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COUNTRY PARTNERSHIP FRAMEWORK
FOR ETHIOPIA FY27-36
Building Strong Foundations for More and Better Jobs

Ethiopia’s next chapter matters for Africa and beyond. As the continent’s second most populous
country and a major economy in the Horn of Africa, its transition toward a more competitive, private-
investment-led growth model will shape job creation, trade, connectivity, and stability far beyond its
borders. The opportunities created by the African Continental Free Trade Area (AfCFTA) reinforce that
role. Strong air connectivity across Africa, substantial renewable energy potential, expanding transmission
networks, and a strategic position in regional logistics give Ethiopia the foundations to become a stronger
platform for commerce and investment if reforms enable firms to compete and grow.

This World Bank Group (WBG) Country Partnership Framework (CPF) supports Ethiopia’s
transition toward private sector-led growth that expands productive employment and builds
resilience. Over the past two decades, Ethiopia has been one of Africa’s fastest-growing economies, with
per capita gross domestic product (GDP) growth averaging nearly 6.2 percent between 2004 and 2024.
Resilient growth, despite multiple domestic and global shocks, reduced poverty and supported large
expansions in infrastructure and basic services, but it relied heavily on state-led public investment and did
not generate sufficient private investment and productive employment, leading to a slowdown in growth
since 2019 as public finances declined and private investment could not substitute. Recent shocks
highlighted the need to rebalance the sources of growth toward a more dynamic and resilient private sector.

This CPF focuses on Ethiopia’s central challenge: creating private sector jobs at scale. Anchored in
Ethiopia’s development vision, the CPF supports the country’s aspirations for inclusive, private sector-
led growth and is closely aligned with the Home-Grown Economic Reform Agenda (HGER 2.0) and the
Ten-Year Development Plan (2021-2030). About two million people enter the labor market each year,
but formal employment growth is too weak to absorb them. With stronger private investment, firm entry,
and firm expansion, Ethiopia can accelerate poverty reduction, absorb a fast-growing workforce, reduce
fragility, and make reforms deliver for households through higher incomes and better living standards. A
ten-year framework is appropriate given the scale of this challenge and ambition of Ethiopia’s transition
goals. It will allow for the right sequencing of investments, policies, and institutional reforms.

The country is at a turning point. The renewed macroeconomic reforms launched in July 2024 mark a
shift toward a more market-oriented framework. Exchange rate reform, together with steps to reduce
directed credit, strengthen monetary policy transmission, and restore market-based price signals, is
beginning to improve conditions for private investment. But macroeconomic stabilization alone will not
be enough. Ethiopia still needs the business-enabling reforms required to raise returns to investment and
labor, including more predictable access to foreign exchange, stronger competition, better trade and
logistics, more reliable energy, deeper financial intermediation, and a regulatory environment that firms
can trust. Their benefits will also depend on where growth occurs. If reform, infrastructure, and market
access remain concentrated, spatial disparities will persist, and the employment gains from transition will
be narrower and less durable. Early improvements in foreign exchange markets, export performance, and
creditor engagement show that the reforms are beginning to take hold, though implementation remains at
an early stage and the transition will take time.

Ethiopia’s transition is unfolding in a more difficult context. Conflict, climate stress, and renewed
external volatility linked to the current conflict in the Middle East are increasing pressure on Ethiopia’s
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economy and institutions. As a fuel-importing economy with limited buffers, Ethiopia is exposed to higher
energy and freight costs, rising food and fertilizer prices, tighter financial conditions, and potential
disruptions to trade, services, and remittance flows. Poverty is estimated at 39 percent!, internal
displacement remains a challenge and public finances are under pressure. Human capital outcomes remain
a challenge: Foundational learning is low; skills formation is limited; undernutrition persists; and access
to quality basic services remains uneven.

Ethiopia’s diverse institutional and subnational context will shape how reforms are implemented
and where their benefits are felt. Development outcomes vary significantly across Ethiopia’s regions,
and areas affected by internal conflict and displacement, climate shocks, and limited market access face
particular constraints to service delivery, private investment, and job creation. A private sector-led
transition will be more durable if it expands opportunity beyond existing growth centers and supports
recovery where livelihoods have been disrupted. The WBG will use conflict and spatial lenses to design
and implement its portfolio, screening for conflict risks and targeting investments that restore livelihoods,
reconnect markets, improve service delivery, and support private sector activity in underserved and
conflict-affected areas. The CPF’s ‘if/then’ calibration framework will help increase the WBG’s
responsiveness and ability to adapt to the changing context, and guide how financing, advisory work, and
geographic focus adjust under different scenarios. This could mean scaling private investment in post-
conflict areas to support peace and stability dividends or shifting toward more protective investments that
preserve human capital, institutions, and service delivery where conflict emerges or persists.

