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The eight sectoral scenarios as well as their relationship to the Current Path forecast and the Combined scenario are
explained in the About Page. Chart 10 summarises the approach.
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Demographics and Health scenario

Chart 11: Mortality distribution in the Current Path, 2019-2043
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Chart 11 presents the mortality distribution in the Current Path for Ethiopia, for 2023.

The Demographics and Health scenario envisions ambitious improvements in child and maternal mortality rates,
enhanced access to modern contraception, and decreased mortality from communicable diseases (e.g., AIDS, diarrhoea,
malaria, respiratory infections) and non-communicable diseases (e.g., diabetes), alongside advancements in safe water
access and sanitation. This scenario assumes a swift demographic transition supported by heightened investments in
health and water, sanitation, and hygiene (WaSH) infrastructure.

Visit the themes on Demographics and Health/WaSH for more detail on the scenario structure and interventions.

Strong interactions exist between population and health. A country's health status influences fertility, mortality and
morbidity levels. At the same time, high population growth contributes to an increased need for basic necessities of life,
such as nutrition and health.

Access to basic health care in Ethiopia has significantly improved over the last two decades; however, it has remained
limited, particularly in the rural areas. Mortality distribution in Ethiopia is influenced by a combination of communicable
and non-communicable diseases. Common communicable health issues include lower respiratory infections, diarrheal
diseases and HIV/AIDS. Lower respiratory infections (such as pneumonia) are a leading cause of death, particularly among
children under five. The lack of adequate healthcare access in rural areas worsens the effects of these illnesses.
Inadequate sanitation, unsafe drinking water and limited access to proper hygiene are major factors contributing to
deaths from diarrheal diseases, particularly among children. Non-communicable disease issues include cardiovascular,
diabetes, digestive, malignant neoplasm and mental health.

Despite advancements in reducing HIV-related deaths through awareness and treatment initiatives, HIV/AIDS remains one
of the major causes of mortality, especially in urban areas of Ethiopia. However, Ethiopia’s HIV/AIDS prevalence is lower
than that of its peers (low-income Africa) and below Africa’s average. In Ethiopia, the HIV prevalence is higher in urban
areas, particularly among young women and girls.

Tuberculosis remains a challenge in Ethiopia, contributing to overall mortality. Its co-infection with HIV increases the
mortality risk. Malaria mortality, particularly in rural and lowland areas, also remains a leading cause of death. This
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mortality profile highlights the impact of poverty, inadequate access to healthcare, and socio-economic inequalities across
the country. Non-communicable diseases such as cardiovascular remain the leading causes of death among the elderly.

However, recent prevention and treatment efforts have resulted in a decline in mortality rates. These efforts include
implementing a National Strategic Action Plan (NSAP) for the prevention and control of non-communicable diseases, which
aims to reduce their prevalence, including cardiovascular diseases, diabetes, cancer and chronic respiratory conditions.
The NSAP emphasises promoting healthier lifestyles, addressing common risk factors (such as tobacco use, unhealthy
diets and air pollution), and improving access to early detection and treatment services.

The stunting rate among children under the age of five has declined from 66.9% in 1992 to 35.1% in 2023, less than one
percentage points above the estimated average for low-income Africa and nearly six percentage points above Africa’s
average in 2023. However, Ethiopia will fail to achieve the SDG target of 25% by 2030. On the Current Path, the stunting
rate among children (0-5 years) will decline to just 28.9% by 2030 and to 19.9% by 2043.

Maternal mortality has declined significantly from 1 210 deaths per 100 000 live births in 1992 to 230.4 in 2023, far below
the averages for low-income Africa and Africa. The reduction is driven by improved access to quality maternal health
services and an increase in the number of trained health personnel in rural areas. On the Current Path, the maternal
mortality rate in Ethiopia will likely decline to 162.5 deaths per 100 000 live births by 2030 (significantly above the SDG
targets of less than 70 per 100 000 live births) and 69.2 per 100 000 births by 2043.

As a result of reductions in deaths from many causes, most notably communicable diseases, the country is currently
(occurring in 2024) undergoing a significant epidemiological transformation, a point at which death rates from
non-communicable diseases exceed that of communicable diseases, while the average for Africa low-income countries
occurs in 2031. This transition is influenced by demographic changes, urbanisation, lifestyle shifts, and improved
healthcare access. The increase in the burden of disease from non-communicable diseases has implications for Ethiopia’s
healthcare system which will need to invest in the capacities for dealing with this burden of disease.

The Ethiopian government should continue strengthening their support for improving the health system in the country.
Government public health expenditure accounted for 2.9% of GDP in 2023, slightly above the average of 2.4% for
low-income Africa. Life expectancy in Ethiopia increased to 70.6 years in 2023, from 48.5 years in 1990. On the Current
Path, Ethiopia’s life expectancy will increase to 73 years in 2030 and to 76.3 years by 2043.

