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Overview

This Country Program Evaluation assesses the World Bank Group’s sup-

port to Ethiopia from FY 2013 to FY23. The evaluation aims to inform the Bank 
Group’s ongoing engagement in Ethiopia and the next Country Partnership 
Framework expected in FY26. The evaluation covers two Bank Group strategies 
and two government administrations, divided into three periods: the first period, 
from FY13 to FY18, witnessed high economic growth with increasing macroeco-
nomic imbalances, while political unrest gradually increased; the second period, 
from FY19 to FY20, was characterized by government-led openness to economic 
reforms; and the third period of conflict and economic crises, from FY21 to FY23, 
disrupted this openness to economic reforms. 

The Bank Group’s country engagement demonstrated resilience in a chang-
ing context, achieving important outcomes. This evaluation finds that the 
Bank Group supported notable progress in climate resilience, agricultur-
al productivity, and sustainable land management. The Bank Group also 
adapted to differing challenges in the aforementioned periods—notably, 
in the first period, the Bank Group and the government had different 
diagnoses and recommended divergent responses to address growing 
macroeconomic imbalances; during the second period, there was more 
alignment around policy reform openings, particularly on the role of the 
private sector and macroeconomic policies; and the focus then shifted to 
mitigating development risks from the conflict in Tigray and other regions 
and managing the economic crisis. 

The Bank Group adopted a pragmatic approach by collaborating with the 
government on mutually agreeable areas, although some transformative 
reforms did not materialize as expected. When reform openings arose, the 
Bank Group quickly adapted to support government programs, such as 
private sector support in the second period. The Bank Group also tried to 
address humanitarian challenges in Tigray by shifting to third-party imple-
mentation and monitoring, although these methods were often ineffective. 
The Bank Group was less effective in engaging and mitigating risks in other 
parts of the program, particularly in areas identified as transformational, 
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such as macroeconomic and private sector reforms, for which consensus was 
not reached for most of the evaluation period.

Context

Ethiopia experienced high growth in the early part of the evaluation period, 
but macroeconomic imbalances increased. Ethiopia’s economic model includ-
ed maintaining real negative interest rates, using monetary financing for fiscal 
deficits, and directing credit and foreign exchange to state-owned enterprises 
(SOEs), which often oversaw large capital investments. An overvalued exchange 
rate helped reduce the cost of capital imports but posed challenges for external 
competitiveness and domestic resource allocation. While this approach initially 
contributed to strong economic growth and poverty reduction, macroeconomic 
imbalances emerged and created challenges for private sector development—
specifically, inflation rose, private investment and external competitiveness 
weakened, and fiscal and external buffers were reduced. Ethiopia’s risk of ex-
ternal debt distress increased from low in 2011 to high risk by 2017 because of 
continued nonconcessional borrowing (World Bank and IMF 2019), notably by 
SOEs; a deterioration in export-related indicators; and shocks, including drought 
and increasing political uncertainty.

After a political change in 2018, the new government announced reforms as part 
of its Homegrown Economic Reform Agenda. These reforms aimed to address 
macrofinancial and macrofiscal stability, enhance the role of the private sector, 
and unlock growth in specific sectors, including agriculture and manufacturing. 
The authorities announced policies aimed at both strengthening the role of the 
private sector in driving growth and restoring public finances, including by en-
couraging foreign direct investment and public-private partnerships to partially 
privatize key SOEs. However, the COVID-19 pandemic, outbreak of the Tigray 
conflict, and ensuing economic crises, including price shocks due to Russia’s 
invasion of Ukraine, slowed the reform momentum.

Ethiopia witnessed increasing political unrest, multiple armed conflicts, 
and shocks after 2020 that affected Bank Group engagement. Most notable, 
the two-year Tigray conflict, from November 2020 to November 2022,1 
resulted in Ethiopia accounting for more than 59 percent of all battle-related 
deaths worldwide in 2022 (World Bank 2024d). The conflict also caused 
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unprecedented internal displacement, with 5.1 million people displaced in 
2021 (IDMC 2025). High-intensity conflict ended in late 2022, but fighting 
continued in Amhara and Oromia, Ethiopia’s most populous regions. As 
a result, Ethiopia’s rankings on peace and fragility indexes fell over the 
evaluation period, and in FY22, Ethiopia was added to the Bank Group’s list of 
fragile and conflict-affected situations. Ethiopia experienced several shocks, 
including the beginning of the COVID-19 pandemic and locust infestations 
(figure O.1). This period also included an economic crisis, with growth slowing, 
inflation climbing to more than 20 percent, and foreign exchange shortages 
worsening until the country missed a Eurobond interest payment in December 
2023, when Ethiopia was declared to be in debt distress.

Economic crisis and increasing conflict contributed to the reversal of some 
notable gains in human capital development and poverty eradication. From 
2016 to 2021, poverty increased in urban areas from 16 percent to 19 percent 
and in rural areas from 27 percent to 37 percent (World Bank 2024l). Severe 
food insecurity also increased from less than 15 percent of the population 
between 2014 and 2019 to about 20 percent between 2021 and 2023 (FAO 
2024). Human capital indicators followed similar trends, as governance indi-
cators worsened on government effectiveness and the rule of law.2
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Figure O.1. �Timeline of Selected Events in Ethiopia and International 

Development Association New and Total Commitments by 

Fiscal Year
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Year

IPF PforR DPF Total commitments

Period of increasing 
macroeconomic imbalances

Period of 
reform

Period of conflict and 
economic crisis

FY13–16 CPS No 
strategy 

No 
strategy 

FY18–22 CPF

Growth and 
Transformation Plan I

Growth and 
Transformation Plan II

Homegrown Economic 
Reform Agenda

Moderate risk 
of debt 

distress (FY15)

Drought 
(2015)

High risk of 
debt distress 

(FY18)

New prime 
minister 

(April 2018)

Locust 
upsurge 

(2020)

COVID-19
(from 2020)

Ethiopia added to the 
World Bank Group 
FCS list� (July 2021)

Tigray conflict 
(November 2020– 
November 2022)

Continuing conflict 
in Amhara and 

Oromia (from FY23)

Prolonged drought (2020–23)
Source: Independent Evaluation Group.

Note: CPF = Country Partnership Framework; CPS = Country Partnership Strategy; DPF = development 
policy financing; FCS = fragile and conflict-affected situations; IPF = investment project financing; PforR = 
Program-for-Results.

Evolution of the World Bank Group’s Engagement 
in Ethiopia

The Bank Group adapted to a context marked by significant changes and 
challenges, including a policy reform environment in flux, the COVID-19 
pandemic, a worsening economic crisis, and conflict. The Bank Group care-
fully nurtured a relationship with the government in the early period despite 
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differing diagnoses of the increasing macroeconomic imbalances. The Bank 
Group adopted a pragmatic approach to these challenges by collaborating 
with the government on mutually agreeable areas but was less effective in 
developing the engagement and mitigating risks to the program in critical 
macroeconomic and private sector areas, for which consensus on the diagnosis 
of the problems and potential reforms could not be reached. When a policy 
opening in these areas appeared in 2018, the Bank Group quickly prepared 
a budget support program to bolster the government’s reforms. This reform 
period was interrupted shortly after it began, as political uncertainty rose, 
and the World Bank then shifted to provide emergency COVID-19 and crisis 
support and increasing project disbursements, thereby demonstrating flexi-
bility and agility. This shift contrasted with some other development partners 
that reduced funding. The Bank Group’s engagement helped the country avert 
a deeper economic crisis, preventing higher levels of poverty and food inse-
curity. The Bank Group’s efforts and widely recognized relevance during this 
unprecedented time highlight its adaptability over a very volatile period.

The Bank Group was a leading convener of technical and sector-level work-
ing groups within the development community during the evaluation period. 
The Bank Group is Ethiopia’s biggest development partner according to 
Organisation for Economic Co-operation and Development data, and its 
importance has increased in line with its growing lending program. The Bank 
Group was heavily involved in technical and sector-level working groups, 
successfully attracting cofinancing for various sectors. Interviews indicate 
that development partners appreciated the Bank Group’s convening role, 
although some would have welcomed stronger strategic leadership on criti-
cal program-level issues. However, the same interviews also confirmed that 
since the Tigray conflict began in 2020, many development partners shifted 
their financial support strategies in divergent directions, making it harder to 
convene partners around development issues. 

The Bank Group’s financing to Ethiopia nearly doubled over the evalua-
tion period, with limited strategic adjustments, despite escalating conflict 
and rising macroeconomic imbalances. Between FY13 and FY17, the 
International Development Association committed $7.2 billion in fund-
ing. Commitments rose to $13.2 billion between FY18 and FY23, totaling 
$20.3 billion over the evaluation period. However, conflict and worsening 
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macroeconomic imbalances and debt increased risks for the World Bank’s 
portfolio and weakened conditions for project preparation, implementation, 
and monitoring. The conflict limited access to project sites for both the 
World Bank and the government. The Bank Group did not initially formally 
adjust its strategy but paused project implementation in conflict areas and 
tried to adopt third-party implementation and monitoring, which only par-
tially materialized. The Bank Group did not have a formal strategy in place 
in FY17 and again in FY23 after the respective strategies expired. The World 
Bank maintained high disbursement levels through investment project 
financing and Program-for-Results (PforR), partially through additional fi-
nancing and reliance on government implementation and monitoring. More 
than half of new approvals in FY23 were for PforR, at the height of foreign 
exchange parallel market premiums and while the risk of debt sustainabil-
ity was high, raising challenges for the required assessment of the PforR’s 
impact on the fiscal outlook and program sustainability. 

A large and increasing reliance on additional financing meant that the Bank 
Group quickly extended interventions with limited adjustments. The share of 
additional financing grew from 19 percent of newly approved projects during 
2013–17 to 30 percent during 2018–23. This financing quickly provided criti-
cal resources to the government during COVID-19 and the period of economic 
crisis, including for continued social protection in non-conflict-affected areas, 
but it limited opportunities for reflection and strategic corrections. 

The Bank Group took a collaborative approach over the evaluation period, 
prioritizing areas of mutual agreement while avoiding potentially conten-
tious topics. Bank Group analytics and strategies, as well as those from other 
development partners and other reviewers, highlighted risks stemming 
from government growth policies. The Bank Group diagnostics sometimes 
shied away from directly advocating for a change to government policies 
that diagnostics indicated were inconsistent with macroeconomic stabili-
ty and private sector growth. As the conflict intensified and the economic 
crisis worsened later in the evaluation period, the Bank Group lowered its 
public profile, including discontinuing its regular macroeconomic updates, 
which were considered important avenues to contribute to internal and 
external policy debates. While some interviewees expressed that the World 
Bank could have been more proactive in raising policy disagreements with 
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the government and other stakeholders, others supported the World Bank’s 
approach and considered that a more direct or confrontational approach 
would not have been effective in influencing government policies. For exam-
ple, the World Bank was only partially successful in influencing Ethiopia’s 
nonconcessional borrowing through its various policies and technical 
engagements or by eventually converting the grant portion of Ethiopia’s 
performance-based allocation to credits (see box 3.1). 

The World Bank Group’s Efforts to Expand 
Ethiopia’s Private Sector

The Bank Group quickly engaged when opportunities to support private 
sector reforms emerged; however, the short reform period was interrupted by 
the COVID-19 pandemic, conflict, and economic crisis. The private sector’s 
involvement in Ethiopia’s economy is limited. In 2012, private companies 
contributed just 2.7 percent to GDP and employed just 5.8 percent of the 
workforce (World Bank 2012a). At the start of the evaluation period, Ethiopia 
ranked 121st out of 141 countries in the World Economic Forum’s Global 
Competitiveness Index (WEF 2012). Early in the evaluation period, the gov-
ernment strategy prioritized a debt-fueled, state-led approach to economic 
development, while Bank Group reports recommended gradually moving to-
ward a greater role for the private sector to sustain high growth (World Bank 
2015a). After a new government signaled more openness to private sector 
participation in the economy in 2018, the Bank Group quickly developed the 
$1.95 billion Ethiopia Growth and Competitiveness programmatic develop-
ment policy financing series to support broad structural reforms with notable 
successes (for example, introducing private competition into the telecommu-
nications sector). However, the brief reform momentum was interrupted by 
the COVID-19 pandemic and a period of conflict and economic crisis. As such, 
key macroeconomic constraints remained, such as an overvalued exchange 
rate, a relatively large debt overhang, and directed credit, while policy rever-
sals, such as the reintroduction of a rule that required commercial banks to 
allocate a share of their lending to the purchase of treasury bills, undermined 
some critical reforms. Nonetheless, these efforts laid the foundation for fu-
ture reforms—including the exchange rate liberalization that occurred in July 
2024 in the context of the new World Bank development policy financing and 
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an International Monetary Fund program—and their impact will rely on sus-
tained efforts to address macroeconomic imbalances, decrease the dominance 
of SOEs in the economy, and reduce financial sector repression. 

Enabling the Private Sector

The Bank Group adapted its engagement during the evaluation period to 
help improve the business environment and conditions for trade, but effec-
tiveness has been limited in a less conducive reform environment. At the 
start of the evaluation period, the World Bank supported analytics and study 
tours to inform government policy makers, based on the experience of peer 
countries in gradually shifting toward more balanced market-based systems, 
while the International Finance Corporation (IFC) supported improvements 
to business regulation and taxation. During the period of reform, the World 
Bank’s Ethiopia Growth and Competitiveness development policy operation 
series and IFC’s advisory work helped Ethiopia improve its business climate, 
but the short reform period was quickly interrupted by the ensuing period of 
conflict and economic crisis. The Bank Group’s support to improve Ethiopia’s 
conditions for trade exceeded targets but experienced delays because of the 
conflict and a deteriorating macroeconomic context. 

The Bank Group’s support for the financial sector adapted to constraints lim-
iting the ability to expand private sector solutions. During the early part of 
the evaluation period, the World Bank supported financial sector standards, 
such as a microfinance framework, while IFC engaged in complementary 
advisory projects to improve financial infrastructure and introduce new 
products, such as leasing and agrifinance. In the absence of the liberalization 
of the financial sector, the World Bank’s interventions supporting financing 
for micro, small, and medium enterprises were operationally successful, but 
they worked through the state-dominated banking sector, which limited the 
potential for replication and scale-up. 

Ethiopia’s reengagement in reform efforts since the end of the evaluation 
period has taken steps toward addressing some of the key constraints that 
limited the effectiveness of the Bank Group program. The country’s en-
gagement with the International Monetary Fund and the World Bank has 
facilitated exchange rate liberalization and enabled it to make progress on 
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debt restructuring negotiations. The removal of constraints to financial 
sector development is in progress, with the opportunity to increase the ef-
fectiveness of Bank Group support in enabling the private sector.

Supporting Productive Sectors

The Bank Group’s support for the government’s efforts to promote manufac-
turing by building industrial parks early in the evaluation period did not lead 
to transformational change. Promoting light manufacturing was a shared 
priority between the government and the Bank Group’s strategies early in the 
evaluation period when economic reform appetite was low. The objective of 
this agenda was to increase jobs, economic growth, and export competitive-
ness. The World Bank considered promoting light manufacturing—especially 
via the development of industrial parks, wherein the private sector was 
encouraged to flourish within defined enclaves—as an option when wider 
economic reforms were unattainable. These parks yielded positive results in 
attracting investments and increasing sales but did not have a transformation-
al impact absorbing an appreciable share of new entrants in the labor force or 
helping significantly increase the country’s exports. Project documents rec-
ognized and sought to mitigate these risks, but they could not be overcome as 
anticipated because of the worsening of macroeconomic imbalances.

The World Bank’s agricultural support contributed to the country’s rap-
id productivity improvements, but the lack of broader economic reforms 
constrained commercial agriculture. The World Bank’s support to enhance 
agricultural productivity aligned with government priorities to improve rural 
livelihoods and boost exports and achieved notable successes. For example, 
the World Bank–supported Agricultural Growth Program exceeded output 
targets, increasing crop yields by 17 percent during the evaluation period. 
These efforts and others contributed to national cereal productivity grow-
ing by 3.7 percent annually, although production growth has not kept pace 
with rising domestic demand. IFC provided relevant advisory and investment 
support that was more successful in the later part of the evaluation period. 
However, in the absence of economic reforms of the state’s role in the sector, 
the continued prevalence of small-scale farms, and an overvalued exchange 
rate, an agriculture sector that could significantly increase agriculture ex-
ports did not emerge. 
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The World Bank’s Efforts to Build Ethiopia’s 
Climate Resilience

The Bank Group’s strategies supported the government’s commitment to 
climate resilience in three areas: sustainable land management, agriculture 
practices, and safety nets. Ethiopia has made strong global commitments to 
climate adaptation and resilience policies and strategies. The World Bank 
supported the implementation of these policies and strategies with techni-
cal assistance and analytic work that helped, for example, shape Ethiopia’s 
climate adaptation efforts. Ethiopia’s vulnerability to climate change affects 
the country’s large agriculture sector, puts pressure on land, and threatens 
large part of the population with food insecurity. Farmers are among the 
most exposed to climate change. Sustainable land management reduces land 
degradation and increases land productivity in the face of severe droughts, 
whereas improving agricultural practices helps farmers adapt to changing 
climate conditions. The country’s national safety net aimed to reduce re-
liance on emergency food aid during times of climate crises, offering, for 
example, public works programs to rural Ethiopians. 

The World Bank dramatically expanded the geographic area under sustainable 
land management in Ethiopia. World Bank projects have helped counteract 
land degradation by restoring watersheds and landscapes, an approach that 
also boosts land productivity. The World Bank contributed to more than 44,000 
farming households adopting improved soil and water management practic-
es. The projects that focused on enhanced climate resilience and improved 
livelihoods through better sustainable land management practices and conser-
vation efforts have reached about 2.7 million hectares of Ethiopia’s estimated 
27 million hectares of degraded land. World Bank projects have also issued 
land certificates to more than 4.7 million Ethiopian farmers, providing them 
with the legal standing and long-term security they need to invest in sustain-
able land management practices and climate resilience (Adamie 2021). 

The World Bank’s agricultural investments improved climate resilience, but the 
focus on small-scale irrigation projects prevented the notable expansion of irri-
gated land. Irrigation has been a long-standing priority for the government and 
the Bank Group in Ethiopia, and it was featured in all strategies and development 
plans during the evaluation period. Early in the evaluation period, the World 
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Bank implemented a larger-scale irrigation project, but the complexity of the 
project and limited counterpart capacity led to delays, cost overruns, inadequate 
supervision, safeguard challenges, and ineffective monitoring and evaluation 
(World Bank 2019b). This outcome prompted the World Bank to focus more ex-
clusively on smaller-scale projects. However, these small-scale irrigation projects 
lacked the scale to make a sizable difference in Ethiopia’s total irrigated land. 

The World Bank’s support for social safety nets moderately improved food 
security and climate resilience but faced sustainability challenges. The Bank 
Group has convened partner funding to support Ethiopia’s Productive Safety 
Net Program (PSNP) for nearly two decades. The PSNP provided relevant 
and diverse services to Ethiopians facing food insecurity, especially during 
climate crises. A 2021 review of the program found that the PSNP serves 
an average of 8 million people in 300 food-insecure woredas (districts). The 
PSNP did particularly well in targeting poor and food-insecure populations. 
However, fragmented institutional arrangements continue to hamper 
implementation. The program did not initially adapt as well to non-climate-
related shocks, such as the conflict in Tigray, which caused disruptions in 
service for beneficiaries in affected areas, an inability of displaced people to 
access services, and limited success in the use of third-party implementation. 
Funding shortages resulting from the withdrawal of development partners also 
meant that the program could not expand or meet humanitarian needs caused 
by armed conflicts (World Bank 2024e). More important, the PSNP was meant 
to provide a sustainable alternative to emergency food aid but relied primarily 
on external funding during the evaluation period and was unable to graduate 
beneficiaries from the program (IFPRI and IDS 2022). The Independent 
Evaluation Group notes that in November 2024, after the evaluation period 
and a period of debt distress and reforms to address macroeconomic 
imbalances, the government approved a supplemental budget that makes 
funding less dependent on development partner resources but also depends on 
the government’s ability to mobilize more tax revenues (IMF 2025). 

Lessons for Consideration

This evaluation identified the following lessons to guide future Bank Group 
engagement in Ethiopia. These lessons may also be relevant to other coun-
tries facing similar development challenges:
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1.	 At times, the World Bank traded candor on transformational reforms with 

remaining engaged in Ethiopia’s policy dialogue. The World Bank’s impact 

hinges on its ability to find ways to frame policies on sensitive topics in a man-

ner that is palatable to government decision makers, the public, and potential 

coalitions for change. However, on some potentially transformational reforms, 

the World Bank avoided public discussion—for example, by discontinuing 

Economic Updates and reducing the visibility of other economic analyses as 

a platform to engage authorities and other potential stakeholders on sensi-

tive reforms such as liberalizing the agriculture sector, fiscal consolidation to 

reduce debt, and addressing an overvalued exchange rate and financial repres-

sion to reshape the development model. This approach enabled the dialogue to 

continue in other areas (such as around climate resilience in sustainable land 

management, agriculture practices, and safety nets), but at the cost of address-

ing some fundamentally transformative reforms to support the private sector 

and address growing macroeconomic imbalances. While some difficult policy 

dialogue may need to continue behind closed doors, the World Bank should 

seek to balance this discussion with contributing to an open policy discourse 

and by active risk management, notably around critical economic reforms, for 

which delaying reforms may be more costly in the long term. Without such 

discourse, the Bank Group’s efforts to support improvements in areas such 

as the business environment or strengthening institutions may not have the 

desired impact. 

2.	 Conducting regular strategy and program reviews and actively managing 

risks can create opportunities for strategic corrections and adaptation, 

particularly during times of portfolio expansion and emerging economic 

challenges and conflict. Specifically, repeated use of additional financ-

ing and the absence of a timely Performance and Learning Review risked 

potentially supporting unsustainable policies, extending the same inter-

ventions with minimal adaptation, and having fewer opportunities for 

learning and course correction.

3.	 Adapting the implementation of the Bank Group’s program to emerging 

conflict and fragility is a complex multiyear process that needs sufficient 

and timely monitoring and evaluation. The Bank Group’s program should 

be guided by well-developed and candid assessments of the potential 

development impacts and risks. The Bank Group should ensure that 
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adequate monitoring and evaluation systems continue to be in place so that 

support for government-driven priorities remains consistent with, and can 

adapt to, the Bank Group’s mission of reaching targeted populations with 

the greatest development needs. This lesson is highlighted by the limited 

success in the use of third-party monitoring and implementation.

4.	 The Bank Group needs to consider how its interventions help address and 

interact with macroeconomic imbalances, including exchange rate mis-

alignment, financial repression, and sustainable debt levels. The choice of 

World Bank financing instruments should consider their consistency and 

sustainability in the face of such macroeconomic imbalances. For example, 

several development policy operations were approved despite backloading 

foreign exchange reforms. Additionally, while PforR operations gained 

traction and were particularly successful in supporting social programs, 

there could have been a more candid assessment of how the fiscal context 

and macroeconomic outlook undermined the sustainability of the program 

until broader imbalances were addressed.
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1  According to independent bodies, the conflict involved widespread atrocities and the denial 

of humanitarian aid (Blanchard 2024; EHRC and OHCHR 2021).

2  The Worldwide Governance Indicators are a research data set summarizing the views on the 

quality of governance provided by a large number of enterprise, citizen, and expert survey re-

spondents in industrial and developing countries. These data are gathered from several survey 

institutes, think tanks, nongovernmental organizations, international organizations, and pri-

vate sector firms. The Worldwide Governance Indicators do not reflect the official views of the 

World Bank, its Board of Executive Directors, or the countries they represent. The Worldwide 

Governance Indicators are not used by the World Bank Group to allocate resources.
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Report to the Board from the 
Committee on Development 
Effectiveness

The Committee on Development Effectiveness met to discuss The World 
Bank Group in Ethiopia, Fiscal Years 2013–23 and the World Bank Group man-
agement response.

