Public Disclosure Authorized

Public Disclosure Authorized

Annex 2 - Financing and Implementation Arrangements

A. Financial Envelope and Knowledge

The Ethiopia CPF will leverage the full WBG toolkit (knowledge, advisory services, financing, and
guarantees) to crowd in public and private sector solutions to deliver results. IDA resources will lay the
foundation for and incentivize scaled-up private sector investment by IFC and MIGA, particularly in the
agribusiness, manufacturing, transport, and energy sectors.

Public sector solutions supported under this CPF: Activities under the CPF will be financed through a
combination of IDA resources and efforts to leverage and de-risk private investment. The current portfolio
is approximately US$16 billion, comprising around US$13 billion in national IDA, US$2.5 billion IDA in
regional operations, and US$0.94 billion in trust funds. The CPF period will span multiple IDA cycles
(IDA21-IDA24), with an indicative country allocation of approximately US$13.4 billion, subject to IDA
resource availability and performance.’ In addition to the PBA envelope, Ethiopia will seek to access IDA’s
Global and Regional Opportunities Window (GROW), including the Window for Host Communities and
Refugees (WHR), the IDA Private Sector Window (PSW) and possibly the Crisis Response Window
(CRW). IDA resources will be strategically deployed to catalyze private capital in support of Ethiopia’s
reform agenda and the implementation of key WBG strategic initiatives, including Mission 300,
AgriConnect, and WTO accession. This will include financing key public goods and regulatory reforms—
such as strengthening agricultural value chains, upgrading standards and quality infrastructure, modernizing
customs and border management systems, reducing non-tariff barriers, and expanding trade finance and
risk-mitigation instruments—to lower investment risks, improve trade efficiency, and enhance export
competitiveness. WBG efforts will also focus on deepening Ethiopia’s integration into regional and global
markets.

The proposed CPF outcomes align with the IDA21 policy framework and will advance several IDA21
commitments, including adaptation and resilience policies, early childhood and adolescent support,
domestic capital markets development, resource mobilization, fiscal management, and agriculture for food
and nutrition security. These efforts are tailored to Ethiopia’s development context.

Private sector solutions supported under this CPF: IFC’s current portfolio in Ethiopia stands at
approximately US$376 million. IFC maintains a strong forward pipeline of over US$737 million largely
driven by renewable energy, telecom expansion, agribusiness, manufacturing, and hospitality projects. The
portfolio focus is on infrastructure (75 percent), primarily digital and telecom, followed by financial
institutions (11 percent), manufacturing, agribusiness, and services (7 percent), and collective investment
vehicles (6 percent). IFC’s ongoing advisory program, totaling US$41.4 million, focuses on agriculture,
financial sector development including access to finance and capital market development, and investment
generation. Over the CPF period, IFC aims to scale its operations and leverage ongoing WBG policy reform
initiatives and instruments to increase investments and maximize PCM, particularly in telecom, renewable
energy (M300)—Ileveraging public-private partnership solutions, agribusiness (AgriConnect),
manufacturing, financial services, and expand into new sectors such as pharmaceuticals (AIM2030) and
housing.

MIGA’s engagement in Ethiopia is expected to leverage the suite of instruments under the WBG Guarantee
Platform and closer collaboration with IFC and IBRD. MIGA’s portfolio in Ethiopia stood at US$1,032.5
million in gross outstanding exposure as of end-March 2026, consisting of four projects in the

° References to future IDA volumes are indicative. Actual Performance Based Allocation (PBA) volumes are determined annually at the
beginning of each fiscal year, based on (i) the total IDA resources available for the FY; (ii) the number of IDA-eligible countries; (iii) the
respective country’s performance rating, gross national income (GNI) per capita, and population; and (iv) the performance and allocation
parameters of other IDA borrowers.

Official Use Only 11



manufacturing sector and one project in infrastructure. In the manufacturing sector, MIGA issued three
separate guarantees to Turaco to cover for its equity investments and shareholder loans into Health Care
Food Manufacturers Share Company (HCFM) and ZAK Ethiopia Manufacturing and Trading PLC (ZAK),
as well as for its equity investment in Articrafts Private Limited Company. This covers investments
including an edible seed-oil refining facility and laundry soap and detergent manufacturing and the
development of a 200 tons per day solvent extraction plant. An earlier guarantee in this sector covers the
equity investment into the Alvima Imseport and Export PLC, a project establishing a flour processing and
pasta manufacturing plant that produces flour as well as high-quality pasta products. In 2023, MIGA
provided a guarantee of US$1 billion to cover the equity investments of Safaricom to support the
construction and operation of Safaricom Ethiopia’s greenfield telecommunications network across
Ethiopia, leading to more affordable internet, reliable mobile connectivity and technology access for people
and businesses in the country. This was alongside IFC’s equity investment in the same entity.

