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thiopia accounts for 9.7 percent of
Sub-Saharan Africa�s population.
Economically and socially, Ethiopia

ranks among the bottom of the least devel-
oped countries. A large proportion of its
population lives in poverty and is vulner-
able to famine. The HIV/AIDS prevalence
is estimated at 11 percent and life expect-
ancy is 42 years.

Ethiopia  became  a  democracy  only  re-
cently and is in the process of shifting from
a command to a market economy. To ad-
dress the broad issues of poverty, the gov-
ernment has adopted a new development
strategy. It seeks to promote rapid, broad
based, and equitable growth by focusing on
rural development, improving physical and
human capital, deepening the devolution
process to empower the people,  and  ex-
panding  the  choices  that people have over
their lives.

GDP Growth Scenarios and Poverty Reduction
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Using results from the Welfare Monitor-
ing Survey (WMS), poverty in the year 2000
is estimated at 44.3 percent. The Millen-
nium Development Goals (MDG) call for
cutting poverty in half between 1990 and
2015. In our poverty simulation, 2000 was
chosen as the base year for poverty esti-
mates for two reasons: (1) poverty head
count  apparently  did  not  change much
during the 1990s, although it probably fell
somewhat in the earlier part of the decade
and (2) the 2000 survey provides the most
recent income distribution, on which the
simulation of poverty trends critically de-
pends. The simulation shows that, assum-
ing the current  income  distribution  re-
mains  the same for the years to come, an
annual GDP growth of 4.5 percent will cut
poverty in half to 21 percent by 2015. If a
growth rate of 5.7 percent were to be
achieved�as targeted by the country�s Pov-
erty Reduction Strategy Paper (PRSP)�then
poverty could be halved by 2008, and drop
substantially to 12 percent by 2015.
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� The average household size in
Ethiopia is about five people:
household size of the poor is close
to six while that of the rich is less
than four. Not surprisingly, a high
age dependency ratio is prevalent
among the poorest households:
one working age person (15�64
years) must support 1.3 nonwork-
ing age persons. In contrast,
among the urban rich, one work-
ing age person only supports 0.5
nonworking age persons.

� Most households are headed by a
monogamous-married male�68
percent�followed by households
headed by a de jure female (a
woman who has never been mar-

ried, or is divorced, separated, or
widowed). In urban areas, de jure

female-headed households ac-
count for more than one-third of
all households.

� Households headed by monoga-
mous�or polygamous-married
males are more often found in the
poorest category. This is mainly
because of higher than average
age dependency ratios for these
households, indicating perhaps a
certain demographic trend rather
than economic disadvantages.

� The education level of household
heads is extremely low�71 per-
cent of household heads have no
education at all. But this figure
varies considerably by income
group and area of residence: na-
tionally, 82 percent of the poor but

only 60 percent of the rich house-
holds are headed by a person with-
out education. While differences of
education levels in rural areas
between the poorest and riches
households are relatively small�
83 vs. 71 percent of household
heads have no education, respec-
tively�differences are significant
in urban centers, where corre-
sponding figures are 60 and 24
percent. Greater access to educa-
tion and higher income levels in
urban areas account for improved
levels of education, but also for
greater disparity between high
and low income households. Pro-
viding better access to education
for the poor and improving school
facilities in rural areas should be
of high priority.
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� Disparity in total household expen-
ditures. Average per capita house-
hold income is approximately Birr
103 per month, however there are
identifiable variations between
income  groups and regions. The
richest 20 percent of households
spent more than four times that
of the poorest households, with
the greatest level of inequality
between the urban poor and the

urban rich. On the other hand, the
poorest rural households spent
Birr 42 per  month, compared with
the poorest  urban  households,
who spent Birr 49.almost the same
amount.

� Food security. Poor households al-
locate a higher share of their ex-
penditures to food than non-poor
households�71 vs. 58 percent,
respectively�differences across
wealth groups are more pro-
nounced in urban than in rural

areas: rural households spent
nearly 68 percent of their income
on food while urban households
spent only 55 percent.

� Education expenditure. Nationally,
households spent only 0.6 percent
of their expenditures on educa-
tion. There are, however, some dif-
ferences by area of residence�
urban households spent 1.6
percent compared with 0.4 per-
cent for rural households.
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� Health care. Ethiopian households
spent an insignificant 0.9 percent
of overall household expenditures
on health. Rural households spent
somewhat less than urban ones�
0.8 vs. 1.2 percent, respectively.
The richest quintile of households
spent a slightly higher proportion
of their budget on health care than
the poorest quintile, similarly in
rural and urban areas.

� Educational services in Ethiopia
are basically free, especially in
rural areas where there are no pri-
vate schools. Similarly, public
health services are mostly free�
people seeking health care are
charged only small fees, mostly for
drugs. Thus, the proportions of
income paid for both services are
not directly indicative of the level
of social services.
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� There is a large gender gap in adult
literacy. While 41 percent of men
countrywide are literate, only 17
percent of women are. Literacy is
extremely low in rural areas,
where less than 9 percent of fe-
males and 34 percent of males can
read and write. In contrast, adult
literacy is relatively high in urban
centers, with 81 percent of men
and 56 percent of women being lit-
erate. In the rich urban house-
holds, literacy reaches 91 percent
among men and 69 percent among
women. Improving literacy in ru-
ral areas, particularly among the
woman and poor, is a policy chal-
lenge that must be addressed.

