is the third public 
industrial park dedicated to the textile and garment sector. HIP was inaugurated in July 2016. The Mekele and 
Kombolcha Industrial Parks, both dedicated to textile and apparel, have also sequentially become operational.

of Ethiopia (FDRE), May 2016), http://extwprlegs1.fao.org/docs/pdf/eth169444.pdf.

8. “Industrial Parks Proclamation 886/2015,” Federal Democratic Republic of Ethiopia (FDRE), April 9, 2015, http://www.investethio-
pia.gov.et/images/pdf/Industrial%20Parks%20Proclamation%20No%20886_2015.pdf.

http://extwprlegs1.fao.org/docs/pdf/eth169444.pdf
http://www.investethiopia.gov.et/images/pdf/Industrial%20Parks%20Proclamation%20No%20886_2015.pdf
http://www.investethiopia.gov.et/images/pdf/Industrial%20Parks%20Proclamation%20No%20886_2015.pdf
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Table 1: Status of the Ethiopian Public Industrial Parks
Name of 
Industrial 
Park

City  Eligible Sector Amount of 
land (ha)

Total 
Number of 
Sheds

Status of 
Park

Remark

1. Bole lemi I Addis 
Ababa Apparel & textile 172 20 Operational

Fully 
occupied

2. Bole lemi II Addis 
Ababa Apparel & textile 181

2 sheds & 
serviced 
land

Ready for 
sublease

97.25 ha 
leasable; 
serviced land 
available; 
sheds 
occupied

3. Kilinto Addis 
Ababa

Pharmaceutical 
hub 279 serviced 

land
Ready for 
sublease

146.8/ha 
leasable; 
serviced land 
available

4.
Hawassa 
Phase I, 
Cycle I

Hawassa Textile & garment 140 37 Operational
Fully 
occupied

5.
Hawassa 
Phase I, 
Cycle II

Hawassa Textile & garment 15 Operational
Fully 
occupied

6. Adama Adama Machinery, apparel, 
& garment 120 19 Operational

Fully 
occupied

7. Dire-Dawa Dire-Dawa Garment, apparel, 
& textile 150 15 Operational

11 sheds 
available

8. Mekelle Mekelle Apparel & textile 75 15 Operational
4 sheds avail-
able

9. Kombolcha Kombolcha Apparel & textile 75 9 Operational
Fully 
occupied

10. Jimma Jimma Apparel & textile 75 9 Operational
Fully 
occupied

11. Bahir-Dar Bahir-Dar Apparel & garment 75 8 Operational
Fully 
occupied

12. Debre-
Birhan

Debre-
Berhan Apparel & garment 100 8 Operational

3 sheds avail-
able

13. ICT Addis 
Ababa

IT manufacturing; 
business process 
manufacturing; 
business process 
manufacturing; 
business process 
outsourcing and IT 
enabling service

200   Operational
Ready for 
rent and 
sublease

Source: “Industrial Parks Developed and Under Construction by Industrial Parks Development Corporation,” Industrial Parks Development Cor-
poration, June 2020, http://www.ipdc.gov.et/index.php/en/industrial-parks.

http://www.ipdc.gov.et/index.php/en/industrial-parks
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Table 2 presents the number of investors and employment generated by nine operational industrial parks, 
both public and private.

Investment: Industrial parks have attracted a large number of investors. The nine operational industrial 
parks have so far hosted about 151 enterprises, most of which are foreign owned. Textile and garments 
are the top products currently manufactured at industrial parks, with 81 out of the 141 active enterprises 
focused on this product line.

Table 2: Employment and Export Performance of Operational Industrial Parks

Name Type of 
developer

Number 
of firms

Employment 
in (2018)

Export 
USD 
million 
(2017/18)

Remark

1 Eastern Industrial 
zone Private 91 14,906 14.8 Operational since 2012

2 Bole Lemi I Public 11 15,000 32.0 Operational since 2015

3 Hawassa Phase I Public 21 24,000 20.2 Operational since 2016

4 Mekelle Public 4 3,800 0.014 Operational since 2017

5 Kombolcha Public 4 3,800 0.033 Operational since 2017

6 Adama Public 3 1,500 - Partially operational

7 Huajian Industrial 
Park Private 5 4,600 0.129 Partially operational

8 Velocity Private 1 1,700 - Partially operational

9 George Shoe Private 1 353 5.26 Partially operational

Total 151 69,659 72.46

Source: “Ethiopia’s Industrial Parks: A Data Pack on recent performance,” Cepheus Research & Analytics, July 2019, https://cepheuscapital.com/
wp-content/uploads/2019/01/Industrial-Parks-Overview.pdf.