Knowledge and advisory services will underpin all CPF outcomes, drawing on the WBG’s role as a
global Knowledge Bank to bring international experience, cross-country lessons, and robust analytics to
Ethiopia’s reform agenda. The CPF will adopt a strategic and demand-driven knowledge approach that
integrates global expertise supporting reform sequencing, institutional strengthening, and private sector
development. Selective and programmatic ASAs, core diagnostics, and thematic flagship reports will help
close critical evidence gaps, inform the design of lending operations, and strengthen implementation
capacity.

A Differentiated Approach

The CPF embeds a differentiated approach in Ethiopia to calibrate financing to its potential for lasting
development impact in line with the WBG’s Refreshed FCV Strategy. With due regard to the government’s
high commitment to reform through its Homegrown Economic Reform Agenda and policy progress on
social spending, climate action, refugee hosting, and strengthening institutions, the WBG expects to
continue providing financing at a scale and composition aligned with Ethiopia’s reform progress, country
performance, implementation capacity, and available resources. Should reform momentum stall, policy
frameworks weaken, and/or fragility challenges to the enabling environment rise, financing will be
calibrated to reformulate portfolio composition and/or objectives accordingly.

Looking ahead, if reform momentum is sustained and macroeconomic stability further strengthened,
Ethiopia could gradually transition toward blend status with access to IBRD resources. The current portfolio
is distributed across IPF (66 percent), DPF (15 percent), and PforR (19 percent).® As reforms take hold, this
distribution is expected to evolve, opening space for the introduction of more diverse and innovative
financing mechanisms.

In that context, additional financial instruments—including IBRD financing, financial intermediary funds
(FIFs), IBRD enclaves, and innovative mechanisms such as debt-for-development swaps—could further
expand the financing toolkit. Similarly, if new opportunities emerge to improve access or stability in
currently conflict-affected areas, and progress is made in addressing the drivers of fragility (Annex 3), the
portfolio would be expected to respond by providing more graduated programmatic support in recovery
contexts.

If/then criteria Potential calibrations
Reform momentum Choice of financing instruments and envelopes.
continues/increases and private sector | IBRD financing, FIFs, IBRD enclaves, and innovative
enabling environment enhanced mechanisms such as debt-for-development swap.

¢ IPF: Investment Project Financing; DPF: Development Policy Financing; PforR: Program for Results.
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If/then criteria Potential calibrations

Reform momentum decreases Slow down DPO financing, with greater emphasis on human
development outcomes.

Reduced fragility and improved Choice of financing instruments, programmatic pivots to

access to currently inaccessible areas | recovery in previously fragile areas, including more social

for project monitoring and cohesion and recovery operations. Additional attention will be

supervision given to prevention approaches to tackle emerging FCV risks

as they arise, scaling up financing to the jobs agenda and further
calibrating programs to support investments and reforms that
can contribute to mitigating emerging FCV risks.

Increased conflict or fragility Choice of financing instruments, greater selectivity to remain
engaged, consideration of alternative implementation
arrangements including third-party implementation (TPI) in
affected areas, and activation of crisis response toolkit
(CERCs,” others). Collaboration with partners will be
strengthened to protect development gains by delivering
services through local platforms, maintaining local institutions
and community infrastructure, and supporting MSMEs® as a
primary source of jobs. Greater attention to be given to social
cohesion and recovery response operations where opportunities
arise.

B. Relevant Implementation Issues

Given evolving contexts in parts of Ethiopia, the CPF will adopt an FCV-sensitive and adaptive
implementation approach in line with the WBG’s Refreshed FCV Strategy. The Refreshed FCV
Strategy calls for, among others, adopting differentiated approaches, anticipating risk better, working with
partners with complementary mandates, working as one WBG on the jobs agenda, and enhancing
operational toolkits, partnerships, knowledge, and talent. As fragility and security constraints may continue
to affect project implementation and supervision in certain areas of Ethiopia, the CPF will incorporate
differentiated programming modalities, partnerships, and enhanced risk monitoring, with security
considerations factored into site selection and implementation sequencing. The Annual Business Plan
process will support timely calibration of the WBG portfolio and engagement to respond to evolving
country context and localized security dimensions.