Chart 12: Infant mortality rate in the Current Path and Demographics and Health scenario, 2019-2043
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Chart 12 presents the infant mortality rate in the Current Path and in the Demographics and Health scenario, from 1990 to
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2043.

The infant mortality rate is the probability of a child born in a specific year dying before reaching the age of one. It
measures the child-born survival rate and reflects the social, economic and environmental conditions in which children
live, including their health care. It is measured as the number of infant deaths per 1 000 live births and is an important
marker of the overall quality of the health system in a country.

Ethiopia has made significant progress in lowering infant mortality; although below Africa’s averages, the rates are still
relatively high compared to the global average. In 2023, Ethiopia’s infant mortality rate stood at around 32.7 deaths per
1000 live births.

On the Current Path, infant mortality will continue to decline to 23.8 deaths per 1 000 live births by 2030, on track with the
SDG target of at least as low as 25 deaths. By 2043, Ethiopia’s infant mortality will decline to 13 deaths per 1 000 live births,
far below the estimated averages for Africa.

The interventions in the Demographics and Health scenario see Ethiopia's infant mortality rate drop even further by 2043
to 9.7 deaths.

Chart 13: Demographic dividend in the Current Path and the Demographics and Health scenario, 2019-2043
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Chart 13 presents the demographic dividend in the Current Path and in the Demographics and Health scenario, from 2019
to 2043.

The demographic dividend can be defined as the economic growth generated by a country's demographic change. This
change in population structure creates an opportunity for faster economic growth if it is supported by appropriate policies
and investment. It generally materialises when a country reaches a ratio of at least 1.7 people of working age (15-64 years
of age) for each dependant (children (0-14 years) and elderly people (65+ years).

The demographic dividend is driven by several factors, including a decline in the fertility rate and improved health and
education. When there are fewer dependants to care for, both families and governments can save more and invest in
education, infrastructure, and the economy, accelerating growth.

In 2023, Ethiopia’s ratio was estimated at about 1.4 people of working age for each dependant. On the Current Path,
Ethiopia will enter its first demographic window of opportunity by 2043, when the ratio will reach 1.7:1.
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The Demographics and Health scenario will enable Ethiopia to achieve its first demographic dividend by 2041, two years
earlier. However, it is important to note that the growth in the working-age population relative to dependants does not

automatically translate into rapid economic growth unless the labour force acquires the needed skills and is absorbed by
the labour market.

As of 2021 (latest available historical data), only 68.3% of Ethiopia’s working-age population was estimated to be

economically active. At a disaggregated level, the women's labour force participation rate was estimated at 57.6%, while
men's at 79.2% in 2021.
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Agriculture scenario

Chart 14: Crop production and demand in the Current Path, 1990-2043
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Chart 14 presents crop production and demand in the Current Path, from 1990 to 2043.

The Agriculture scenario envisions an agricultural revolution that ensures food security through ambitious yet feasible
increases in yields per hectare, thanks to improved management, seed, fertiliser technology, and expanded irrigation and
equipped land. Efforts to reduce food loss and waste are emphasised, with increased calorie consumption as an indicator
of self-sufficiency and prioritising it over food exports. Additionally, enhanced forest protection signifies a commitment to
sustainable land use practices.

Visit the theme on Agriculture for our conceptualisation and details on the scenario structure and interventions.

The agriculture sector plays a critical role in Ethiopia’s economy, accounting for nearly 38% of GDP, about 90% of the
country’s total export earnings, and an estimated 63% of the country’s workforce in 2022. The major crops grown in
Ethiopia include cereals, oilseeds, coffee, fruits and vegetables. When it comes to coffee, Ethiopia remains one of the
largest producers in the world. However, agricultural production is primarily rain-fed, making it vulnerable to climate
change. Thus, irrigation plays a crucial role in Ethiopia’s agriculture sector. In 2023, around 800 000 hectares of land were
under irrigation. However, in the Current Path, land under irrigation in Ethiopia will decline to about 731 000 hectares in
2030 and to 700 000 by 2043. This decline in irrigated land in Ethiopia stems from several interrelated challenges i.e.,
environmental degradation.

The share of the agricultural labour force has remained dominant relative to other sectors; however, it has declined
significantly from about 78% in 2005, while the share of total economic output (GDP) has declined from nearly 64% in
1992. These trends reflect a structural shift occurring in Ethiopia's economy. They are inevitable but should not divert
attention from the goal of enhancing productivity in the agricultural sector.

In 2023, Ethiopia had the fifth-highest crop production in Africa (after Nigeria, Egypt, DR Congo and South Africa), with an
estimated production of about 56.1 million metric tons. However, it had one of the lowest average crop yields per hectare
in Africa, with an estimated 3.3 tons per hectare in 2023, although above the average of 2.9 tons for Africa’s
lower-middle-income countries. Ethiopia ranked 34 out of 54 African countries. On the Current Path, the average crop
yields per hectare for Ethiopia will marginally increase to nearly 4 tons by 2043, far below the projected average of about
5.1 for Africa in the same year.
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The significant role of the agriculture sector in the Ethiopian economy highlights its continuous importance as a key driver
of economic growth and poverty reduction. However, just five per cent of land is irrigated and crop yields from small farms
are below regional averages.