Employment: One major objective of the promotion of industrial parks is to create jobs for millions of 
people. As can be seen in the Table 2, the nine (fully or partially) operational industrial parks have so far 
created a total of 70,000 jobs. Collectively, the five state-owned industrial parks have generated 48,100 
jobs. Women make up more than 80 percent of employees in these parks. When all the industrial parks, 
including those under construction, become fully operational, they are expected to create hundreds of 
thousands of jobs.

Exports: As per Ethiopian Investment Commission (EIC) reports, exports from industrial parks reached 
$72 million in 2017–2018. That year, Bole Lemi showed the highest export figures, at $32 million (or 44 
percent of the total), followed by Hawassa ($20 million) and the Eastern Industrial Zone ($14 million). 
Exports are expected to increase further as the industrial parks operate at higher capacity.

THE CASE OF HAWASSA ECO-INDUSTRIAL PARK
Hawassa Industrial Park (HIP) is the pioneer industrial park in Ethiopia and an example which the gov-
ernment has tried to replicate in the development of other parks. HIP was designed and built by the China 
Civil Engineering Construction Corporation and completed in less than a year, with an estimated cost of 

https://cepheuscapital.com/wp-content/uploads/2019/01/Industrial-Parks-Overview.pdf
https://cepheuscapital.com/wp-content/uploads/2019/01/Industrial-Parks-Overview.pdf
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$250 million. The park is dedicated to the textile and garment sector and has hosted 21 international com-
panies from countries such as India, Spain, Taiwan, Hong Kong, China, and the United States, including 
the PVH Group (United States). So far, the park has generated above 24,000 permanent jobs. At full capaci-
ty, it is expected to create up to 60,000 jobs and generate annual export revenues of up to $1 billion.

Companies and Products in the HIP
Companies: PVH, Wuxi Jinmao Co.Ltd, Arvind Ltd., Best Co. Pvt. Ltd, Hirdaramani Garment PLC, Hela 
Clothing Group, PVH, Quadrant Apparel Group PLC, Raymond and Silver Spark Apparel Ltd, TAL Appar-
el, Wuxi Jinmao Co. Ltd, Indochine International, Bussana Apparel Group, Giangsu Golden Island Group, 
Chargeurs Fashion Technologies, and others.

Products: Woven shirts, woven bottoms, sportswear, casual and motorcycle wears, underwear garments, 
synthetic tops, socks and tights, women’s wears (e.g., blouses, dresses, skirts).

HIP has become a popular industrial park mainly due to its eco-friendly approach. As per the EIC and IPDC 
reports, the park relies on renewable sources of energy, has adopted a zero liquid discharge (ZLD) system, 
and allocates a large part of the park to green space. 

Renewable Energy: HIP uses renewable hydroelectric energy sources. It has a dedicated 75-MW power 
line and uses light-emitting diode (LED) technology that achieves energy savings of up to 90 percent over 
traditional light bulbs, further reducing the CO2 footprint. LED-based light also produces less heat, helping 
achieve savings on air conditioning.

Zero Liquid Discharge: HIP is a park with a ZLD common effluent treatment plant. The textile industry 
uses various dyes and chemicals to treat the textiles and thus is a water-polluting industry. The park 
employs ZLD, which facilitates the recycling of 90 percent of sewerage disposal water. The ZLD tech-
nology currently treats 11 million liters of wastewater on a daily basis and recovers the treated water 
for recycling. 

Green Area: About 10 percent of the total land area of HIP is dedicated to the development of a green area 
that will host close to 50,000 seedlings inside the premises of the park

Compliance with Relevant Fire and Building Standards: Compliance with fire safety standards was of criti-
cal importance during the design of HIP. The government and the tenant association sought out an inde-
pendent firm, Arup, to conduct this inspection. The inspection reviewed each of the sheds against both the 
Ethiopian Building Code and international standards for building structural, fire, and electrical safety.