Members and nonmembers alike welcomed the discussion Ethiopia’s Country 
Program Evaluation for FY 2013–23 as it provides useful lessons and in-
sights for shaping the future Ethiopia Country Partnership Framework and 
the development of the upcoming fragility, conflict, and violence strategy. 
They acknowledged the challenges of working in a fragile and conflict-affect-
ed environment, as well as the overlapping crises Ethiopia faced during the 
assessment period—including macroeconomic decline, the COVID-19 pan-
demic, historic droughts, and locust infestations. Members and nonmembers 
expressed appreciation for the Independent Evaluation Group’s honest review 
of the Bank Group’s program successes and shortcomings and commended the 
Bank Group team’s resilience and their delivery of significant results.

Concerns were raised about the Bank Group’s rapidly increased support to 
Ethiopia, noting insufficient strategic adjustments amid conflict and eco-
nomic challenges. Weak third-party implementation and monitoring, unclear 
instrument choices, and limited access to analytics and macroeconomic 
updates were highlighted as issues diminishing the World Bank’s policy 
influence in fragile contexts. Members and nonmembers urged manage-
ment to embed more adaptive management and improved risk calibration in 
Country Partnership Frameworks, as well as stronger protocols for third-par-
ty implementation and monitoring, and maintaining timely public analytics, 
including on sensitive topics. They emphasized the need for clearer account-
ability, enhanced quality assurance, and prioritizing impactful actions over 
incentivizing volume.





1 

1 | Background and Context

Highlights

Conflict, multiple shocks, and growing macroeconomic imbalances 
moved Ethiopia from among the world’s fastest-growing economies 
to macroeconomic and debt distress. This contributed to slowing 
poverty reduction and deteriorating human capital outcomes. 

Ethiopia’s vulnerability to extreme weather events induced by 
climate change was exacerbated by a stalled economic transfor-
mation that kept a large share of the population dependent on 
rain-fed subsistence farming.

Political turmoil—with armed conflicts between the central gov-
ernment and forces in Tigray, Amhara, and Oromia—led to Ethiopia 
being classified by the World Bank Group as being in a fragile and 
conflict-affected situation in FY 2022.
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This Country Program Evaluation (CPE) assesses the World Bank Group’s 

support to Ethiopia from FY 2013 to FY23. The evaluation aims to inform the 
Bank Group’s ongoing engagement in Ethiopia and the next Country Partnership 
Framework (CPF), which is expected in FY26. The CPE period covers two Bank 
Group strategies and two government administrations. The first part of the CPE 
period, from FY13 to FY18, witnessed high economic growth with increasing 
macroeconomic balance, while political unrest gradually increased. The second 
period, from FY19 to FY20, was a brief period of government-led openness to 
economic reforms, though this openness was disrupted by a third period of 
conflict and economic crises, from FY21 to FY23. 

The Bank Group’s country engagement demonstrated resilience in a chang-
ing context, achieving important outcomes. This evaluation finds that the 
Bank Group supported notable progress in climate resilience, agricultural 
productivity, and sustainable land management. The Bank Group also adapt-
ed to differing challenges in the aforementioned periods—notably, in the 
first period, the Bank Group and the government had different diagnoses and 
recommended divergent responses to address growing macroeconomic im-
balances; during the second period, there was more alignment around policy 
reform openings, particularly on the role of the private sector and macroeco-
nomic policies; and the focus then shifted to mitigating development risks 
from the conflict in Tigray and other regions and managing the economic 
crisis. The Bank Group adopted a pragmatic approach by collaborating with 
the government on mutually agreeable areas, although some transforma-
tive reforms did not materialize as expected. When reform openings arose, 
the Bank Group quickly adapted to support government programs, such as 
private sector support in the second period. The Bank Group also tried to 
address humanitarian challenges in Tigray by shifting to third-party im-
plementation (TPI) and monitoring, although these methods were often 
ineffective. The Bank Group was less effective in engaging and mitigating 
risks in other parts of the program, particularly in areas identified as trans-
formational, such as macroeconomic and private sector reforms, for which 
consensus was not reached for most of the evaluation period.

This report consists of five chapters. Chapter 1 describes the political, eco-
nomic, and social context of the Bank Group’s engagement in Ethiopia and 
briefly describes the CPE’s scope and methodology. Chapter 2 evaluates the 
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Bank Group’s strategy, operations, analytics, and coordination of develop-
ment partners. Chapter 3 examines the Bank Group’s efforts to increase the 
private sector’s role in Ethiopia’s economy. Chapter 4 assesses the Bank 
Group’s climate resilience efforts, particularly through climate-smart ag-
riculture, sustainable land management, irrigation, and social safety nets. 
Chapter 5 provides concluding remarks and general takeaways for Bank 
Group management and other stakeholders to consider. 

Economic, Social, and Political Context

Ethiopia’s economic transformation stalled during the evaluation 
period, with its diverse population continuing to rely on agriculture for 
employment. Ethiopia is the largest and most populous country in the Horn 
of Africa, home to 86 ethnic groups who speak about 90 spoken languages. 
Eighty percent of the population lives in rural areas, making agriculture the 
largest source of employment in Ethiopia. Agricultural products account 
for approximately 80 percent of the country’s export goods. However, 
agriculture’s contribution to growth has declined since 2015, and growth was 
driven by the services and construction sectors during the evaluation period 
(figure 1.1). Overall productivity also declined, and labor did not significantly 
shift outside of agriculture. Chapter 3 describes the Bank Group’s support for 
economic transformation. 

The large agriculture sector is particularly vulnerable to extreme climate 
events, affecting its productivity and human development outcomes. A large 
share of Ethiopia’s population engaged in agriculture relies on rain-fed 
subsistence farming. Major droughts have caused a degradation of agri-
cultural lands and the geographical shifting of areas suitable for growing 
crops. Climate change has also led to social tensions in rural areas, such as 
increased competition and conflicts over land and food insecurity, with the 
latter requiring large amounts of food aid. For example, the combination of 
drought, conflict, and COVID-19 contributed to a growing prevalence of un-
dernourishment, from 18.9 percent of the population in 2012 to 22.3 percent 
in 2021. Chapter 4 shows how climate change and natural hazards negatively 
affected the agriculture sector and food security, leading to the creation of 
Ethiopia’s national social safety net program as a more sustainable tool to 
help communities withstand climate shocks. 
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Figure 1.1. GDP Sectors by Share of GDP and Natural Hazards
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During the evaluation period, macroeconomic imbalances emerged, imped-
ing private sector growth. The government’s national development plans 
before 2018—called Growth and Transformation Plans (GTPs)—pursued 
an economic development model characterized by high public invest-
ment in infrastructure, which initially resulted in high real growth rates. 
However, the model was also associated with maintaining negative real 
interest rates, an overvalued exchange rate, and monetary financing of fiscal 
deficits. Financial repression measures included directing credit and for-
eign exchange to state-owned enterprises (SOEs) that often oversaw large 
capital investments, interest rate caps, lending growth rate restrictions, a 
requirement for banks to invest a share of their portfolio in treasury bills, 
government ownership of banks, and restrictions on market entry into the 
financial sector.1 Initially, the country enjoyed strong economic growth, 
but it was undermined by external shocks, and macroeconomic imbalances 
emerged, creating challenges for private sector development. Specifically, in-
flation rose, private investment and external competitiveness weakened, and 
fiscal and external buffers were reduced. After the political change in 2018, 
a new government announced reforms as part of its Homegrown Economic 
Reform Agenda (HGERA); however, the economic shocks and conflict have 
hindered progress on these reforms (see chapter 3).

These factors contributed to the country’s debt distress and the reversal of 
some of its hard-earned development gains during the evaluation period. 
Economic policies led to Ethiopia’s low domestic savings rates and weak 
domestic resource mobilization, causing the government to turn to exter-
nal borrowing to finance public spending. Combined with external shocks, 
such as drought and increasing unrest, the country’s risk of debt distress 
increased from low to moderate in 2015 and to high in 2017—less than 15 
years after Ethiopia received debt relief through the Heavily Indebted Poor 
Countries Initiative and the Multilateral Debt Relief Initiative.2 COVID-19, 
price shocks due to Russia’s invasion of Ukraine, and the conflict in Tigray 
(discussed later in this chapter) exacerbated this situation. In 2021, the 
Ethiopian government requested debt reprofiling under the Group of 
Twenty’s Common Framework, and it defaulted on a Eurobond in 2023. 
The economic crisis and increasing conflict contributed to the reversal of 
some notable gains in human capital development and poverty eradication. 



6
	

T
he

 W
o

rl
d

 B
an

k 
G

ro
u

p
 in

 E
th

io
p

ia
, F

is
ca

l Y
e

ar
s 

20
13

–2
3 

 
C

ha
p

te
r 1

Between 2016 and 2021, poverty increased in urban areas from 16 percent 
to 19 percent and in rural areas from 27 percent to 37 percent (World Bank 
2024l). Severe food insecurity also increased from less than 15 percent of the 
population being food insecure from 2014 to 2019 to about 20 percent from 
2021 to 2023. Human capital indicators followed similar trends—for exam-
ple, gross primary school enrollment increased from 93 percent in 2012 to 
103 percent in 2021 before falling to 86 percent in 2022. Ethiopia’s Gender 
Inequality Index improved during the period, from 0.570 in 2013 to 0.494 in 
2022, despite increased rates of gender-based violence during the conflict.

Ethiopia’s political landscape started to fragment from the beginning of 
the evaluation period, and the governance indicators began to slip. Since 
1991, the political structure under the Ethiopian People’s Revolutionary 
Democratic Front—a coalition of ethnic-based parties—has moved toward 
ethnic federalism. A new constitution in 1995 devolved powers to regional 
states and the woreda (district) and kebele (village) levels. After 2012—the 
beginning of the evaluation period—the Ethiopian People’s Revolutionary 
Democratic Front started to fragment and weaken, and by 2020, it was 
dissolved and replaced with the Prosperity Party, which continues to rule 
Ethiopia’s political landscape and includes all ethnic parties except the 
Tigray People’s Liberation Front. Political unrest and governance challenges 
increased during the evaluation period, contributing to worsening indicators 
on government effectiveness and the rule of law (box 1.1). 

Multiple armed conflicts have persisted in Ethiopia since 2020, causing a 
humanitarian crisis and placing the country among the most fragile globally. 
Since 2020, Ethiopia has faced violent clashes between Ethiopia’s central 
government and armed groups in Tigray, Amhara, and Oromia. Most notable, 
the two-year Tigray conflict, from November 2020 to November 2022,3 
resulted in Ethiopia accounting for more than 59 percent of all battle-related 
deaths worldwide in 2022 (World Bank 2024d). The conflict also caused 
unprecedented internal displacement, with 5.1 million people displaced in 
2021, one of the highest figures ever recorded (IDMC 2025). High-intensity 
conflict ended in late 2022, but the fighting continues in Amhara and 
Oromia, Ethiopia’s most populous regions. As a result, Ethiopia’s already 
weak rankings on peace and fragility indexes have worsened over the 
evaluation period.4 
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Box 1.1. �Ethiopia’s Governance Indicators Worsened During the 

Evaluation Period

All World Bank Group Worldwide Governance Indicators,a except control of corruption, 

are now below the 25th percentile, including political stability and absence of vio-

lence/terrorism, which is in the 5th percentile. Basic administration has declined in the 

Bertelsmann Stiftung’s Transformation Index, mirroring Varieties of Democracy’s data 

for rigorous and impartial administration (figure  B.1.1.1, part a). Ethiopia remains classi-

fied as an authoritarian regime by the Economist Intelligence Unit’s Democracy Index. 

It scores 20 out of 100 (not free) on the Freedom House index (2023) and 141 out of 180 

on the Reporters Without Borders index (2024). The Bank Group’s Country Policy and 

Institutional Assessment governance scores fell further after 2022 (figure  B.1.1.1, part b).

Figure B.1.1.1. Quality of Public Administration Indexes for Ethiopia
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Sources: BTI 2024; V-Dem 2024; World Bank Group CPIA database.
Note: BTI = Bertelsmann Stiftung’s Transformation Index; CPIA = Country Policy and Institutional Assessment; 
V-Dem = Varieties of Democracy.

Source: Independent Evaluation Group.

Note: a. The Worldwide Governance Indicators are a research data set summarizing the views on the 
quality of governance provided by a large number of enterprise, citizen, and expert survey respon-
dents in industrial and developing countries. These data are gathered from several survey institutes, 
think tanks, nongovernmental organizations, international organizations, and private sector firms. The 
Worldwide Governance Indicators do not reflect the official views of the World Bank, its Board of 
Executive Directors, or the countries they represent. The Worldwide Governance Indicators are not 
used by the Bank Group to allocate resources.

Consequently, Ethiopia was added to the Bank Group’s list of fragile and 
conflict-affected situations in July 2021. This list functions primarily as a 
tool to help the Bank Group adapt its approaches, policies, and instruments 
in difficult and complex environments and includes countries with high 
levels of institutional and social fragility (identified based on indicators that 
measure the quality of policy and institutions) and countries affected by 
violent conflict (identified based on a threshold number of conflict-related 
deaths relative to the population).5 Ethiopia’s central government now 
controls less territory than at any time in the past 50 years, affecting the 
Bank Group’s engagement. Figure 1.2 shows that the area the government 
effectively controls declined precipitously starting in 2020, reaching an 

Box 1.1. �Ethiopia’s Governance Indicators Worsened During the 

Evaluation Period (cont.)
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all-time low in 2022. Humanitarian and development agencies, including the 
Bank Group, lost access to certain territories from the middle of the Tigray 
conflict until 2024, with the opening and closing of areas generally following 
the movement of active conflict and territorial contestation (figure 1.3).

Figure 1.2. Share of Territory Under State Control in Ethiopia

30

40

50

60

70

80

90

100

1970 1975 1980 1985 1990 1995 2000 2005 2010 2015 2020

S
ha

re
 o

f t
e

rr
ito

ry
  (%

)

Year

Source: V-Dem 2024.

Figure 1.3. United Nations Humanitarian Access
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10
	

T
he

 W
o

rl
d

 B
an

k 
G

ro
u

p
 in

 E
th

io
p

ia
, F

is
ca

l Y
e

ar
s 

20
13

–2
3 

 
C

ha
p

te
r 1

Evaluation Questions and Methods 

This evaluation focuses on three evaluation questions. The first question 
covers the entire portfolio, while the other two questions assess the effec-
tiveness of the Bank Group’s support for specific themes of focus of the 
Bank Group engagement during the evaluation period. The Independent 
Evaluation Group (IEG) identified these themes through a review of World 
Bank and external documents, interviews with senior Bank Group staff 
familiar with Ethiopia, and discussions with various stakeholders during a 
scoping mission to Addis Ababa in June 2023. The three evaluation questions 
from this CPE’s Approach Paper are as follows (World Bank 2023a):

1.	 How relevant was Bank Group support to addressing the main develop-

ment needs of Ethiopia, and how well did it adapt over the evaluation 

period to respond to changing priorities, evolving country context, and 

learning from experience? 

2.	 How relevant and effective was Bank Group support in helping Ethiopia 

transition away from a state-led development model to one with a greater 

role for the private sector?

3.	 To what extent did the Bank Group help Ethiopia build resilience to cli-

mate change, particularly with respect to its support to agriculture and 

land and water management?

The evaluation uses a theory-driven approach with a mixed methods design 
to triangulate findings from multiple evidence sources. Two criteria apply to 
all three evaluation questions: (i) the adaptive relevance of the World Bank’s 
engagement, considering long-term challenges, shocks, and changing cir-
cumstances, and (ii) the coherence of the World Bank’s activities, including 
coordination with development partners. For evaluation questions 2 and 3, 
the CPE assesses effectiveness by tracing the Bank Group’s contributions 
to identified country outcomes through the most plausible direct or indi-
rect pathways. IEG developed theory of change processes for evaluation 
questions 2 and 3 (see tables B.2 and B.3) to test whether the Bank Group’s 
analytic work informed project selection and design, aligned with the coun-
try’s main development challenges, and informed strategy and engagement 
with the government and other development partners. IEG also assessed 



Ind
e

p
e

nd
e

nt E
valu

atio
n G

ro
u

p
 

W
o

rld
 B

ank G
ro

up
 

 
 

 
11

whether strategy and project implementation adapted to changing circum-
stances and whether the delivery of project outputs likely contributed to 
changes in country outcomes. The CPE’s methodological approaches for 
answering the three evaluation questions included reviewing existing evalu-
ative and analytic evidence; examining internal and external indicators and 
data sets, including analytic work performed by project teams; conducting 
portfolio reviews and analyses; conducting semistructured interviews; and 
visiting project sites. The evaluation team members were unable to travel 
outside Addis Ababa because of security-related restrictions.
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1  Financial repression refers to a set of government policies (including legal restrictions on 

interest rates, credit allocation, capital movements, and other financial operations) that can 

distort market incentives and signals, which allows banks to provide relatively cheap loans to 

companies, SOEs, and governments, thereby reducing the burden of repayments but resulting 

in savers earning returns below the market rate.

2  Ethiopia reached the completion point under the Heavily Indebted Poor Countries Initiative 

in 2004 and benefited from debt relief under the Multilateral Debt Relief Initiative in 2006.

3  This conflict spilled into the Afar and Amhara regions and resulted in an estimated 600,000 

to 1 million deaths, including civilians. The African Union head mediator, the International 

Commission of Experts on Financing for Development, and the US Council on Foreign 

Relations cite 600,000 deaths. The Uppsala Conflict Data Program cites 325,000 battle deaths 

between 2020 and 2023. Plaut and Vaughan (2023) cite 600,000 noncombatants and 400,000 

battle deaths.

4  In the Fragile States Index, Ethiopia’s ranking worsened from 19th most fragile in 2013 to 

11th in 2023. In the Global Peace Index, it worsened from 143rd least peaceful in 2013 (out of 

163 countries) to 149th in 2023.

5   The list of fragile and conflict-affected situations is released annually by the Bank Group and 

aims to inform strategic and operational decision-making within the Bank Group. The Bank 

Group also uses this list for monitoring and accountability around its support for the most 

vulnerable and marginalized communities. The list is based on publicly available global indi-

cators followed by an internal review and is updated every year on July 1 to reflect changes in 

country situations (World Bank Group 2024a).
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2 | �Evolution of the World Bank 
Group’s Engagement in Ethiopia

Highlights

The World Bank Group’s engagement took place within a chal-
lenging environment marked by differing diagnoses between the 
Bank Group and the government on economic and private sector 
reforms during the period of increasing macroeconomic imbalanc-
es, followed by a brief period of reform, which was interrupted by 
worsening economic crisis and conflict.

The Bank Group strategies were relevant to the country’s develop-
ment objectives, but the engagement’s effectiveness was modest. 
The Bank Group’s country engagement evolved with changing 
government priorities and in a difficult context but did not adapt as 
well to sudden changes in the security situation, in which gaps in 
monitoring and evaluation weakened project oversight and impact. 

The Bank Group’s analytic work took a pragmatic, collaborative 
approach with the government that focused on areas of mutual 
agreement but was less effective in engaging in, and in some cases 
did not always openly urge for, transformative reforms in conten-
tious areas, such as the macroeconomic reforms. The Bank Group 
also reduced its public profile as a knowledge broker during the 
conflict and economic crisis to preserve relationships. 

The Bank Group played a leading role in technical and sector 
working groups, successfully attracting cofinancing from 
development partners. Since the Tigray conflict began in 2020, 
it became more difficult for the World Bank to convene partners 
as their conflict-related strategies diverged. Consequently, its 
strategic leadership role at the program level in the development 
community was limited over the conflict and crisis period.



14
 

 

The World Bank portfolio doubled over the evaluation period, 
with limited adjustments to emerging issues such as conflict and 
worsening macroeconomic imbalances and debt, which increased 
risks to the portfolio and reduced effectiveness. The shift to faster-
disbursing modalities and a high proportion of additional financing 
provided resources for poverty alleviation during crises, but it 
limited the World Bank’s opportunities for course corrections. 
Attempts to use third-party implementation and monitoring in 
conflict areas only partially materialized.
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The purpose of this chapter is to describe the evolution of the Bank 

Group’s engagement in Ethiopia from FY13 to FY23. It covers the Bank 
Group’s FY13–16 Country Partnership Strategy (CPS) and the FY18–22 CPF. 
It looks specifically at the evolution of the Bank Group’s strategy, portfolio, 
analytic work, and convening role before assessing the effectiveness of these 
efforts across three distinct periods. The first period, from FY13 to FY18, 
witnessed high economic growth and increasing macroeconomic imbalances, 
while political unrest gradually increased. The second period, from FY19 to 
FY20, was characterized by increased government-led openness to econom-
ic reforms. This openness was interrupted by a third period of conflict and 
economic crisis, from FY21 to FY23.

This chapter finds that the Bank Group’s country engagement showed 
pragmatism and resilience in a changing country context. These difficulties 
included competing diagnoses between the Bank Group and the govern-
ment during the early evaluation period when macroeconomic imbalances 
increased. This period was followed by a short period of reform, which was 
then interrupted by the COVID-19 pandemic, an outbreak of conflict, and a 
worsening economic situation, including price shocks due to Russia’s in-
vasion of Ukraine. The Bank Group adopted a pragmatic approach to these 
challenges by collaborating with the government on mutually agreeable 
areas while avoiding potentially contentious issues for which consensus 
could not be reached related to the government’s economic policies or the 
Tigray conflict. This collaborative approach helped the Bank Group maintain 
its working relationship with the government, which allowed it to rapidly 
respond to reform openings and to continue its support for economic growth 
and poverty alleviation during a crisis period. Yet, this approach led to the 
Bank Group not urging for more transformative changes, including critical 
macroeconomic and private sector reforms. The Bank Group did not formally 
adjust its strategy in response to the escalating conflict in the Tigray region 
in 2020 but changed its project implementation modalities to include more 
TPI and monitoring. However, these efforts were often ineffective because of 
disagreements with the government. 



16
	

T
he

 W
o

rl
d

 B
an

k 
G

ro
u

p
 in

 E
th

io
p

ia
, F

is
ca

l Y
e

ar
s 

20
13

–2
3 

 
C

ha
p

te
r 2

Evolution of the World Bank Group’s Strategy

The World Bank’s two strategies evolved to remain relevant to the govern-
ment’s objectives, as articulated in their GTPs. GTP I covered the 2009–10 
to 2014–15 period, whereas GTP II covered the 2015–16 to 2019–20 period. 
The goals for both plans were for Ethiopia to graduate from low-income to 
middle-income country status, by 2023 in GTP I and by 2025 in GTP II. The 
subsequent 10-year development plan extended this target date to 2030 
(Ethiopia 2021). GTP I laid out the government’s development model, in 
which the state would drive the country’s economic growth through large 
public investments, particularly in infrastructure. Both plans envisioned 
the agriculture sector being the main source of economic growth while also 
emphasizing industry to create jobs and improve export competitiveness, 
as well as infrastructure, good governance, and social services. The CPS and 
CPF supported the GTPs by focusing on employment, climate resilience, ag-
ricultural productivity, good governance, and export competitiveness.

The Bank Group’s strategies were coherent and informed by core diagnostics. 
Most of the country’s development constraints identified in the CPF were con-
tinuations of those identified in the CPS. The CPF’s priority areas were more 
relevant to Ethiopia’s macroeconomic situation (figure 2.1). For example, the CPS 
broadly aimed to help build a stable macroeconomic environment in Ethiopia, 
but the CPF was more specific by aiming to make infrastructure financing and 
debt management more sustainable, which emerged as larger issues as Ethiopia’s 
risk of debt distress worsened. As such, the CPF also described the country’s reve-
nue mobilization and exchange rate challenges (see chapter 3). Appendix A maps 
out the progression from the CPS to the CPF, which was informed by the World 
Bank’s 2016 Systematic Country Diagnostic.

World Bank strategies highlighted growing conflict risks and prepared 
conflict analyses before the Tigray conflict. The CPS recognized that the 
government’s transition in 2012 and the 2015 elections could lead to in-
stability. It also highlighted security risks from cross-border tensions and 
spillovers from conflict-affected neighbors in the Horn of Africa, leading 
the World Bank to install a fragility, conflict, and violence focal point in the 
Addis Ababa office in 2018. Similarly, the CPF discussed the escalating social 
unrest and incorporated a novel approach to support greater social and 
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economic inclusion through the CPF’s spatial lens. In 2019, the World Bank 
analyzed Ethiopia’s fragility and political economy and started work to inte-
grate conflict sensitivity into projects before the Tigray conflict broke out.