Spatial Differentiation

The WBG portfolio will adopt a spatially differentiated approach in conflict-affected areas of the country,
with greater focus in these areas on multisectoral operations, operations that apply community-driven
development models, those that support displaced and host communities, and shock-responsive operations.
Operations within the current portfolio, such as the rural and urban Productive Safety Nets and Jobs Project
(PSNP and UPSNJP), Response—Recovery—Resilience for Conflict-Affected Communities in Ethiopia
(3R4CACE), and Development Responses to Displacement Impacts Project (DRDIP), will continue to be
leveraged to support livelihoods, service delivery, inclusion, and social cohesion. In areas with severe
access and security constraints, infrastructure investments may be deferred. Furthermore, attention will be
given to areas transitioning from conflict to sequence faster and more robust recovery responses, where
conditions are conducive, including through enabling private investment. These efforts will be supported
by a geospatial dashboard to enhance project targeting, complementarities with partners and portfolio
coordination.

" CERC: Contingent Emergency Response Component.
8 MSMEs: Micro, small, and medium enterprises.
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Third party implementers (TPI) would be considered in exceptional circumstances, such as acute conflict,
disaster, or political crisis, where access, security, or implementation constraints limit the effective delivery
of development responses through standard arrangements. Attention will be given to applying good
practices and lessons from experiences with TPI across the World Bank and in Ethiopia during the 2020—
2022 conflict.

Risk Monitoring and Adaptation

Implementation will also be underpinned by operational flexibility to respond to evolving contextual
circumstances including the pace and depth of macroeconomic reform implementation. The WBG will also
focus on making strategic use of operational flexibilities and its Crisis Preparedness and Response Toolkit
in project designs to better adapt to changes in the operating environment.

Geospatial tools, including the Geo-Enabling Initiative for Monitoring and Supervision (GEMS), will be
leveraged to support remote monitoring and real-time tracking of World Bank-financed interventions.
Where appropriate, the World Bank will use third-party monitoring (TPM) arrangements to ensure
continuity of delivery and oversight. Design of TPM terms of reference (TORs) will apply lessons learned
from TPM experiences in the World Bank and in Ethiopia, with due regard to ongoing corporate efforts to
streamline TPM procurements and achieve economies of scale through pre-qualification of TPM service
providers by region.

C. Business Planning Process

Annual business planning discussions with the Government of Ethiopia (GOE), in coordination with
development partners and informed by structured consultations with private sector stakeholders, will guide
pipeline development, analytical work, and advisory services under the CPF. The WBG country team will
use the CPF Results Framework as a management tool linked to regular portfolio reviews to track progress,
refine priorities, and adjust programming as needed. These business planning exercises will align closely
with the GOE’s reform agenda and sector strategies, providing an opportunity to assess progress toward
results, reassess risks—particularly in a dynamic FCV environment—and recalibrate the pipeline in
response to emerging challenges or opportunities. Analytics on fragility, risk, and resilience will also inform
business planning in line with the WBG’s Refreshed FCV Strategy. Development partners will be engaged
in the planning process to identify opportunities for co-financing, parallel financing, and coordinated policy
support from the outset. The first such planning cycle is expected to take place in FY27.

Partner Contributions to CPF Outcomes and Indicators

During CPF consultations with partners in the Development Partners Group (DPG), partners emphasized
that amid shrinking official development assistance (ODA) envelopes, there is a need for prioritization,
complementarity, and better coordination to avoid duplication and improve alignment. This CPF will
continue to leverage strong partnerships with development partners to enhance development impact,
including through co-financing and parallel financing arrangements. Partnerships will support delivery
across CPF outcomes and reinforce key WBG strategic initiatives in Ethiopia, including Mission 300,
AIM2030, AgriConnect, and the WBG’s Water Strategy. The WBG will work closely with key partners
such as AFD, African Development Bank (AfDB), FCDO, IFAD, and KfW to maximize complementarities,
avoid duplication, and scale impact.

Currently, approximately 6 percent of the Ethiopia national portfolio is co-financed through trust funds, and
this share is expected to increase over the CPF period as opportunities for joint financing and coordinated
policy engagement expand.
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CPF Outcomes

CPF Indicators

Key Partners (Complementarity and Selectivity)

Outcome 1 - Capable
Institutions for Jobs
and Growth

o TJax revenue as a
share of GDP

o Share of federal
capital projects in
priority service
delivery sectors
subject to formal
economic appraisal
and selection
criteria

Tax revenue: The World Bank works closely with partners to support Ethiopia’s domestic revenue
mobilization efforts, including the International Monetary Fund (IMF), FCDO, KfW, and AFD. World
Bank engagement on tax reform is closely aligned with IMF diagnostics and policy advice, while
coordination with bilateral partners focuses on strengthening tax administration capacity and advancing
tax digitization. The World Bank is not engaged in supporting amendments to the income tax law,
which are led by the IMF. Instead, the World Bank fills a gap by focusing on core tax administration
reforms, including compliance management, digital systems, risk-based enforcement, and measures to
strengthen transparency and voluntary compliance.