Tourism and Hospitability

ETHIOPIA’S TOURISM SECTOR PERFORMANCE
The World Tourism Organization (UNWTO) defines tourism as the activities of persons travelling to and 
staying in places outside their usual environment for not more than one consecutive year for leisure, busi-
ness, and other purposes. The tourism sector, which includes subsectors such as tour operators, accom-
modation, travel agents, attractions, transport, and ancillary services, is a major economic sector in many 
countries. The global tourism sector has shown a significant rise in the recent decades, though Covid-19 
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has had a strong negative impact. For example, international tourist arrivals reached about 1.2 billion in 
2015, generating receipts of about $1.232 trillion.

The tourism sector yields direct and indirect positive impacts on a host economy through foreign 
exchange earnings and employment generation, among other benefits. The tourism industry is also 
regarded as non-polluting and eco-friendly, as it does not discharge significant amounts of harmful 
substances or pollutants into the environment, unlike the manufacturing and construction industries.

With vast natural and manmade tourist attractions (in terms of culture and wildlife) and diversified 
agro-ecological opportunities, Ethiopia is well positioned to exploit the opportunities in the tourism 
sector. However, the Ethiopian tourism sector has started to emerge only in recent decades. Its posi-
tive influence can be seen in the following discussion on the tourism sector’s employment and foreign 
exchange receipts.9

Table 3 compares Ethiopia with Kenya, one of the top destinations in Africa, in the flow of tourists 
and value of receipts from 2005 to 2018. Ethiopia’s number of international tourist arrivals has been 
growing rapidly. Between 2005 and 2013, Ethiopia’s tourist arrivals tripled, increasing from 227,000 
to 681,000. Tourist arrivals further grew to about 933,000 in 2017, with some decline in 2018 due to 
political instability. Ethiopia’s international tourist and travel receipts have also grown seven-fold 
between 2005 and 2018, reaching $3.5 billion. International tourism receipts as a percentage of total 
exports have similarly grown from 27 percent to 46 percent over the same period. Recreation and holi-
days and business and professional visits are the two main reasons for tourists to visit Ethiopia.

In contrast, Kenya’s number of arrivals and receipts has not shown any progress in this period, though 
Ethiopia’s tourist arrivals remain far lower than Kenya’s. Surprisingly, despite the difference in arrivals, 
the two countries are almost equal in terms of revenue generated from tourist arrivals (i.e., receipts). 
If these figures are correct, the receipts generated per traveller in Ethiopia are much higher than those 
in Kenya. This difference might be caused by the large share of Ethiopian Airlines in the tourist and 
travel receipts of Ethiopia. Either way, Ethiopian Airlines is playing a critical role in stimulating the 
Ethiopian tourism industry.

9. This section heavily relies on earlier study by the author. See: Mulu Gebreeyesus, “Industries without smokestacks: Implications 
for Ethiopia’s industrialization,” in Industries without Smokestacks: Industrialization in Africa Reconsidered, (Oxford: Oxford Scholarship 
Online, December 2018), doi:10.1093/oso/9780198821885.003.0009.

doi:10.1093/oso/9780198821885.003.0009
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Table 3: Tourist Arrivals, Revenue, and Contribution to Export and Employment: Comparing 
Ethiopia and Kenya

Year Arrivals (‘000) Receipts 
(US$ bn)

International 
tourism, re-
ceipts (% of total  
exports)

Travel services 
(% of commer-
cial service 
exports)

Contribution of 
travel and  
tourism to  
employment (%)