Figure 2.1. �Major Events in Ethiopia and International Development 

Association New and Total Commitments for Ethiopia by 
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Year

IPF PforR DPF Total commitments

Period of increasing 
macroeconomic imbalances

Period of 
reform

Period of conflict and 
economic crisis

FY13–16 CPS No 
strategy 

No 
strategy 

FY18–22 CPF

Growth and 
Transformation Plan I

Growth and 
Transformation Plan II

Homegrown Economic 
Reform Agenda

Moderate risk 
of debt 

distress (FY15)

Drought 
(2015)

High risk of 
debt distress 

(FY18)

New prime 
minister 

(April 2018)

Locust 
upsurge 

(2020)

COVID-19
(from 2020)

Ethiopia added to the 
World Bank Group 
FCS list� (July 2021)

Tigray conflict 
(November 2020– 
November 2022)

Continuing conflict 
in Amhara and 

Oromia (from FY23)

Prolonged drought (2020–23)

Source: Independent Evaluation Group.

Note: CPF = Country Partnership Framework; CPS = Country Partnership Strategy; DPF = development 
policy financing; FCS = fragile and conflict-affected situations; IPF = investment project financing; PforR = 
Program-for-Results.

The Bank Group did not formally modify its strategy after the Tigray conflict 
began but did seek to adjust its operational approaches. World Bank staff prepared 
a draft Performance and Learning Review of the CPF in 2022, but World Bank 
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management did not seek to formally modify the CPF because of high uncertainty 
from the ongoing conflict and concerns from shareholders about potential 
signaling effects of a programming document, even though the Board continued 
approving projects, especially Program-for-Results (PforR) projects, and a surge in 
additional financing during this time (see the Evolution of the World Bank Group’s 
Portfolio section later in this chapter). Instead, in FY22, the Bank Group adjusted 
its operational approach to a more people-centered approach in conflict-affected 
areas to better navigate the risks associated with the conflict. This approach 
halted new infrastructure and policy lending but continued approving projects 
that directly benefited people, such as basic service delivery and climate resilience 
operations. This adjusted approach also included attempts to apply TPI and 
monitoring to mitigate the risks to the International Development Association 
(IDA) portfolio amid ongoing conflict (as stated in an internal board document). 

Country strategies were not active for two years of the evaluation period—
FY17 and FY23. A CPS progress report was prepared in October 2014 and did 
not extend the CPS period beyond FY16. The FY18–22 CPF was then pre-
pared during FY17 and presented to the Board in May 2017. The CPF expired 
in FY22, and no Performance and Learning Review was formally approved to 
adjust the strategy and its results framework or to extend the strategy (see 
discussion in the previous paragraph). Preparations for the new CPF began in 
FY24 after the end of the Tigray conflict. 

Evolution of the World Bank Group’s Analytic Work 

The Bank Group took a collaborative approach with the government on 
analytic work over the evaluation period. Starting in the period of increasing 
macroeconomic imbalances, the World Bank reengaged the government on 
macroeconomic analytic work while publicly avoiding potentially conten-
tious topics. It continued this approach throughout the evaluation period, 
allowing the Bank Group to maintain a strong relationship with the gov-
ernment and build up a knowledge base, which then facilitated the quick 
preparation of a development policy operation (DPO) series when the peri-
od of reform opening occurred. During the period of conflict and economic 
crisis, the World Bank reduced its profile while maintaining a close, if less 
public, dialogue with the government. This approach facilitated reengage-
ment to support recent reforms in the context of the July 2024 International 
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Monetary Fund (IMF) program and Bank Group DPO. The International 
Finance Corporation (IFC) engaged in advisory services throughout the eval-
uation period, peaking during the period of reform.

Published analytic work over the evaluation period avoided potentially con-
tentious topics. For example, the 2015 Country Economic Memorandum and 
Economic Updates for Ethiopia from 2012 to 2021 did not directly advocate for 
a change in some economic policy choices that it considered inconsistent with 
macroeconomic stability and healthy private sector growth.1 Unpublished an-
alytic work supported the government’s analysis of the exchange rate policy in 
both the earlier and later parts of the evaluation period. Unpublished analytic 
work also supported domestic resource mobilization. Some advisory services 
and analytics (ASA) focused on how to support government priorities, such as 
building business parks and improving the SOE system, rather than full-scale 
private sector reforms that could create a level playing field for businesses. 
Interviews point out that criticism of economic policies had strained the rela-
tionship with the government before the start of the evaluation period. While 
some interviewees noted that the World Bank could have been more proactive 
in raising policy disagreements with the government, others supported the 
World Bank’s approach and considered that a more direct or confrontational 
approach would not have been effective in influencing government poli-
cies. For example, the World Bank had limited leverage to affect government 
borrowing policies. When the World Bank responded to the government’s 
nonconcessional borrowing by converting the grant portion of Ethiopia’s 
performance-based allocation from grants to credits, the government did not 
change its nonadherence to the World Bank’s borrowing ceilings.

The World Bank lowered the visibility of its ASA as the conflict and macro-
economic crisis unfolded so that it would not jeopardize relationships.2 The 
World Bank has limited its production of publicly available macroeconom-
ic ASA since 2022 but continued less controversial ASA, such as the 2024 
Country Climate and Development Report. In interviews, some stakeholders, 
including academics and think tank officials, stated that the World Bank had 
reduced its role as a knowledge institution. 

Despite these challenges, the Bank Group carried out many relevant ASA 
(figure 2.2). The Governance Global Practice accounted for the largest share 
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of World Bank ASA, or 24 out of 171 World Bank ASA, including Public 
Expenditure and Financial Accountability assessment reports for regional 
and federal governments on procurement, civil service reforms, and tax ad-
ministration. The Finance, Competitiveness, and Innovation Global Practice 
accounted for the second-largest share, with 17 ASA covering a wide range 
of topics, from financial inclusion and financial sector development to SOE 
reforms, insurance access, and bond market development. IFC pursued 
relevant and extensive advisory programs to support the private sector—for 
example, on improving trade conditions, expanding access to finance, imple-
menting industrial parks, and addressing other priorities (see chapter 3). 

Figure 2.2. Advisory Services and Analytics by Global Practice, FY13–23
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Source: Independent Evaluation Group.

Note: Information on “other” is not available. AGR = Agriculture and Food; ASA = advisory services 
and analytics; DIG = Digital Development; EDU = Education; EEX = Energy and Extractives; ENB = 
Environment, Natural Resources, and Blue Economy; FCI = Finance, Competitiveness, and Innovation; 
FCV = fragility, conflict, and violence unit; GOV = Governance; HNP = Health, Nutrition, and Population; 
ITR = Transport; MTI = Macroeconomics, Trade, and Investment; POV = Poverty and Equity; SPJ = Social 
Protection and Jobs; SSI = Social Sustainability and Inclusion; URL = Urban, Disaster Risk Management, 
Resilience, and Land; WAT = Water.

IFC implemented a large portfolio of advisory services projects. It approved 
83 projects for a total funding volume of $151 million. Of these, 26 projects 
increased access to financial services (see chapter 3), and 11 targeted the 
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agribusiness sector (see chapter 4). Half of the 16 projects with validated evalu-
ations during the evaluation period were rated mostly successful or better.

Evolution of the World Bank Group’s Convening Role

The World Bank has played a leading role in technical and sector working 
groups over the evaluation period, securing development partner financing 
for numerous projects across sectors. During the reform period, the World 
Bank quickly engaged with the government to develop a reform program at a 
time when there was not yet an IMF program and secured cofinancing for the 
DPO. During the conflict and economic crisis period, the World Bank faced 
a challenging environment to convene development partners, with partners 
shifting their development financing in divergent directions. 

The World Bank is Ethiopia’s biggest development partner, and its importance 
increased over the evaluation period in line with its lending growth. According 
to Organisation for Economic Co-operation and Development data, during 
the evaluation period the United States was Ethiopia’s second-largest 
development partner, followed by the United Kingdom, which reduced its role 
in the second part of the evaluation period (figure 2.3). The World Bank was 
the lead development partner in all but three sectors (figure 2.4). In health 
and population, the World Bank is the lead development partner in basic 
and general health but not for reproductive health. US agencies provided the 
largest contributions to emergency response and food assistance during the 
evaluation period, complementing the World Bank’s extensive support for 
social protection (see chapter 4). 

The Bank Group has been a leading convener in technical and sector working 
groups over the evaluation period, but its strategic and program-level lead-
ership role diminished in the conflict and economic crisis period. The Bank 
Group has leveraged its comparative advantage as a convening agent to suc-
cessfully attract cofinancing for several sectors. For example, the Bank Group 
secured development partner financing for Ethiopia’s rural and urban safety 
net programs; the Productive Safety Net Program (PSNP; discussed in detail 
in chapter 4); and projects in health, water sanitation and hygiene, agricul-
tural productivity, and basic education. It also hosts the PSNP’s coordination 
secretariat. The World Bank has been a rotating chair of the Development 
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Partners Group, which aims to align partners’ development and aid efforts in 
the country. Interviews indicate that development partners appreciated the 
Bank Group’s convening role, although some would have welcomed stron-
ger strategic leadership on critical program-level issues. However, given the 
context of the COVID-19 pandemic and the Tigray conflict when staff were 
evacuated from the country and partners applied divergent approaches, the 
conditions for more strategic development coordination were absent.

Figure 2.3. �Share of Disbursed Overseas Development Assistance by 

Development Partner, by Strategy Period

25% World Bank Group

21% United States

15% United Kingdom

EU institutions 7%

Germany 3%
Netherlands 3%
Global Fund 1%

Bill & Melinda Gates Foundation 2%
African Development Fund 1%

Canada 3%
Korea, Rep. 2%

Japan 2%

Other 14%

36% World Bank Group

19% United States

5% United Kingdom

EU institutions 5%

Germany 6%

Netherlands 2%
Global Fund 3%

Bill & Melinda Gates Foundation 2%
African Development Fund 3%

Canada 1%
Korea, Rep. 2%

Japan 1%

Other 17%

a. 2013–17

b. 2018–22

Source: Independent Evaluation Group, based on the Organisation for Economic Co-operation and 
Development’s Development Assistance Committee database.

Note: EU = European Union.
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The World Bank assumed a strong leadership role among development part-
ners when there was a reform opening in 2018–20. The World Bank quickly 
engaged with the government on its reform program to develop a DPO, play-
ing a key role on macro policy dialogue during a time when an IMF program 
was not yet in place. In doing so, the World Bank also secured cofinancing 
from France and Germany for the first Growth and Competitiveness DPO. 

The development partner landscape became more fragmented during the 
conflict and economic crisis period of 2020–23, making it harder to con-
vene partners around development issues. As the conflict intensified, many 
development partners shifted their financial support strategies in divergent 
directions. For example, the United States, Ethiopia’s largest bilateral de-
velopment partner, ramped up its emergency response and food aid—from 
56 percent of its 2020 assistance to 84 percent of its 2021 and 2022 assis-
tance (US Department of State 2024). Development partner fragmentation 
has continued into the period after the Tigray conflict. The World Bank 
carried out a damage assessment for the Tigray conflict, which underlines 
the need for reconstruction. However, to date, there has been limited fund-
ing from the international community for Tigrayan reconstruction. The Bank 
Group was unable to play a larger role in convening partners on reconstruc-
tion efforts in Tigray since the end of the conflict.

Evolution of the World Bank Group’s Portfolio

The Bank Group adapted to the changing circumstances over the evaluation 
period, helping avoid a worse economic crisis and higher poverty levels. It 
increased the use of PforR to promote policy reforms in the early evaluation 
period before DPOs were viable. During the period of reform, the World Bank 
quickly prepared a DPO series to advance critical policy reforms. The World 
Bank responded to various crises during the later evaluation period—for 
example, COVID-19, locust upsurge, drought, and conflict—and maintained 
its engagement and financing over the conflict and economic crisis period, 
including increasing financing through additional financing, thereby helping 
avoid a worse economic crisis and higher poverty levels. IFC sought to re-
main engaged with investments throughout the evaluation period, adjusting 
its strategic approach and committing the largest number of projects in 2019 
as reforms took hold. After the reforms, IFC and the Multilateral Investment 
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Guarantee Agency (MIGA) worked together to support the entrance of a sec-
ond telecommunications provider.

The Bank Group’s financing to Ethiopia almost doubled during the evalua-
tion period. Between FY13 and FY17, IDA committed $7.2 billion in funding. 
This commitment rose to $13.2 billion between FY18 and FY23, totaling 
$20.3 billion over the evaluation period (figure 2.1). The IDA portfolio in-
cluded 31 active projects at the start of the evaluation period, valued at 
$4.6 billion, and another 92 projects were approved during the evaluation 
period. Country staff often accessed IDA Windows, including the Crisis 
Response Window, Window for Host Communities and Refugees, and 
Regional Window, in addition to the performance-based allocation system. 

The portfolio shifted from an emphasis on investment project financing to 
fast-disbursing PforR, even when validating PforR performance became more 
difficult in the conflict and economic crisis period. Early in the evaluation 
period, PforR totaling $4 billion (figure 2.1) provided opportunities to pro-
mote policy reforms, especially when development policy lending was limited 
before 2018. Part of the increase in PforR in Ethiopia is attributed to a strate-
gic decision in the CPS to use PforR instruments more frequently to achieve 
basic service delivery goals, scale up successful programmatic approaches, and 
reinforce government systems. By the end of the CPE period, Ethiopia was the 
third-largest user of PforR by financing volume among all World Bank coun-
try programs. However, the World Bank continued to use PforR in Ethiopia, 
even when validating PforR performance became more difficult in a context 
of weakening institutions (see box 1.1) and after the government reduced the 
independence of the Ethiopian Statistical Service in 2021, according to staff 
interviews and Proclamation Number 1263/2021 (Ethiopia 2022). 

PforR approved during the period of economic crisis assessed fiscal sus-
tainability at the sector level but did not fully mitigate against large and 
increasing foreign exchange parallel market premiums. The June 2019 World 
Bank directive elaborated on the requirement to analyze the implications of 
the fiscal context on a PforR program (World Bank 2024b).3 The World Bank 
has approved five PforR operations since the directive was issued: three in 
the form of additional financing and two hybrid PforR operations to allow for 
TPI in conflict-affected areas. Three PforR projects were approved in FY23, 
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when foreign exchange shortages increased already high parallel market 
premiums from 50 percent to 95 percent. These PforR projects assessed fiscal 
sustainability at the sector level, including the share of World Bank and oth-
er partner financing, and sector-level debt issues.4 They also considered the 
implications of the large and sustained foreign exchange rate premiums for 
the projects and included measures to partially mitigate them.5 As noted in a 
separate World Bank policy research working paper, “a useful counterfactual 
would be to ask what impact a move to market interest rates and exchange 
rates would have on debt levels and dynamics” (Gill and Pinto 2023, 21) 
and, in this case, the fiscal sustainability of the program. It is notable that 
the government significantly increased its contribution to the program only 
after the macroeconomic imbalances started being addressed. 

During the reform period, the Bank Group restarted development policy lending 
to rapidly support critical policy reforms. It approved the $1.2 billion Ethiopia 
Growth and Competitiveness development policy financing (DPF) in 2018, short-
ly after the government announced its new reform program. This project was 
designed to be the first in a series of three large budget support operations after 
a 13-year hiatus in development policy lending. The second DPF ($500 million) 
was approved in March 2020, followed by $250 million in supplemental financing 
in June 2020 to support the country’s COVID-19 response. The conflict in Tigray 
led the World Bank to cancel the third DPF in the series, and IEG and the World 
Bank rated the series outcome as moderately unsatisfactory.

The World Bank responded quickly to numerous shocks, particularly in the 
reform and conflict and economic crisis periods. The World Bank respond-
ed to drought with two additional financing operations for the safety net 
program. Since 2020—during COVID-19 and then during the conflict and 
economic crisis period—the World Bank has mounted a significant response 
to the COVID-19 pandemic with an emergency response project that had 
three additional financing operations, additional financing for microfi-
nance through both the Women’s Entrepreneurship Project and the Ethiopia 
Small and Medium Enterprise (SME) Finance Project, supplemental financ-
ing for the DPO series, and additional financing for the Enhancing Shared 
Prosperity Through Equitable Services project, among other efforts. It also 
prepared a locust response project, which then received additional financing. 
There were two projects to address issues related to refugees and displaced 
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people and a project to respond to the conflict. It also secured additional 
financing for the urban and rural safety net programs in response to the eco-
nomic crisis, drought, food insecurity, and conflict. 

The portfolio’s growth was facilitated by a large proportion of additional 
financing, especially over the conflict and economic crisis period, which 
limited the number of Implementation Completion and Results Reports 
(ICRs) to 15 and opportunities for strategic course correction. The share of 
additional financing grew from 19 percent of newly approved projects during 
2013–17 to 30 percent during 2018–23. Comparable countries saw a decrease 
in the number of projects consisting of additional financing, from 23 percent 
of projects to 19 percent (figure 2.5). In terms of commitments, additional 
financing for Ethiopia increased from 9 percent of new commitments during 
2013–17 to 22 percent during 2018–23. Such a large reliance on additional 
financing meant that the Bank Group could extend the same interventions 
relatively quickly with minimal adjustments. This helped increase govern-
ment resources during the COVID-19 pandemic and the economic crisis to 
support social protection and poverty alleviation in non-conflict-affected 
areas, as well as during the Tigray and subsequent conflicts. However, it also 
meant that there were few ICRs (only 15), which may have limited opportu-
nities for learning and strategic rethinking and course corrections.

Figure 2.5. �Share of Number of Projects That Are Additional Financing of 
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The World Bank allocated $4 billion to social protection throughout the 
evaluation period, making it the largest area of support, followed by public 
administration and agriculture. Figure 2.6 shows that social protection 
represented 22 percent of the World Bank’s total financing in FY13–23. 
The large size of this sector reflected the World Bank’s consistent support 
over the evaluation period for Ethiopia’s PSNP. Public administration 
projects accounted for $2.6 billion, or 14 percent of total financing during 
the evaluation period. This category’s large share of commitments is 
due to the wide variety of subsectors within it related to service delivery, 
including health, education, infrastructure services, and, in later years, 
flood management and human capital development. These service 
delivery projects increasingly were PforR projects. Agriculture accounted 
for the third-highest sector share of the portfolio, totaling $2.1 billion, 
or 12 percent of total financing, reflecting its importance in Ethiopia’s 
economy (see chapter 3). Industry, trade, and financial sector projects 
accounted for the fourth-largest share of World Bank commitments, with 
more than half of it attributed to DPF (see chapter 3). 

World Bank disbursements increased during the evaluation period, in line 
with the portfolio’s growth. Social protection averaged 32 percent of to-
tal disbursements during the evaluation period, which was regularly the 
highest-disbursing sector apart from the years with DPO disbursements. 
The Health, Nutrition, and Population Global Practice projects increased 
disbursements to $114 million in FY20, the first year of the COVID-19 
pandemic. Similarly, the Macroeconomics, Trade, and Investment Global 
Practice projects dramatically increased disbursements with the approval of 
the Growth and Competitiveness DPOs in FY19 and FY20. There was lit-
tle change in disbursement patterns during the Tigray conflict despite the 
World Bank pausing new project approvals for several months during this 
time. Disbursements surged in FY23, driven by social protection, agriculture, 
health, and financial access projects (figure 2.7). The FY23 surge in disburse-
ments—at a time when foreign exchange market parallel premium increased 
from 50 percent to more than 90 percent—was largely due to investment 
project financing, which increased by 68 percent in FY22 and made up 
81 percent of FY23 disbursements, whereas PforR disbursements increased 
by only 6 percent in FY22. 
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Figure 2.6. �World Bank Commitments by Sector and Strategy Period, 

FY13–23
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IFC and MIGA expanded private sector participation in telecommunica-
tions and agriculture, but financial repression measures constrained their 
financial sector efforts. IFC and MIGA were able to take a bigger role in 
telecommunications after the government announced a greater openness 
to private sector investments with the 2018 reform opening and the Bank 
Group’s DPO engagement. Specifically, MIGA provided a guarantee for 
$1.0 billion in telecommunications, whereas IFC advised the government in 
designing the country’s first mobile telecommunications license and ten-
dering telecommunications frequencies. IFC also engaged in two investment 
projects totaling $260 million (see box 3.2). The state’s dominance in the 
financial sector limited IFC’s and MIGA’s opportunities to provide long-
term support to private financial institutions during the evaluation period. 
Accordingly, IFC focused on trade and supply chain finance during the first 
half of the evaluation period as part of its support for finance and insur-
ance (figure 2.8). In addition, both IFC and MIGA supported projects in the 
agribusiness and food manufacturing space. Together, telecommunications, 
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the financial sector, agribusiness, and food manufacturing accounted for 
93.4 percent of IFC commitments and 91.1 percent of MIGA guarantees is-
sued during the evaluation period.

Figure 2.7. World Bank Disbursements by Global Practice and Fiscal Year
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Figure 2.8. �The International Finance Corporation’s Ethiopia Investments 

by Industry and Strategy Period, FY13–23
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Note: CPF = Country Partnership Framework; CPS = Country Partnership Strategy.

Adaptation of the World Bank’s Portfolio to 
Conflict

The Tigray conflict, which broke out in November 2020 and spilled over to 
other regions, forced the World Bank to adapt quickly once again. The Bank 
Group paused most of its programs in Tigray in response to the initial armed 
conflict in November 2020 and then stopped implementation entirely in 
that region in June 2021. The change in circumstances was highlighted by 
the Bank Group’s July 2021 designation of Ethiopia as a country classified 
as fragile and conflict-affected situations. That said, the Board of Executive 
Directors continued to approve new operations throughout FY21. However, 
Bank Group shareholders expressed concern about atrocities and the po-
tential that the World Bank would inadvertently fund the conflict. As a 
result, the Bank Group paused the approvals for new lending in Ethiopia in 
late 2021, except for an emergency COVID-19 recovery operation, pending 
the completion of a Risk and Resilience Assessment (RRA). These abrupt 
changes occurred in 2020, when World Bank staff were largely not meeting 
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in person because of COVID-19, and after November 2021, when staff were 
briefly evacuated from Ethiopia because of security concerns. 

The Bank Group prepared the RRA rapidly while seeking to balance candid 
analysis with the document’s public disclosure. The RRA provided valuable in-
formation on and analysis of the conflict, but the interviews with World Bank 
staff indicated that the RRA was rushed, as the team had prepared the RRA 
in just 45 days between the Concept Note and the decision meeting. Some 
interviews indicated that the RRA did not carry out consultations with certain 
outside experts and stakeholders who could provide diverse views. Moreover, 
the World Bank’s decision to share the RRA with the government may have 
reduced the document’s candor, according to the interviews. This cautious 
approach was understandable in the context of several United Nations offi-
cials recently being declared as personae non gratae. Nonetheless, the RRA’s 
recommendations were overly broad and did not provide specific guidance on 
how to engage in a context where the government was a party to the conflict. 
However, the RRA’s completion allowed the World Bank to resume lending 
approvals in April 2022, for the Response-Recovery-Resilience for Conflict-
Affected Communities in Ethiopia Project, which was designed to address the 
conflict situation.6 IFC lending resumed in June 2022.

The World Bank adapted its implementation approach in the wake of the 
conflict, including attempts to introduce TPI and monitoring. After the RRA, 
the World Bank limited new project approvals to those addressing basic 
needs for vulnerable populations and preserving human capital in what 
was called a more people-centered approach. The World Bank also sought 
to introduce TPI and monitoring in conflict-affected areas for new projects 
approved in FY22. During this time, disbursements continued uninterrupted 
outside of Tigray and other conflict-affected regions, which provided re-
sources to the government so it could continue providing services during an 
economic crisis (figure 2.7).