Market linkages are weak, and the use of improved seeds, fertilisers and pesticides remains limited. In the coming years,
Ethiopia will likely face significant challenges in ensuring food security due to rapid population growth, climate change, a
decline of natural resources, inflation of essential goods, rising youth unemployment, political turmoil, and civil conflict.

Going forward, feeding the growing population under these conditions will be one of the country's greatest challenges. As
of 2023, crop demand was estimated at 62.3 million metric tons, creating a deficit of 6.2 metric tons. On the Current Path,
crop production will increase to about 88 million metric tons by 2043, while crop demand will increase to about 111.3
million metric tons, an estimated deficit of 23.3 million metric tons in that year. The Current Path illustrates a widening gap
between domestic crop production and demand (Chart 14), which will worsen Ethiopia's agricultural crop trade deficit, with
food import dependency rising to 22.8% of total demand by 2043, compared to just 12.2% in 2023.

Despite these challenges, agriculture-led economic growth linked to improved livelihoods and nutrition can become a
long-lasting solution to Ethiopia’s chronic poverty and food insecurity. The country has a huge labour force, water
resources and great opportunities, such as commercialising fruits, vegetables and ornamental plant production. Ethiopia
also has varying climates and soil types that enable it to grow a diversity of horticultural crops. However, Ethiopia’s current
production of fruits and livestock for export is very limited due to fragmented farming practices and lack of quality.

Addressing these challenges will require a stronger commitment from the government, non-governmental organisations,
and international bodies to ensure the basic needs of the population. Additionally, inspiring citizens to commercialise
agriculture through improved infrastructure, incentives and support for exporting agricultural products will be essential.

Chart 15: Import dependence in the Current Path and Agriculture scenario, 2019-2043
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15%

% of demand

-10%
2019 2043

M cthiopia, Current Path
W Ethiopia, Agriculture scenario

Source: IFs 2.26 initialising from FAO Food Balance Sheets data

Chart 15 presents the import dependence in the Current Path and the Agriculture scenario, from 2019 to 2043.

The Agriculture scenario will benefit Ethiopia by boosting yields, decreasing reliance on vulnerable rain-fed crops through
irrigation schemes, reducing post-harvest losses, and unlocking Ethiopia's agricultural potential.

In the Agriculture scenario, crop production by 2043 will be 121.8 million metric tons, 38.5% higher than in the Current
Path, while demand will be 111.2 million metric tons. As a result, Ethiopia will have a surplus of 8.6% of total demand,
compared to a deficit (import dependency) of 22.8% in the Current Path (Chart 15).
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Education scenario

Chart 16: Progress through education funnel in the Current Path, 2023-2043
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Chart 16 depicts the progress through the educational system in the Current Path, for 2023 and 2043.

The Education scenario represents reasonable but ambitious improved intake, transition and graduation rates from
primary to tertiary levels and better quality of education at primary and secondary levels. It also models substantive
progress towards gender parity at all levels, additional vocational training at the secondary school level and increases in
the share of science and engineering graduates.

Visit the theme on Education for our conceptualisation and details on the scenario structure and interventions.

Over the past five years, Ethiopia's education systems have faced severe challenges due to the overlapping crises of armed
conflict, changes in language policies, COVID-19 pandemic and climate change. The combined impact left at least 13 million
children out of school in Ethiopia, with long-term implications for their futures. Since 2021, eight thousand schools have
been damaged, looted or destroyed, depriving millions of children and youth of their right to education. Since the onset of
these crises, many children, youth and their families have been exposed to violence. The impact of emergencies on
education in Ethiopia is further exacerbated by additional barriers, including traditional gender norms, long distances to
school (particularly in rural areas) and the heavy burden of domestic work (especially for girls).

Ethiopia's language policies in education have evolved significantly over time, influencing both educational access and
sociopolitical relations. Under Emperor Haile Selassie, Amharic was designated as the primary language of instruction,
serving as a tool for nation-building and centralisation. While this policy aimed to unify the country, it often disadvantaged
non-Amharic-speaking communities, creating barriers for students from diverse linguistic backgrounds and impacting their
academic success and social inclusion.

After 1991, Ethiopia's education language policy underwent a significant transformation under the Ethiopian People's
Revolutionary Democratic Front (EPRDF) government. The new policy adopted a decentralised approach, introducing
mother-tongue instruction in primary schools as part of a broader federalisation framework. Currently, more than 20 local
languages serve as mediums of instruction in Ethiopian schools, reflecting the nation's commitment to embracing ethnic
and linguistic diversity. English becomes the primary language of instruction in secondary and higher education.