  Ethiopia Kenya Ethiopia Kenya Ethiopia Kenya Ethiopia Kenya Ethiopia Kenya

2005 227 1,399 0.53 0.97 27.6 18.1 21.3 38.0 7 12.7

2008 383 1,141 1.12 1.39 33.9 16.9 23.7 29.7 9 11.1

2009 427 1,392 1.12 1.12 32.6 15.2 21.7 31.4 7.9 10

2010 468 1,470 1.4 1.6 30.9 18.0 27.3 26.5 9.6 11.1

2011 523 1,750 1.99 1.8 34.3 18.5 30.1 27.7 10.8 11.5

2012 597 1,619 1.98 2 33.0 17.9 23.9 23.3 10.6 10.8

2013 681 1,434 2.24 1.83 36.6 16.7 20.7 21.0 NA NA

2014 770 1,261 2.11 1.75 33.0 15.5 12.9 19.7

2015 864 1,114 2.28 1.60 37.9 15.0 13.8 19.5 9.8 10.4

2016 871 1,268 2.14 1.47 36.2 14.9 12.6 24.5

2017 933 1,364 2.51 1.56 37.7 15.0 13.3 24.2

2018 849 3.55 46.5 21.5

Source: “World Development Indicators,” World Bank/WDI Database, https://databank.worldbank.org/reports.aspx?source=2&series=ST.INT.
ARVL&country=.

Table 3 also provides the pattern of employment share in the tourism and travel sector. The sector has 
generated a large number of jobs. In 2005, the travel and tourism sector contributed about half as much to 
employment in Ethiopia as it did in Kenya. But Ethiopia has reduced this gap during the expansion of the 
sector in the last decade. For example, the travel and tourism sector contributed about 9.8 percent and 10.4 
percent of employment in 2015 in Ethiopia and Kenya, respectively.

WHICH FACTORS SUPPORT THE DEVELOPMENT OF THE TOURISM INDUSTRY IN ETHIOPIA?
This section highlights the major factors that have enabled the Ethiopian tourism sector to perform well in 
the recent years. 

Endowment of Rich Culture and Abundant Natural Resources 

Obviously, the natural resource endowment of the country is the primary factor in attracting tourism. Ethio-
pia is endowed with rich culture and abundant natural resources. The country has great geographical diversi-
ty and a land of remarkable features. Its altitude ranges from Ras Dashen (highest peak at 4,620 meters above 
sea level) to the Danakil Depression (about 148 meters below sea level). Ethiopia is an ancient country with 
3,000 years of history (back to the Axumite Kingdom). It is a land of great historical records of civilization, 
with 9 UNESCO World Heritage sites and 12 world literary and manuscript heritages. The country is also 
endowed with numerous national parks and widespread wildlife and biodiversity. The presence of the UN 
Economic Commission for Africa, the African Union, and other regional and international organizations has 
also made the capital city, Addis Ababa, a diplomatic hub, creating a strong market for conference tourism. 

https://databank.worldbank.org/reports.aspx?source=2&series=ST.INT.ARVL&country=
https://databank.worldbank.org/reports.aspx?source=2&series=ST.INT.ARVL&country=
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Presence of Peace and Supportive Policies 

The second important factor that drives the development of the tourism sector in Ethiopia is the pres-
ence of peace and supportive policies. Despite a deterioration of peace in the last two years, Ethiopia has 
enjoyed a dividend from durable peace since the removal of the military regime in 1991. Ethiopia has 
assigned due emphasis to the development of the tourism sector since the 1960s. However, the country 
struggled with negative images (the 1974 and 1985 draughts) and restrictions on entries and free move-
ment instituted by the military junta (in power from 1974 to 1991). With the change of government and 
restoration of peace in 1991, the tourist flow started to rise, albeit at a slow pace. The tourism sector has 
shown significant improvement since the mid-2000s, following the reestablishment of responsible institu-
tions and the enactment of a sector development strategy.

In 2005, the Ministry of Culture and Tourism was re-established with the aim of making Ethiopia one of 
the top tourist destinations in Africa. In 2009, the government launched a new Tourism Development 
Policy to increase tourist arrivals and optimize the return from the sector.10 The guiding principles of the 
tourism policy include:

 ▪ Guiding the sector in a broad-based development framework; 

 ▪ Developing existing and new tourism attractions and products; 

 ▪ Expanding infrastructure and tourist services that are vital for the growth of the sector; 

 ▪ Ensuring that the country benefits from the sector by being sufficiently competitive in the interna-
tional tourism market; and 

 ▪ Solving the serious limitations in skill development and capacity in the industry.