� Net primary enrollment rates
(NPER) are discouragingly low�30
percent, nationally�and most
severe among rural residents. The
NPER for urban children is 75 per-
cent. Significant differences in
primary enrollment also exist be-
tween the poor and the rich�22

and 46 percent, respectively�
whereas the difference between
boys and girls is relatively small�
32 to 29 percent, respectively�
and observed only in rural areas.
The most significant enrollment
gap is between rural and urban
areas, which points to an urgent
need to promote primary educa-
tion in rural areas.

� Secondary school education is
nearly nonexistent in rural ar-
eas�3 percent�whereas in urban
areas secondary enrollment is as
high as 40 percent. Urban second-
ary enrollment ranges from 30 per-
cent for the poorest quintile to 47
percent for the richest.
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� The rural population reports sig-
nificantly more illness than the
urban population�28 vs. 20 per-
cent, respectively. However, when
feeling sick, people in rural areas
are much less likely to seek health
care than are urban dwellers�39
vs. 67 percent, respectively.

� The gap between the rich and the
poor in seeking health treatment
is wider in rural than in urban ar-
eas�71 percent of the urban rich
sought health care, while 60 per-
cent among the urban poor did so.
In rural areas 46 percent of the
rich sought medical treatment,
while 30 percent of the poor did.

� When seeking medical treatment
more than 90 percent of the popula-
tion chose modern health care ser-
vices. Public facilities provided about
45 percent of health services de-
manded. Rich individuals proved
more likely to use private than pub-
lic services�49 to 41 percent, re-
spectively�while the poor equally
public and private providers. The
challenge for the health sector in
Ethiopia is to enhance health ser-
vices for the rural population.
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� The MDGs stress that the propor-
tion of one-year-olds immunized
against measles should reach 90
percent by 2015�2000 estimates
show 51 percent of all children
immunized against measles in
Ethiopia. Measles immunization
rates vary by location�90 percent
of urban one-year-olds were im-
munized, compared to 47 percent
of rural one-year-olds. If Ethiopia
is to achieve this MDG goal,
measles coverage rates must in-
crease rapidly for the rural poor.

� Only 45 percent of one-year-olds
are fully immunized. The low cov-
erage of inoculation is predomi-
nantly due income and area of
residence. Those fully immunized
range from 35 percent of the rural
poor to 88 percent of the urban
rich.

� The degree of malnutrition among
children is alarming. According to
survey findings, the national
prevalence of wasting, an indica-
tor for acute malnutrition, is 10.5
percent (the WHO lists prevalence
between 10 and 14 percent as se-
rious). Stunting, an indicator for
long-term nutritional deprivation,
is estimated at 60 percent for the
country. The prevalence of malnu-
trition is higher among rural chil-
dren than urban. Suboptimal
health and nutritional conditions
have severely restricted linear
human and economic growth po-
tential in Ethiopia. Health and
food security issues must be of top
priority if the government is to miti-
gate the harmful long-term conse-
quences of malnutrition on its
population.
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� Access to safe drinking water is
extremely low in rural areas: less
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Household. Defined as a person or
group of people living in the same
compound (fenced or unfenced), an-
swerable to the same head, and
sharing a common source of food
and/or income. In polygamous
unions, if each household makes its
own decisions, they are then consid-
ered different households.

Expenditure quintiles are derived by
ranking weighted sample individu-
als according to annual deflated per
capita expenditure. Individuals are
used as the basis for estimating
quintiles. Quintiles are constructed
such that the first quintile repre-
sents the poorest 20 percent, the
second quintile the next poorest 20
percent (less poor), and so on; the
fifth quintile represents the richest
20 percent.

Price deflators are used to adjust
expenditures for regional price dif-
ferences.

Demographic indicators

Number of households in each quintile

varies due to differences in house-
hold size, although the total num-
ber of individuals in each quintile is
the same.

Total population. Sampled popula-
tion weighted by the cluster weighs
to give the actual estimated popula-
tion size.

Age dependency ratio. Ratio of
people below 15 years and above 64
years old over people between 15
and 64 years old.

Education indicators (enrollments
rates based on UNESCO definitions)

Net primary enrollment rate. The to-
tal number of children of primary
school age (7 to 10 years) enrolled
as a proportion of the total number
of children of primary school age.

Net secondary enrollment rate. The
total number of children of second-
ary school age (11�18 years) enrolled
as a proportion of the total number
of children of secondary school age.

Literacy indicators

Literacy (adult). The percentage of
people aged 15 and above who can
read and write a short, simple state-
ment on everyday life. The survey
did not actually do any testing to
confirm respondent�s ability to read
and write.

Literacy (youth). The percentage of
people aged 15�24 who can read and
write a short, simple statement on
everyday life. The survey did not ac-
tually do any testing to confirm
respondent�s ability to read and
write.

Head of household indicators

Monogamous male-headed. Male-
headed household having no more
than one spouse.