The CPF’s main premise is that Ethiopia’s next phase of job creation must come from private firms.
It focuses the WBG’s engagement on the conditions needed for firms to invest, expand, and create more
and better jobs while recognizing the state’s critical role in enabling private sector growth. The CPF
prioritizes agribusiness, light manufacturing, and domestic pharmaceuticals as sectors with strong
potential for employment generation, productivity gains, and export growth. These priorities are translated
into four mutually reinforcing outcomes: capable institutions for jobs and growth, private sector-led job
creation, stronger foundations for learning and skills for jobs, and strengthened health and nutrition.

Three priorities shape this CPF. First, macroeconomic stability must translate into jobs. Restoring
stability matters only if it enables firms to invest, expand, and hire at scale. WBG interventions will help
Ethiopia restore macroeconomic credibility and policy certainty, open markets, equip people, and convert
reform into employment to reduce fragility, combat poverty, and boost shared prosperity. The WBG will
support policy reform, institutional strengthening, and targeted public investments aligned with
government priorities. It will enable and mobilize private capital in sectors opened through reform and
support market development where rules are predictable and competition is viable. The WBG will deploy
guarantees under the Guarantee Platform to reduce risks for foreign investors and help crowd in
investment in priority sectors.

Second, Ethiopia’s development gains must be more resilient. Conflict, climate variability, and
macroeconomic volatility will shape the pace and durability of reform and investment. Climate risk is
already material: The Ethiopia Country Climate and Development Report (CCDR) estimates that climate
impacts could reduce annual GDP by 1.0-1.5 percent by 2030 and by up to 5 percent in the 2040s, pushing
millions more into poverty. The CPF therefore embeds resilience across the portfolio. In economic
governance, this means rebuilding fiscal buffers, strengthening macroeconomic and public investment
management, and improving intergovernmental fiscal coordination and transparency. In private sector

! Ethiopia: World Bank Macroeconomic and Poverty Outlook Spring 2026; millions living on less than $3.00/day (US$2021 PPP) (Projections using
microsimulation methodology)
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development, it means supporting firm recovery, job creation, and more climate-resilient value chains,
especially in areas affected by displacement and market disruption. In learning, skills, health, and
nutrition, it means protecting human capital, strengthening delivery systems, and improving access in
fragile and climate-vulnerable areas.

Third, this CPF must be selective and focus on changing how Ethiopia grows. The most binding
constraints to faster, inclusive, and more sustainable growth are the need for macroeconomic credibility,
enabling competitive markets, building human capital, and crowding in private investment. These are the
constraints where WBG support is most likely to shift the growth model and support job creation. They
are areas where reform momentum exists, and where sustained engagement can unlock structural
transformation and jobs at scale. Mission 300, AgriConnect, and AIM2030 provide practical vehicles for
reliable energy, stronger agricultural value chains, and manufacturing and value addition. The CPF will
complement partner support in energy, logistics, financial sector reform, health, and social protection,
while using private sector solutions where they are viable and add value. The WBG will focus on areas
where it has comparative advantage while avoiding duplication with investments undertaken by others.

Selectivity requires clear exclusions. Non-priorities include large public power generation (given
existing capacity from completed investments), tourism (until conditions are more conducive) and arterial
roads and highways (in favor of rural feeder road expansions). Urban engagements will focus on
affordable housing, productivity, and service delivery. Skills interventions will prioritize industry linkages
rather than expanding conventional tertiary education.

The CPF’s outcomes are directly aligned with the WBG’s Jobs Framework, which organizes the
conditions for job creation around three pillars: (i) foundational physical and human capital infrastructure
(Outcomes 3 and 4); (i1) a business-friendly environment with regulatory and policy certainty (Outcomes
1 and 2); and (iii) mobilization of private capital at scale (Outcome 2).

Outcome 1 — Capable Institutions for Jobs and Growth

Jobs at scale require capable economic management and institutions that can mobilize resources,
manage risks, and deliver infrastructure and basic services effectively. This requires macroeconomic
management that restores price signals; fiscal institutions that use public resources more productively and
contain fiscal risks; and regulatory systems that give firms greater confidence to invest, expand, and hire.
It also requires protecting vulnerable households during the adjustment so that reform remains durable.