In August 2013, the government established the Ethiopian Tourism Transformation Council, which is 
chaired by the prime minster and composed of different stakeholders. The sector has been given due at-
tention in the GTP II (2015-2020), with a target to increase the number of arrivals to above 2.5 million by 
2020. In March 2016, with the aim of leading the tourism sector in a new way, the MOCT launched a new 
brand name, “Ethiopia, Land of Origins,” with its own logo, slogan, and icon. In addition to the new name, 
the MOCT has in parallel been trying to develop different websites, build a new communication campaign, 
and develop new mobile apps to promote the country as a popular tourist destination. 

Huge Investment in Infrastructure and Air Transport 

For tourism to be successful, some crucial enablers such as infrastructure, air transport facilities for easy 
access, and high-standard accommodation are needed. In this regard, Ethiopian Airlines, a Star Alliance 
member, can be seen as one opportunity to advertise Ethiopian culture and to attract tourism. The airline’s 
new strategy, to build the major new airport hub for African transport in Addis Ababa, has played a crucial 
role in enhancing the development of the tourism sector. For example, out of the 770,428 tourists who 
visited Ethiopia in 2014, about 97 percent arrived by air, mainly on Ethiopian Airlines.11 Ethiopia’s tourism 
sector has also benefited from the expansion of infrastructure being undertaken in the country, including 
the construction of roads, airports, hotels, and communication networks. The country has invested hugely 
in infrastructure investment. With more than 10 percent of GDP goinf to infrastructure, Ethiopia is among 

10. “Tourism Development Policy of the Federal Democratic Republic of Ethiopia,” Ministry of Culture and Tourism (MOCT), 2009.

11. “Statistics Department Database,” Ministry of Culture and Tourism (MOCT), Unpublished, 2016.
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the highest infrastructure spenders in Africa. Tourism-related subsectors such as hotels and accommoda-
tion have also started to expand. For example, the number of hotels has increased from 19,025 in 2011 to 
22,285 in 2014. Furthermore, Ethiopia was ranked eighth, following Kenya, in the ranking of the number 
of hotels planned to be built.12

Horticulture Export Promotion and Performance
Ethiopia has achieved extraordinary success in flower exports. Despite entering the flower industry only 
recently, Ethiopia has become the second-largest exporter in Africa, next to Kenya. Ethiopia’s current 
2018–2019 exports of cut flowers have reached about $257 million, the fifth-largest export after coffee, oil-
seeds, chat, and pulses (see Figure 1). In terms of employment, the sector is believed to have created about 
50,000 permanents jobs, 70 percent of which are occupied by women.

Figure 1: Ethiopia’s Floriculture Exports (1994/1995-2018/2019)

Source: “Comtrade Database,” UN Comtrade, 2020, http://comtrade.un.org/.

There are a number of success factors for this sector. The first is natural endowment. Ethiopia has a sig-
nificant comparative advantage in horticultural production (suitable weather, abundant land, and cheap 
labour) and marketing (proximity to Europe, the largest global horticulture market). Its favorable climate 
(high altitude, warm days and cool nights) help to produce specifically high-quality roses (long stem, large 
buds, and vibrant color) that command a higher price. The high altitude particularly enables the growth of 
intermediate and T-hybrid types that command a higher price.

12. This part heavily relies on two previous works by the author. Interested readers may consult the associated papers for further 
review. Mulu Gebreeyesus and Michiko Iizuka, “Discovery of Flower Industry in Ethiopia: Experimentation and Coordination,” Journal 
of Globalization and Development 2, no. 2 (January 2012): 1–25, doi:10.1515/1948-1837.1103; and Mulu Gebreeyesus, “A natural exper-
iment of industrial policy: Floriculture and the metal and engineering industries in Ethiopia” in The Practice of Industrial Policy, John 
Page and Finn Trap, eds. (Oxford: Oxford University Press, 2017), https://global.oup.com/academic/product/the-practice-of-industri-
al-policy-9780198796954?cc=us&lang=en&#.
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These endowments were in place for centuries, but the cut-flower industry in Ethiopia is a recent phenom-
enon. Policy has played an important role in realizing this endowment. In 1998, the government identified 
the horticulture sector as an option for export diversification through high-value crops. Similar to the 
manufacturing sector, investors in horticulture exports have been granted various incentives. In the mid-
1990s, two domestic entrepreneurs started experimenting with producing flowers for export to the Europe-
an Union. However, these early entrants faced various uncertainties (e.g., technology and marketing) and 
incurred substantial searching costs. 