However, despite that, Ethiopia has made significant progress toward universal primary education with an estimated net
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enrollment of 86% in 2023, 7.1 percentage points above the average for low-income Africa and about 1.7 percentage
points above the estimated average for Africa. The estimated pupil-teacher ratio at the primary level is 39:1, with female
teachers making up just 39% of all primary school educators. Children in rural areas are much less likely to attend school,
remain enrolled and perform well.

Although most Ethiopian children are enrolled in primary school, many do not progress, with only 33.7% making it to
secondary school (net enrolment), slightly above the average for low-income Africa and below the average of 42.5% for
Africa in 2023. The secondary completion rate remains very low: 10.1% of the population 15 years of age and above in
2023 compared with an average of 13.3% for low-income countries. Because of low completion and transition rates, fewer
students are eligible for tertiary education levels and the resultant outcomes get poorer, which in turn reduces human
capital accumulation.

The gross tertiary enrollment rate is just about 9.8%. The mean educational attainment for adults (15+ years of age) is a
good indicator of the stock of human capital in a country but Ethiopia has one of the lowest in the world, at four years in
2023. The country ranked 47th in Africa in 2023. The quality of learning is also a major challenge, with 45.4% of the
population 15 years and older being illiterate in 2023. This continues to be one of the major challenges facing the
education system.

Chart 17: Mean years of education in the Current Path and Education scenario, 2019-2043
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ISS AFI

Mean years

1

0

2019 2043

M Ethiopia, Current Path
I Ethiopia, Education sceanario

Source: IFs 8.26 initialising from Barro-Lee data

Chart 17 presents the mean years of education in the Current Path and in the Education scenario, from 2019 to 2043, for
the 15 to 24 age group.

The average years of education in the adult population aged 15 to 24 is a good first indicator of how society's stock of
knowledge is changing.

The average years of Education in the adult population aged 15 to 24 years is a good first indicator of how the stock of
knowledge in society is changing. The mean educational attainment for this group in Ethiopia is low, at 5.5 years in 2023
and will reach about 7.9 years by 2043. The Education scenario would improve the mean years of education for adults
aged 15 to 24 in Ethiopia to 8.7 years by 2043.

In Ethiopia, the labour force is predominantly composed of low-skilled and poorly educated workers. Due to the country's
low economic complexity, the labour market currently favours unskilled labour. Ethiopia's low economic complexity also
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affects its ability to respond to global market changes and economic shocks, as the country lacks a diversified economic
base capable of absorbing and adapting to fluctuations. Moreover, this situation restricts opportunities for innovation,
value addition and the development of high-skilled jobs, all of which are essential for sustained economic growth.

However, as economic complexity increases over time, there will be a growing demand for skilled labour, especially in the
formal sector. Given the current weaknesses in the education system, Ethiopia is not well-equipped to develop the
relevant skills needed for the job market, potentially hindering competitiveness and productivity.

The Education scenario could contribute to addressing these challenges. The share of science and engineering students
among tertiary graduates in Ethiopia will increase to 21.4% by 2043, five percentage points higher than on the Current
Path. Also, the share of vocational enrollment at secondary education will increase to 51.7% compared to only 44.2% on
the Current Path by 2043.
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Manufacturing scenario

Chart 18: Value-add by sector as % of GDP in the Current Path, 2019-2043
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Chart 18 presents the value-add by sector as share of GDP in the Current Path, for 2023 and 2043.

In the Manufacturing scenario, reasonable but ambitious growth in manufacturing is envisaged through increased
investment in the sector, research and development (R&D), and improved government regulation of businesses. This aims
to enhance total labour participation rates, particularly among females where appropriate and is accompanied by
increased welfare transfers to unskilled workers to mitigate the initial rises in inequality typically associated with a low-end
manufacturing transition.

Visit the theme on Manufacturing for our conceptualisation and details on the scenario structure and interventions.

Despite Ethiopia's emergence as one of Africa's fastest-growing economies, its manufacturing sector is not a driving force
for growth and economic transformation. The sector currently plays a marginal role in job creation, exports and overall
output, while also failing to stimulate strong domestic linkages.

Ethiopia's manufacturing sector is dominated by small and medium enterprises (SMEs), resource-based industries and
low-technology industries. These industries produce low-value, low-technology goods with limited linkages both within the
sector and across other industries. Food products, beverages, non-metallic minerals and textiles continue to account for
more than 50% of total sector output, with limited product diversification.

Ethiopia's manufacturing sector faces several challenges, driven mainly by a combination of macroeconomic pressures,
security issues and external economic shocks. Many business leaders have raised concerns about the limited capacity of
the Ethiopian manufacturing workforce. Ethiopia's relatively weak labour law system and absence of a minimum wage
pose significant challenges for workers and hinder the development of a robust and skilled industrial labour force. Low
wages, low productivity and high employee turnover can deter manufacturing investment. The government of Ethiopia
acknowledges the importance of enhancing the skills of the nation's workforce and has invested in technical training
institutes and several regional vocational colleges.