The first priority is to help lock in macroeconomic and foreign exchange reforms. This will help
firms plan, price, and invest under more predictable conditions. Support will focus on exchange rate and
monetary reforms to reduce inflation, strengthen foreign exchange market functioning, and preserve
market-based price signals, while protecting essential social spending and safety nets during adjustment.

Second, the CPF will strengthen fiscal sustainability and improve the quality of public spending.
The WBG will support domestic revenue mobilization, stronger public investment management, and
better oversight of fiscal risks, including those arising from the finances of state-owned enterprises
(SOEs). More competitive and financially transparent SOEs will reduce quasi-fiscal pressures and help
level the playing field for private firms.

Third, it will strengthen institutional and regulatory quality in areas critical to private investment.
This includes competition policy, land and customs administration, fiscal federalism, and public
accountability. These investments will help reduce discretion, improve transparency, and make
government policy implementation more reliable.
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Outcome 2 — Private Sector-Led Job Creation

Private firms must grow if Ethiopia is to create jobs at scale. The CPF therefore focuses on sectors
that can absorb labor, raise productivity, and expand exports once core constraints are reduced.
Agribusiness and manufacturing are the main priorities, with an initial emphasis on light manufacturing
and pharmaceuticals. Housing will also be supported as a complementary domestic jobs engine, given its
employment multipliers for youth and lower-skilled workers and its role in accommodating a growing
urban workforce. Over time, Ethiopia’s relatively low-cost electricity and young labor force could support
heavier and more energy-intensive manufacturing, provided the investment climate improves and human
capital constraints are addressed.

These sectors can create jobs at scale if more firms can start, scale, export, and hire. Agribusiness is
held back by high logistics costs, weak standards and certification systems, fragmented market linkages,
climate-related production risks, limited financing, and poor access to affordable, high-quality inputs.
Light manufacturing faces unreliable power, high transport and trade costs, and an uncertain operating
environment for firms that depend on imported inputs and timely delivery. Domestic pharmaceuticals face
regulatory bottlenecks, limited access to foreign exchange and long-term finance, and weak market-
enabling systems, including procurement and quality assurance. Across these sectors, finance, trade, and
tax policy distortions, infrastructure bottlenecks, high logistics costs, and the dominance of SOEs in key
markets continue to limit private investment and firm expansion.

The first priority is to improve the reform and enabling environment. The focus will be on reforms
that make rules more predictable, increase competition, lower trade and logistics costs, and allow firms to
respond with investment and job creation. Customs modernization, corridor efficiency, multimodal
integration, and stronger competition in logistics services will help firms access inputs, meet delivery
schedules, and reach domestic and export markets more reliably. IDA-supported Development Policy
Operations (DPOs), IFC advisory, and the Multi-Donor Initiative Platform will help close the gap between
reforms adopted on paper and changes experienced by firms in practice. CPF engagement will therefore
support implementation and track whether reforms translate into lower costs, faster clearances, more
predictable access to inputs and foreign exchange, and greater confidence to invest.

Second, the CPF will strengthen infrastructure to enable productivity. Improved electrical grid
reliability, energy sector financial sustainability, implementation of the Mission 300 Compact, and
investments in digital and physical connectivity will lower operating and logistics costs, improve capacity
utilization, and widen market access.

Third, it will deepen finance for productive firms. Investments in capital market development, better
credit infrastructure and risk pricing, greater transparency, and digital platforms that reduce physical and
informational barriers will help expand lending to firms with growth and employment potential, especially
small and medium enterprises (SMEs) and youth and women-owned enterprises. To scale SME financing,
the CPF will support expanded use of partial credit guarantees, portfolio risk-sharing facilities, and digital
lending models to help financial institutions serve smaller firms more efficiently and at lower risk. WBG
instruments will also help mobilize and de-risk private capital where reforms have reduced policy and
market risks.

These priorities will be operationalized through dedicated sector platforms. AgriConnect will support
agribusiness value chains, including selected crops and livestock, with strong employment and export
potential to expand market access, strengthen logistics and quality systems, and improve the resilience of
production and processing. AIM2030 will support domestic pharmaceutical manufacturing by
strengthening value addition, firm upgrading, and integration into more competitive industrial activity,
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backed by reforms to standards, procurement, market institutions, and access to finance to enable
commercially viable expansion.