The World Bank’s efforts to use TPI largely did not materialize because of 
government concerns about the high cost, which increased implementation 
and governance risks. TPI was meant to allow projects to continue to access 
areas affected by violence and maintain project implementation without 
the central government’s involvement, but the government raised concerns 
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about its higher cost and sought to assume project implementation.7 The 
World Bank envisioned TPI for projects approved in FY22 and later for 
conflict-affected regions, but the government did not agree to the terms of 
TPI by the time the Tigray conflict ended in November 2022 (FY23); conse-
quently, TPI was used only for a few projects. By May 2024, just $110 million 
of the $2 billion of commitments to Tigray were disbursed using TPI.8 This 
amount included United Nations agencies implementing $65 million to sup-
port PSNPs and $41 million to support the Response-Recovery-Resilience 
for Conflict-Affected Communities in Ethiopia Project.9 The World Bank 
also requested TPI in the Amhara and Oromia regions, which have been 
affected by violence since the end of the Tigray conflict, but the government 
refused this request as well. The continued reliance on the government for 
implementation during the conflicts has increased the World Bank’s imple-
mentation and governance risks.

The World Bank did not resume its engagement in Tigray until after the 
conflict ended. World Bank project implementation only gradually restarted 
in Tigray, starting with some pilot projects in 2023 and expanding imple-
mentation more widely in FY24. The restart of implementation in Tigray was 
delayed by extended negotiations with the government over TPI contracts, the 
introduction of an Interim Regional Administration to oversee Tigray’s reinte-
gration, and the need for the World Bank to carry out project audits. The World 
Bank had prepared a damage and needs assessment with the government 
halfway through the Tigray conflict, in December 2021.10 The assessment esti-
mated the region’s reconstruction needs at $19.7 billion. Despite this estimate, 
development partners have not committed meaningful sums to a reconstruc-
tion trust fund, and the World Bank has limited committed financing, largely 
as part of existing projects, for reconstruction in Tigray.

Security concerns and resulting travel restrictions since 2020 increasingly limit-
ed the World Bank’s access to project sites outside Addis Ababa. IEG interviews 
and survey data indicate that task teams were unable to visit several locations 
because of the COVID-19 pandemic or conflict-related travel restrictions. Thirty-
seven percent of survey respondents (14 out of 38) stated that they were unable 
to carry out on-site supervision since FY20. Eighty-one percent of staff respon-
dents said that project implementation was constrained or severely constrained 
by site access restrictions. Mission data for Ethiopia,11 from before the COVID-19 
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pandemic and the conflict, indicate that about one-third of missions conducted 
field visits outside of the capital. Once the COVID-19 pandemic–related travel re-
strictions were lifted in FY22, missions to Addis Ababa and outside Addis Ababa 
resumed at a rate similar to before the pandemic. However, the share of missions 
outside Addis Ababa dropped to 20 percent in FY23 and to 13 percent in FY24 as 
conflict spread to Oromia and Amhara (figure 2.9). 

Figure 2.9. �World Bank Group Missions to Addis Ababa and Outside 

Addis Ababa

0

500

1,000

1,500

2,000

2,500

3,000

3,500

4,000

4,500

Outside Addis AbabaAddis Ababa

0

10

20

30

40

50

60

Share of mission stops 
outside Addis Ababa

202420232022202120202019201820172016201520142013

Fiscal year

M
is

si
o

ns
 (n

o
.) 

S
ha

re
 o

f m
is

si
o

n 
st

o
p

s 
o

u
ts

id
e

 A
d

d
is

 A
b

ab
a 

(%
)

Source: Independent Evaluation Group.

Staff turned to other off-site supervision tools because of site access restric-
tions. Task teams and the government also turned to other off-site supervision 
tools, such as reverse missions, photo and video evidence, iterative beneficiary 
monitoring, and the Geo-Enabling Initiative for Monitoring and Supervision. A 
task team leader indicated in an interview and in the IEG survey that they had 
tried to access trust fund resources for third-party monitoring.

The World Bank Group’s Portfolio Effectiveness

In Ethiopia, the Bank Group’s effectiveness was moderate, and its portfolio’s 
development outcome ratings declined over the evaluation period. The 2017 
IEG Completion and Learning Review Validation (CLRV) rated the develop-
ment outcomes of the FY13–16 CPS as moderately satisfactory.12 The 2024 



Ind
e

p
e

nd
e

nt E
valu

atio
n G

ro
u

p
 

W
o

rld
 B

ank G
ro

up
 

 
 

 
35

CLRV rated the outcomes for the FY18–22 CPF as moderately unsatisfactory 
(table 2.1; World Bank, forthcoming-a). The Bank Group achieved or mostly 
achieved 72 percent of its indicators in the FY13–16 CPS, compared with 
52 percent in the FY18–22 CPF. There were also indicator gaps, which hin-
dered outcome monitoring. For example, most 2024 CLRV indicators were 
from 2021 or earlier because of the inability to monitor activities during the 
conflict and in the aftermath of the COVID-19 pandemic. As a result, it is 
uncertain whether projects have sustained results since 2021. The outcomes 
across CPS and CPF focus areas are discussed in further detail in appendix C. 

The World Bank’s project performance ratings in Ethiopia were higher than 
CPS and CPF ratings, although they are based on a small sample. Only 15 
projects closed and had ICRs prepared during the evaluation period—42 per-
cent of the portfolio (figure 2.10). This low percentage was caused by a 
40 percent growth in the World Bank’s Ethiopia portfolio between the 
first and second strategy periods and the increase in additional financing. 
Projects assessed by 15 ICRs and the corresponding ICR Reviews per-
formed better than higher-level outcome indicators in the CPS and the CPF. 
Misalignments occurred where project-level outcome ratings did not reflect 
high-level outcomes in the CPS or the CPF (for example, for some educa-
tion projects). In other areas, project performance and CLRV ratings were 
similar—for example, industrial parks were rated moderately unsatisfacto-
ry in both. Overall, 86 percent of operations in Ethiopia that closed during 
the CPE period received IEG outcome ratings of satisfactory (53 percent) or 
moderately satisfactory (33 percent). In comparison, the average for African 
projects was 75 percent. Investment project financing has a shorter median 
lifespan than in other parts of Africa—six years in Ethiopia compared with 
seven years in Africa. Implementation Status and Results Report ratings 
for projects without an ICR indicated slightly better outcome ratings, with 
all being in the satisfactory range: 4 percent highly satisfactory, 56 percent 
satisfactory, and 40 percent moderately satisfactory.

IFC investment projects evaluated during the CPE period were all rated less 
than satisfactory. During the evaluation period, IEG validated Expanded 
Project Supervision Reports for four IFC projects. Two agribusiness projects 
did not achieve their intended results (see chapter 3). A trade finance project 
helped Ethiopia import refined oil products in 2014 after the bank previously 



36
	

T
he

 W
o

rl
d

 B
an

k 
G

ro
u

p
 in

 E
th

io
p

ia
, F

is
ca

l Y
e

ar
s 

20
13

–2
3 

 
C

ha
p

te
r 2

providing this service pulled back its engagement. This project achieved 
its objectives, but its short time frame did not allow IFC to track whether 
any project outcomes led to less-than-satisfactory ratings. An early equity 
investment in a gold mine yielded disappointing results because deposits 
were smaller than anticipated and the geography proved more challenging 
to mine than expected. Such early investments are inherently risky, but IFC 
could have taken more efforts to mitigate these risks. 

Table 2.1. �Performance of Completion and Learning Review Indicators 
(percent)

Share of Indicators CLRV for FY13–16 CPS CLRV for FY18–22 CPFa

Achieved 54 38

Mostly achieved 18 14

Partially achieved 14 21

Not achieved 14 28

Source: Independent Evaluation Group.

Note: CLRV = Completion and Learning Review Validation; CPF = Country Partnership Framework; CPS = 
Country Partnership Strategy. 
a. Out of 31 indicators, 2 were not verified. 

Figure 2.10. �ISR and ICRR Outcome and Bank Performance Ratings for 

Projects Approved During FY13–23
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Gaps in monitoring and evaluation (M&E) weakened project oversight. IEG 
assessments indicate that two-thirds of projects closed during the evaluation 
period received a modest or negligible rating for M&E quality. Several issues 
contributed to this rating: (i) results frameworks often lacked appropriate 
indicators or baselines for tracking; (ii) management information systems 
underperformed, causing delays in monitoring progress and reporting 
against targets; and (iii) projects had insufficient M&E capacity, with limited 
efforts to improve it throughout the project life cycle. 
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1  The Country Economic Memorandum raised how an overvalued exchange rate undermines 

competitiveness and then couches a policy adjustment in terms of a trade-off. 

2  As discussed in the Inter-Agency Humanitarian Evaluation of the Response to the Crisis in 

Northern Ethiopia (IASC 2024), this was in the context of the government declaring seven 

United Nations officials as personae non gratae and expelling them in September 2021. 

3  The directive states: “Expenditure Framework. The task team assesses the implication of 

the country’s fiscal context on the PforR Program and any impact of the PforR Program on 

the fiscal outlook. In addition, the task team assesses the level, efficiency, transparency, and 

effectiveness of the expenditures included in the PforR Program. This includes consideration 

of whether the planned expenditures are adequate to achieve the PforR Program results, 

whether the medium-term budget allocated to the Program is sustainable, and whether there 

are major historical discrepancies between budget allocations, releases, and actual expendi-

tures” (World Bank 2024b, 7). 

4  They discussed risks to sustainability due to declining tax revenues and worsening macro-

economic conditions, including high inflation, and heightened risks related to high domestic 

and external debt.

5  Two PforR projects included some measures to partially mitigate the large premiums, in-

cluding the government topping up IDA disbursements with an additional 50 percent in local 

currency—although only for the investment project financing portion in one of the proj-

ects—thereby partially making up the difference between official and market exchange rates. 

Additional financing for an energy project PforR substantially discussed the parallel exchange 

rate premium and the state of exchange rate policy dialogue among IMF, the World Bank, 

and the government; analyzed the implications of the parallel market premium on project 

costing and economic rates of return; and indicated that 61 percent of the project financing 

was expected to be used for US dollar transactions. The World Bank issued PforR guidance on 

dealing with parallel market premiums in January 2024 (World Bank 2024c).

6  The project’s project development objective is to (i) rebuild and improve access to basic ser-

vices and climate-resilient community infrastructure and (ii) improve access to multisectoral 

response services for gender-based violence survivors in selected conflict-affected communi-

ties in Ethiopia.

7  The World Bank’s approach to TPI in Ethiopia differed from some other countries, where 

it involves a financing agreement between the World Bank and a party outside of the gov-

ernment (as is the case in Afghanistan, the Republic of Yemen, or Sudan). In Ethiopia, all 
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financing agreements were with the government, where the government would contract with 

a third-party entity to deliver activities and services in locations where the government could 

not credibly do so.

8  Because of a protracted negotiation process, the government had still not agreed on the 

terms of implementation for TPI by the time the Tigray conflict ended in November 2022, 

after which the government took back implementation in Tigray. As such, TPI was used only 

for a few operations.

9  During the second half of FY24, about $110 million was disbursed through United Nations 

implementation under contracts signed in FY23: $65 million in social protection transfers 

through the World Food Programme; $25 million and $16.5 million through the United 

Nations Office for Project Services for implementing two components of the Response-

Recovery-Resilience for Conflict-Affected Communities in Ethiopia Project (basic services and 

gender-based violence); and less than $10 million for health projects.

10  The damage and needs assessment was funded by the State and Peacebuilding Fund.

11  These data included missions originating from outside or within Ethiopia.

12  The Completion and Learning Review Validation (CLRV) was called the Completion and 

Learning Review Review (CLRR) before May 1, 2023.
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3 | �The World Bank Group’s Efforts to 
Expand Ethiopia’s Private Sector

Highlights

The World Bank Group program adapted to the constrained pol-
icy environment during the early evaluation period to support 
the development of the private sector in areas open for dialogue 
and engagement—advisory services and analytics and projects 
focusing on small and medium enterprises and industrial parks. 
During the brief period of policy reform, it moved quickly with a 
development policy operation to support broader private sector 
development policies.

At the start of the evaluation period, the Bank Group and the 
Ethiopian government agreed on the country’s economic devel-
opment goals but had different views on how to achieve them: 
the government prioritized a state-led approach, whereas the 
Bank Group highlighted growing macroeconomic imbalances that 
suggested a greater role for the private sector. While the country 
initially experienced high economic growth rates, macroeconomic 
imbalances emerged and created challenges for fiscal sustainabili-
ty and continued growth and poverty reduction.

The Bank Group quickly developed the highly relevant Growth and 
Competitiveness development policy operation series to support a 
reform opening in 2018. The series sought to support critical poli-
cies to improve macroeconomic stability and enable private sector 
growth. The development policy operation had notable successes, 
but slower-than-anticipated reform momentum and policy rever-
sals during the ensuing conflict and crisis period undermined the 
success of some reforms in the short term. 
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The World Bank’s and International Finance Corporation’s effec-
tiveness in improving the trade and business environment during 
the early period was limited in the absence of broader macroeco-
nomic policy reforms. There was limited scope to scale up access 
to finance as key constraints to private sector participation in the 
financial sector remained unresolved.

At the start of the evaluation period, the Bank Group supported the 
government’s efforts to build industrial parks to promote export-
oriented manufacturing as a solution for nurturing the private 
sector when there was limited appetite for broader reforms. These 
parks yielded some positive results but did not have much of an 
impact on Ethiopia’s employment levels or export performance.

The World Bank’s efforts to improve agricultural productivity 
aligned with government priorities and achieved notable 
successes, despite constraints such as the prevalence of small-
scale farms and the absence of broader economic reform that 
would reduce the government’s role in the sector. However, 
production growth has not kept pace with rising demand, and the 
macroeconomic imbalances (particularly the overvalued exchange 
rate) undermined agricultural export potential.
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This chapter evaluates the Bank Group’s efforts to increase the private 

sector’s participation in Ethiopia’s economy. It first looks at the Bank 
Group’s efforts to nurture private sector participation in Ethiopia’s economy 
by improving enabling conditions such as the macroeconomic environment, 
business regulations, and access to financial services. The chapter describes 
how the space for the World Bank’s proposed reforms to expand the coun-
try’s private sector grew after a new government signaled more openness to 
private sector participation in the economy in 2018 and the World Bank’s 
engagement on economic issues evolved. The final two sections of this chap-
ter examine the Bank Group’s efforts to boost economic growth in a private 
sector–constrained environment through the productive sectors of manufac-
turing and agriculture. 

Enabling the Private Sector

The private sector’s involvement in Ethiopia’s economy is limited. In 2012, 
private companies contributed just 2.7 percent to GDP and employed just 
5.8 percent of the workforce (World Bank 2012a). At the time, Ethiopia 
ranked 111th out of 183 economies in the Doing Business rankings (World 
Bank 2012b) and 121st out of 141 countries in the World Economic Forum’s 
Global Competitiveness Index (WEF 2012). Both ranking systems identified 
limited access to finance, difficulty in starting a business, and weak trade 
logistics as areas holding back private sector growth in Ethiopia (World Bank 
Group 2015). The 2016 Systematic Country Diagnostic identified these same 
issues and unreliable energy access as the binding constraints for the private 
sector (World Bank 2016b). 

This section evaluates the Bank Group’s efforts to enable Ethiopia’s private 
sector development. It first examines initiatives to strengthen macroeconomic 
conditions conducive to private investment. Next, it looks at efforts to en-
hance the business environment—including trade, infrastructure, and logistics 
measures—that would improve a firm’s ability to operate in the country. 
Finally, it explores the Bank Group’s efforts to expand access to finance and 
enhance financial inclusion. Each subsection details the Bank Group’s strate-
gies and operations and their relative effectiveness in these areas.
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The World Bank program adapted to the constrained policy environment to 
support the development of the private sector in areas where there was space 
for engagement. In the period of increasing macroeconomic imbalances, when 
there was limited room to promote policy reforms, the World Bank invested 
in the areas where it was able to operate within the constraints of the gov-
ernment policy: support for micro, small, and medium enterprises; industrial 
parks; and agriculture. Some projects, such as the ones focusing on trade 
logistics, were approved before the period of reforms but benefited from re-
forms when they materialized. During the period of increasing macroeconomic 
imbalances, the World Bank supported macroeconomic dialogue through ASA, 
avoiding public confrontation on areas of policy disagreement. The World 
Bank sought to influence Ethiopia’s nonconcessional borrowing during this 
period by agreeing on borrowing ceilings with the government, but these ceil-
ings were repeatedly violated through FY18, gradually increasing to a high risk 
of debt distress, despite penalties imposed by the World Bank (box 3.1).

The Bank Group adapted quickly during the reform period in 2018, which 
was short-lived and soon interrupted by a longer period of conflict and 
economic crisis. When a reform opening occurred in 2018, the Bank Group 
was ready to quickly develop a DPO series to support the reforms. When the 
period of reform was interrupted by the conflict and economic crisis, the 
World Bank lowered its public profile by discontinuing the publication of its 
macroeconomic updates. The program then focused on additional financing 
for microfinance and the Agricultural Growth Program (AGP), which helped 
provide additional resources that may have helped the country avert a worse 
economic crisis and higher poverty levels (figure 3.1). The World Bank’s con-
tinued relationship with the government allowed it to support new reforms 
after the evaluation period with a new DPO series, and an IMF program in 
July 2024 supported exchange rate liberalization. IFC adapted to the chang-
ing environment by focusing on areas in which it was able to support private 
sector development, such as agriculture and short-term finance, while 
engaging in a range of relevant advisory activities to prepare the ground 
for potential reforms. However, some reforms, such as adjustments of the 
exchange rate and steps toward liberalizing the financial sector, materialized 
only after the evaluation period or not at all, limiting IFC’s ability to engage 
in sectors where it had a larger potential role.
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Box 3.1. The World Bank’s Nonconcessional Borrowing Policies

The World Bank’s debt policies were unable to help Ethiopia adequately contain rising 

nonconcessional debt, but they did play a role in restructuring state-owned enterprise 

(SOE) debt in recent years. Notably, the World Bank’s Non-Concessional Borrowing 

Policy and its 2020 successor, the Sustainable Development Finance Policy, set the 

annual nonconcessional borrowing ceilings with the government during the evaluation 

period. However, despite government reforms, Ethiopia’s SOEs repeatedly breached 

these ceilings, including in FY13, FY14, FY17, and FY18. In response, the International 

Development Association hardened its lending terms by converting grant portions of 

its performance-based allocation to credits. The World Bank also lowered the non-

concessional borrowing ceilings it agreed on with the government as the risk of debt 

distress worsened, eventually reaching a zero-limit ceiling in 2019, as the analysis in-

dicated that Ethiopia should no longer access nonconcessional borrowing to maintain 

debt sustainability. Starting in 2019, the government did not resort to nonconcessional 

borrowing. The ceilings, combined with government controls on SOE debt (includ-

ing the government’s Public Debt Management and Guarantee Issuance Directive), 

contributed to reducing Ethiopia’s SOE debt from more than 30 percent of GDP in FY18 

to about 8 percent by June 2022. The Sustainable Development Finance Policy also 

helped restructure SOE debt. The policy included performance and policy actions that 

helped establish and finance the Liability and Asset Management Company, to which 

troubled SOEs could transfer their liabilities. Other performance and policy actions 

strengthened the Ministry of Finance oversight of SOE fiscal risks, for which the World 

Bank provided capacity-building support. The development policy operation also sup-

ported actions to enhance transparency by expanding debt reporting.

Source: Independent Evaluation Group.
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Ethiopia’s reengagement in reform efforts since the end of the evaluation 
period helped it take steps toward addressing some of the key constraints 
that limited the effectiveness of Bank Group engagement. Engagement with 
IMF and the World Bank has helped the country make progress toward facil-
itating exchange rate liberalization. Steps to reduce constraints to financial 
sector development are under preparation, with the opportunity to increase 
the effectiveness of Bank Group support to enabling the private sector.

Improving Macroeconomic Conditions 

Major macroeconomic distortions undermined Ethiopia’s private sector 
development and export performance throughout the evaluation period. 
These distortions included an overvalued exchange rate and financial re-
pression measures that kept interest rates low and directed the bulk of credit 
and foreign exchange to SOEs for financing public infrastructure. They also 
included central bank financing of the fiscal deficit and trade and regulatory 
restrictions. These distortions, in addition to external shocks such as drought 
and conflict, contributed to weak export performance. Exports of goods and 
services decreased from 12.5 percent of GDP in 2013 to 6.6 percent in 2023, 
significantly lower than the African average of 25.8 percent. Acute macro-
economic distortions worsened during the evaluation period and included 
a shortage of foreign currency and high parallel market premiums, high 
inflation, and burgeoning external debt. As a result, by 2019, Ethiopia had 
reached a high risk of external debt distress.1 In December 2023, it defaulted 
on a Eurobond payment, putting the country in debt distress. 

Ethiopia’s move toward a greater private sector role in the economy during 
the reform period of 2018–20 was disrupted by COVID-19 and a period of 
conflict and economic crisis. The government became more open to econom-
ic reforms based on the HGERA in 2018. However, the COVID-19 pandemic 
affected production and supply chains, slowing private investment at that 
time. In addition, the Tigray conflict and ongoing conflict in other regions 
increased the risks and potential costs for firms operating in Ethiopia. 
Moreover, the Tigray conflict prompted the United States to expel Ethiopia 
from the African Growth and Opportunity Act in November 2021, which 
removed duty- and quota-free access to the US market for Ethiopian manu-
facturing exports. The Tigray conflict also resulted in decreased development 
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financing to Ethiopia, exacerbating the foreign exchange shortage and the 
ensuing debt crisis. Ethiopia’s high climate vulnerability further limits the 
private sector’s appetite for investment, particularly in agriculture. 

Both Bank Group strategies sought to support macroeconomic stability and 
promote private sector growth, but an opening for these reforms emerged 
only in 2018. Both the FY13–16 CPS and the FY18–22 CPF supported debt 
management, revenue mobilization, and a stable exchange rate as important 
components for creating macroeconomic conditions that facilitate private 
sector growth. During the CPS, the Bank Group supported these policies by 
providing the government with technical assistance, nonlending ASA (see 
chapter 2), and capacity building. The CPS aspired to operationalize these 
policy reforms through a DPO; however, this did not materialize until there 
was an opening for wider government dialogues on these issues. At the 
beginning of the CPF period, the HGERA created that opening. The HGERA 
announced the government’s commitment to rebalancing the public and 
private sectors’ role in the economy by shifting away from the country’s 
state-led development model. It also prioritized stabilizing the macroeco-
nomic environment and unlocking growth potential. 

The Bank Group quickly developed a highly relevant, large DPO to support 
the government’s 2018 reform package. The World Bank’s $1.95 billion 
programmatic Ethiopia Growth and Competitiveness DPO series supported 
broad structural reforms and marked the end of a 13-year hiatus in the World 
Bank’s policy support operations.2 The Bank Group and IFC teams leveraged 
their respective knowledge base in developing the DPO. The DPO series 
sought to reform many aspects of the Ethiopian economy in areas that had 
previously been off-limits for reform. These reforms included measures to 
reduce the regulatory burden on businesses; increase exchange rate flex-
ibility; reduce financial repression; privatize SOEs; and increase foreign 
investment and competition in the energy, telecommunications, and logis-
tics sectors. However, the DPO series was high risk because of its ambitious 
scope and the continued macroeconomic distortions. Critical exchange rate 
reforms were backloaded to the third operation in the series because of the 
need to first improve and stabilize the fiscal situation before a fundamental 
exchange rate adjustment would ensue. The reform was then dropped by the 
second operation when an IMF program started to address this reform.
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The DPO achieved notable successes and laid the groundwork for further re-
forms; however, several risks materialized that undermined the DPO series’s 
success. Box 3.2 outlines one of the DPO’s most notable successes: intro-
ducing private competition into the telecommunications sector. The DPO 
also laid the groundwork for increasing foreign participation in the econ-
omy, reducing the regulatory burden on businesses, increasing the role of 
public-private partnerships, and privatizing SOEs. However, some progress 
on public-private partnerships, foreign investment, and energy sector effi-
ciency was dependent on foreign exchange reforms, for which there was only 
progress in the context of the new World Bank DPO series and IMF program 
in July 2024. Several risks materialized, particularly the COVID-19 pandemic, 
the outbreak of the Tigray conflict, and an economic crisis, which under-
mined reform momentum and led the World Bank to cancel the third DPO. 
Policy reversals that reimposed financial repression measures in a worsening 
macroeconomic environment further impeded progress. 

