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Over the last decade, Ethiopia has experienced 
strong economic growth, accompanied by  
positive trends in poverty reduction.1 Ethiopia  
has demonstrated its commitment to improving 
the lives of its citizens through policies and 
programs that have reduced child mortality, 
improved education, and increased access to 
family planning. While life is improving for many, 
nearly 30 percent of Ethiopia’s population still  
live in extreme poverty (less than 60 cents per  
day, measured by the national poverty line).2  
The youth unemployment rate is around 7 
percent, while 25 percent of youth ages 15 to 29 
are underemployed.3 In Ethiopia’s Growth and 
Transformation Plan, the government aspires 
to become a middle-income country by 2025.4 
To achieve this vision, Ethiopia must accelerate 
economic growth and development. 

One promising way to accelerate development is 
through a demographic dividend—the accelerated 
economic growth that can result from improved 
reproductive health, a decline in fertility, and the 
subsequent shift in population age structure. 
With fewer children born each year, the number 
of working-age people relative to dependent 
children rises, opening a window of opportunity for 
economic growth. By creating jobs and investing 
in health and education to build human capital, 
many countries across Asia, Latin America, and 
North Africa have benefited from a demographic 
dividend. As the population age structure changes 
in Ethiopia, the knowledge, skills, and capabilities 
of Ethiopia’s future working-age population will 
determine the extent to which Ethiopia can realize 
a dividend. Ethiopia can accelerate development 
progress by strengthening its commitment to 
young people and to their health, education, and 
job prospects.

This policy brief explains the connection between 
a potential demographic dividend and investments 
in health, education, and job growth; highlights 
Ethiopia’s recent successes and the need for 
sustained effort; and prioritizes actions and 
investments in young people. In addition, this 

brief describes the policies needed to open and 
take advantage of this window of opportunity. 
The brief will show that continued investments in 
Ethiopia’s young people are critical to attaining a 
demographic dividend. 

Lowering Fertility Helps 
Transform the Population  
Age Structure
Today, 45 percent of Ethiopia’s population 
is under age 15 and 71 percent is under age 
30.5 While young people can be a great force 
for economic and political change, a common 
misperception is that a large youth population can 
itself predict a coming demographic dividend. To 
benefit from a demographic dividend, however, 
countries must first achieve a demographic 
transition—move from high to low birth and death 
rates. Ethiopia’s strong investments in the health 
sector have contributed to significant progress 
over the last 10 years in reducing infant and child 
mortality, increasing the use of contraception, and 
reducing fertility rates. The result is that Ethiopia’s 
population age structure is beginning to shift (see 
box, page 2). However, fertility and population 
growth rates are still high.6 And as long as fertility 
and population growth rates remain high, the size 
of the population under age 15 will be larger than 
the working-age adult population. This young 
age structure will not allow for a demographic 
dividend, because families and the government 
will have to struggle to adequately invest in the 
health and education of young people. Continuing 
to lower fertility and shift the age structure of the 
population are critical first steps toward achieving 
a demographic dividend and meeting Ethiopia’s 
development goals.

Fertility has been declining steadily in Ethiopia 
since 2000: Women had, on average, 5.9 children 
over their lifetimes compared to 4.1 children in 
2014.7 In order to continue this decline, Ethiopia 
should maintain its strong commitment to family 
planning, particularly in rural areas, where 81 
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percent of the population lives.8 Ethiopia experiences vast 
differences in fertility across regions and socioeconomic 
levels: In urban areas, women have on average only 2.2 
children over their lifetimes, whereas women in rural areas 
have 4.5 children.9 The poorest women in Ethiopia have 
more than twice as many children as the wealthiest: Those 
in the poorest quintile average 5.6 children while the 
wealthiest women have 2.4.10 For the demographic transition 
to continue, Ethiopia must sustain its fertility decline and 
continue to pay special attention to increasing voluntary family 
planning information and services in rural areas where high 
fertility persists.

Family planning contributes to maternal and child health 
and a decline in fertility. Continued allocation and expansion 
of resources for maternal and child health care and family 
planning are critical steps in the path toward a demographic 
dividend. Ethiopia’s leaders have made robust investments 
in its health sector, infrastructure, and extension programs, 
which have been credited with increased use of contraception 
among women in both rural and urban areas.11 In particular, 
the celebrated Health Extension Program that was launched 

in 2003 and deployed over 35,000 health extension workers 
to rural areas throughout the country is recognized as a 
major contributor to increased contraceptive prevalence 
and decreased infant and child mortality. Although Ethiopian 
women are increasingly using modern contraception, one 
in four women still has an unmet need for family planning, 
meaning they do not want to become pregnant in the 
next two years but are not using a modern method of 
contraception.12 

Adolescents ages 15 to 19 have the highest levels of unmet 
need for family planning services in Ethiopia, with nearly 
one in three married adolescents wishing to limit or space 
future births but not currently using a modern contraceptive 
method.13 Family planning programs can reduce unmet 
need by giving couples information and services to prevent 
unintended pregnancies and plan healthy timing and spacing 
of births. Access to adolescent and youth-friendly sexual 
and reproductive health care will give young people the 
knowledge and tools to make informed decisions and live 
healthy lives. Increased access to family planning services 
for married adolescents will delay early childbearing and, 