Share of federal capital projects subject to formal economic appraisal and selection: Partner
engagement in public investment appraisal and selection is limited. The World Bank has stepped in to
fill this gap through Trust Fund-supported technical assistance, supporting the application of formal
economic appraisal and selection criteria for federal capital projects in priority service delivery sectors.
Going forward, AFD has indicated potential complementary engagement through its forthcoming
public financial management (PFM) reform project, including climate tagging of public investments
and regional capacity development.

Social Protection and Jobs: The World Bank will continue to anchor Ethiopia’s flagship safety net
systems (PSNP and UPSNJP) as integrated platforms for resilience, jobs, and human capital, reaching
over 10 million beneficiaries. A coalition of 13 development partners (Austrian Development Agency,
Global Affairs Canada, Danish International Development Agency, Government of Ireland [Irish Aid],
FCDO, Gates Foundation, German Federal Ministry for Economic Cooperation and Development
[BMZ], Embassy of the Kingdom of the Netherlands, Royal Norwegian Embassy, Swedish
International Development Cooperation Agency, UNICEF,” World Food Programme) provide
coordinated financing and technical support to PSNP, with Global Affairs Canada, Denmark, and
PROSPECTS supporting UPSNJP. The World Bank focuses on system design, financing, and platform
integration, while partners contribute specialized technical support and co-financing. Complementarity
will be strengthened through collaboration across Global Practices and with the Africa Gender
Innovation Lab to expand livelihoods, value chains, and women’s economic empowerment, alongside
IFC engagement to deepen financial inclusion and private sector linkages.

9 UNICEF: United Nations Children’s Fund.
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CPF Outcomes

CPF Indicators

Key Partners (Complementarity and Selectivity)

Outcome 2 - Private
Sector-Led Job
Creation

Private Capital
Mobilized (PCM)
More and better-
paid jobs

The WBG will deepen collaboration with the African Union (mobilizing public sector commitment and
policy dialogue) and AfDB (co-financing) to boost local manufacturing of pharmaceuticals
(AIM2030), increasing access to energy (M300) and increasing agriculture productivity
(AgriConnect).

AgriConnect: There is a major gap in creating an enabling environment and addressing policy
constraints; other gaps remain in market linkages, digital advisory services, agribusiness development,
and integration of nutrition into agriculture. Through AgriConnect, the WBG intends to address these
gaps by connecting farmers to markets, finance, and innovation, and to support jobs, resilience, and
improved nutrition outcomes by strengthening value chains and private sector participation. The GOE
and key partners, including the Food and Agriculture Organization; World Food Programme;
International Fund for Agricultural Development; Governments of Netherlands, Canada, and Germany;
European Union (EU); and under AgriConnect, additional actors such as the International Labour
Organization (ILO), regional governments, private sector, and agribusiness platforms. In Ethiopia,
AgriConnect engagement includes digital agribusiness hubs and ecosystem approaches that link
farmers to markets, finance, and advisory services, particularly in value chains such as horticulture and
livestock.

IFC, through the Multi Donor Initiative Platform, will collaborate with development partners to
improve the business climate to advance private sector investments, expand access to finance and
promote sustainable business practices. This includes Sida, AFD, FCDO, The Netherlands Embassy,
Canadian Embassy, Gates Foundation, The Italian Agency for Development Cooperation (AICS), and
Norfund. IFC will create and deepen new collaborations with other development partners to increase
investments through co-financing, blended finance, and de-risking solutions. IFC will engage with
Mastercard Foundation, BII, EIB, FMO, GIZ, and other development partners for this purpose.