Box 3.2. �The World Bank Group’s Support for Investment in the 

Telecommunications Sector

The Ethiopia Growth and Competitiveness development policy operation support-

ed the establishment of an independent telecommunications regulator and a public 

consultation on how the government should select new telecommunications operator 

licenses. The International Finance Corporation provided technical assistance to the 

government, advising them on network license auctions, and invested US$257.4 mil-

lion in the winning consortium, including a US$160 million equity stake. Similarly, 

the Multilateral Investment Guarantee Agency helped by issuing US$1 billion in 

guarantees to foreign investors. The resulting investment by Safaricom increased com-

petition, contributing to a fall in the price of 1 gigabyte of data per month in Ethiopia to 

1.27 percent of per capita GDP, exceeding the target of 5 percent. Mobile money use 

reached 6.9 percent of the population in 2021, exceeding the target of 5 percent, and 

climbed to 25.4 percent by March 2023. However, the government issued only two 

telecommunications licenses, short of the target of three, as investor interest fell be-

cause of worsening macroeconomic conditions. The third telecommunications license 

auction in late 2023 failed to attract bidders.

Source: Independent Evaluation Group.
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The Bank Group’s engagement since the reform period was unable to help 
decrease SOE dominance in the economy but contributed to improving the 
oversight and governance of SOEs. SOEs crowd out the private sector, and 
their soft budget constraint and weak oversight increase fiscal risks. Since 
2018, the Bank Group has delivered several ASA projects, a DPO series, and 
the Sustainable Development Finance Policy to accelerate SOE reforms, with 
much of this work supporting better SOE oversight and financial management 
to help reduce fiscal risks.3 The DPO promoted relevant reforms, including 
guidelines and a legal framework for privatizing SOEs; however, to date, no 
SOEs have been privatized. Overall, the Bank Group–supported SOE reforms 
made limited progress in reducing SOE dominance in the economy. For ex-
ample, the DPO reforms enabled foreign investment in the logistics sector 
but were unable to liberalize the shipping sector, where one SOE continues to 
dominate. They also supported investment in the telecommunications sector 
but were unsuccessful in privatizing the state-owned company.

Improving the Business Environment

Throughout the CPE period, both Bank Group strategies aimed to improve 
Ethiopia’s trade and business environment. The FY13–16 CPS focused on 
enhancing competitiveness in manufacturing and services by improving 
business registration and licensing processes, supporting industrial zones, 
and simplifying trade logistics. However, the CPS lacked specific targets 
beyond job creation in Bank Group projects and a well-defined theory of 
change. The FY18–22 CPF continued these priorities and added trade infra-
structure support and quality assurance efforts for enterprises.

Early in the evaluation period, the Bank Group delivered relevant advisory 
support to improve the business environment that was implemented well 
but had limited effectiveness in a less conducive reform environment. The 
World Bank provided ASA support early in the evaluation period, including 
study tours to help government policy makers learn from the experiences 
of peer countries, but it produced few formal analytic products. In 2013, IFC 
launched two advisory projects to remove constraints to business regulation 
and taxation as identified in the analytic work. The program helped reduce 
business registration costs and simplify trade processes. IFC’s Business 
Taxation Project achieved its intended outputs and simplified tax procedures 
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but did not meet its higher-level target of expanding the tax base. IFC also 
helped the Ethiopian Investment Commission introduce the Systematic 
Investor Response Mechanism to address grievances and de-risk invest-
ments, but the commission’s effectiveness has been limited. 

After the start of the reform period, the World Bank’s Growth and 
Competitiveness DPO series, combined with IFC’s advisory support, helped 
modestly improve Ethiopia’s business climate. The DPO-supported policy 
reforms reduced licensing requirements, such as certificates of competence, 
making it easier to start a business. It also contributed to the government 
approving a draft Investment Proclamation, which enabled foreign par-
ticipation in more economic sectors and led to 104 investment permits 
in previously closed sectors. However, DPO triggers meant to reduce SOE 
dominance and improve competition were dropped. Toward the end of the 
evaluation period, IFC carried out relevant advisory work to improve the 
country’s business environment and investment policy, meeting its output 
targets, but it is too early to assess these efforts’ ultimate effectiveness.

The Bank Group helped improve Ethiopia’s conditions for trade over the 
evaluation period, exceeding targets despite experiencing delays due to the 
Tigray conflict. IFC supported improved export processes with the 2013 
Ethiopia Trade Logistics Project and 2019 Ethiopia Trade advisory proj-
ect. Meanwhile, the Bank Group supported private sector competitiveness 
through the Trade Logistics Project and the National Quality Infrastructure 
Development Project, both approved in 2017. The Trade Logistics Project 
improved trade infrastructure and built related capacity, including trans-
forming the Modjo dry port into a multimodal port, reducing trade logistics 
costs.4 A prior action in the second Growth and Competitiveness DPO sup-
ported reducing restrictions on foreign participation in the project, creating 
a necessary condition to allow foreign direct investment that exceeded 
project targets. However, conflict-related disruptions delayed some of the 
project’s infrastructure components and capacity-building outputs. The 
National Quality Infrastructure Development Project enhanced the private 
sector’s trade competitiveness by helping Ethiopian firms meet the quality 
standards required by global markets. The project also exceeded its targets 
for delivering quality assurance and calibration services and achieved most 
of its other goals.
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Increasing Access to Financial Services

Financial repression measures as part of the government’s economic model 
before the period of opening to reforms contributed to the financial sector 
having low levels of access. At the start of the evaluation period, Ethiopia’s 
banking sector was dominated by the public sector and the state-owned 
Commercial Bank of Ethiopia, which accounted for 70 percent of assets in 
the banking sector in 2013 but served only about 112,000 borrowers (IMF 
2013). The government also exerted influence on the 31 microfinance 
institutions in Ethiopia, which served only 2.9 million clients, less than 
4 percent of the country’s population. Ethiopia’s financial sector remained 
underdeveloped despite the country’s opening to broader economic re-
forms, with credit to the private sector lagging behind the country’s peers. 
Bank credit to the private sector improved modestly, from 10 percent at the 
start of the evaluation period to 16 percent in 2022 (figure 3.2; World Bank, 
forthcoming-b). 

Bank Group strategies were relevant for creating the conditions for 
improved access to financial services, with the World Bank and IFC engage-
ments complementing each other. The 2012 CPS acknowledged constraints 
in the financial sector but provided limited strategies for addressing them 
in the early part of the evaluation period (World Bank 2012a). The 2017 
CPF gave more attention to access to credit and financial infrastructure, 
following recommendations from a 2014 study on Ethiopia’s SME finance 
(World Bank 2017a). IFC’s strategy focused on trade and supply chain 
financing and advisory services, with the potential to expand to working 
capital solutions, lending, and equity investments if broader sector reforms 
occurred. The Bank Group reacted to the increased openness to reform 
with the 2019 report Ethiopia Financial Sector Development: The Path to an 
Efficient Stable and Inclusive Financial Sector, which proposed additional 
reforms and advisory activities for the Bank Group to focus on, such as 
improving financial stability, financial inclusion, and long-term finance for 
companies (World Bank 2019a).
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Figure 3.2. �Bank Credit to the Private Sector and Banking System Credit 

by Sector

0

10

20

30

40

50

Bangladesh

Rwanda

Nigeria

Kenya

Ethiopia

Sub-Saharan Africa

20
23

20
22

20
21

20
20

20
19

20
18

20
17

20
16

20
15

20
14

20
13

20
12

20
11

20
10

Year

a. Bank credit to the private sector

b. Banking system credit by sector

B
an

k 
cr

e
d

it 
(%

 o
f G

D
P

)

0

10

20

30

40

Private sector

LAMC

SOEs

Government

NBE

20
23

–24

20
22

–23

20
21

–22

20
20

–21

20
19

–20

20
18

–1
9

20
17

–1
8

20
16

–1
7

20
15

–1
6

20
14

–1
5

20
13

–1
4

20
12

–1
3

20
11–

12

20
10

–1
1

20
09–1

0

Fiscal year

B
an

ki
ng

 s
ys

te
m

 c
re

d
it 

(%
 o

f G
D

P
)

Sources: Independent Evaluation Group; Haver Analytics; World Development Indicators.

Note: LAMC = Liability and Asset Management Company; NBE = National Bank of Ethiopia; SOE = state-
owned enterprise.

The Bank Group adapted to the challenging context by supporting improve-
ments to Ethiopia’s financial regulation and infrastructure before there was 
a reform opening, but the effectiveness of these improvements was limit-
ed by financial repression. Before the reform period, World Bank advisory 
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work helped establish check standards, a microinsurance framework, and 
anti–money laundering compliance. For its part, IFC helped develop leasing, 
financial infrastructure, agricultural and energy finance, and credit reporting. 
With an opening in policy dialogue under the HGERA during the reform peri-
od in 2020, a DPO prior action abolished the “27 percent rule,” which required 
private commercial banks to allocate 27 percent of their lending to purchase 
central bank bills and stalled financial sector development. However, during 
the conflict and economic crisis period, the government effectively reversed 
this reform in November 2022 by mandating that commercial banks allocate 
20 percent of new loan disbursements to treasury bills at 9 percent interest. 
Similarly, in mid-2023, the government capped nominal bank credit growth 
at 14 percent, making credit flows negative when accounting for inflation. In 
all, these reversals meant that the Bank Group could not achieve many of its 
goals in improving the environment for private investment. Reform efforts 
resumed from the end of the evaluation period with renewed engagement 
from IMF and the World Bank, creating the conditions for the Bank Group 
support for financial regulation and infrastructure to bear fruit.

The Bank Group adapted to the constraints of a sector that limited the possi-
bility of introducing private solutions. In 2012, the Bank Group launched the 
Ethiopia Women Entrepreneurship Development Project with cofinancing from 
development partners. The project channeled funding through the state-owned 
Development Bank of Ethiopia to microfinance institutions that provided loans 
to female microentrepreneurs. It provided loans and nonfinancial services, 
including technical assistance for entrepreneurial skills development.5 In 2016, 
the Bank Group’s SME Finance Project extended the Bank Group’s microcredit 
support to entrepreneurs. In addition to offering microloans, the project intro-
duced leasing arrangements, with IFC’s support, to create leasing directives and 
supervisory frameworks. It also helped establish a collateral registry based on 
the recommendations from a 2014 SME finance study. 

The World Bank’s micro, small, and medium enterprise interventions 
were operationally successful, but the state’s dominance in the bank-
ing sector limited their scale. By the end of 2021, the Ethiopia Women 
Entrepreneurship Development Project had provided more than 19,000 
beneficiaries with financial services and trained more than 25,000 beneficia-
ries. A project impact study found that project participation contributed to 
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the growth of businesses, employment, and business survival rates (Alibhai 
et al. 2020). The SME Finance Project’s leasing and credit line components 
reached 6,200 SMEs, exceeding its target of 4,200, and its business devel-
opment services supported more than 2,500 micro and small enterprises, 
surpassing its target of 1,500 (IMF 2024; World Bank 2024i). The project’s 
collateral registry recorded more than 91,000 instances of beneficiaries using 
assets as collateral for loans. The DPO exceeded its target for increasing the 
percentage of total credit that is private sector credit. By most measures, 
these efforts are an operational success. However, the Commercial Bank of 
Ethiopia’s continued dominance of the banking sector inherently limits the 
potential scale of Bank Group support for financial inclusion. In other coun-
tries, successes in expanding access to finance through private institutions 
have created a demonstration effect, in line with the Bank Group’s cascade 
approach, which motivated additional private financial institutions to ex-
pand their services. In Ethiopia, limited competition from private financial 
institutions constrains this possibility.

Supporting Productive Sectors

This section evaluates the Bank Group support for productive sectors in 
Ethiopia—namely, light manufacturing and agriculture. Light manufactur-
ing and agriculture represented shared priorities between the government 
and the Bank Group to support areas with the potential to promote live-
lihoods, economic growth, and exports. Light manufacturing, especially 
the development of industrial parks, where the private sector is allowed to 
flourish within limited enclaves, represented an option for the World Bank to 
strengthen the private sector when wider economic reforms were unattain-
able. Agriculture, given its wide reach in Ethiopia, offered the Bank Group 
the greatest potential for improving rural livelihoods and boosting exports 
relative to other areas. This section also details the Bank Group’s strategies 
and operations and their relative effectiveness in these productive sectors.

Supporting Light Manufacturing

The Bank Group supported the development of industrial parks during the 
earlier period of the CPE as an option for strengthening the domestic private 
sector in the absence of deeper reform appetite. The 2012 World Bank report, 
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Light Manufacturing in Africa: Targeted Policies to Enhance Private Investment 
and Create Jobs, presented light manufacturing–based development in 
industrial parks as an opportunity to promote the private sector in African 
countries that lack the structural transformation that is usually required 
(Dinh et al. 2012). In Ethiopia, the World Bank aimed to take advantage of 
this opportunity with the 2014 Competitiveness and Job Creation Project at a 
time when willingness to reform was low. The project supported the creation 
of two industrial parks, Bole Lemi II and Kilinto, which would provide firms 
with infrastructure, trade logistics, modern skills, and ways to reduce climate 
risks. The government wanted to attract foreign direct investment to boost 
labor-intensive exports from these parks, benefiting from Ethiopia’s duty- 
and quota-free access to the US and European markets. 

In 2018, the World Bank launched the Ethiopia Economic Opportunities Program, 
expanding the industrialization agenda to create jobs for refugees. At the time, 
Ethiopia hosted about a million registered refugees and asylum seekers. The 
Ethiopian government committed to the Jobs Compact with its development 
partners to create economic opportunities for refugees, including in industrial 
parks. The Ethiopia Economic Opportunities Program is ongoing, with between 
53 percent and 80 percent of its job and economic opportunity goals met, though 
it has not made progress on issuing business licenses to refugees.

The industrial parks saw some success but never reached their full poten-
tial. Against the cautions of some analytic products, such as 4th Ethiopia 
Economic Update: Overcoming Constraints in the Manufacturing Sector (World 
Bank 2015b), and concerns from practitioners,6 the government decided to 
roll out a relatively large number of industrial parks in quick succession, 
contrary to the best practices identified in other regions. This decision 
led to implementation issues, and the Competitiveness and Job Creation 
Project faced delays and cost overruns. The loss of duty-free access to US 
markets prevented the project from attracting businesses that relied heavily 
on human labor to produce export goods,7 leading the government to shift 
Kilinto’s focus to pharmaceutical production to replace imports. Moreover, 
the industrial parks achieved only 19 percent occupancy. That said, the parks 
still exceeded their sales and investment targets and led to economic oppor-
tunities for micro and small enterprises located near the parks in transport, 
catering, small trade, and other services. 
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The Bank Group–supported industrial parks did not have a major impact on 
creating jobs or improving Ethiopia’s export performance. During the eval-
uation period, Ethiopia created 18 industrial parks—13 public and 5 private. 
The firms domiciled in these parks provided 90,000 jobs, absorbing less than 
1 percent of new entrants to the country’s labor force during that time. In 
addition, Ethiopia’s overall export growth was 2.1 percent; manufactured 
exports grew by 6.9 percent; and textiles—a sector targeted by industrial 
parks—grew by 9.8 percent. However, in FY20, industrial park exports ac-
counted for just 5.1 percent of total goods exports and 40 percent of textile 
exports (World Bank 2022b). These small increases were not enough to slow 
Ethiopia’s declining export performance compared with its peer countries 
(figure 3.3). 

Figure 3.3. Exports of Goods and Services

0

5

10

15

20

25

30
Sub-Saharan Africa

IDA countries

Ethiopia

2022202120202019201820172016201520142013

Year

E
xp

o
rt

s 
o

f g
o

o
d

s 
an

d
 s

e
rv

ic
e

s 
(%

 o
f G

D
P

) 

Source:  World Bank Open Data.

Note: IDA = International Development Association.

Increasing Agricultural Productivity

Ethiopia relies heavily on agriculture for export revenues. At the start of 
the evaluation period, 73 percent of Ethiopia’s population was employed in 
agriculture, among the highest rates in the world. Between 2013 and 2021, 
service exports (mostly from Ethiopian Airlines revenues) accounted for 
57 percent of the country’s exports, and goods accounted for 43 percent. 
Agricultural products represented 82 percent of goods exports, or 31 percent 
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of all exports. Agricultural products (mostly coffee and oil seed) remained 
flat over the evaluation period but decreased to 68 percent of all export 
goods by 2021 because of agriculture’s low export growth compared with 
other sectors.8 This drop can be attributed to climate events; soil degrada-
tion; inadequate production methods; low access to inputs and finance; 
inadequate infrastructure, including irrigation infrastructure; and land 
ownership issues that hindered farm consolidation and kept farm plots 
small—1.4 hectares on average in 2012, compared with 2.0 hectares for 
Africa and 5.1 hectares globally (FAO 2010, 2024).

Bank Group strategies aligned with the government’s goal of improving 
agricultural productivity despite limits posed by a lack of broader econom-
ic reforms. Bank Group analytics recommended that Ethiopia’s agriculture 
sector should rely more on the private sector to boost productivity, with the 
government focusing on regulating the sector. However, the government 
preferred a larger state role. IFC’s strategy argued that meaningfully ex-
panding the formal private sector’s role in agriculture would require both 
macroeconomic and sector reforms, including reducing duties and taxes on 
agricultural inputs and machinery, easing financial repression, liberaliz-
ing the exchange rate, and reducing the state’s dominant role in the sector. 
However, with such reforms unattainable at the time, the Bank Group strate-
gies focused on areas of agreement, such as increased productivity and rural 
livelihoods.9 The World Bank’s more recent work has started to enable the 
private sector in agriculture more directly. A 2019 ASA explored mobilizing 
private financing for beef, coffee, and maize production. The 2022 Ethiopia 
Food Systems Resilience Project engaged the government in reversing 
long-standing policy, institutional, and regulatory issues and addressing its 
preferential treatment of SOEs.

The World Bank’s agricultural support contributed to the country’s rapid im-
provements in agricultural productivity. AGP generally exceeded its output 
targets. A World Bank impact evaluation of the second phase of AGP showed 
that it delivered a 17 percent increase in average crop yields, with greater 
gains in the districts, or woredas, already benefiting from the project’s first 
phase. The Lowlands Livelihood Resilience Project is ongoing, achieving 
some targets for providing farmers with agricultural assets and services 
but falling short of yield increase goals. The Livestock and Fisheries Sector 
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Development Project is nearing completion and has achieved productivity 
increases close to targets. Several other projects provided block grants for 
agricultural extension services,10 although they do not evaluate these grants 
by service type. 

While Bank Group support helped increase productivity and food production 
in Ethiopia, growing demand outstripped these gains, so food security and 
agricultural export performance both declined. During the evaluation pe-
riod, cereal productivity grew by 3.7 percent annually, more than 2.5 times 
global and regional averages. The Food and Agriculture Organization’s food 
production index for all edible foods in Ethiopia increased by 3.2 percent 
annually. That said, agriculture’s share of goods exports declined, while 
agricultural imports grew by an average of 10.8 percent annually. Moreover, 
severe food insecurity increased from 14.1 percent in 2018 to 21.1 percent in 
2021 (World Bank 2024j).

There is no clear evidence that the World Bank’s community-driven ag-
ricultural approaches were effective. Several agriculture projects worked 
through community organizations, such as common interest groups (CIGs) 
of farmers. The World Bank typically provided grants and technical support 
to these groups to develop income-generating activities in sectors where 
demand was greatest but lacked mechanisms to track its effectiveness. 
The World Bank evaluation of AGP shows that project activities contrib-
uted to yield and income increases, but the improvements are not clearly 
linked to CIGs (Weldesilassie et al. 2019). Only 40.5 percent of beneficiaries 
perceived CIGs as productive or highly productive, which aligns with the 
percentage of CIGs that remained active throughout the project. Several 
projects involving CIGs included a graduation approach, in which suc-
cessful CIGs scaled up and formalized as cooperatives, but there is little 
evaluative work on their economic viability or sustainability.11 

The World Bank improved agricultural market access through infrastruc-
ture work but made less progress in linking farmers to markets. Agriculture 
projects included components to develop and link markets and value chains, 
but there is little evidence of a comprehensive strategy for sustainable im-
provements in these areas. For example, the Irrigation and Drainage Project 
dropped market access indicators because project delays and cost overruns 
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forced it to scale back its scope, making it impossible to assess related out-
comes. AGP financed infrastructure improvements, including rural roads and 
markets, reducing travel times from project districts to the nearest market 
by 38 percent. The Regional Pastoral Livelihoods Resilience Project also 
supported market infrastructure, exceeding targets for the value of animals 
traded in Ethiopia and showing modest increases in trade participation in 
project areas compared with control areas. 

IFC-supported engagements were unsuccessful in improving agricultural 
productivity in the earlier evaluation period, but more recent results suggest 
some progress. IFC supported 12 advisory activities in agriculture, covering 
strategic priorities in livestock, coffee, barley, and collateralized financing. 
Only 2 advisory projects had validated project completion reports. Both 
projects delivered their intended outputs but did not demonstrate that 
client firms achieved higher-level outcomes, such as sustainable agricul-
tural practices. IFC and the World Bank collaborated on pastoralism, and an 
IFC livestock activity advised outgrowers so they could work with the World 
Bank’s complementary Lowlands Livelihood Resilience Project, phase 1. Two 
IFC investment projects benefiting from concessional finance did not deliver 
anticipated results. An ongoing equity investment in a malting operation is 
supporting 80,000 farmers and has significantly increased malt production, 
reducing Ethiopia’s reliance on imported malt.

Several projects included irrigation components, but the World Bank’s overall 
success in expanding irrigation use was limited. The Irrigation and Drainage 
Project, approved in 2007 and completed in 2018, made slight contributions 
to introducing larger-scale irrigation systems and improving farmer access 
to irrigation. These modest results were largely due to the project’s rapid 
preparation and weak design that overlooked counterparts’ low implementa-
tion capacity. AGP1 and AGP2, the Food Systems Resilience Project, and the 
Regional Pastoral Livelihoods Resilience Project supported small-scale irriga-
tion initiatives. This support was highly relevant to building climate resilience 
and boosting productivity, but there is no evidence it contributed to a sizable 
increase in the share of land under irrigation (see chapter 4).

The World Bank’s effectiveness in improving rural access to finance through 
cooperatives is uncertain. Several community-driven models created savings 
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and credit cooperatives to provide financial services to farmers. Projects 
such as the Pastoral Community Development Project III reported increased 
savings and credit cooperative membership and loan access. AGP2 aimed to 
improve financial services by linking rural savings and credit cooperatives to 
farmer organizations but did not report progress. Neither project monitoring 
nor Bank Group analytics assessed the effectiveness or sustainability of the 
financial cooperative model, and the World Bank excluded it from the 2019 
Ethiopia Financial Sector Modernization Roadmap, raising questions about 
the model’s effectiveness. IFC’s advisory services that aimed to help farmers 
use warehouse receipts as collateral for financing and were intended as a 
joint initiative with IFC’s investment services did not materialize because of 
the government’s financial repression measures.
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1

1  From a rating of low in 2012, Ethiopia was at a high risk of external debt distress and a high 

risk of overall debt distress in 2019 (World Bank and IMF 2019).

2  The series was intended to have three tranches. The first DPO for $1.2 billion was approved 

in October 2018, followed by the second DPO for $500 million in March 2020. A supplemental 

COVID-19–related financing operation for $250 million was approved in June 2020. However, 

the third DPO was put on hold because of concerns about Ethiopia’s sizable foreign exchange 

misalignment. The conflict and humanitarian crisis in Tigray strained relations between 

development partners and the government, eventually prompting the World Bank to drop the 

third DPO.