Outcome 3 — Stronger Foundations for Learning and Skills for Jobs

Better jobs require better skills, but Ethiopia’s learning and skills gaps constrain private sector
growth. With 90 percent of 10-year-olds unable to read with understanding, too few students progress
into secondary and post-basic pathways, leaving Ethiopia with one of the least skilled workforces in the
region. Without more workers with job-ready and adaptable skills, firms will struggle to expand, value
chains will remain shallow, and structural transformation will be slower.

The first priority is to strengthen foundational learning. Support will focus on improving teaching
quality and the conditions under which children learn, particularly in low-performing, conflict-affected,
and climate-vulnerable areas. This includes stronger teacher preparation and support, better school
leadership, greater use of technology-enabled approaches to improve classroom practice, more reliable
access to learning materials, and resilient school infrastructure. Complementary efforts in child nutrition,
early learning, WASH, energy, connectivity, and safe transport will improve readiness to learn,
attendance, and retention. Results-based financing will help align incentives around learning outcomes
and system performance.

Second, the WBG will strengthen skills pathways to match private sector needs. Through
interventions like the SET4Jobs regional Multiphase Programmatic Approach, the WBG will help build
an industry-led and demand-led skills system that responds to market needs in priority sectors, including
agribusiness and manufacturing. This will include improving the relevance of upper secondary education,
modernizing technical and vocational systems, expanding apprenticeships, work-based learning, and
short-cycle training linked to jobs, and strengthening links between higher education and industry. IFC
will complement this through portfolio companies and advisory services that support on-the-job training,
firm-level productivity upgrading, and stronger participation in regional and global value chains.

Third, the CPF will strengthen the systems that make learning and skills investments work. This
includes better policies, incentives, accountability, data, learning assessment systems, quality assurance,
labor market information, and financing mechanisms that improve transitions from training into
employment. These system reforms will help ensure that education and skills investments are tied more
closely to learning, employability, and private sector demand. During the transition, social protection and
labor-intensive programs will support incomes and employment where formal job creation lags.

Outcome 4 — Strengthened Health and Nutrition

Jobs depend on a healthy workforce, but Ethiopia’s health and nutrition gaps still constrain
productivity, labor force participation, and resilience. Stunting remains high, affecting about 3540
percent of children; 61.4 percent of people face food and nutrition insecurity.> These challenges are
compounded by differences in service access across the country and by vulnerabilities linked to conflict
and climate shocks. Weak infrastructure further constrains service delivery.

The first priority is to expand access to quality primary health care, particularly in underserved
areas. Support will focus on facility infrastructure, reliable energy and water, last-mile supply chains, a
resilient and equitably distributed health workforce, and digital systems that help close service gaps and
improve performance management. These investments aim to deliver affordable, high-quality services to
an additional 47 million people and position Ethiopia as a key contributor to the WBG’s Health Works

2 Sources: Ethiopian Statistical Service 2025, Demographic and Health Survey 2024-25, WBG Corporate Scorecard, data as of 2023.
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initiative. As a first-wave country under AIM2030, the WBG will also support access to, and domestic
production of, pharmaceuticals, diagnostics, and medical technologies to reduce reliance on imports.

Second, the WBG will strengthen nutrition and food security through a multisectoral pathway
linking agriculture, health, social protection, and community delivery systems. Support will promote
climate-smart and resilient irrigation, nutrition-sensitive agriculture, diversified food production, food
fortification, better access to modern agricultural inputs, post-harvest infrastructure, and stronger market
linkages. These measures will be complemented by investments in behavior change, maternal and child
nutrition, and support for vulnerable households through social protection and health-nutrition linkages.

Third, the CPF will strengthen health system sustainability, efficiency, and accountability. This will
include stronger public financial management, greater reliance on domestic financing, expanded financial
protection mechanisms, more efficient pharmaceutical procurement and production, reduced
fragmentation, stronger institutional capacity, mobilization of private sector investment where
appropriate, and better use of data to guide equitable resource allocation and performance.

Fourth, the WBG will expand access to safe water, sanitation, and hygiene. Resilient water systems,
sanitation infrastructure, and improved hygiene will reduce waterborne disease, a key driver of stunting.
These outcomes, and less time spent collecting water, will also improve childcare and school attendance.