The sector accounted for only 4.6% of GDP and contributed 5% to total employment in 2023, a decrease from 5.9% of GDP
in 2022. The country's manufacturing sector meets only about 38% of domestic demand, with the remaining 62% being
imported.
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Nearly 450 firms, out of approximately 5 000, ceased production across the country in 2022, while the remaining firms
were operating below capacity, close to 30% capacity. One of the key challenges was the worsened security situation in the
country which has partly improved although instability remains, particularly due to conflicts in the Oromia and Amhara
regions, which pose challenges for businesses.

According to the United Nations Development Program (UNDP), Ethiopia currently has 18 industrial parks (five privately
built and 13 public parks). These industrial parks had attracted more than 60 foreign investors with US$740 million of FDI
and created employment opportunities for 150 000 Ethiopians. However, many foreign firms left as a result of the civil war
and subsequent instability, the suspension of the African Growth and Opportunity Act (AGOA), and ongoing security
issues. Due to these and other factors, Ethiopia is unlikely to achieve its SDG target of doubling the share of its
manufacturing employment by 2030. Ethiopia was suspended from the AGOA in January 2022 due to human rights
violations associated with the conflict in the northern Tigray region.

Chart 19: Value-add by the manufacturing sector in the Current Path and Manufacturing scenario, 2019-2043
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Chart 19 presents the contribution of the manufacturing sector to GDP in the Current Path and in the Manufacturing
scenario, from 2019 to 2023. The data is in US$ and % of GDP.

Manufacturing is crucial for Ethiopia's structural transformation, as the sector has the potential to create quality jobs for

over two million youth entering the labour market each year, generate foreign exchange, and enhance the overall quality
of life. On the Current Path, the share of the manufacturing sector in Ethiopia’s GDP will likely increase to 18.2% by 2043,

slightly below the average of 20.1% for low-income Africa. The implementation of the manufacturing scenario could push
the share of the manufacturing sector in GDP to about 20% by 2043.
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AfCFTA scenario

Chart 20: Export and imports as % of GDP in the Current Path, 2000-2043
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Chart 20 depicts exports and imports as a percentage of GDP, from 1990 to 2043, in the Current Path and in the AfCFTA
scenario.

The AfCFTA scenario represents the impact of fully implementing the African Continental Free Trade Agreement by 2034.
The scenario increases exports in manufacturing, agriculture, services, ICT, materials and energy exports. It also includes
improved multifactor productivity growth from trade and reduced tariffs for all sectors.

Visit the theme on AfCFTA for our conceptualisation and details on the scenario structure and interventions.

Ethiopia is an open economy and trades globally. However, its trade is costly due to non-trade barriers, particularly on
imports. The importation process can be expensive, logistically challenging and time-consuming. Some sources indicated
that importing inputs or goods from an international distributor can take six to nine months. A consequence of that is the
negative effect on the growth of the manufacturing sector. Ethiopian manufacturers are unable to source their needed
industrial (or capital) inputs from the local supply chain, so they are highly dependent on importing these resources. As a
result of this inefficiency, Ethiopian manufacturers often opt to produce only a niche range of products with strong
consumer demand—requiring minimal marketing—rather than risking investment in a new product line (product
diversification) with uncertain demand or profit margins.

In 2023, Ethiopia’s top imports were dominated by agricultural inputs such as fertilisers (60%), animal, vegetable or
microbial fats and oils (22%), mineral fuels, oils, and bituminous substances (6%). The total import value was estimated at
17.8% of GDP. On the Current Path, the value of Ethiopia’s imports will reach nearly 19% of GDP by 2043—slightly below its
export share.

Ethiopia is one of the world’s leading producers and exporters of coffee. In 2023, Ethiopia’s export composition was
dominated by coffee, vegetables and oil seeds, accounting for about 90% of total exports. This evidences its heavy reliance
on agriculture. Key export destinations were South Africa, Eswatini, Tunisia, Morocco, Kenya and Madagascar, collectively
accounting for around 80% of this value. The total export value was estimated at 8.2% of GDP in 2023. On the Current
Path, the value of exports will reach 19% of GDP by 2043.
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Chart 21: Trade balance in the Current Path and AfCFTA scenario, 2019-2043
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Chart 21 presents the trade balance in the Current Path and in the AfCFTA scenario, from 2019 to 2043, as a percentage of
GDP.

Ethiopia’s trade balance is structurally in deficit— a trend which is likely to persist until 2042, translating into regular
shortages of foreign exchange. On the Current Path, the trade deficit will likely be equivalent to 6.3% of GDP by 2030,
which is significantly lower than its level of 9.6% in 2023. By 2043, Ethiopia will have a trade surplus equivalent to nearly
0.1% of GDP. In the AfCFTA scenario, where trade restrictions are loosened and productivity is increased, Ethiopia will
record a trade surplus equivalent to one percent of GDP by 2043.