Upon realization of the big opportunity and constraints faced by the private sector, the government came 
in with multifaceted support focusing on providing access to land, long-term credit, infrastructure, and air 
transport coordination. Lessons were disseminated, and five new firms joined the industry between 1999 
and 2003. The number of firms doubled in 2003-2004 and has grown rapidly ever since. Between 2002 and 
2008, the number of flower farms grew about 16-fold, reaching 81 farms covering about 1,200 hectares. 
The flower industry has attracted a large amount of foreign investment, with about two-thirds of existing 
flower farms being foreign-owned.

The sector is often blamed for environmental damage, especially to water and soil, due to extensive chem-
ical usage and unsafe working conditions. The European Union, which is the main market for Ethiopian 
flowers, is characterized by complex rules and standards covering environmental and social compliance. 
Compliance with these standards has become crucial for continued market access. In 2006, the indus-
try association, with the support of government and international donors, developed an industry code 
of conduct, known as the EHPEA Code of Practice for Sustainable Flower Production. The code contains 
requirements for Good Agricultural Practices, Protection for the Environment, Employment Conditions, 
and Staff Safety and Welfare. The EHPEA has been implementing wastewater management by supporting 
the construction of a wetland system of farms, in partnership with the Sustainable Trade Initiative (IDH) 
through the Floriculture Sustainable Initiative (FSI).

Between 2007 and 2010, the industry association, with support from other stakeholders, offered extensive 
training to its members, out of which 81 percent of the firms met the requirement and acquired the indus-
try certificate. Additionally, a large number of flower firms acquired certificates for international private 
standards in addition to the industry Code of Practice.

Favorable policy conditions were a main success factor for the development of the flower sector  
in Ethiopia. 

 ▪ Economic Incentives: These include cheap land, subsidized air transport, subsidized loans, infrastruc-
ture, and fiscal incentives such as 5-year tax holidays and duty-free import of inputs.

 ▪ Institutional Support: In 2008, the government established a separate agency, the Ethiopian Horticul-
ture Development Agency (EHDA), which is responsible for promoting, facilitating, coordinating, and 
supporting investment in flowers and fruits and vegetables.

 ▪ Public-private Partnerships: The strong public-private partnerships established in this sector were 
also exemplary and played crucial role. 

Concluding Remarks
The aim of this paper was to draw some important lessons from Ethiopia in light of the emerging debate 
in industrial development strategies and particularly the integration of sustainability and greening into 
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the industry development agenda. In order to substantiate Ethiopia’s policy choice and performance in 
the industrial sector, this paper presented three selected success sectors: eco-industrial parks, tourism and 
hospitability, and the cut-flower industry. 

One important lesson is that that the political commitment of the Ethiopian government to achieve 
carbon-free and fast growth by announcing seemingly counterintuitive two ambitious national 
programs (GTP and CRGE) in the early-2010s has had a large positive effect. Overall, Ethiopia has seen 
unprecedented economic growth performance (a double-digit annual average) over the past 15 years while 
exerting remarkable effort to address environmental concerns. 

When it comes to specific sectors, Ethiopia’s bold initiative to promote eco-industrial parks has attracted 
global attention. The country has built more than 12 industrial parks, which have attracted much foreign 
investment. The operational parks have so far generated permanent employment for about 70,000 (out of 
which the majority are women) as well as a large sum of foreign exchange from exports. The eco-industrial 
park scheme is not only considered to attract investment but also to function as an efficient mechanism to 
address the environmental concerns associated with manufacturing-sector development. The major mech-
anisms adopted toward greening the industrial parks include relying on renewable green energy sources, 
building electric railway networks that connect industrial parks to the port of Djibouti, and employing a 
zero liquid discharge policy within the industrial parks. Hawassa Industrial Park is regarded as a model 
eco-friendly park for other industrial parks under construction in Ethiopia and elsewhere in Africa.

Although their full potential is yet to be realized, the tourism and flower sectors are Ethiopia’s other two 
successful diversification cases presented in this paper. In addition to being environmentally friendly, 
these sectors have become a major source of export earnings and employment. Government commitment 
and supporting policies have played an important role in the development of these sectors.
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