Cross-Cutting Priorities and Risk Management

Reliable infrastructure is central to jobs, services, and resilience. The CPF will focus on infrastructure
that reduces firm-level costs, improves access to basic services, and supports fiscal sustainability. For
firms, the priorities are reliable energy, efficient logistics, trade facilitation, and digital connectivity. For
a landlocked economy, logistics is particularly binding: better corridors, border management, and supply-
chain coordination are critical to lower trade costs, support exports, attract investment, and reduce the cost
of living. For households and service providers, electricity, water, connectivity, and transport will improve
access to schools, health facilities, markets, and public services, especially in underserved and conflict-
affected areas. Under Mission 300, the WBG will support Ethiopia’s efforts to provide reliable energy
access to an estimated 51 million people through stronger sector institutions and utilities; expanded grid
and off-grid solutions; increased regional power trade; and greater private participation across generation,
transmission, distribution, and distributed renewable energy.

Regional integration will expand markets and strengthen competitiveness. AfCFTA implementation
and World Trade Organization accession create opportunities for Ethiopia to move from a relatively closed
economy toward deeper participation in continental and global markets. This would benefit Ethiopia and
its neighbors: Ethiopian firms would gain access to larger markets, while the rest of Africa would benefit
from a larger destination market, stronger regional supply chains, and greater connectivity. The WBG will
support trade facilitation, corridor efficiency, power trade, pro-competition reforms, and cross-border
institutions that lower trade costs and enable private-led, export-oriented growth.

Closing gender gaps is essential to an inclusive transformation. Gender disparities in labor force
participation, access to finance, education, and vulnerability to shocks impose economic costs and limit
job creation. The WBG will support access to finance for women-owned enterprises, strengthen women’s
economic resilience through social protection systems, and improve school-to-work transitions for young
women. Using analytical engagements, gender considerations will be integrated across outcomes.

WBG engagement will support fragility reduction where it can make a practical difference. The
WBG can help reduce exclusion and support recovery, focusing on jobs, institutions, human capital, and
market reconnection where conflict, displacement, weak services, and limited market access have
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disrupted livelihoods. Private sector activity can create opportunities for young people and help rebuild
local markets. Better public financial management, land administration, transparency, and accountability
can improve the way development benefits are allocated and delivered. Human capital investments can
protect underserved communities and reduce long-term exclusion. Cross-border trade and economic links
can support more productive relations with neighboring countries. The WBG will use financing, analytics,
policy dialogue, partnerships, and convening power to support these channels.

This CPF will adapt to change. The WBG’s refreshed FCV Strategy, the Completion and Learning
Review of the last CPF, and the Independent Evaluation Group’s Country Program Evaluation all point
to the need for more adaptive engagement in Ethiopia. The Annual Business Planning and Performance
Exercise will be used to recalibrate the scale, mix, and geographic focus of engagement as reform traction,
private investment response, fragility conditions, and external shocks evolve. If stabilization and structural
reforms advance, the WBG will consider scaling financing and private capital mobilization more
ambitiously through regular portfolio calibration. If conflict intensifies or external shocks, including
spillovers from the current Conflict in the Middle East, raise energy, trade, and financing pressures, the
WBG will adapt its engagement to safeguard reform momentum, protect vulnerable households, and
sustain support to firms and essential services. Progress will be monitored through the CPF Results
Framework, including relevant WBG Corporate Scorecard indicators.

WBG knowledge will support a more adaptable engagement. Core macroeconomic, poverty, climate,
private sector, and resilience diagnostics will inform the selection, design, and sequencing of CPF
investments. Other products like economic updates, analytics, and policy-relevant evidence will support
public discussions, strengthen accountability, and guide implementation adjustments as context changes.

Overall risks are substantial. Conflict and insecurity could disrupt implementation, service delivery, and
private investment. Macroeconomic risks remain substantial despite progress under the reform program,
as delays in structural reforms, renewed conflict, or external shocks could weaken stabilization gains and
intensify inflationary and foreign exchange pressures. Institutional and fiduciary risks are elevated,
particularly at subnational levels. Environmental and social risks are also substantial, especially for
infrastructure and land-intensive investments and in conflict-affected areas.

Fiscal risks from large public projects and SOE liabilities require close monitoring. If not managed,
they could crowd out private capital, absorb scarce foreign exchange, and create fiscal pressures that
weaken the environment for job creation. The CPF mitigates these risks through selectivity, strategic
investments, and analytical support. IFC and MIGA will reinforce this approach by mobilizing private
investment where reforms create space for competitive markets. The WBG will support fiscal risk
management through DPO-supported reforms, fiscal risk assessments, SOE oversight, public investment
management dialogue, and macroeconomic monitoring.
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Ethiopia CPF FY27-36 Strategic Overview

Building strong foundations for more and better jobs

Ethiopia Country Partnership Framework, FY27
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