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Savings—tripling, then flat

As in many African economies, savings are very low in Ethiopia. Gross domestic savings
increased significantly after market reforms were introduced, tripling from a paltry 3% of
GDP in 1991/92 to 9% in 1997/98 (figure 3.3). But the onset of the Ethio-Eritrea war in
1998 put a stop to that growth. In the subsequent two years public savings continued to
decline and has recovered marginally in 2000/01 period. Private savings experienced a sharp
drop in  and recovered in the subsequent year, yet again to decline in 2000/01  . The com-
bined effect shows that the gross savings ratio, which declined in the aftermath of the Ethio-
Eritrea war, is finally on a path to recovery by 2000/01. 

Investment—modest increases, but still low

Except during the two years of conflict with Eritrea, investment has been rising since
reforms began in 1992 (figure 3.4). But the increases have been modest, and investment
remains low. In 2000/01 total investment equalled 16% of GDP, 2 percentage points higher
than in the two preceding years of conflict. Both private and public investment have recov-
ered, with private investment exceeding prewar levels.

Foreign direct investment—up substantially

Foreign direct investment (FDI) has been increasing since the 1992 reforms, rising from
2% of total investment in 1995/96 to 59% in 1997/98 (table 3.2). Although this share fell
during the Ethio-Eritrea war, FDI accounted for 20% of investment capital for projects
commencing in 1992–2001 (table 3.3). Mining, hydrocarbons, agro-industry, and tourism
are the most promising sectors for FDI.

Saudi Arabia has been the source of 60% of the FDI approved so far, with MIDROC
Ethiopia, a private limited company, accounting for much of that. The European Union
has been the second largest source of FDI, providing about 30%. Ethiopians living abroad
have also provided substantial FDI. 
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Figure 3.3 
Gross private, public, and total savings, Ethiopia, 1991/92–2000/01
(percentage of GDP)
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Source: Economic Commission for Africa from official sources.
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