3  The DPO supported SOE oversight by helping establish the Public Enterprises Holding and 

Administration Agency under the Ministry of Finance in 2019. In addition, IFC technical as-

sistance helped establish the Ethiopian Investment Holdings, which manages 26 of the more 

commercially viable SOEs, in 2021. Sustainable Development Finance Policy reforms pro-

moted the government’s SOE Proclamation, which supported international best practices on 

state ownership, board composition, and the Ministry of Finance’s oversight and gatekeeping 

role. The World Bank also provided advisory support to help the government strengthen SOE 

financial reporting.

4  Ethiopia is a landlocked country that relies on the Ethiopia–Djibouti corridor to handle more 

than 95 percent of its trade. Inefficiencies at the Modjo dry port, responsible for about 80 per-

cent of port traffic to Djibouti, were a major bottleneck.

5  In 2019, the World Bank restructured the loan to accommodate recommendations from the 

project’s Mid-Term Review and dropped activities that were ancillary to the main objectives, 

such as cluster development, market links, and technology upgrades.

6  These findings are based on the key informant interviews.

7  Ethiopia lost its access to African Growth and Opportunity Act privileges in January 2022 

because of concerns raised by the US government over human rights violations related to the 

conflict in the Tigray region.

8  Export values in US dollars decreased between 2015 and 2018 because of major climate 

events before recovering toward the end of the evaluation period.

9  The Bank Group invested heavily in strengthening public agencies down to the woreda or 

kebele levels, with limited private sector engagement, thereby reinforcing the government’s 

state-centric development model.
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10  These projects included the Promoting Basic Services Program Phase III Project, the 

Pastoral Community Development Project III, and the Enhancing Shared Prosperity Through 

Equitable Services project.

11  The World Bank shifted its support toward helping CIGs become formal micro and small enter-

prises after the evaluation period, when the government was more amenable to such an approach.
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4 | �The World Bank’s Efforts to Build 
Ethiopia’s Climate Resilience

Highlights

World Bank strategies, informed by its own analytic work, in-
creasingly emphasized climate resilience in three relevant areas: 
sustainable land management, agriculture, and safety nets. 

The World Bank helped dramatically increase the coverage of 
sustainable land management in Ethiopia, contributing to reduced 
land degradation and improved vegetation cover.

The World Bank mainstreamed climate resilience into its agricul-
ture and rural development efforts, garnering positive operational 
outcomes. Efforts to expand irrigation were less successful.

The World Bank’s long-standing support for the government’s 
Productive Safety Net Program has effectively targeted poor and 
food-insecure populations and made progress in ensuring food 
security. It was meant to provide a more sustainable alternative to 
emergency food aid, but it still relies on external funding and was 
unsuccessful in graduating beneficiaries from the program.
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This chapter evaluates the Bank Group’s efforts to build climate resilience 

in Ethiopia. It provides an overview of the Bank Group’s strategies, analytics, 
and technical support related to climate resilience. Next, the chapter evaluates 
the World Bank’s efforts to build climate resilience through three major areas: 
sustainable land management, agriculture and irrigation, and social safety nets. 
The chapter finds that the World Bank’s climate resilience–building efforts were 
relevant to the government’s priorities and led to a large expansion in the sus-
tainably managed land. However, the World Bank’s support for irrigation and the 
national safety net program had more mixed results. 

Ethiopia has demonstrated a strong commitment to climate adaptation and 
resilience. In 2005, Ethiopia launched the PSNP to enhance food security and 
resilience by providing climate-adaptive support to vulnerable communities. 
In 2011, it introduced the Climate-Resilient Green Economy strategy with 
a focus on building resilience in agriculture, water management, and other 
sectors. In 2015, Ethiopia became an early signatory to the Paris Agreement, 
submitting ambitious nationally determined contributions (NDCs). These 
NDCs went beyond mitigating emissions and laid out specific climate re-
silience measures, setting them apart from other NDCs and distinguishing 
Ethiopia as a proactive actor in climate adaptation. In 2017, Ethiopia de-
veloped its National Adaptation Plan under the United Nations Framework 
Convention on Climate Change guidelines, which outline the country’s 
medium- and long-term adaptation goals. The plan was followed by the 2019 
National Adaptation Plan Implementation Roadmap, which specifies adapta-
tion interventions (Ethiopia 2020). These efforts emphasize the seriousness 
with which the government treated climate adaptation and indicate a condu-
cive political environment for the Bank Group’s climate resilience efforts.
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The World Bank’s support for climate resilience was less affected by the 
changing context during the identified three periods of the evaluation 
compared with other sectors. Sustainable land management and social 
protection consisted of cohesive longer-term programs that did not rely 
on substantial policy reforms. In agriculture, the focus on improving the 
practices of smallholder farmers was aligned with government priorities, 
but the reforms in relevant areas—particularly irrigation, input markets, 
and agrifinance—did not materialize throughout the period. Adjustments 
primarily happened through an increased use of additional financing and 
regional projects during the period of crises—when poverty increased 
because of slower growth, conflict, and various shocks—and the attempt 
to adjust the implementation (see chapter 2). Social protection, however, 
did not adapt as well to non-climate-related shocks, such as the conflict in 
Tigray, when it was also affected by funding shortages, which did not allow 
it to expand sufficiently or meet humanitarian needs. Nonetheless, the 
program was able to quickly adjust its urban safety nets to provide some 
support for the inflow of internally displaced persons (figure 4.1).

The World Bank’s Climate Resilience Strategies 
and Advisory Services and Analytics

The World Bank’s strategies increasingly emphasized climate resilience 
throughout the evaluation period and were informed by its own analytic 
work. The CPS supported the Climate-Resilient Green Economy initiative 
and Ethiopia’s GTP I by enhancing climate resilience and reducing vulner-
abilities through social protection, risk management systems, disaster risk 
management, and natural resource management. The CPF gave climate 
resilience a greater focus, with the World Bank prioritizing natural resource 
management, increased agricultural productivity, and improved ecosystem 
services to mitigate climate risks, along with access to irrigation, conserva-
tion agriculture, and extension services to help farmers adopt agricultural 
technologies.1 The CPS and the CPF were informed by relevant ASA. For 
example, Economics of Adaptation to Climate Change (World Bank 2010) 
and “The Cost of Adapting to Climate Change in Ethiopia: Sector-Wise and 
Macro-Economic Estimates” working paper, supported by the International 
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Food Policy Research Institute (Robinson et al. 2013), shaped the govern-
ment’s and Bank Group’s climate adaptation strategies.2

The World Bank’s technical assistance supported the government’s implemen-
tation of climate resilience policies and strategies. The World Bank’s Resilient 
and Green Development programmatic ASA supported Ethiopia’s implemen-
tation of its Climate-Resilient Green Economy initiative and its integration 
into Ethiopia’s 10-year development plan (2021–30). This technical assistance 
also helped the government update its 2021 NDCs with ambitious mitigation 
and adaptation goals and develop its national land use policy.

The World Bank’s ASA helped shape Ethiopia’s social protection policy and 
build climate resilience. In 2013, the World Bank helped the government 
design and implement a strategic framework to improve the coordination 
and sustainability of its PSNP. Social safety nets help vulnerable communi-
ties cope with and recover from extreme weather events. The National Social 
Protection Policy and the National Social Protection Strategy, supported 
by the World Bank ASA, reduced institutional fragmentation. The strategy 
focused on five areas: social safety nets, livelihoods and employment, social 
insurance, access to services, and violence and abuse. The strategy empha-
sized that employment and contributory systems would increase the social 
safety net’s sustainability by reducing its reliance on external funding. 

The World Bank’s Climate Resilience Investments

The World Bank focused its climate resilience–building efforts in three major 
areas: sustainable land management, improved agricultural practices and irri-
gation, and safety nets. Sustainable land management builds climate resilience 
by reducing land degradation and increasing land productivity in the face of 
severe droughts. Improving agricultural practices builds resilience by helping 
farmers, who are among the most exposed to climate change, adapt to chang-
ing climate conditions. Irrigation builds climate resilience by reducing farmers’ 
reliance on rain-fed subsistence agriculture and enables a more commercial-
ized sector that is less dependent on volatile rainfall patterns. The country’s 
national safety net was meant to reduce the country’s reliance on emergency 
food aid during times of climate crises. It builds resilience by providing employ-
ment opportunities to rural populations and funding public works that make 
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land less vulnerable to climate hazards. This section examines each of the three 
areas and identifies cross-cutting patterns. Box 4.1 provides an overview of the 
World Bank’s various efforts to help introduce early-warning systems to facili-
tate the country’s responses to climate emergencies.

Box 4.1. �The World Bank Group’s Support for Climate Early-Warning 

Systems

Early-warning systems (EWSs) contribute to proactive planning and preparedness for 

weather events for a variety of priorities, from adaptation of agricultural practices to 

the initiation of emergency responses. EWSs play a role in facilitating a response that 

frequently relies on coordinating multiple agencies, which makes them challenging to 

implement. The World Bank supported various efforts to implement EWSs, which so 

far have had limited success. The Pastoral Community Development Project II aimed 

to support EWSs at the community level. However, an Independent Evaluation Group 

field-based evaluation found that EWSs and associated climate-related disaster risk 

management activities in the Pastoral Community Development Project II only mod-

estly reduced vulnerabilities (World Bank 2016a). One of the reasons for this outcome 

was the inadequate coordination among the many agencies involved in disaster risk 

management. A separate report highlighted additional EWS deficiencies in Ethiopia 

and the Horn of Africa (Braimoh et al. 2018). These deficiencies include difficulties in 

collecting information across sectors; a reliance on outdated radios, telephones, and 

sirens to alert communities; and the insufficient participation of vulnerable commu-

nities. The World Bank also supported EWSs at the national and regional levels. The 

Productive Safety Nets Project 4 helped implement a warning system consisting of a 

dashboard with data updated quarterly, too infrequently for practical use in disaster re-

sponse. In 2022, the World Bank launched the Climate Risk and Early Warning Systems 

initiative in collaboration with the United Nations Office for Disaster Risk Reduction and 

the World Meteorological Organization. This initiative strengthened EWSs for meteo-

rologic, hydrologic, and climate extremes in the Horn of Africa. The project builds on 

lessons from the World Bank’s EWS work in Ethiopia and the 2018 World Bank assess-

ment of EWSs in the Horn of Africa.

Source: Independent Evaluation Group.
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Expanding Sustainable Land Management

Ethiopia’s vulnerability to climate change affects its large agriculture sec-
tor and puts pressure on land. Major droughts have caused a degradation 
of agricultural lands and the geographical shifting of areas suitable for 
growing crops. In fact, more than 85 percent of Ethiopian land is degraded, 
particularly in the country’s densely populated highlands and arid areas. 
Degradation hot spots cover 23 percent of the country (Gebreselassie et al. 
2016). The costs of land degradation account for up to 3 percent of agricul-
tural GDP (World Bank 2007). These climate risks have affected both staple 
crops (such as teff, maize, barley, and sorghum) and export crops (such as 
wheat, coffee, and oilseeds). Climate change has led to cultural shifts from 
nomadic to sedentary lifestyles, livelihood changes from pastoralism to 
agropastoralism, and increased competition and conflicts over land. The 
changes could intensify as Ethiopia’s population is set to increase from 
123 million (World Bank 2024d) to almost 152.9 million by 2030 (United 
Nations 2024).

In response, the World Bank has dramatically expanded the geographic 
area in Ethiopia that is under sustainable land management. World Bank 
projects have helped counteract land degradation by restoring watersheds 
and landscapes, which also boosts land productivity. The Tana & Beles 
Integrated Water Resources Development project (FY08–17) strengthened 
water institutions and supported sustainable land management. It 
established a hydrologic information system to facilitate subbasin resource 
planning and contributed to more than 44,000 farming households adopting 
improved soil and water management practices, exceeding the target by 
47 percent. Other projects expanded these results, focusing on enhanced 
climate resilience and improving livelihoods through better sustainable 
land management practices and conservation efforts.3 These projects have 
reached about 2.7 million hectares of Ethiopia’s estimated 27 million 
hectares of degraded land, putting them on track to meet their target of 
5.2 million hectares (figure 4.2). World Bank projects have also issued land 
certificates to more than 4.7 million Ethiopian farmers,4 providing them with 
the legal standing and long-term security to further invest in sustainable 
land management practices and climate resilience (Adamie 2021).



70
	

T
he

 W
o

rl
d

 B
an

k 
G

ro
u

p
 in

 E
th

io
p

ia
, F

is
ca

l Y
e

ar
s 

20
13

–2
3 

 
C

ha
p

te
r 4

Sustainable land management interventions have restored vegetation over a 
large share of land in the context of widespread land degradation. The geo-
spatial analysis and impact studies show that sustainable land management 
practices in recently closed or ongoing projects have improved vegetation 
cover. The Normalized Difference Vegetation Index (NDVI) measures the ar-
eas of land with increased vegetation cover, corrected for short-term weather 
effects, such as prolonged dry periods (figure 4.2).5 The Ethiopia Resilient 
Landscapes and Livelihoods Project increased the area of land with im-
proved NDVI by 61.5 percent from the project’s start in 2018 to 2021 in areas 
treated with sustainable land management practices, surpassing the 50 per-
cent targeted increase, even after adjusting for climatic variations (World 
Bank 2023c). Furthermore, the Ethiopia Climate Action Through Landscape 
Management PforR project increased NDVI by at least 4 percent in approxi-
mately 635,000 hectares, exceeding the target of 500,000 hectares as of April 
2024 (World Bank 2024g). Overall, projects have contributed to an increase 
in vegetation on more than 1.2 million hectares—68.3 percent of watersheds 
covered by the World Bank interventions.

Figure 4.2. �Share of Areas of Watersheds Benefiting from the World 

Bank Sustainable Land Management Interventions with 

Increased Vegetation Cover

Source: World Bank Group.
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IEG’s 2020 Project Performance Assessment Report of the first and second 
phases of the Sustainable Land Management Project found that the proj-
ect contributed to increased vegetation cover and reduced degradation. 
Improvements were observed in 32 percent of micro-watersheds on com-
munal land and 73 percent of those on individual land across the Amhara, 
Oromia, and Tigray regions (World Bank 2020c).6 Satellite data confirmed 
widespread land restoration and increased agricultural productivity from 
the Sustainable Land Management Project. Nevertheless, a 2019 evaluation 
of the project found no significant increases in household crop production 
among beneficiary households compared with a control group (Schmidt and 
Tadesse 2019). 

Making Agriculture More Climate Resilient

The World Bank’s agricultural investments contributed to improved climate 
resilience over the evaluation period. AGP1 and AGP2 supported agricultural 
research and promoted climate-resilient technologies, including improved 
seed varieties, sustainable fertilizers, conservation agriculture, and crop 
rotation practices. Both phases introduced technologies that partly succeed-
ed in building drought resilience, as evidenced by increased crop yields (see 
chapter 3) despite several droughts. This resilience helped farmers increase 
their productivity, incomes, and market surpluses despite the increasing 
pressure caused by climate change. The midterm evaluation of AGP2 iden-
tified lessons to further strengthen climate resilience, such as growing need 
for more seed production and the development of climate-resilient seeds for 
crops beyond maize (Weldesilassie et al. 2019).7 

Irrigation can help build climate resilience and has been a long-standing pri-
ority for the government and the Bank Group in Ethiopia. Irrigation is a core 
element of the Bank Group’s strategies to improve agricultural productivity. 
It is also an important tool for building resilience because the predominance 
of rain-fed agriculture in Ethiopia exacerbates vulnerabilities to climate 
change (World Bank 2014). Both the CPS and the CPF included irrigation in 
their results frameworks as components within their larger economic and 
resilience-building pillars. These priorities align with Ethiopia’s develop-
ment priorities. GTP I, GTP II, and the 10-year development plan identified 
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irrigation as a key tool to transition rain-fed subsistence farming to a more 
commercial agriculture sector. 

The complexity of larger-scale irrigation projects and limited counterpart 
capacity led the World Bank to focus more exclusively on smaller-scale 
projects. The large-scale Irrigation and Drainage Project (2007–18) aimed 
to improve agricultural productivity by increasing irrigation and drainage 
services and building the capacity of local water user groups to manage 
irrigation. However, the project fell short of targets, completing construction 
of irrigation systems on only 14 out of the 4,000 targeted hectares. The 
project’s complex implementation requirements and difficult hydrologic 
conditions challenged the local counterpart’s capacity, whereas the country’s 
state-centric development model hindered the emergence of public-
private solutions. These difficulties led to delays, cost overruns, inadequate 
supervision, safeguard challenges, and ineffective M&E (World Bank 2019b). 
As a result, the World Bank’s subsequent support focused more exclusively 
on small-scale irrigation, which is less complex and less dependent on 
counterpart capacity. For example, AGP1 and AGP2 provided new or 
improved irrigation and drainage services through small-scale irrigation and 
micro-irrigation schemes, covering 95,000 hectares of farmland.8

Small-scale irrigation projects were unable to make a sizable difference in 
Ethiopia’s total irrigated land. While providing important improvements and 
benefits to the target communities, these projects lack the scale to mean-
ingfully increase the 0.5 percent of Ethiopia’s 11 million irrigable hectares 
currently under irrigation (Berhe et al. 2022). Moreover, existing irrigation 
schemes continue to degrade because of inadequate maintenance, a fact that 
is reflected in the large share of small-scale irrigation schemes within proj-
ects that consist of the rehabilitation of existing infrastructure. 

The 2022 Food Systems Resilience Project signaled the World Bank’s growing 
emphasis on climate resilience. The project promotes climate-smart agricul-
ture, mostly in Ethiopia’s highlands. It adopts an integrated approach across 
the agriculture and water sectors, focusing on small-, medium-, and large-scale 
irrigation; sustainable land management practices; and responses to plant and 
animal pests and diseases. This component is achieved by improving monitoring 
systems. The ongoing project has not yet reported any outcomes.
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The lack of collaboration and synergies across projects complicated the 
World Bank’s climate resilience measures. Those interviewed by IEG noted 
that operations within the same districts or ministries would have benefited 
from better coordination and institutional incentives to promote collabo-
ration across Global Practices (World Bank 2022c). This notion is true for 
all climate resilience measures, which require leveraging synergies among 
the water, agriculture, and environmental sectors at the farm, watershed, 
and landscape levels. Collaboration and cross-sector synergy are evident 
in newer projects, such as the Second Ethiopia Resilient Landscapes and 
Livelihoods Project and the Food Systems Resilience Project, which are 
currently in implementation. These projects use a cross-sectoral approach 
to enhance resilience. However, field-level activities in older projects—such 
as AGP2, Ethiopia Climate Action Through Landscape Management, and the 
Lowlands Livelihood Resilience Project—often operate independently within 
different woredas. Government fragmentation made it difficult for the World 
Bank to achieve cross-sector collaboration.

Enhancing Social Safety Nets

Climate crises have contributed to food insecurity in Ethiopia, leading 
to large amounts of food aid and a national social safety net program. 
Ethiopia’s droughts and food shortages have garnered global attention 
going back to the 1970s. The response has consisted primarily of emergency 
aid. However, this aid is plagued by frequent delays, political disputes, and 
inconsistent development partner funding. As a result, the Ethiopian gov-
ernment, with support from the World Bank, established the PSNP as a more 
sustainable tool to help communities withstand climate shocks. Despite the 
continued emergency aid and the PSNP, about 8.6 million people still faced 
acute food insecurity in 2020 (IPC 2020). Furthermore, the combination of 
drought, conflict, and COVID-19 contributed to the expanding prevalence of 
undernourishment from 18.9 percent of the population in 2012 to 22.3 per-
cent in 2021 (World Bank 2024j).

The Bank Group has convened development partner funding to support the 
PSNP for nearly two decades. In 2005, Ethiopia introduced the PSNP, with 
support from the World Bank, to replace less predictable humanitarian food 
assistance with a more secure funding base to help chronically food-insecure 
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people. The World Bank supported the PSNP by channeling development 
partner funding through trust fund arrangements and hosting the develop-
ment partner coordination team. Over the years, the PSNP has had various 
phases (see appendix D), continuously introducing new aspects to the 
program. For example, in 2009, during the second phase, the program intro-
duced contingency budgets to provide a faster, more predictable response 
to food shocks, and in 2020, the government launched the Urban PSNP to 
expand the PSNP’s coverage to urban areas (World Bank 2013). The World 
Bank helped mobilize financing for the program, hosting a secretariat to 
coordinate development partners.

The PSNP was relevant in providing diverse services to Ethiopians facing food 
insecurity related to climate shocks. A 2021 review of the program found that 
in nondrought years, the PSNP serves an average of 8 million people in 300 
food-insecure woredas (Sabates-Wheeler et al. 2021). During emergencies, the 
PSNP can serve an additional 5 million people through the humanitarian food 
assistance program.9 The PSNP primarily provides payments to beneficiaries 
who participate in public works for up to six months per year. These public 
works include infrastructure improvements and climate adaptation projects, 
such as soil and water conservation and rangeland management. In times 
of shocks, the program can extend its coverage in both reach and duration, 
offering support beyond six months to existing beneficiaries, assisting 
temporarily food-insecure households, and providing unconditional transfers 
to households that are unable to participate in the public works. Starting 
with the third phase of the PSNP in 2011, the program provides services that 
protect the land and agricultural livelihoods and foster employment for the 
most climate-vulnerable populations to build climate resilience. 

The PSNP did well in targeting food-insecure populations, although cov-
erage was inconsistent at times. The PSNP is designed to reduce food 
insecurity and climate vulnerability in rural areas that tend to be the poor-
est and least resilient parts of Ethiopia. Historically, the program focused 
on drought-prone areas, setting woreda quotas based on previous distri-
butions of food aid. Now, the PSNP uses a combination of geographic and 
community-based targeting,10 based on food security and household wealth 
(Sabates-Wheeler et al. 2021). A 2020 World Bank review found that in 2016, 
about one-third of PSNP beneficiaries were in the poorest quintile and 
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60 percent of beneficiaries were in the bottom 40 percent, comparing fa-
vorably with other countries. However, regional beneficiary numbers were, 
at times, inconsistent with regional patterns of poverty and food insecurity 
(World Bank 2020a). For example, more populated regions, such as Oromia 
and the Southern Nations, Nationalities, and Peoples’ Region, had low 
beneficiary numbers compared with the size of poor or food-insecure pop-
ulations, while the lowland regions of Afar and Somali had high beneficiary 
numbers compared with needs. 

The PSNP was effective in improving food security in the highland regions 
but less so in the lowland regions. The average amount of time per year that 
PSNP beneficiary households in the highland regions suffered food shortages 
fell from 2.8 months to 2.6 months between 2016 and 2021, but the shortag-
es increased from 2.3 months to 2.6 months in nonbeneficiary households. 
The participating households in the highland regions also reported more 
livestock, reduced poverty, and less of an economic impact from COVID-19. 
By contrast, the lowland regions did not see statistically significant improve-
ments for the same metrics or improvements in per capita consumption or 
perceptions of well-being (IFPRI and IDS 2022). There was no obvious expla-
nation for this disparity. 

