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Ethiopia

Ethiopia’s economic landscape has undergone a significant
transformation over the past decade, driven by the govern-
ment's reform program aimed at shifting to a more pri-
vate-sector-led growth model. Ethiopia is described as a
country with a robust growth trajectory, tripling its 2011 GDP
per capita of US$350 to over US$925 a decade later, and
aspiring to achieve middle-income status by 2025 (the lower
level of which is a GDP of US$1,086 per capita). In recent
years, however, Ethiopia has faced new challenges, such as
civil war, COVID-19, and various international conflicts,
which have slowed the country’s growth. According to the
EQx2024, Ethiopia is doing less well than in previous years.
Overall, Ethiopia’s position in the EQx has fallen this year
(rank #119 in 2024, down from rank #101 in 2023). This
deterioration is the result of a drop in its rankings in each of
the four Index Areas. In terms of Political Power, it still does
reasonably well (i, rank #99), but saw its Political Value drop
precipitously (iii, rank #140 in 2024, down from rank #133
in 2023), meaning that the political elite has recently become
more exiractive and lost its willingness or ability to engage in
inclusive reforms. Economic Power is stable (ii, rank #79),
while Economic Value has suffered a drastic fall (iv, rank
#103 in 2024, down from rank #92 in 2023).

Fiscal discipline has been one of the defining characteristics of
Ethiopia’s recent economic achievements. The IMF has recog-
nized Ethiopia’s efforts to reduce its Government debt as a %
of GDP from 54% in 2021 to 31.2% in the EQx2024 (DBT,
iii.9, rank #47). This fiscal prudence, combined with an em-
phasis on debt management, has placed Ethiopia in a favor-
able position relative to its regional counterparts. Additionally,
Ethiopia has been dealing harshly with Political corruption
through the legislative implementation of strict anti-corruption

policies (COR, i.1, rank #74).

However, key challenges remain. Government revenues have
declined and Inflation (DO, iv.11, rank #134), while some-
what contained, remains a concern. In addition, economic
forecasts indicate that external pressures, such as the conse-
quences of the war between Russia and Ukraine, could damp-
en growth prospects in sub-Saharan Africa, including Ethiopia.

The quality of Ethiopia’s elite has evolved significantly in line
with these developments. The government's “Vision 2025”
aims to develop Ethiopia’s economy through strategic FDI
(FDS, iv.10, rank #94, and FDD, iv.10, rank #42), increasing
export earnings through Economic globalization (EGL, iv.10,
rank #144), and improving the quadlity of life, for example,
through better food security (FSQ, ii.7, rank #84) for its citi-
zens. To this end, the focus is on political stability, economic
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reforms, and the creation of a business environment that is
conducive to innovation in agriculture, manufacturing and ser-
vices. Despite its impressive recent growth spurt, Ethiopia still
faces challenges related to the centralization of Political Power
(OPG i.1, rank #120), which in a multi-ethnic state (with over
80 languages spoken) could impact on its ambition to foster a
diversified and resilient economy. Nevertheless, the country
has already demonstrated significant progress in areas such
as the Global Slavery Index (GSl, i.3, rank #86), Government
support for entrepreneurship (GSE, ii.6, rank #35) and
Government education expenditure (GEE, iii.7, rank #87).

In order to be able to maintain its growth trajectory, Ethiopia
needs to strike a balance between state initiatives and the dy-
namism of a market economy. The government's national eco-
nomic reform program and ten-year development plan focus
on privatizing key sectors like telecoms, power, logistics and
transport, improving financial services and access to capital,
and encouraging FDI.

In conclusion, Ethiopia’s economic future looks promising, pro-
vided that reforms continue, public finances are strategically
managed, and an enabling environment is fostered for the pri-
vate sector. If it succeeds in doing so, Ethiopia could become a
major player on the African continent, with an elite whose
quality matches its economic aspirations.

Mounir Hassen,
Student in the M.A on Business Innovation,
University of St.Gallen, Switzerland
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