QOutcome 3 - Stronger

Foundations for
Learning and SKkills
for Jobs

Percentage of
children who
cannot read by end-
of-primary-school
age

Percentage of youth
not in education,

The World Bank works closely with development partners to support the education and skills agenda
through financing, policy dialogue, and technical coordination. In basic education, the World Bank
collaborates with and receives co-financing from Finland, Norway, the United Kingdom, and UNICEEF,
and through the PROSPECTS partnership funded by the Netherlands and implemented with ILO,
UNHCR,'? and UNICEF. In this area—particularly foundational learning—the World Bank serves as
the main platform for partner coordination, where most external assistance to the sector is concentrated.
By contrast, the World Bank does not seek to expand its engagement in foundational learning, where
partner presence is already strong, and its role is focused on coordination and effective delivery. In

" UNHCR: United Nations High Commissioner for Refugees.
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CPF Outcomes CPF Indicators Key Partners (Complementarity and Selectivity)
employment, or skills development, including TVET, the World Bank collaborates with partners such as ILO and GIZ,
training although overall partner support remains limited and there is no current co-financing. Significant gaps

in partner coverage persist in upper primary and secondary education, where unmet needs remain large;
The proposed AF to ETOL would help address part of this gap by shifting World Bank support toward
these levels. Partner engagement is also limited in higher education despite ongoing reforms; while the
World Bank is not providing direct operational financing in this area, it supports the reform agenda
through targeted technical assistance.

Outcome 4 -
Strengthened Health
and Nutrition for All

e People receiving
quality health,
nutrition, and
population services

e People with
strengthened food
and nutrition
security

o Displaced people
and people in host
communities
provided with
services and
livelihoods

Health: The World Bank works closely with the Ministries of Health and Finance, development
partners, civil society, and the private sector under the National Health Compact. This multi-
stakeholder platform is designed to accelerate progress toward Universal Health Care (UHC) by 2030
through a nationally anchored reform framework and a co-financing model. The World Bank works
closely with FCDO, the United States Government (USG), the Netherlands, Irish Aid, UN agencies,
the Gates Foundation (GF), the Susan Thompson Buffett Foundation (STBF), the Global Fund to Fight
AIDS, Tuberculosis and Malaria (GF ATM) and Gavi, the Vaccine Alliance. Within this framework,
the World Bank focuses on strengthening primary health care systems; advancing health financing and
insurance reforms; supporting digital transformation; and mobilizing private sector investment in
pharmaceuticals, service delivery, and health infrastructure, while aligning health investments with
broader human capital and economic reforms.

WASH: The World Bank will continue to support Ethiopia’s water sector through the One WASH
National Program (OWNP), a government-led, sector-wide platform that integrates rural, urban,
climate resilience, and institutional WASH. While partners focus on specific areas (for example,
Denmark on rural water, AFD on urban WASH, FCDO on climate resilience), the World Bank
maintains comprehensive engagement to address system-wide constraints and ensure coherence.
Through the pooled Consolidated WASH Account (CWA), the World Bank leverages significant
partner financing—over US$1.1 billion mobilized since 2014—and has supported access to water and
sanitation for over 20 million people. This approach will continue under CWA Phase 111, aligned with
Ethiopia’s WaSH PACT, with the World Bank playing a catalytic role alongside partners—with
possible significant financing contributions from the Netherlands, Denmark, and the AfDB.

Agriculture: Where partners are already strongly engaged, such as food assistance, input distribution,
and traditional extension, the World Bank plays a complementary role focused on policy, systems
strengthening, and scaling solutions. However, in times of crisis, and if needed and requested, the
World Bank will support the work of partners through activation of CERC components within existing
operations.
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CPF Outcomes

CPF Indicators

Key Partners (Complementarity and Selectivity)

Cross-Cutting Area:

Infrastructure for
more, better, and
more resilient jobs

People provided
with access to
electricity

People that benefit
from improved
access to
sustainable
transport
infrastructure and
services

Average time
and/or cost to
export (origin to
Djibouti)

Transport: The World Bank is working with several key partners in areas of engagement and
complementarity. These include the Export-Import Bank of China, Korea Eximbank, and the AfDB on
the Expressway Development Support Project. The World Bank is also collaborating with the AfDB
and TradeMark East Africa on the Horn of Africa Addis—Djibouti Corridor Project, with engagement
in expressway development, logistics, and trade facilitation. In addition, the World Bank works
alongside bilateral partners—Germany, Canada, France, Ireland, and the United Kingdom—in logistics
and railways reform. There are areas where partners are already active and where the World Bank does
not engage, notably urban transport initiatives such as bus rapid transit (BRT) systems, which are
supported by AFD and the Global Green Growth Institute. The World Bank is stepping in to address
gaps in partner coverage, particularly in e-mobility in Addis Ababa and secondary cities.