The PSNP also contributes to sustainable land management and reduced 
land degradation but less effectively than projects directly targeting sus-
tainable land management. The PSNP provides cash to beneficiaries to carry 
out public works activities that rehabilitate watersheds and rangelands 
through terracing, planting trees, and restoring gullies. These activities 
reduce the risk of floods, landslides, soil erosion, and sedimentation, there-
by contributing to sustainable land management. An independent study of 
PSNP sites showed that these cash-for-work soil protection efforts seques-
ter soil carbon, with average carbon stocks for project sites exceeding those 
of nonproject sites by 84 percent (Solomon et al. 2015). In 2016, slightly 
more than 7 percent of the Ethiopian population was covered by the PSNP’s 
public works, which was higher than in most other countries with similar 
programs. An IEG case study of eight micro-watersheds showed a lower 
performance compared with the Sustainable Land Management Project. The 
primary issues identified included the low quality of implementation and 
choice of technology. 
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The complexity of Ethiopia’s food security programs has introduced coordi-
nation challenges. Ethiopia’s Ministry of Agriculture has implemented both 
the PSNP and humanitarian food assistance since the program’s inception 
in 2005. In 2015, the government established the Disaster Risk Management 
Commission to take over managing humanitarian food assistance while the 
Food Security Coordination Office under the Ministry of Agriculture has 
managed the PSNP. In addition, the Ministry of Labor and Social Affairs im-
plements certain PSNP and Urban PSNP components, the Ministry of Women 
and Social Affairs oversees direct support and nutrition, and subnational 
entities implement the program at the local level. This implementation 
structure has led to parallel systems between institutions and inefficiencies 
and gaps in coverage (World Bank 2023b). Joint implementation arrange-
ments overseen by the Food Security Coordination Office have helped the 
PSNP overcome some of these challenges, but the PSNP’s fragmented struc-
ture constrains its ability to offer uniform service standards. However, as 
efforts stalled, the government paused consolidation in 2022.11 

The PSNP was marked by delays in responding to non-climate-related 
shocks, particularly during the conflict and economic crisis period. The 
Tigray conflict forced the PSNP to suspend operations in that region in 
June 2021 after initial attempts to maintain programming. This pause led 
the program to suspend payments to an additional 335,000 households in 
the neighboring conflict-affected Afar and Amhara regions from July to 
December 2021. Mitigation measures, such as the use of electronic payment 
to improve the portability of benefits, were rolled out slowly and with low re-
gional coverage (Lind et al. 2024). Moreover, funding shortages in the PSNP’s 
fifth phase meant the program could not expand or meet additional human-
itarian needs caused by the shock. In early 2023, the government agreed 
to transfer the program’s implementation to the World Food Programme. 
However, widespread food theft during the World Food Programme’s im-
plementation, known as the food diversion scandal, led to an additional 
suspension of the program from May 2023 through November 2023. Overall, 
these conflict-related challenges and the onset of COVID-19 disrupted dis-
bursements, and the share of beneficiaries receiving payments in the agreed 
time frame dropped well below its target (World Bank 2024h). 
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The PSNP lacked a clear strategy to graduate beneficiaries away from pro-
gram support. The program repeatedly used additional financing, with 
new stages introduced every 4 years. These stages included only two major 
changes to support graduation in the nearly 20 years of the project’s oper-
ation. The third phase of the PSNP introduced a household asset-building 
program in 2011, and the fourth phase of the PSNP included livelihood 
support in 2015. These changes did not resolve the issue of beneficiaries 
not graduating, with less than 1 percent of beneficiaries adopting new 
livelihoods because of the program (IFPRI and IDS 2022). A study found 
that the Urban PSNP improved household incomes and savings and creat-
ed positive social outcomes but did not improve household assets (Wieser 
et al. 2021). In addition, the program’s public works component reduced 
the time that beneficiaries could dedicate to other types of work—that 
is, the program did not increase the total labor supply. Consequently, the 
evaluation by the International Food Policy Research Institute and the 
Institute of Development Studies found that “virtually no graduation has 
taken place since the midline survey in 2018” (IFPRI and IDS 2022, 25). The 
only large-scale graduation occurred at the end of the third phase in 2015, 
when 2.5 million beneficiaries graduated (World Bank 2020b). However, this 
larger graduation was because of funding shortages and a concern by the 
government that the program was creating a dependency mentality (Sabates-
Wheeler et al. 2021). There was no evidence that the graduation was caused 
by any substantive improvement in beneficiaries’ conditions. 

During the evaluation period, the program had no long-term plan for sus-
tainability, but since then the government has announced plans to increase 
funding. The PSNP relied on grant financing from the international com-
munity, which put its sustainability at risk. For example, in 2015, the lack 
of committed future funds led to a mass graduation at the end of the third 
phase (Sabates-Wheeler et al. 2021). At the same time, the frequency of 
severe climate events is increasing, which further raises the PSNP’s funding 
requirements. Budget constraints since 2021 have limited the program’s 
ability to respond to shocks. The recent government commitment to provide 
longer-term funding has the potential to address these issues but will rely on 
sustained tax revenue mobilization—and broader growth—to be sustainable 
(IMF 2025).
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1  The 2016 Systematic Country Diagnostic highlighted climate change constraints, including a 

lack of drought resilience from inadequate natural resource management and limited irri-

gation, and inadequate rural safety nets to support farmers and pastoralists during crop and 

grazing failures caused by extreme weather.

2  Climate Risk Country Profile: Ethiopia highlighted increasing climate risks and focused on 

enhancing climate resilience in agriculture across Ethiopia’s diverse agroecological zones and 

landscapes (World Bank Group 2021). The 2024 Ethiopia Country Climate and Development 

Report reinforced the urgency of addressing climate change, given the high economic costs 

it will impose. These ASA guided the World Bank’s investments in Ethiopia toward resil-

ience, with reports such as Pastoral Development in Ethiopia: Trends and the Way Forward 

(Gebremeskel et al. 2019) also shaping the design of follow-on projects.

3  These projects included the first and second phases of the Sustainable Land Management 

Project, the Ethiopia Climate Action Through Landscape Management PforR, the Lowlands 

Livelihood Resilience Project, and the first and second phases of the Ethiopia Resilient 

Landscapes and Livelihoods Project.

4  Under the first phase of the Sustainable Land Management Project, the project issued land 

certificates to 59,999 farmers, expanding to 360,205 farmers in the second phase of the proj-

ect and 1,143,095 farmers (45 percent women) in the ongoing Ethiopia Resilient Landscapes 

and Livelihoods Project. The Climate Action Through Landscape Management PforR has 

issued 3,168,120 certificates, with 78 percent of registered landholdings held by women indi-

vidually or jointly with a man.

5  The NDVI is a widely used metric for quantifying the health and density of vegetation using 

satellite sensor data. It has a high correlation with the true state of vegetation in the field. An 

area with nothing growing in it will have an NDVI of 0 percent. NDVI will increase in pro-

portion to vegetation growth. An area with dense, healthy vegetation will have an NDVI of 

100 percent.

6  In assessing the 22 micro-watersheds, the Project Performance Assessment Report defined 

the levels of reduction in degradation as negligible, modest, substantial, and high.

7  According to the Ethiopia Socio-Economic Panel Survey 2021–22, over time, there has been 

an increase in the proportion of farmers using improved seeds, particularly for maize (from 

45 percent in 2018–19 to 59 percent in 2021–22), but the use of improved seeds continues to 

be very low for other crops (World Bank 2024k). 
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8  Other projects included demand-based investments in small-scale irrigation, such as the Lowlands 

Livelihood Resilience Project and the Regional Pastoral Livelihoods Resilience Project. 

9  To provide context, the number of people requiring assistance rose by 10.2 million during 

Ethiopia’s 2015 drought.

10  The PSNP targets food-insecure woredas, with woreda-level staff identifying food-insecure 

kebeles. Within kebeles, beneficiaries are targeted based on a series of criteria, such as food 

security status or household wealth.

11  This finding is according to the key informant interviews.
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5 | Conclusions and Lessons 

Ethiopia’s vision is to become an African beacon of prosperity by 2030. 

Strategies to achieve this vision are outlined in the most recent 10-year 
development plan, Ten Years Development Plan: A Pathway to Prosperity, 
2021–2030, and continue to focus on “homegrown economic reforms and 
policies” (Ethiopia 2021, 21), with the goal to reduce poverty levels from 
about 20 percent in 2021 to 7 percent in 2030.1 To achieve this goal, the plan 
estimates that the country’s GDP would need to grow annually by 10 percent 
until 2030. 

Ethiopia’s moderate progress in economic transformation has not 
propelled the country to lower-middle-income status as envisioned by 
past development plans. A stalled economic transformation resulted 
in less income growth and poverty reduction than necessary to achieve 
lower-middle-income status. Instead, as the country has been affected by 
numerous shocks, macroeconomic imbalances emerged, including renewed 
indebtedness, creating challenges for private sector growth. 

Institution building was challenged by rising conflict and fragility, confirm-
ing these as core development priorities for Ethiopia in the coming decade. 
During the evaluation period, Ethiopia’s governance indicators worsened 
on government effectiveness and the rule of law. In addition, the COVID-19 
pandemic and multiple armed conflicts have persisted in Ethiopia since 
2020, challenging state institutions and leading the World Bank to formally 
classify Ethiopia as a country on the fragile and conflict-affected situations 
list in FY22. 

The Bank Group’s engagement showed resilience in a difficult context by 
achieving important outcomes, although some transformative reforms did 
not materialize as expected. The Bank Group’s support made notable strides 
in increasing climate resilience, agricultural productivity, and sustainable 
land management. However, the absence of significant improvements in 
access to finance and irrigation, the continued predominance of small-scale 
farms, and the outsize role of the state in the sector limited the Bank Group’s 
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efforts to expand commercial agriculture, satisfy local demand, and contrib-
ute to exports. Furthermore, the Bank Group’s support for industrial parks 
to promote light manufacturing did not result in meaningful job creation or 
export competitiveness because this support was not accompanied by broad-
er improvements to macroeconomic and business environment challenges, 
in addition to being affected by conflict. 

The Bank Group adapted to the country’s restrictive conditions for private 
sector growth by preparing the country’s institutions for reforms. IFC’s work 
to improve Ethiopia’s business environment was relevant and helped create 
structures that will require further reform to be fully effective. The Bank 
Group’s support during the evaluation period for expanding foreign invest-
ment and improving trade was both relevant and moderately successful. 
These efforts laid the foundation for future reforms—including the exchange 
rate liberalization that occurred in July 2024 in the context of an IMF pro-
gram and World Bank DPO—and their impact will rely on continued efforts 
to address macroeconomic imbalances and reduce the dominance of SOEs 
in the economy. The Bank Group also supported relevant measures to create 
the conditions, such as the financial infrastructure and product regulation, 
that will enable the financial sector to expand once further reforms happen.

The Bank Group was unable to exert influence on policy until reform op-
portunities arose. The Bank Group took a pragmatic, collaborative approach 
with the government, focusing on areas of mutual agreement, but it was less 
effective in developing the engagement and mitigating risks to the program 
in potentially transformative areas, where it could not reach consensus, such 
as macroeconomic and private sector reforms. When there was an opening 
for major policy reforms in 2018, the Bank Group quickly prepared a DPO 
that tackled several key reform areas, but the period of reform was short-
lived and interrupted by the COVID-19 pandemic, conflict, and economic 
crisis. Once the conflict and economic crisis intensified, the Bank Group 
lowered its analytic work’s public visibility and even stopped publishing 
its regular macroeconomic updates, thus potentially missing opportunities 
to influence the public policy dialogue at a time when disbursements were 
increasing. The underlying policy constraint of exchange rate distortions did 
not experience notable progress until July 2024.
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The Bank Group nearly doubled its portfolio during the evaluation, with 
limited strategic adjustments, despite escalating conflict and rising macro-
economic imbalances. This increased risks for the World Bank’s portfolio and 
weakened conditions for project preparation, implementation, and monitor-
ing. Moreover, ongoing conflict since 2020 limited access to project sites for 
both the World Bank and the government. In response, the World Bank tried 
to adopt TPI and monitoring, but these only partially materialized. Instead, 
the World Bank continued to rely on government data and systems for these 
tasks. Despite these challenges, the World Bank maintained high levels of 
disbursement of IDA resources, including through investment projects and 
PforR financing. 

The Bank Group’s reliance on additional financing may have limited oppor-
tunities for learning and adaptation. More than one-quarter of all projects 
approved during the evaluation period were additional financing—a figure 
that increased to 38 percent of projects between FY20 and FY23. This financ-
ing helped increase government resources during the COVID-19 pandemic 
and economic crisis to support social protection and poverty alleviation in 
non-conflict-affected areas, including during the Tigray and subsequent 
conflicts. However, this meant that the Bank Group extended the same in-
terventions with limited adjustments. The reliance on additional financing 
limited the number of ICRs to only 15, which may have prevented the World 
Bank’s more thorough assessment of the relevance and effectiveness of its 
interventions and did not allow for more strategic corrections. 

Looking forward, the Bank Group will need to adapt its strategic approach to 
remain relevant and effective amid fragility, difficult economic reform nego-
tiations, and growing climate vulnerabilities. For example, the World Bank 
supported highly relevant reforms that opened opportunities for private 
sector involvement, but progress was reversed in some areas, and, despite 
reform progress in July 2024, the agenda remains unfinished. The transi-
tion of the World Bank interventions to a fragile medium-term operating 
environment is still ongoing and needs to go hand in hand with a thorough 
portfolio review and risk assessment that can guide and provide guardrails 
for future engagement in a weakened institutional environment. While the 
government recognized the country’s vulnerability to climate risks and was 
a proactive partner to the World Bank in building climate resilience, there is 
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a need to ramp up support to the climate agenda and identify more scalable 
and sustainable solutions. 

Lessons

This evaluation identified the following lessons to guide future Bank Group 
engagement in Ethiopia. These lessons may also be of relevance to other 
countries facing similar development challenges:

1.	 At times, the World Bank traded candor on transformational reforms with 

remaining engaged in Ethiopia’s policy dialogue. The World Bank’s impact 

hinges on its ability to find ways to frame policies on sensitive topics in a 

manner that is palatable to government decision makers, the public, and 

potential coalitions for change. However, on some potentially transforma-

tional reforms, the World Bank avoided public discussion—for example, 

discontinuing Economic Updates and reducing the visibility of other 

economic analyses as a platform to engage authorities and other poten-

tial stakeholders on sensitive reforms, such as liberalizing the agriculture 

sector, fiscal consolidation to reduce debt, and addressing an overvalued 

exchange rate and financial repression to reshape the development model. 

This approach enabled the dialogue to continue in other areas (such as 

climate resilience in sustainable land management, agriculture practic-

es, and safety nets), but at the cost of addressing some fundamentally 

transformative reforms to support the private sector and address growing 

macroeconomic imbalances. While some difficult policy dialogue may 

need to continue behind closed doors, the World Bank should seek to 

balance this discussion with contributing to an open policy discourse and 

by active risk management, notably around critical economic reforms, for 

which delaying reforms may be more costly in the long term. Without such 

discourse, the Bank Group’s efforts to support improvements in areas such 

as the business environment or strengthening institutions may not have 

the desired impact. 

2.	 Conducting regular strategy and program reviews and actively managing 

risks can create opportunities for strategic corrections and adaptation, 

particularly during times of portfolio expansion and emerging economic 

challenges and conflict. Specifically, repeated use of additional financing 
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and the absence of a timely Performance and Learning Review risked 

potentially supporting unsustainable policies, extending the same inter-

ventions with minimal adaptation, and having fewer opportunities for 

learning and course correction.

3.	 Adapting the implementation of the Bank Group’s program to emerging 

conflict and fragility is a complex multiyear process that needs sufficient 

and timely M&E. The Bank Group’s program should be guided by well-

developed and candid assessments of the potential development impacts 

and risks. The Bank Group should ensure that adequate M&E systems 

continue to be in place so that support for government-driven priorities 

remains consistent with, and can adapt to, the Bank Group’s mission 

of reaching targeted populations with the greatest development needs. 

This lesson is highlighted by the limited success in the use of third-party 

monitoring and implementation.

4.	 The Bank Group needs to consider how its interventions help address and 

interact with macroeconomic imbalances, including exchange rate mis-

alignment, financial repression, and sustainable debt levels. The choice of 

World Bank financing instruments should consider their consistency and 

sustainability in the face of such macroeconomic imbalances. For exam-

ple, several DPOs were approved despite backloading foreign exchange 

reforms. Additionally, while PforR operations gained traction and were 

particularly successful in supporting social programs, there could have 

been a more candid assessment of how the fiscal context and macroeco-

nomic outlook undermined the sustainability of the program until broader 

imbalances were addressed.
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1  Other key objectives include unemployment reduction, universal access to clean drinking 

water and electricity, infrastructure improvements, economic transformation, and climate 

resilience (Ethiopia 2021).
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Appendix B. Methods

The team used a theory-based contribution analysis framework to assess 

the overall relevance of the World Bank Group’s program to Ethiopia’s 

development challenges and its contributions to two interlinked out-

come areas: (i) strengthening the role of the private sector and (ii) 

strengthening climate resilience (see tables B.2 and B.3).

On the level of outcome areas, the evaluation team traced the status of the 
analytic underpinnings at the start of the evaluation period and their evolu-
tion throughout. This process includes reviewing (i) how analytics identified 
relevant constraints and translated into strategy; (ii) how strategy informed 
project selection and design; (iii) whether the supported reforms were in line 
with analytics and strategy; (iv) how successfully advisory, policy, invest-
ment, and Program-for-Results projects were implemented and whether 
implementation appropriately adjusted to changing circumstances; (v) 
whether projects and reforms delivered results as intended; and (vi) whether 
delivery of results can be linked to higher-order results at the country level.

Evaluation Design

The evaluation uses a theory-driven approach with a mixed methods 
design to triangulate findings from multiple evidence sources. A trend 
analysis of the development context in Ethiopia, including relevant indica-
tors, provided a background of the broader development in which the Bank 
Group program took place, with the focus on areas the Bank Group sought 
to influence. The evaluation traced pathways of influence, focusing on the 
role of analytics and strategy in identifying areas of work and projects to 
ensure relevance and coherence. The evaluation analyzed the theories of 
change for evaluation questions 2 and 3 to explore the degree to which the 
Bank Group’s work helped shape policy dialogue, catalyze support from 
other stakeholders, and deliver its program in an effective manner. This 
analysis included assessing whether achievements of higher-level results 
(or lack thereof) were plausibly related to Bank Group interventions and 
their more or less successful implementation. 
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The evaluation design matrix summarizes methods and approaches used 
to answer the main evaluation questions (table B.1). Methods include doc-
ument review; stakeholder mapping; a survey; and interviews with Bank 
Group staff, clients, other stakeholders, and members of civil society.
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Table B.1. Evaluation Design Matrix

Evaluation Questions Methods Data Collected

Specific Limitations and 

Mitigation

EQ1: How relevant was 
World Bank Group 
support to addressing 
the main development 
needs of Ethiopia, and 
how well did it adapt over 
the evaluation period 
to respond to changing 
priorities, evolving coun-
try context, and learning 
from experience? 

Document review. Review and analysis 
of Bank Group documents related to 
program description and implementation 
to reconstruct the types and sequence 
of activities supported and to identify 
intended contributions. Review and anal-
ysis of (self-)evaluation documents (and 
validation) to identify relevance of design 
and objectives of the operations sup-
ported by the Bank Group and to identify 
evidence of contributions to outcomes.

Strategies. Country Partnership Strategies 
and Country Partnership Frameworks, 
their evaluations and validations, relevant 
government strategies, and strategies pro-
duced by other partners. Sector strategies 
produced as part of Bank Group analytics 
and advisory products and government 
sector strategies supported through de-
velopment policy operations.

Limitations include missing or 
superficial information con-
tained in project documents 
related to key dimensions of 
interest.

Portfolio review. Analysis of the World 
Bank portfolio to understand the coher-
ence with the World Bank strategies, to 
classify interventions, to collect outcome 
indicators, and to identify factors that 
contributed or not to the achievement of 
project outcomes.

Evaluation documents. Self-evaluations 
(including those validated by IEG), 
ICRs, ICRRs, CLR, CLRV, and evaluation 
documents. 

Key counterparts and infor-
mants for the early years of the 
evaluation period were difficult 
to reach, and there could be 
recall bias.

Analysis of staff mission travel patterns. 
Staff mission stops to Addis Ababa and 
locations within Ethiopia but outside 
Addis Ababa were aggregated by fiscal 
year, before and after the conflict period, 
to compare trends.

Analytic documents. Core documents 
produced by the Bank Group and other insti-
tutions. Sources include CEMs, SCDs, PERs, 
Economic Updates, and other documents. 
External diagnostics such as IMF Country 
Reports and program documents, analytic 
reports by other multilateral development 
banks, and reports and data by academia 
and think tanks on Ethiopia’s context.

Limitations also include un-
available or unreliable data at 
the required longitudinal and 
sectoral levels. 

(continued)
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Evaluation Questions Methods Data Collected

Specific Limitations and 

Mitigation

Analysis of TTL survey data. TTL survey 
data were used to triangulate evidence 
for findings. Staff responded to a mix of 
open and closed questions. Responses 
regarding on-site visits and difficulty 
of working given travel restrictions and 
conflict were analyzed and summarized 
across responses to inform the narrative.

Standardized development data set and 
other secondary data. FAO data, World 
Development Indicators, Ethiopia’s Central 
Statistical Agency, and so on.

The inability to visit sites out-
side Addis Ababa limited the 
ability to assess particularly 
agricultural and climate resil-
ience operations.

Triangulation. The focus of interviews 
with Bank Group staff was on validating 
the understanding of strategy, project 
selection and design in response to strat-
egy, and learning and evaluative findings.

Bank Group portfolio data. Data from 
corporate reporting systems extracted 
through standardized reports and systems.
 

Georeferencing of Bank Group 
operations could not be 
sufficiently disaggregated for 
various projects.

Semistructured interviews with (i) Bank 
Group staff to bridge information gaps on 
broader portfolio implementation, policy 
issues, and context and (ii) relevant clients, 
development partners, stakeholders, and 
members of civil society to collect opin-
ions about the relevance and adaptation of 
the Bank Group operations over the evalu-
ation period, to gather additional evidence 
about the significance of the Bank Group 
contributions, and to provide additional 
sources of evidence.
Staff mission travel data from Global 
Corporate Solutions. 

The evaluation team trian-
gulated evidence from the 
interviews, review of the Bank 
Group portfolio documents, 
and available data.

(continued)
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Evaluation Questions Methods Data Collected

Specific Limitations and 

Mitigation

Survey of TTLs and project teams for 
operations active in Ethiopia since FY20, 
which was used for triangulating evidence 
on how the Bank Group adapted to the 
conflict situation. The survey was carried 
out from May 16 to June 6, 2024; 33 staff 
members replied, with separate respons-
es for 73 projects, covering 48 unique 
projects (TTLs, co-TTLs, and core team 
members could each submit a response 
for a project), which made up 39 percent of 
the total volume of approved IDA financing 
in Ethiopia from FY20 to FY23.

(continued)
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Evaluation Questions Methods Data Collected

Specific Limitations and 

Mitigation

EQ2: How relevant and 
effective was Bank 
Group support in helping 
Ethiopia transition away 
from a state-led devel-
opment model to one 
with a greater role for the 
private sector?

Document review. Review and analysis 
of Bank Group documents related to 
sector strategy and program imple-
mentation to reconstruct the types 
and sequence of activities supported 
and to identify intended contributions. 
Review and analysis of (self-)evaluation 
documents (and validation) to identify 
relevance of design and objectives of 
the operations supported by the Bank 
Group. Assessment of contributions to 
outcomes based on whether the Bank 
Group interventions were necessary (for 
example, reform unlocking a new area 
of operation or the introduction of a new 
product) or plausibly related (for exam-
ple, increase in agricultural productivity 
in a context of widespread land degra-
dation and increase, or lack thereof, in 
financial access), where available, using 
evaluations performed by the World 
Bank or third parties.

Strategies. Country Partnership Strategies 
and Country Partnership Frameworks, 
their evaluations and validations, relevant 
government strategies, and strategies pro-
duced by other partners. Sector strategies 
produced as part of Bank Group analytics 
and advisory products and government 
sector strategies supported through de-
velopment policy operations.

Limitations include missing or 
superficial information con-
tained in project documents 
related to key dimensions of 
interest.

Data analysis. Analysis of external data 
to identify the evolution of key country 
or sector outcome indicators (for exam-
ple, maize productivity, manufacturing 
output, and exports) that the Bank Group 
sought to influence.

Evaluation documents. Self-evaluations, 
including those validated by IEG, and eval-
uation documents. 

Key counterparts and infor-
mants for the early years of the 
evaluation period were difficult 
to reach, and there could be 
recall bias.

(continued)
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Evaluation Questions Methods Data Collected

Specific Limitations and 

Mitigation

Portfolio review. Analysis of the Bank 
Group portfolio to understand the 
coherence with strategies, to classi-
fy interventions, to collect outcome 
indicators, and to identify factors that 
contributed or not to the achievement of 
project outcomes.