Polygamous male-headed. Male-
headed household with more than
one spouse. However, differences
exist in the way in polygamous
households are defined. Wives do not
have to live under the same roof.

Single male-headed. Male-headed
household where the head is either
divorced or has never been married.

De facto female-headed household

� without a resident male-head or
where the husband is not present
and the wife is the head by default
and the main decision-maker in
his absence;

� may include a household where the
resident male head has lost most
of his functions as the economic
provider due to infirmity, inability
to work, etc.

De jure female-headed single fe-
male-headed household, where the
head has never been married, or is
divorced or separated or widowed.

Household expenditure indicators

These indicators provide informa-

than 20 percent, respectively. The
rural rich have slightly higher
access to safe drinking water than
the rural poor�21 vs. 15 percent,
respectively. Only 12 percent of
rural households have access to
a protected well, the main source
of affordable safe drinking water
in rural areas.

� Access to safe drinking water in
urban areas is above 90 percent:
84 percent of poor households and
96 percent of rich households
using safe water. The gap between
clean water access in rural and
urban areas could contribute to
the higher levels of illness in ru-
ral areas. Policy measures are
needed to improve access to safe
water in rural areas, which is
needed to improve the health of
rural inhabitants.
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� Access to sanitation is extremely
low in rural areas, less than 10
percent, with little difference be-
tween the poor and the non-poor.
At 73 percent, access to sanita-
tion relatively high in urban ar-
eas. However, there is a gap be-
tween the urban poor and the
urban rich�50 vs. 87 percent,
respectively.

� About three quarters of house-
holds use traditional fuel for cook-
ing (firewood and charcoal). The
majority of rural households and
urban rich households are depen-
dent on traditional means of en-
ergy�78 percent of rural house-
holds and 80 percent of urban
poor. Rich urban households
have diversified energy consump-
tion, using 51 percent traditional
fuel and 49 percent nontraditional
fuel (kerosene, electricity, gas,
other).
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The indicators shown in this bul-
letin are presented by consump-
tion (expenditure plus own pro-
duced consumption) quintiles.
First, the survey data are used to
calculate household consumption
(consumption is used in favor of
income because it is considered
easier to measure).

This household consumption
variable is then adjusted using re-
gional price deflators so that the
expenditure levels of urban
households (who face different
prices from rural households) can
be compared with those of the
rural households.

The adjusted household expen-
diture variable is then used to
rank the households from poor-
est to richest, and split into five
equal sized quintiles. (The table
only shows figures for the top and
bottom quintiles.)

For the purpose of this report,
the poor are defined as the
households in the lowest
quintile (i.e., those households
that contain the bottom 20 per-
cent of the population). The non-
poor are taken to be those in the
top quintile. This �relative� con-
cept of poverty should not be
confused with an absolute con-
cept based on the percentage of
the population living below an
absolute poverty line (such as a
dollar a day). In addition to
showing national quintiles, the
table also shows urban and ru-
ral quintiles. In order to calcu-
late these, the population is first
divided into urban and rural
households; each group is then
ranked and split into quintiles
as described above.

tion on per capita expenditure in lo-
cal currency (including the value of
own-produced food consumed in the
household) and the share of food in
household expenditures.

Mean per capita expenditure, in lo-
cal currency, is estimated as the
weighted average per capita house-
hold expenditure. It includes both
food (value of own-produced food
and purchased) and non-food con-
sumed in the household.

Food share in total expenditure. A
weighted estimate of total per capita
household expenditure allocated to
food, including a valuation of own-
produced food consumed by the
household.

Household amenities indicators

Type of fuel for cooking includes fire-
wood, gas and kerosene, charcoal,
and electricity.

Access to safe sanitation refers to
households equipped with a flush
toilet or simple but protected pit la-
trine.

Access to improved safe water in-
dicates the percentage of house-
holds with access to safe sources of
safe drinking water.

Child survival indicators

Births assisted by trained staff in-
clude doctors, nurses, midwives and
trained traditional birth attendants
(TTBA). A trained traditional birth
attendant (TTBA) is one who has
undergone a course conducted by
the modern healthcare sector.

One-year-olds immunization refers
to children aged 12�23 months.

Anthropometrics indicators

Stunting refers to children 6�59
months of age who have height-for-
age Z-scores below minus two stan-
dard deviations from the median of
the reference population.

Wasting refers to children 6�59
months of age who have weight-for-

height Z-scores below minus two
standard deviations from the me-
dian of the reference population.

Underweight refers to children 6�
59 months of age who have weight-
for-age Z-scores below minus two
standard deviations from the me-
dian of the reference population.

Employment indicators

Employment ratio includes only per-
sons who are employed and the un-
employed in the age categories 15�
64. Excludes homemakers, retired,
dependent, student and other.

Formal/informal sector

Formal private sector includes busi-
ness units that are well organized,
structured, and legally registered.

Employed by informal sector is any-
one employed in a semi-organized
unit; can be legally registered or not.
Informal sector employment includes
all a) own-account workers, b) un-
paid family workers who work for 7+
hours per day, and c) employers and
employees in small establishments
(< 5 workers).
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