Energy: The World Bank and AfDB are two of the most active development partners financing
projects, across the energy value chain. Power system infrastructure investments in specific projects
are primarily provided by AFD, EU, EIB, Korean Eximbank and other partners. The World Bank has
the most comprehensive energy sector dialogue covering technical assistance for sector reform and
institutional strengthening, and coordinates with specific efforts on energy access supported by
European partners including Denmark, Sweden, United Kingdom, Japan, among others, and
philanthropies, such as the Children’s Investment Fund Foundation (CIFF). Financing for distribution
systems and providing electricity access to last-mile population has been primarily supported by World
Bank projects. As part of M300 financing mobilization efforts, the World Bank team is engaging with
current partners and working to engage new partners (for example, AIIB, CDP) to raise the significant
resources needed for direct financing for last-mile connectivity toward the M300 target and the private
sector mobilization needed for investment in power system infrastructure for long-term sustainability.
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Risks to CPF and Planned Mitigation Measures

Risk Category Rating Description (if high or Substantial)

Political and High Political and governance risks remain elevated given Ethiopia’s recent

governance history of volatility, ongoing conflicts in some regions, and social
tensions in parts of the country. The potential for intensified conflict in
some regions may pose challenges to project implementation and
service delivery. To mitigate these risks, the CPF will incorporate
strengthened risk monitoring and adaptive programming approaches,
including TPI as appropriate. Enhanced supervision including the use
of third-party monitoring where needed, and the integration of security
considerations into operational planning will further help sustain
implementation. The WBG will continue to maintain dialogue with the
GOE authorities on peace and security and enhanced environment to
ensure service delivery and support across all regions.

Macroeconomic | Substantial | Macroeconomic risks remain significant, although the reform program
launched in July 2024 has contributed to improved stabilization. Key
risks include delays in structural reforms, renewed external price or
financing shocks, conflict-related disruption to production and trade,
pressures on inflation, foreign exchange availability, and public
finances. These risks are mitigated through continued policy
engagement under a series of DPOs, strong government ownership of
the reform agenda, and close coordination between the World Bank and
the IMF to support macroeconomic stabilization and structural reform
implementation.

Sector Moderate | n.a.

strategies and

policies

Technical Low n.a.

design

Institutional Substantial | Institutional capacity for implementation varies widely across sectors

capacity for and at the regional level. Capacity gaps remain in procurement,

implementation financial management, and environmental and social risk management,
and increasing the risk that CPF outcomes are not achieved. These risks will
sustainability continue to be mitigated by cascaded and targeted client capacity

building in these critical areas especially at the woreda level;
implementation of Funds Chain across the portfolio will help further
strengthen fiduciary functions and value for money. Financial
management capacity building, strengthened documentation controls,
enhanced audit follow-up mechanisms, and standardization of Interim
Financial Report processes will further enhance capacity across sectors.
Procurement mitigation measures will be strengthened, including
aggregation of similar small works and goods to reduce costs.
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Risk Category

Rating

Description (if high or Substantial)

Fiduciary

Substantial

Fiduciary risks remain elevated, particularly at the regional and woreda
levels, due to weak procurement and contract management capacity,
limited financial management oversight, and shortages of qualified
staff. To mitigate these risks, the CPF will prioritize sustained capacity-
building efforts, including regular procurement and financial
management training with a strong focus on regions. Enhanced
implementation support will be provided, including close supervision
and, where appropriate, leveraging Hands-on Expanded
Implementation Support modalities. In addition, the pilot rollout of the
Funds Chain system to enable end-to-end tracking of expenditures will
be further scaled up across the portfolio as lessons are consolidated.

Environment
and social

Substantial

Environmental and social risks remain substantial, particularly for
infrastructure investments and operations that involve land acquisition
or resettlement. Operations in conflict-affected and insecure areas face
additional risks related to stakeholder engagement, access constraints,
and grievance management. Institutional capacity for environmental
and social risk management—especially at the regional and woreda
levels—remains uneven and will require sustained strengthening to
ensure effective implementation of the Environmental and Social
Framework. The CPF will emphasize enhanced supervision, including
leveraging HEIS where appropriate, strengthened grievance redress
mechanisms, inclusive stakeholder engagement, and targeted capacity-
building at the regional and woreda levels. Mitigation measures will
include structured training programs, collaboration with local
academic institutions, and other capacity-enhancing initiatives to
improve compliance, monitoring, and reporting. Special attention will
be given to ensuring that underserved and vulnerable groups benefit
equitably from CPF-supported operations.

Stakeholders

Moderate

n.a.

Overall

Substantial
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