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1. Macroeconomic Trends 

 

Ethiopia’s economy continue to register strong and robust growth. The real GDP grew by 10.3 

percent in 2013/14, showing growth acceleration compared to 9.7 in 2012/13 and 8.8 percent in 

2011/12. The share of services and industry sectors in the economy is increasing in contrast to 

that of agriculture which is declining. For example, in 2013/14 the shares of services, agriculture 

and industry stand at 46 percent, 40 percent and 14 percent, respectively, in contrast to 45 

percent, 43 percent and 12 percent, respectively, in the preceding year. The annual growth in the 

industry sector was quite significant (21.2 percent) mainly driven by exuberant performance in 

the construction sub- sector. Growth rates of the agriculture and service sectors were estimated 

to be 5.4 percent and 11.9 percent respectively. Concerning the sectors contribution to the 10.3 

percent real GDP growth, 5.3 percentage points (51.5 percent) is attributable to the service 

sector, 2.7 percentage points (26.2 percent) to the industry sector and 2.3 percentage points 

(22.3 percent) to the agriculture sector. 

       
Source: MoFED, National Accounts                                                              Source: MoFED, National Accounts  

 

With regard to sources of the growth, the economy still depends on very few subsectors. For 

instance, 64 percent of the real GDP growth is contributed by three sub-sectors, namely, crop 
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production, construction and wholesale and retail trade. The share of manufacturing sector in 

total GDP remains low at 4.4 percent. This indicates that the structural transformation is very 

slow; agriculture still takes the lion’s share (73 percent) in terms of employment followed by 

service sector (20 percent) and industry (7 percent). The employment in the service sector 

increased from 13.3 percent in 2005 and to 20 percent in 2013, while the share of the sector in 

total production increased from 38 percent to 45 percent in the same period. 

On the expenditure side, the share of private consumption expenditure has declined from 72.5 

percent in2012/13 to 69.5 percent resulting in the increase of the share of gross domestic savings 

from 19.2 percent to 22.5 percent in the same period. This could be attributable to the efforts 

geared towards introducing different saving instruments such as bonds and savings for housing 

scheme. 

 

2. Prices 

Inflation continued to be contained in single digit range.  By end of the first quarter of 2014/15 

inflation was lowest since April 2013. Year-on-year Inflation was 5.4 by at the end of October 

2014 which is a significant decline compared to its level in the same period last year of 8.5 

percent. The major decline in inflation is observed in food and non-alcoholic beverages category 

which decreased from 7.8 percent to 2.9 percent over the same period. Non-food inflation 

decreased only moderately from 9.1 percent in October 2013 to 8.3 percent in October 2014. 

Inflation in Ethiopia is mainly determined by the agricultural production, as food and beverage 

category takes 53 percent of the household expenditure. In addition, the high import 

dependence of the economy that Ethiopia is importing essential intermediate inputs, capital 

goods, fuel and raw materials made the country prone to imported inflation. Accordingly, good 

harvest and favorable price conditions mainly in Ethiopia’s trading partners have helped the 

inflation to remain in single digit, besides the coordinated fiscal and monetary policy efforts. 
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Source: Central Statistical Agency                                                                               Source: National Bank of Ethiopia 

 

Ethiopia pursues a managed-floating exchange rate regime where by the movement in exchange 

rate is controlled, however, the exchange rate of birr against the US dollar continued to 

moderately depreciate.  The exchange rate of Birr against US dollar reached 19.82 by end of the 

first quarter of 2014/15 depicting 5.46 percent annual depreciation. In spite of continued 

depreciation of the birr and relatively low inflation this year, the real effective exchange rate is 

estimated to be overvalued by 10-13 percent (IMF 2014). The central bank pursues gradual 

adjustment of exchange rate to protect the economy from increases in import payments given 

the current structure of foreign trade. 

 

 

Average saving interest rate remained unchanged at around 5.4 percent just a little above 5 

percent the minimum (floor) rate set by the central bank while average Lending rate was 11.8 

percent. Bond yields and Treasury bill rates remained low at 3.67 percent and 1.26 percent 

respectively. 