The AfCFTA represents a major opportunity for African countries, including Ethiopia, to overcome the constraints of
narrow domestic markets and boost exports. In the AfCFTA scenario, the value of Ethiopia’s total exports will be US$18.6
billion larger than the Current Path in 2043. These gains will, however, require major efforts to reduce the burden on
businesses and traders to cross borders quickly and safely and with minimal interference by officials.
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Large Infrastructure and Leapfrogging scenario

Chart 22: Electricity access: urban, rural and total in the Current Path, 2000-2043
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Chart 22 presents the Current Path of access to electricity for urban, rural and the total population from 2000 to 2043.

The Large Infrastructure and Leapfrogging scenario involves ambitious investments in road and renewable energy
infrastructure, improved electricity access and accelerated broadband connectivity. It emphasises adopting modern
technologies to enhance government efficiency, incorporating significant investments in major infrastructure projects like
rail, ports, and airports while highlighting the positive impacts of renewables and ICT.

Visit the themes on Large Infrastructure and Leapfrogging for our conceptualisation and details on the scenario structure
and interventions.

Ethiopia has an underdeveloped infrastructure, including roads, transportation systems, electricity, supply chain logistics,
water and sanitation facilities, and mobile and internet communication services. These deficiencies hinder access to many
regions, complicate the import and export of goods, and reduce the country's global competitiveness.

In 2022, Ethiopia ranked 48 out of 54 African countries on the African Infrastructure Development Index (AIDI). Poor
infrastructure coverage and low quality in Ethiopia increase transaction costs and lower the return on capital and work,
discouraging domestic and foreign investment and constraining economic growth. Poor infrastructure coverage also has a
negative impact on poverty reduction.

Ethiopia's road and rail infrastructure are poor, hindering the efficient movement of goods and people. Access to many
rural regions is limited, restricting trade and slowing economic integration. In 2023, only 15.7% of Ethiopia’s total roads
were paved. With only 27.5% of Ethiopia’s rural population living within two kilometers of all-season (or all-weather) roads
this is far below the average of nearly 40% for low-income Africa. Since as much as 77% of Ethiopia’s population lives in
rural areas, this translates into a high degree of isolation and inability to take goods to market, children to school and
generally to integrate rural areas into the economy.

The country's large geographical expanse and the wide dispersion of the rural population make addressing this issue
particularly difficult. Moreover, the current transport network is insufficient to meet the demands of the country’s
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expanding population and industrial sector. The country’s conflicts have worsened the situation, as many infrastructures
were damaged. On the Current Path, about 38.3% of Ethiopia’s population will have access to all-season roads by 2043 - a
10.8 percentage increase compared to 2023.

Despite its vast hydropower potential, Ethiopia ranked 32 out of 48 sub-Saharan African countries in terms of electricity
access deficit in 2023. Ethiopia’s electricity grid is unreliable and fails to reach many of its regions. Frequent power outages
and inconsistent supply negatively impact manufacturing productivity and disrupt businesses nationwide.

About 47.2% of the Ethiopian population had no access to electricity in 2023 - slightly above the average of 43.1% for
Africa. On the Current Path, the percentage of Ethiopians without access to electricity will drop to 18.5% by 2043. The
percentage of the rural population with electricity will increase to 72.4% in 2043, from 40.4% in 2023. The Grand Ethiopian
Renaissance hydroelectric project represents Ethiopia's drive to reshape its energy sector and accelerate economic
progress. With a planned capacity of 6 450 megawatts, the dam is set to significantly expand Ethiopia's electricity supply,
reduce poverty, and position the country as a regional energy exporter.

Limited access to and poor quality of digital connectivity also limits Ethiopia's growth potential. In 2023, the mobile
broadband subscriptions per 100 people were about 31.8, against an average of 37.2 for low-income Africa.

Addressing these infrastructure gaps is crucial for improving Ethiopia's global competitiveness, supporting industrial
growth and fostering sustainable economic development. Better infrastructure will facilitate trade, boost agriculture
production, enhance tourism, reduce poverty and boost shared prosperity for all citizens.

Chart 23: Cookstove usage in the Current Path and Large Infra/Leapfrogging scenario, 2019-2043
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Chart 23 presents the number of people using cookstoves in the Current Path and in the Large Infrastructure and
Leapfrogging scenario, from 2019 to 2043.

Due to limited electricity access in Ethiopia, particularly in rural areas, most households continue to rely on inefficient
energy sources for cooking. About 85% of the Ethiopian population uses traditional biomass (i.e., fuel wood and animal
dung) and inefficient traditional cookstoves that can cause sickness and even death.