Standardized development data set and 
other secondary data. IMF, FAO data, 
World Development Indicators, Haver 
Analytics, and Ethiopia’s Central Statistical 
Agency.

Limitations also include un-
available or unreliable data at 
the required longitudinal and 
sectoral levels. 

Triangulation. Interviews with gov-
ernment counterparts and IFC clients 
aimed to identify the Bank Group role 
in providing relevant analytics to inform 
decision-making, responsiveness to de-
velopment challenges and government 
demand in designing support, effec-
tiveness of support, and the role of the 
Bank Group as a provider of expertise. 
Interviews with other counterparts, such 
as business associations, think tanks, 
academia, and others, complemented 
the picture in assessing the relevance 
and effectiveness of Bank Group support 
and other tangible constraints.

Analytic documents. Core documents 
produced by the Bank Group and other 
institutions. Sources include CEMs, SCDs, 
PERs, Economic Updates, and others. 
External diagnostics such as IMF Country 
Reports and program documents, analytic 
reports by other multilateral development 
banks, and reports by academia and think 
tanks.

The inability to visit sites out-
side Addis Ababa limited the 
ability to assess particularly 
agricultural and climate resil-
ience operations.

Bank Group portfolio data. Data from 
corporate reporting systems extracted 
through standardized reports and informa-
tion systems.

The evaluation team trian-
gulated evidence from the 
interviews, review of Bank 
Group portfolio documents, 
and available data. 

(continued)
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Evaluation Questions Methods Data Collected

Specific Limitations and 

Mitigation

Semistructured interviews with (i) Bank 
Group staff to bridge information gaps on 
program implementation, policy issues, 
and context related to private sector de-
velopment issues and (ii) relevant clients, 
partners, stakeholders, private sector 
representatives, and members of civil 
society to collect opinions about the rele-
vance and adaptation of the Bank Group 
operations to strengthen the private sector 
over the evaluation period and additional 
evidence about the significance of the 
Bank Group contributions and to provide 
additional sources of evidence.

(continued)
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Evaluation Questions Methods Data Collected

Specific Limitations and 

Mitigation

EQ3: To what extent did 
the Bank Group help 
Ethiopia build resilience 
to climate change, 
particularly with respect 
to its support to agricul-
ture and land and water 
management?

Document review. Review and analysis of 
Bank Group documents related to sector 
strategy and program implementation to 
reconstruct the types and sequence of 
activities supported and to identify intend-
ed contributions. Review and analysis of 
(self-)evaluation documents (and valida-
tion) to identify relevance of design and 
objectives of operations supported by the 
Bank Group. Assessment of contributions 
to outcomes based on whether the Bank 
Group interventions were necessary (for 
example, reform unlocking a new area 
of operation or the introduction of a new 
product) or plausibly related (for exam-
ple, increase in vegetation in a context 
of widespread land degradation and 
increase, or lack thereof, in irrigated area), 
where available, using evaluations per-
formed by the World Bank or third parties.

Strategies. Country Partnership Strategies 
and Country Partnership Frameworks, 
their evaluations and validations, relevant 
government strategies, and strategies pro-
duced by other partners. Sector strategies 
produced as part of Bank Group analytics 
and advisory products and government 
sector strategies supported through de-
velopment policy operations.

Limitations include missing or 
superficial information con-
tained in project documents 
related to key dimensions of 
interest.

Portfolio review. Analysis of the Bank 
Group portfolio to understand the 
coherence with strategies, to classi-
fy interventions, to collect outcome 
indicators, and to identify factors that 
contributed or not to the achievement of 
project outcomes.

Evaluation documents. Self-evaluations, 
including those validated by IEG, and eval-
uation documents. 

Key counterparts and infor-
mants for the early years of the 
evaluation period were difficult 
to reach, and there could be 
recall bias.

(continued)



Independent Evaluation Group World Bank Group    107

Evaluation Questions Methods Data Collected

Specific Limitations and 

Mitigation

Triangulation. The focus of interviews 
with Bank Group staff was on validating 
the understanding of strategy, project 
selection and design in response to strat-
egy, and learning and evaluative findings.

Analytic documents. Core documents 
produced by the Bank Group and other insti-
tutions. Sources include CEMs, SCDs, PERs, 
Economic Updates, and others. External 
diagnostics such as IMF Country Reports 
and program documents, analytic reports by 
other multilateral development banks, and 
reports by academia and think tanks, includ-
ing IFPRI, on climate resilience and social 
protection relevance and effectiveness.

Limitations also include un-
available or unreliable data at 
the required longitudinal and 
sectoral levels. 

Geospatial analysis. Review of NDVI data 
in project-targeted areas to identify the 
average share of project areas showing 
an increase in vegetation density (in a 
context of overall land degradation in 
Ethiopia).

Bank Group portfolio data. Data from 
corporate reporting systems extracted 
through standardized reports and informa-
tion systems.

The inability to visit sites out-
side Addis Ababa limited the 
ability to assess particularly 
agricultural and climate resil-
ience operations.

(continued)
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Evaluation Questions Methods Data Collected

Specific Limitations and 

Mitigation

Semistructured interviews with (i) Bank 
Group staff to bridge information gaps 
on program implementation and context 
and (ii) clients, partners, stakeholders, and 
members of civil society to collect opinions 
about the relevance and adaptation of the 
Bank Group operations over the evaluation 
period, additional evidence about the sig-
nificance of the Bank Group contributions, 
and additional sources of evidence.
Geospatial data. Georeferenced data 
(polygons) of areas covered by the project 
with the share of areas that shows an 
increase in the NDVI. 

The evaluation team trian-
gulated evidence from the 
interviews, review of Bank 
Group portfolio documents, 
and available data. 

Source: Independent Evaluation Group.

Note: CEM = Country Economic Memorandum; CLR = Completion and Learning Review; CLRV = Completion and Learning Review Validation; EQ = evaluation question; 
FAO = Food and Agriculture Organization; ICR = Implementation Completion and Results Report; ICRR = Implementation Completion and Results Report Review; IDA = 
International Development Association; IEG = Independent Evaluation Group; IFC = International Finance Corporation; IFPRI = International Food Policy Research Institute; 
IMF = International Monetary Fund; NDVI = Normalized Difference Vegetation Index; PER = Project Evaluation Report; SCD = Systematic Country Diagnostic; TTL = task team 
leader. 
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9

Limitations

There are several limitations that potentially interfere with the validity of 
the conclusions of the report. Ethiopia has a history of limited private sec-
tor and civil society discussion on government policy directions, which may 
have limited the openness with which some stakeholders may have been 
willing to openly discuss current and past government policies and perfor-
mance, as well as those of the Bank Group. This factor was exacerbated by 
data limitations, with some basic economic data missing through the eval-
uation period, including for some data during and after the conflict period. 
Given the conflict situation, which has limited World Bank staff travel to 
various parts of the country, the staff’s assessment of project issues may be 
affected. The inability to access sites outside Addis Ababa further affected 
the evaluation team. Furthermore, the turnover of key government officials, 
Bank Group management and staff, and development partners, especial-
ly during the early part of the review period and during COVID-19 and the 
conflict, created challenges in reaching all relevant stakeholders. The team 
engaged a local consultant and sought to triangulate sources of evidence to 
address these issues. There is a relatively small number of closed projects 
that have been evaluated and validated, and the difficulty in attributing 
results to Bank Group interventions added to the evaluation’s challenges. 
Moreover, portfolio review and analysis rely on the information included 
and presented in the documents reviewed. The information presented may 
not capture all relevant considerations when preparing and supervising 
documents. Success ratings are based on judgment and targets that may be 
inconsistent across projects. Final intended outcomes in areas such as pri-
vate sector development, connectivity infrastructure, and human capital may 
not fully emerge within the time frame of the evaluation. Where relevant, 
the evaluation reviews project outputs and intermediate outcomes.
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Table B.2. Theory of Change Enabling the Private Sector

Main 

Challenges

World Bank 

Group Support Project Outcomes

Targeted 

Higher-Level 

Outcomes

Macro-
economic 
stability

	» Overvalued 
exchange rate

	» High inflation

	» Interest rate 
distortions

	» Worsening 
debt sustain-
ability

	» Support for 
economic 
reforms

	» Analytics 
and advisory 
support to 
implement 
reforms

	» Increased 
exchange rate 
flexibility

	» Reduced inflation

	» Market-
determined 
interest rates 

	» Sustainable debt 
management

	» More com-
petitive real 
exchange rate

	» Improved 
allocation of 
capital

	» Sustainable 
debt levels

Business 
environment

	» Onerous tax-
ation

	» Inefficient 
bureaucracy

	» State-led 
development 
model with a 
high level of 
SOE involve-
ment

	» Low competi-
tiveness

	» Support for 
economic 
reforms

	» Analytics 
and advisory 
support to 
implement 
reforms and 
simplify pro-
cesses

	» Simplified pro-
cesses

	» Expansion of 
sectors allowing 
foreign invest-
ments 

	» Improved 
resolution of 
investment dis-
putes

	» Improved trade 
logistics

	» Improved com-
petition

	» Increased 
registration of 
firms

Access to 
financial 
services

	» Financial re-
pression and 
state inter-
vention

	» Missing 
financial infra-
structure

	» Lack of private 
financial insti-
tutions in the 
market

	» Support for 
economic 
reforms

	» Analytics 
and adviso-
ry support 
for financial 
infrastructure 
and increased 
access

	» World Bank 
Group 
investment 
projects ex-
pand access 
to finance

	» Financial repres-
sion reduced

	» Financial in-
frastructure 
established

	» Increased lending 
to MSMEs

	» Replication of 
private financial 
solutions

	» Increased 
number of 
MSMEs bor-
rowers

	» Increased 
credit to pri-
vate sector

	» Increased 
number of pri-
vate financial 
institutions 
entering the 
market

Source: Independent Evaluation Group.

Note: MSMEs = micro, small, and medium enterprises; SOE = state-owned enterprise.
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Table B.3. Theory of Change: Climate Resilience

Main 

Challenges

World Bank Group 

Support Project Outcomes

Targeted 

Higher-Level 

Outcomes

Sustainable 
land man-
agement

	» Climate-
induced 
land degra-
dation that 
affects more 
than 85% of 
land

	» Climate adap-
tation ASA and 
strategies 

	» World Bank invest-
ment lending and 
PforR supporting 
the introduction of 
sustainable land 
management 
practices

	» Improved capacity 
for subbasin re-
source planning

	» Increased availabil-
ity of hydrologic 
information

	» Increased area 
under sustainable 
land management 
practices

	» Restored 
vegetation 
(measured 
by an in-
crease in the 
NDVI)

	» Increased 
agricultural 
productivity

Climate-
resilient 
agriculture

	» Decreased 
agricultural 
productivity 
due to cli-
mate change 
and reliance 
on rain-fed 
agriculture

	» ASA and strate-
gies 

	» Programmatic 
World Bank in-
vestment lending 
and PforR sup-
porting improved 
agricultural 
productivity

	» Mainstreaming of 
improved agricul-
tural practices in 
World Bank agri-
culture projects

	» Increased use of 
irrigation

	» Increased 
agricultural 
productivity 
(despite in 
the context 
of increasing 
land degra-
dation)

	» Increased 
area under 
irrigation

Social safety 
nets

	» Vulnerability 
of rural pop-
ulations to 
extreme cli-
mate events, 
particularly 
droughts

	» ASA

	» World Bank 
investment lend-
ing and PforR 
support for the 
Productive Safety 
Net Program

	» Coverage of tar-
geted vulnerable 
population by 
safety net

	» Responsiveness 
of program to 
climate and 
non-climate-related 
shocks

	» Support for off-farm 
economic activities

	» Ancillary bene-
fits from public 
works, particularly 
sustainable land 
management 
practices

	» Improved 
food security

	» Improved 
household 
income

	» Graduation 
from pro-
gram

	» Improved 
land man-
agement and 
soil quality

Source: Independent Evaluation Group. 

Note: ASA = advisory services and analytics; NDVI = Normalized Difference Vegetation Index; PforR = Program-for-
Results.
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Appendix C. Country Partnership 
Strategy and Country Partnership 
Framework Results Discussion

This appendix discusses selective results achieved in the Country 

Partnership Strategy (CPS) and the Country Partnership Framework (CPF) 

under various focus areas supported by the strategies. The broader focus 
areas included fostering competitiveness and employment in the FY13–16 
CPS and promoting structural and economic transformation through in-
creased productivity in the FY18–22 CPF (World Bank 2012, 2017a):

	» While the Completion and Learning Review Validation noted tangible prog-

ress on promoting a stable macroeconomic environment in the FY13–16 

CPS period (World Bank 2017b),1 the indicators were only modestly relevant 

and insufficient to measure this, with other key macroeconomic indicators 

not improving and risk of debt distress worsening. A similar objective in 

the FY18–22 CPF to develop “new approaches for sustainable infrastruc-

ture financing and debt management” (World Bank 2017a, 34) was rated not 

achieved: there was progress on public debt management, despite default on 

a Eurobond in December 2023, but there was no progress on new approaches 

for sustainable infrastructure financing. Moreover, the indicators were too 

narrow to capture the scope of the objective.

	» Progress was noted on fostering increased competitiveness in manufacturing 

and services throughout the FY13–16 CPS period (although this measured 

only jobs created by the World Bank Group interventions), which was close 

to target, and increasing exports from the special industrial zone, which was 

not achieved. For the FY18–22 CPF, the Completion and Learning Review 

Validation noted negligible progress on improving the business investment 

climate (World Bank, forthcoming). Financing support for micro, small, and 

medium enterprises through Bank Group projects improved during both 

periods, although it did not reach targets in the later period. Agricultural 

productivity improved during both strategy periods. 
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	» Increased and improved infrastructure delivery was noted during both strat-

egy periods. Expanded access to electricity was reported in the earlier period, 

and the population with access to electricity more than doubled in FY18–22, 

from 25 percent in 2016 to more than 54 percent in 2021. Road infrastruc-

ture improved during both strategy periods. Increased access to water and 

improved sanitation were noted for both strategy periods, although access to 

sanitation improved only slightly in the second period.

Results for the broader focus areas on increasing resilience and inclusiveness 
are as follows: 

	» Regarding quality health services, improvements were made in contracep-

tion use throughout both strategy periods, although the latest data point 

was 2019, which may not have been sustained given the conflict. There was 

an improvement in skilled birth attendance in the first strategy period, and 

equity of vaccination coverage improved through 2021 but may have been 

affected by conflict.

	» On education, indicators of the share of students attaining basic competencies 

for English and mathematics for grades 4 and 8 were largely achieved in the 

FY13–16 CPS period. However, performance worsened, rather than improved, 

in the FY18–22 CPF period because of adverse consequences of the COVID-19 

pandemic, displacements from the conflict, and an increased incidence of 

hunger. During the FY18–22 CPF period, early childhood nutrition also dete-

riorated, there was no improvement in early learning outcomes, and the Bank 

Group intervention in early childhood education did not materialize.

	» Resilience to food insecurity was assessed in the Completion and Learning 

Review Validations to improve throughout both strategy periods but did not 

reach the target by 2021. However, overall, food insecurity worsened between 

2014 and 2023. In the second strategy period, improving the sustainability 

of safety nets was rated partially achieved because safety nets struggled to 

handle a significant increase in demand due to drought, conflict, and the 

pandemic, while government funding fell below target. The share of urban 

safety net recipients reporting an increase in consumption marginally ex-

ceeded the target. Moreover, results are likely to have been adversely affected 

by the conflict.
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	» Natural resource management and resilience to climate change were rated 

achieved in the first strategy period. Land under sustainable land manage-

ment practices increased because of five different Bank Group operations 

exceeding targets. This increase continued in the second strategy period. 

Results for the broader focus areas on governance and state building are as 
follows:

	» Enhancing space for citizen participation in development was rated as 

partially achieved in the first strategy period, as measured by the num-

ber of woredas (districts) using social accountability tools and action plans 

for service quality improvement. However, Ethiopia remained among the 

lowest-ranked countries for voice and accountability in the Worldwide 

Governance Indicators. A similar objective was rated partially achieved for 

the FY18–22 CPF. Key indicators focusing on prebudget discussions and the 

use of social accountability tools were only partially met. 

	» Enhancing public financial management, procurement, and accountability 

was rated mostly achieved in the first strategy period, based on improve-

ments in Public Expenditure and Financial Accountability scores, an increase 

to 80 percent of regional institutions with annual financial audits, and 14 

federal ministries using the Citizens Charter. In addition, improving public 

service performance management and responsiveness was rated as partially 

achieved. Citizens’ confidence in health service quality declined substantially, 

while it increased only marginally for water service. The rating also reflected 

the introduction of balanced scorecards. For the FY18–22 period, improving 

governance in service delivery was rated mostly achieved. This rating reflect-

ed an increase in competitive open procurement practices in 80 percent of 

targeted agencies and a woreda public financial management benchmarking 

exercise to support fiscal management capacity. The output-oriented indica-

tors, however, captured only narrowly the service delivery capacity and were 

likely adversely affected by the conflict.

References
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1  The Completion and Learning Review Validation (CLRV) was called the Completion and 

Learning Review Review (CLRR) before May 1, 2023.
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Appendix D. Summary of the World 
Bank Group’s Support for the 
Productive Safety Net Program
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Project Year Notable Elements

World Bank 
Committed/ 

Disbursed
(US$, millions) 

Partner 
Financing 

(US$,  
millions)

Beneficiaries 
(no.) Results from Public Works

ICRR 
Outcome 

Rating

PSNP, 
phase 1

2005 
(Closed)

	» Piloted in 262 woredas 
(districts)

	» Focus on chronically 
food-insecure people

186.40/193.19 — 7.2 million 
(PPAR)

	» 3,721 schools built or rehabili-
tated

	» 925 health posts

Satisfactory

PSNP, 
phase 2

2007 
(Closed)

	» Extended to selected 
highland regions

	» Started including cash 
transfers

338.92/345.92 — 6.4 million 
(ICRR)

	» 34,000 public works projects

	» Rehabilitated 167,000 hectares 
of land

	» Constructed 275,000 kilome-
ters of embankments

	» Introduced community-based 
watershed management of 
public works projects

Satisfactory

PSNP, 
phase 3

2011 
(Closed)

	» Expanded to lowland 
regions

	» Included transiently 
food-insecure house-
holds 

	» Integration of house-
hold asset-building 
program

1,116.72/ 
1,110.26

1,480.68 7.8 million 	» 200,000 public works projects

	» Improved access to water for 
16.1 million people

	» Rehabilitation of 90,654 hect-
ares of land

	» Constructing or rehabilitating 
more than 67,000 kilometers 
of roads

Satisfactory

PSNP, 
phase 4

2015 
(Closed)

	» Further geographical 
expansion

	» Addition of compre-
hensive livelihood 
support

1,085.35/ 
1,030.43

968.01 8 million 	» 300% increase in carbon se-
questration rates resulting in 
sequestration of 183,000 tons 
of carbon dioxide per year

	» Management of 12,000 water-
sheds

Moderately 
satisfactory

(continued)
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Project Year Notable Elements

World Bank 
Committed/ 

Disbursed
(US$, millions) 

Partner 
Financing 

(US$,  
millions)

Beneficiaries 
(no.) Results from Public Works

ICRR 
Outcome 

Rating

RPSNP 2018 
(Closed)

	» Rollout of e-payments 600/593.55 545.10 2.8 million 
through cash 

transfers

— Moderately 
satisfactory

UPSNP 2020 
(Closed)

	» Launch of the UPSNP 300.00/299.59 10.6 602,993
(379,986 IDPs)

	» 806,340 tons of solid waste 
collected

	» 736 hectares of degraded land 
rehabilitated

	» 128 school kitchens constructed

Satisfactory

UPSNJP 2020 
(Active)

	» Permanent support 
through public works

	» Comprehensive labor 
market support

	» Youth employment 
activities

510.5/376.67 n.a. (planned) 519,945 to date 
(ISR)

— n.a.

SEASN 2021 
(Active)

	» Focus on drought-
prone areas

	» Focus on chronically 
poor people

1,351.79/ 
1,087.13

836.0 (planned) 7 million (ISR) 	» Area of land treated: 950,524 
hectares

n.a.

Sources: Independent Evaluation Group; World Bank Operations Portal.

Note: ICRR = Implementation Completion and Results Report Review; IDP = internally displaced person; ISR = Implementation Status and Results Report; n.a. = not ap-
plicable; PPAR = Project Performance Assessment Report; PSNP = Productive Safety Net Program; RPSNP = Rural Productive Safety Net Program; SEASN = Strengthen 
Ethiopia’s Adaptive Safety Net; UPSNP = Urban Productive Safety Net Program; UPSNJP = Urban Productive Safety Net and Jobs Project; — = not available. 
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Indicator

Year

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

GDP growth (annual %) 8.6 10.6 10.3 10.4 9.4 9.6 6.8 8.4 6.1 5.6 5.3 6.5

GDP per capita growth (annual %) 5.6 7.6 7.3 7.5 6.5 6.6 4.0 5.5 3.3 2.9 2.7 3.8

GDP per capita (current US$) 458.6 490.8 557.5 630.3 705.6 755.8 758.3 840.4 918.7 925.0 1,027.5 1,293.8

Inflation, consumer prices (annual %) 23.6 7.5 6.9 9.6 6.6 10.7 13.8 15.8 20.4 26.8 33.9 30.2

Foreign direct investment, net inflows (% of 
GDP)

0.6 2.8 3.3 4.1 5.6 4.9 4.0 2.7 2.2 3.8 2.9 ..

Current account balance (% of GDP) −7.1 −6.4 −10.4 −11.7 −10.6 −7.3 −5.5 −5.2 −2.5 −4.1 −4.1 −2.9

Central government debt, total (% of GDP) .. 10.7 26.9 27.9 29.0 30.1 32.5 31.4 .. .. .. ..

Population, total (million) 94.5 97.1 99.7 102.5 105.3 108.2 111.1 114.1 117.2 120.3 123.4 126.5

School enrollment, primary (% gross) 92.7 89.1 96.2 97.1 98.5 97.9 97.5 92.7 114.6 102.7 85.5 ..

Mortality rate, under-five (per 1,000 live births) 73.9 70.1 66.5 63.1 59.9 56.9 54.3 52.1 49.9 48 46.2 ..

Human Capital Index (scale 0–1) .. .. .. .. .. 0.3850 0.3841 .. 0.3828 .. .. ..

Poverty head count ratio, national 29a 25.0 33.0

Poverty head count ratio, urban 27a 16.0 19.0

Poverty head count ratio, rural 30a 27.0 37.0

Fertility rate, total (births per woman) 4.9 4.7 4.6 4.5 4.5 4.4 4.3 4.3 4.2 4.2 4.1 ..

Prevalence of moderate or severe food inse-
curity in the population (%)

.. .. .. .. 56.2 58.3 59.4 57.9 56.3 56.2 58.1 59

Prevalence of severe food insecurity in the 
population (%)

.. .. .. .. 14.5 15.0 14.8 14.1 16.4 19.6 21.1 19.7

(continued)



122	 The World Bank Group in Ethiopia, Fiscal Years 2013–23  Appendix E

Indicator

Year

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

Access to electricity (% of population) 29 30.8 27.2 29 42.9 44.3 44.8 48 51.1 54.2 55 ..

Internally displaced persons, new displace-
ment associated with conflict and violence 
(number of cases, thousands)

179 137 56 296 725 2,895 1,052 1,692 5,142 2,032 794

Internally displaced persons, new displace-
ment associated with disasters (number of 
cases, thousands)

20 61 49 104 347 434 296 504 664 240 873 618

Internally displaced persons, total displaced 
by conflict and violence (number of people, 
thousands)

350 316 397 450 258 1,078 2,137 1,324 2,060 3,589 3,852 2,852

Fragile States Index ranking (lower is more 
fragile)

19 19 20 24 15 15 23 21 11 13 11

Global Peace Index ranking (out of 163 coun-
tries; higher is less peaceful)

143 136 125 126 127 132 134 132 146 152 149

Sources: Food and Agriculture Organization; Fragile States Index; Global Peace Index; World Bank 2024; 
World Development Indicators.  

Note: .. = negligible.  
a. Data are from 2011.
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