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Council of Ministers approves new regulation on invest-
ment incentives1 
 

1. Introduction   

 
The Ethiopian Government has developed a new investment incentives 
regulation to encourage new private investment in the country, in keeping 
with the aims set out in Investment Proclamation 1180/2020 (approved 
in January 2020). 
 
The previous regulation – Investment Incentives and Investment Areas 
Reserved for Domestic Investors Council of Ministers Regulation 
270/2012 (“Investment Regulation 270/2012”), which regulated both 
investment in Ethiopia and the various available incentives for investors 
– will thus be repealed when the new regulation comes into force. 
 

2. Major changes introduced 

 
A. Scope 

Investment Regulation 270/2012 regulated both investments and 
incentives. However, when Investment Regulation 474/2020 
came into force, it addressed only the treatment and sectors avail-
able for domestic and foreign investors, whereas it retained Invest-
ment Regulation 270/2012 with respect to incentives. The new 
draft approved by the Council of Ministers now provides for in-
centives and thus will repeal Investment Regulation 270/2012 in 
its entirety. 
 

B. Regulatory institutions 
Investment Regulation 270/2012 was regulated by the Ethiopian 
Investment Agency, whereas the new Council of Ministers invest-
ment incentives regulation has added the Ethiopian Investment 
Commission (“EIC”), the Ministry of Mines, Regional Govern-
ment and Addis Ababa and Dire Dawa City Administration In-
vestment Organs, the Ministry of Trade and Regional Integration, 
the Ministry of Revenue, and other mandated institutions, to reg-
ulate implementation of the incentives. The new regulation also 

⎯⎯ 
1 The draft regulation has been approved by the Ethiopian Council of Ministers but has not yet 
been published; thus, it could be subject to amendment. Furthermore, neither the authors of this 
newsletter nor the law office in general can be held responsible in any way whatsoever for your use 
of the information in or related to this newsletter. 
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further outlines the common duties and responsibilities of regula-
tory institutions, with a focus on those of the other agencies with 
a mandate to encourage investment – i.e., the Ministry of Revenue, 
the Customs Commission and the Ministry of Finance – and those 
of the EIC. The differentiation between the duties and responsi-
bilities of regulatory institutions and the collaborative efforts of all 
the ministries will facilitate implementation of the new incentives 
regulation, which is important in promoting doing business in 
Ethiopia. 

 
C. Ministry of Finance 

The new regulation grants the Ministry of Finance the power to 
decide on incentive packages through a directive. Under Art. 4(2A) 
of the new regulation, an investor that invests in areas far from 
urban centres and/or with very low infrastructure development 
that are listed in a directive to be issued by the ministry in consul-
tation with concerned stakeholders is entitled to an income tax 
deduction of 30% for three consecutive years. Furthermore, the 
Ministry of Finance may for good cause grant income tax exemp-
tions by directive to investors that invest in investment sectors that 
need to be incentivized but are not listed under the schedule at-
tached to the new regulation. 
 

D. Investors that provide employment opportunities outside of 
Ethiopia 
A new addition to the incentives regulation is Art. 4(4), whereby 
income tax exemptions from one–three years are available to in-
vestors depending on the number of people they are able to pro-
vide opportunities for. However, this article applies only if the in-
vestor submits evidence from the Ministry of Labour and Skills 
showing that it has secured employment opportunities for such 
employees for not less than one year and that it has renewed its 
business license. 
 

E. Exemptions for salaries and benefits paid by an investor to 
expatriate personnel 
Salaries and benefits of expatriate personnel hired by an investor 
engaged in export business or that supplies its products as an input 
to an investor engaged in export business are tax-free based on 
export volume (as determined in a directive to be issued by the 
Ministry of Finance). 
 

F. Addition of new sectors not covered by the previous regula-
tion  
Incentives for mining, petroleum, biofuel works and geothermal 
works have been added to the new incentives regulation. Incen-
tives include an exemption from customs duties on the importa-
tion of machinery, vehicles, aircraft, helicopters and consumables 
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necessary for a given investment. Additionally, expatriate employ-
ees of a contractor or subcontractor can import household goods 
and personal effects into Ethiopia free of customs duties. 
 

G. Additional article in the section on the administration of tax 
incentives  
The new regulation has introduced an article concerning the con-
trol of building materials: investors entitled to import building ma-
terials free of customs duties and taxes under the regulation must 
submit quarterly evidence – issued by the engineering supervisor 
assigned to supervise the building concerned – that shows that the 
materials are being used for the intended purposes. 
 

H. Revocation of tax incentives 
An investor whose investment license is revoked must return all 
investment incentives acquired. 
 

Finally, Ethiopia has provided for other additions to its comprehensive 
set of incentive packages, such as a customs duty exemption on capital 
goods and construction materials, and a corporate income tax exemption 
as well as employment income tax exemption for expatriate employees (as 
indicated above). Furthermore, investors can request reimbursement of 
customs duties paid on inputs, a five-year income tax exemption for man-
ufacturing and food industry investments, and a nine-year income tax ex-
emption for agricultural investments. 
 
Additional benefits for investors include more accessible and efficient 
one-stop-shop services at the EIC and industrial parks, an additional two–
four years of income tax exemption for exporting investors located in in-
dustrial parks, and an additional 10–15 years of income tax exemption for 
industrial park developers. Nevertheless, the Council of Ministers may re-
place the income tax incentives envisaged under the new regulation with 
a new type of tax incentive system.  
 
In short, the new legislation intends to boost inward investment while ad-
dressing some of the administrative issues that investors face on the 
ground. 
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