Biomass is one of the renewable energy sources; however, in Ethiopia it is being overused in a way that limits its
regeneration capacity. Sustainability is a fundamental problem in addition to health threats. It is, therefore, very
concerning that the percentage of households that use traditional cookstoves will still be at 45.6% by 2043, although down
from 89.7% in 2023.
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However, in the Large Infrastructure and Leapfrogging scenario, the percentage of households that use traditional
cookstoves will be 31.8%, while the share of households using modern cookstoves will be 67.3% by 2043, compared to the
Current Path of 53.1% in the same year.

These findings imply that increasing access to energy and electricity or off-grid renewable energy solutions, especially in
rural areas, could contribute to reducing emissions by shifting households away from traditional cooking methods to
modern ones.

Chart 24: Access to mobile and fixed broadband in the Current Path and Large Infra/Leapfrogging scenario, 2019-2043
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Chart 24 presents the percentage of the population and number of people with access to mobile and fixed broadband in
the Current Path and in the Large Infrastructure and Leapfrogging scenario, from 2019 to 2043. The user can toggle
between mobile and fixed broadband.

Mobile broadband in Africa is rapidly expanding, but fixed broadband lags behind. Fixed broadband provides faster
internet access speeds with more secure connections and is important for higher-value-added service sectors. Since 2018,
Ethiopia has been liberalising its telecommunications sector to improve internet services, enhance competition and foster
economic growth.

On the Current Path, mobile broadband subscriptions per 100 people in Ethiopia will increase to 132.7 by 2043. In the
Large Infrastructure and Leapfrogging scenario, mobile broadband subscriptions will increase slightly to 133 by 2043,
equivalent to a 0.3 subscriptions per 100 people increase relative to the Current Path. Whilst fixed broadband
subscriptions will increase to 22.3 per 100 people (in the scenario) by 2043, compared to 18.7 per 100 people in the
Current Path.
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Financial Flows scenario

Chart 25: FDI, foreign aid and remittances as % of GDP in the Current Path, 1990-2043
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Chart 25 presents the trends in FDI, aid and remittances as a percentage of GDP, from 1990 to 2043.

The Financial Flows scenario represents a reasonable but ambitious increase in inward flows of worker remittances, aid to
poor countries and an increase in the stock of foreign direct investment (FDI) and additional portfolio investment inflows.
We reduce outward financial flows to emulate a reduction in illicit financial outflows.

Visit the theme on Financial Flows for our conceptualisation and details on the scenario structure and interventions.

Despite the impacts of the recent global crises (e.g., the COVID-19 pandemic, climate change, and the current
Russia—Ukraine war) on foreign aid, many countries in sub-Saharan Africa are still heavily dependent on foreign aid to
fund the provision of basic services like education and health. This is the case in Ethiopia, foreign aid is one of its sources
of physical capital accumulation.

Ethiopia is a large recipient of aid inflows into the Horn of Africa. Net aid receipts constituted roughly 4% (equivalent to
US$4.7 billion) of the country's GDP in 2023, below the average of 7.8% of GDP for low-income Africa. On the Current Path,
Ethiopia's net aid receipts as a percentage of GDP will decline to 1.7% (equivalent to US$7.7 billion) by 2043 due to rapid
economic growth.

FDI can act as a catalyst for economic development, bringing much-needed capital and technology to recipient countries.
FDI flows to Ethiopia during the years 2018 and 2023 were volatile due to the global COVID-19 pandemic and unsecure
political conditions. FDI inflows to Ethiopia as a percentage of GDP decreased to 3% in 2023, down from 4% of GDP in
2018. The FDI inflows to Ethiopia dropped below the average of 3.8% of GDP for low-income Africa in 2023. On the Current
Path, FDI inflows to Ethiopia will increase to about 3.2% of GDP by 2043 - a 0.2 percentage points increase compared to
2023.

The Ethiopian government has recently implemented several policies and reforms to attract more FDI, especially to the
manufacturing sector, i.e., the construction of industrial parks. However, FDI inflows still remain below the level that could
be a game changer for the country’'s development, probably due to political instability and poor business climate.

International remittances are an essential source of foreign exchange for Ethiopia. Remittance flows to Ethiopia amounted
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to US$522 000 in 2023 (equivalent to 0.4% of GDP), below the average of 2.1% of GDP for low-income countries in Africa.
Across the forecast horizon, Ethiopia remains a net recipient of remittances, with inflows amounting to US$1.8 billion by
2043.
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Chart 26 presents government revenue in the Current Path and in the Financial Flows scenario, from 2023 to 2043. The
data is in US$ 2017 and % of GDP.

Wagner's law, or the law of increasing state activity, is the observation that public expenditure increases as national
income rises. It is reasonable to expect that government revenues will increase as a per cent of GDP in the Financial Flows
scenario compared to the Current Path forecast.

In the Financial Flows scenario, government revenue increases to reach 17.1% of GDP by 2043 (US$80.2 billion), up from
14.1% (US$16.9 billion) in 2023. This will be 0.2 percentage points of GDP above the Current Path in 2043.