 

3. Credit 

Outstanding bank credit to the economy reached Birr 172.4 billion at the end of the first quarter 

of 2014/15, posting 15.8 percent annual growth compared to birr 148.9 billion last year same 

period.   Out of the total bank credit 76.7 percent went to private sector and cooperatives 
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Figure 2.1: Trends in Annual Inflation
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indicating state enterprises and the central government mobilize resources from bond issuances. 

The total outstanding credit including bonds sums up to Birr 286.69 billion in the same period. 

Accordingly, domestic credit to private sector as percent of GDP is still very low at 12.6 percent 

in the first quarter of 2014/15. 

 

Source: National Bank of Ethiopia 

 

4. Government Finance 

In 2013/14, the general government collection totaled 146.2 billion birr from domestic sources; 

91 percent is from tax revenue. The tax revenue has increased by 24 percent compared to the 

previous year. Tis good performance is attributed to the continued improvement in tax base 

coupled with increased economic activities. The share of tax in total government revenue 

increased from 65 percent in 2009/10 to 84 percent in 2013/14 (figure 4.2). The increase in Tax 

to GDP ratio is however, very sluggish and only moved from 12.4 percent to 12.7 percent, in 

single year, even though the plan was to raise it to 13.3 percent in 2013/14. 

 

The total government expenditure reached 185.5 billion birr in 2013/14 registering 20 percent 

annual increase.   As a result total budget deficit as a percentage of GDP increased to 2.6 percent 

in 2013/14 in contrast to 1.9 percent previous year. The budgetary focus on capital expenditure 

and pro-poor sectors has continued to prevail. Hence 58 percent of the total expenditure was on 

capital expenditure, 23.5 percent of which is financed through external loan and external 

assistance. The road construction still takes the highest share (35.5 percent) of the capital 
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expenditure followed by education (17 percent) and agriculture (12 percent). Also, the poverty- 

targeted expenditure has increased by 17.6 percent between 2012/13 and 2013/14 to reach 

126.8 billion birr, which is 12 percent of GDP and 68 percent of total expenditure. 

 

     

Source: MoFED                                                                                                           Source: MoFED 

 

 

5. External Public Debt 

Outstanding external public debt reached US$ 14 billion at the close of 2013/14. Since the GDP 

is also growing fast the debt to GDP ratio remains at a low risk level of 25.5 percent. However, 

according to IMF’s debt sustainability analysis, Ethiopia is in a border line of low and moderate 

risk of debt distress (IMF 2014). The share of public enterprises in the total external debt 

increased from 34.4 percent in 2009/10 to 39.9 percent in 2013/14. Majority of their debt is also 

non-government guaranteed. Besides, over 50 percent of the public enterprises external debt is 

held by private creditors particularly commercial banks which implies improved access to the 

international financial market. 

 

Looking at the trend by creditor type and terms, multilaterals remained the main debt holders, 

loan from the multilateral organizations is all concessional since 2012/13. On the other hand, the 

share of bilateral creditors has been increasing since 2011/12 (25.7 percent) and reached 32.2 

percent in 2013/14. Private creditors (banks and suppliers) are the sole lenders to the non- 
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Figure 4.1: Government Revenue and Expenditure
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government guaranteed public enterprises currently accounting for 24 percent of the total 

external debt outstanding. 

 

 

Source: MoFED, Quarterly Debt Statistics 

                                                                                           

6. Foreign Trade 

In 2013/14, Ethiopia’s merchandize exports valued at USD 3.25 billion 5.6 percent higher 

compared to US$ 3.15 billion in 2011/12. The increase in this year’s export was mainly the result 

of increase in export of oilseeds by US$208 million, in turn resulting from increased export 

volume.    Other major exports like coffee and gold suffered declines of 4.3 and 21.2 percent 

respectively due to decline in the prices of the commodities. In the same period, merchandise 

imports increased by 19.7 percent to reach US$ 13.7 billion compared to the preceding year. The 

major imports are capital goods (32 percent) mainly industrial goods (23.7 percent); consumer 

goods 27.9 percent (of which 17 percent is non-durables); fuel (18.5 percent) and semi-finished 

goods 15.3 percent. As a result, the trade deficit has widened by 24 percent to reach US$10.4 

billion in 2013/14 in contrast to US$ 8.4 billion in 2012/13. Looking at the trend over the last 

three years exports grew by 6 percent on average annually while the growth in imports was 19 

percent. 

