
382 2017 Index of Economic Freedom

 

ECONOMIC FREEDOM SCORE

FREEDOM TREND QUICK FACTS

80706050 1000

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

30

40

50

60

70

WORLD AVERAGEREGIONAL AVERAGE
(SUB-SAHARAN AFRICA REGION)

55.0 60.9

52.7
( ▲ UP 1.2 POINTS )( ▲ UP 1.2 POINTS )

MOSTLY UNFREE

31142
ECONOMIC FREEDOM STATUS:

REGIONAL RANK: WORLD RANK: 

2015 data unless otherwise noted. Data compiled as of September 2016

ETHIOPIA

BACKGROUND: Prime Minister Hailemariam Desalegn’s political coalition claimed all 547 seats in May 
2015 parliamentary elections held in an atmosphere of government intimidation. Little remains of democ-
racy since the passage of laws that repress political opposition, tighten control of civil society, suppress 
independent media, and control online activity. Demonstrations by the marginalized Oromo tribe against 
government plans to expand the capital city of Addis Ababa into Oromo lands flared again in late 2015 and 
into 2016, with security personnel allegedly killing hundreds of protesters. Ethiopia’s long-running border 
dispute with Eritrea led to a sharp military engagement between the two countries in June 2016. Strong 
economic growth has reduced the percentage of the population living in poverty.

Despite the global economic downturn, Ethiopia’s economy 
has recorded annual economic expansion of around 10 per-

cent over the past five years, facilitated by improved infrastruc-
ture and more effective mining and farming techniques. However, 
growth remains highly vulnerable to external shocks.

Progress toward greater economic freedom has been uneven. 
Ethiopia underperforms in many key areas that are critical to 
long-term economic development. The business and invest-
ment regime is burdensome and opaque. The poor quality and 
efficiency of government services are made worse by weak rule 
of law and pervasive corruption. State distortions in prices and 
interest rates undermine monetary stability.

NOTABLE SUCCESSES:
Trade Freedom

CONCERNS:
Rule of Law, Investment Freedom, 

and Financial Freedom

OVERALL SCORE CHANGE 
SINCE 2013:

+3.3

POPULATION: 
93.0 million

GDP (PPP): 
$161.6 billion
10.2% growth 
in 2015
5-year compound 
annual growth 10.1%
$1,801 per capita

UNEMPLOYMENT: 
5.5%

INFLATION (CPI): 
10.1%

FDI INFLOW: 
$2.2 billion

PUBLIC DEBT: 
48.6% of GDP
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The state retains ownership of all land, with 
use rights for landholders. The judiciary is officially 
independent, but its judgments rarely deviate from 
government policy. Corruption remains a significant 
problem. Ruling Ethiopian People’s Revolutionary 
Democratic Front officials who dominate state insti-
tutions reportedly enjoy preferential access to credit, 
land leases, and jobs. Lower-level officials solicit bribes 
in return for processing documents.

The top individual income tax rate is 35 percent, 
and the top corporate tax rate is 30 percent. Other 
taxes include a value-added tax and a capital gains 
tax. The overall tax burden equals 12.7 percent of 
total domestic income. Government spending has 
amounted to 18 percent of total output (GDP) over the 
past three years, and budget deficits have averaged 
2.3 percent of GDP. Public debt is equivalent to 48.6 
percent of GDP.

Establishing a business has become less time-con-
suming, but other regulatory requirements remain 
opaque, increasing the cost of conducting business. 
The underdeveloped labor market hinders employ-
ment growth, trapping much of the labor force in the 
informal economy. The IMF has recommended that 
indirect subsidies be replaced with direct transfers to 
increase efficiency in addressing the needs of the most 
vulnerable households.

Trade is moderately important to Ethiopia’s econ-
omy; the value of exports and imports taken together 
equals 37 percent of GDP. The average applied tariff 
rate is 10.0 percent. Ethiopia is not a member of the 
World Trade Organization. All land belongs to the state. 
The government influences lending and funds state-
led development projects. The state has allowed the 
private sector to participate in banking but restricts 
foreign ownership.
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