There are several possible explanations for the positive relationship between capital inflows and government revenue.
One is direct: an increase in aid leads to more funds available for the government to deliver public services. Another is
indirect: greater inflows are linked to higher tax revenue, as foreign direct investors often demonstrate strong tax
compliance or are liable for natural resource taxes. Additionally, higher inflows may contribute to increased economic
growth, which in turn boosts government revenues.
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Governance scenario

Chart 27: Government Effectiveness score in the Current Path, 2002-2043
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Chart 27 presents the Current Path of government effectiveness, from 2002 to 2043.

Good governance is crucial for economic advancement. Enhanced national security and stability foster a favourable
environment for both domestic and foreign investment, allowing governments to implement sustainable development
strategies more successfully.

Poor governance, widespread corruption and a deeply conflict-ridden society have hindered Ethiopia's development. The
country's recent history has been marked by instability, pervasive corruption and an entrenched system of patronage that
affects all sectors of society. According to the 2022 Ibrahim Index of African Governance (IIAG) report, Ethiopia scored 46
out of 100 in overall governance, ranking 32 out of 54 in Africa, a lower score than the average of 48.9 for Africa. A score of
100 represents the complete delivery of political, social and economic public goods and services that citizens expect from
their government, and which the state is responsible for providing. According to the report, security and the rule of law
have deteriorated significantly since 2012 following the death, in office, of Prime Minister Meles Zenawi who had presided
over the country since the overthrow of the Dergin 1991.

Key international governance indicators point to ongoing, widespread and deeply entrenched corruption. In November
2022, Prime Minister Abiy stated that “corruption has become a threat to our national security.” The country is currently
undergoing reforms, and several public officials have been prosecuted for corruption.

According to the global Corruption Perceptions Index (CPI) 2023 by Transparency International, Ethiopia, with a score of 37
out of 100, occupies 98th position out of the 180 countries surveyed - a decline in score from 39 in 2021. A lower score
means high corruption, while a higher score of 100 means very clean (no corruption). This high level of corruption,
combined with limited public administration capacity, centralised resources and decision-making in the capital, low
revenue levels, and the country's vast size, ethnic diversity and sparely populated and arid lowlands, weakens the
government's effectiveness in delivering services. Several structural challenges, including civil conflicts, widespread
poverty, high population growth and climate change, constrain the country's governance capacity.

In terms of government effectiveness, as measured by the World Bank, Ethiopia scored 1.9 out of 5 in 2023, an increase
from 1.3in 2000. The country performs moderately well compared to the average for Africa low-income countries. The
Ethiopian government has prioritised investments in public services, focusing on infrastructure, healthcare and education.
These initiatives align with the country’s long-term development objectives and have contributed to improved social sector
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outcomes. Despite challenges, Ethiopia has demonstrated a capacity for effective policy formulation and implementation,
especially in large-scale projects like the Grand Renaissance hydro and telecommunications liberalisation. On the Current
Path, Ethiopia’s Governance effectiveness score will increase to 2.4 (out of 5) by 2043, above the average score of 1.7 for
low-income African countries.

Chart 28: Composite governance index in the Current Path and Governance scenario, 2019-2043
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Chart 28 presents the composite governance index for the Current Path versus the Governance scenario, from 2023 to
2043.

This scenario assumes better governance: stability, capacity, and inclusion. It measures a state’s progress using the
average of these three indices. To this end, it includes an index (0 to 1) for each dimension, with higher scores indicating
improved outcomes.

Visit the theme on Governance for a full conceptualisation and details on the scenario structure and interventions.

The security dimension measures the probability of intra-state conflict and the general level of risk. The second dimension,
capacity, is related to government revenue, corruption, regulatory quality, economic freedom, and government
effectiveness. The third dimension, inclusiveness, measures the level of democracy and gender empowerment.

Ethiopia performs poorly in terms of capacity compared to other dimensions of governance, with a score of 0.3 out of 1 in
2023. This reflects the low level of government revenue, endemic corruption, poor regulatory quality, and weak
government effectiveness. For instance, Ethiopia's tax-to-GDP ratio in 2023 (10.1%) was lower than the average of 17.9%
for Africa.

The worsening security situation in Ethiopia has also resulted in a higher portion of government spending being directed
towards national defence. The country’'s military expenditure as a percentage of GDP increased from 0.5% of GDP in 2020
to 0.9% in 2022, however far below the average of around 1.5% for Africa low-income countries in 2022. Ethiopia performs
better in terms of security (0.7 out of 1) compared to other dimensions of governance. However, it remains vulnerable to
civil conflicts and violence.

On the Current Path, Ethiopia will make progress in all three dimensions (capacity, inclusion and security) of governance.
As a result, the country’s score on the composite governance index, which is a simple average of the three dimensions of
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governance mentioned above, will be about 21.5% higher in 2043 than its level in 2023 and slightly above the average for
Africa low-income countries. In the Governance Scenario, the overall governance performance of Ethiopia will be 26.7%
higher than the Current Path by 2043.
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