0

10

20

30

0

5000

10000

15000

2009/10 2010/11 2011/12 2012/13 2013/14

P
er

ce
n

t

M
ill

io
n

 U
SD

Figure 5.1: Public Sector External Debt 

Central Government Public Enterprises External Debt/GDP ratio (secondary axis)



7 
 
 

 
Source: National Bank of Ethiopia 

 

Ethiopia’s foreign trade continued to be primary commodity export and capital goods import 

dominated as export diversification is at very low stage and there is a growing and high import 

demand because of investment in infrastructure and different construction activities. Figure 6.2 

shows the average share of the major commodities in export revenue. Comparing the average 

for the periods between 2004/05-2008/09 and 2009/10-2013/14, there is no significant change 

in terms of the structure of the main export items. Coffee is still the leading export items though 

its average share slightly declined from 35 percent 30 percent in the period under review. On the 

other hand, contribution of gold, flower and live animals have increased in the recent past five 

years. 

 
Source: Calculated based on National Bank of Ethiopia 

 

The observed trends were both the result of fluctuations in international commodity prices and 

export volumes as well. For the major export commodities such as Coffee, pulses and oilseeds 

there have been rise and falls in the volume of exports (figure 6.3) in addition to the fluctuations 

in prices (figure 6.4). Export diversification has been very low as those 10 (9 of them primary 
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commodities) export items contributed more than 90 percent of the export revenue in both 

periods. However, Leather and leather products industry stand out to be important and 

promising because it is one of very few sectors that export semi-processed and manufactured 

goods and earning from the sector has remarkably increased over the past five years (by 14 

percent on average annually). There is a need to work on increasing the volume and quality of 

exports of this sub-sector as the international prices are mostly favorable. 

 

 
 

Source: National Bank of Ethiopia                                                                        Source: National Bank of Ethiopia 

 

 

7. Social Sector Development 

The development in the social sector is being supported by the remarkable economic growth, 

increased public expenditure on the pro-poor sectors and targeted programs supported by 

development partners. Some of these programs include pension, food security programme, and 

provision of basic social services, national nutrition programme, support to vulnerable children, 

health insurance, disaster risk management, and support to persons with disabilities, support to 

older persons, urban housing and grain subsidies, employment promotion and community based 

social support.1  

However, with regard to social protection gaps in policy framework, finance, design and 

implementation of programs and institutional arrangement and coordination have limited the 

                                                           
1 National Social Protection Policy of Ethiopia (draft). MoLSA (2012) 
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coverage and quality of services provided. (MoLSA, 2012) To this end, the government of Ethiopia 

has recently adopted a national social security policy. The implementation of this policy is 

geared towards addressing   those gaps and pave the way for social cohesion, more inclusive 

and equitable socio-economic development. 
 

The outlook for the achievement of the MDGs remains bright. Budgetary support provided to 

regional governments, since 2011/12, to finance projects that are believed to accelerate the 

achievement of MDG targets have been remarkable. Accordingly, the percentage of total budget 

allocated in the health sector at regional level increased to 10.3 percent in 2013/14 from 9.7 

percent in 2012/13.2  

 

According to a report by the Ministry of Health there has  been significant progress in health 

service  delivery  and  quality  of  care, health  infrastructure and  governance  in the sector  in 

2013/14. This is true with  regard to maternal care; antenatal care (ANC) coverage (at least one 

visit) increased from 97.4 percent in 2012/13 to 98.1 percent in 2013/14, postnatal care (PNC) 

coverage  increased  from  50.5  percent  to  66.2  percent,  while the  percentage  of  deliveries 

attended by skilled health personnel increased from 23.1 percent to 40.9 percent in the same 

period. This accelerates the achievement of MDG5 related to maternal health. However, the 

report also indicated the budget allocation is still below the sector requirements for delivering 

quality care calling for enhanced implementation of Health care finance reform and expansion of 

pre-payment schemes, such as community and social health insurance, as well as additional funds 

from different sources. (MoH, 2013/14) 

                                                           
2 HSDP IV, Annual performance Report. MoH (2013/14) 