Ethiopia’s Age Structure Is Beginning to Shift.
Ethiopia is on the right path to a population age structure that 
may enable a demographic dividend. These three population 
pyramids highlight the shifting age structure of the Ethiopian 
population as a result of Ethiopia’s commitment to reducing 
infant and child mortality, improving reproductive health and 
family planning, and the subsequent fertility decline. “1990” 
has a broad base that represents a large number of children 
in relation to the working age population. “2010” shows a 
base that is starting to narrow, representing the beginning 
of a fertility decline. Indeed, between 1990 and 2011, fertility 
declined from 7.2 children over the course of a woman’s 

lifetime to 4.8 children. “2030” is a projection of Ethiopia’s 
population age structure if fertility continues to decline and 
Ethiopia continues to make substantial investments in health 
and education. This pyramid assumes that by 2030, fertility will 
decline to an average of 2.6 children per woman over the course 
of her lifetime. “2030” shows a larger working-age population, 
compared to the number of dependent children and elders. 
Given the right investments in health, education, and job growth, 
this working-age population will have the opportunity to fuel 
economic development in Ethiopia.
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for young mothers, prevent a close second pregnancy. 
Adolescent mothers should also have access to good 
nutrition and prenatal, postnatal, and antenatal care in order 
to improve maternal and child health and nutrition.  

Family planning contributes to child health by promoting 
healthy timing and spacing of pregnancies. Children 
conceived within two years of the previous birth have a much 
higher risk of dying than those children conceived three or 
more years after the previous birth.14 Furthermore, couples 
will choose to have smaller families when they know that each 
child has a better chance of surviving; and when parents have 
fewer children, they are better able to invest in their children’s 
health, education, and well-being.15 In Ethiopia, couples still 
desire large families, ideally with more than four children.16 
Ethiopian women with higher levels of education desire fewer 
children, suggesting that girls’ education plays a critical role 
in reducing fertility.17 By increasing current investments in 
infant and child health, girls’ education, and family planning, 
the country can initiate the changes needed to bring about a 
demographic dividend.

Information and education can remove barriers to family 
planning use. Another key strategy to lowering fertility is 
to reach the public with messages about the health and 
economic benefits of smaller and healthier families, and to 
provide women and men with information on contraceptive 
methods. Many long-standing barriers to family planning use 
remain, including concern about health risks or side effects, 
traditional views and social norms, problems of access or 
cost, partner opposition, and lack of knowledge of methods.18 
In Ethiopia, one of the top reasons given by women not 
using family planning but wishing to delay the next birth 
was concern about health risks or side effects.19 Improving 
method mix (particularly access to long-acting reversible 
contraceptives for young women) so that women have 
options and are able to receive the method of their choice is 
important in reducing unmet need. For family planning use in 
Ethiopia to increase, women should receive quality counseling 
on the contraceptive options available and follow-up care 
after initiation of contraceptive use to help manage side 
effects. In addition, by continuing to inform the public about 
the benefits of smaller families, working to overcome barriers 
to access, and promoting the use of modern contraception 
among those who need it most, demand for family planning 
will increase. Ethiopia’s deployment of a Health Development 
Army will contribute to increasing demand for family planning. 
The Health Development Army uses social mobilization and 
a “model family” approach to create an environment where 
more families choose to access health care, including family 
planning services. Through a combined effort to increase 
demand for and access to family planning, fertility rates will 
continue to decline and Ethiopia can significantly change its 
population age structure, setting the stage for a demographic 
dividend.

Creating an Enabling Environment  
to Attain a Dividend
Investments in health lay the groundwork for future 
productivity. While fertility decline is necessary for 
establishing the conditions for a demographic dividend, 
countries must also make investments in health, education, 
and gender equality, particularly for young people; and 
promote job opportunities for young people to accelerate 
economic growth (see figure, page 4). These investments are 
critical first steps in achieving a demographic dividend.

Advancing children’s health is an investment in the skills, 
abilities, and development of a population, leading to 
improved education and labor outcomes. Improved health 
among children not only increases their likelihood of survival 
and contributes to a desire for smaller families, but also 
benefits children, their families, and their communities. For 
young people to make the most of educational opportunities, 
they must be healthy and attentive at school. Health 
programs that provide immunizations and prevent and treat 
many common infections will help young people excel in 
school. Ethiopia has made dramatic progress in improving 
child survival: Under-5 mortality has decreased by nearly 
50 percent over the last 15 years. However, there is still 
work to be done, particularly among the poorest families.20 
In Ethiopia, 40 percent of children under age 5 are stunted 
(too short for their age), an indicator of chronic malnutrition.21 
Good nutrition, supported by food security, fosters cognitive 
development among infants and young children and sustains 
child health. Improving nutrition ensures that children reach 
their full cognitive potential and perform their best in school. 

As children grow into adolescents, they need different types 
of health services. They must have access to reproductive 
health information and services to avoid unplanned 
pregnancies and to prevent sexually transmitted infections, 
including HIV—all of which can undermine educational 
opportunities, especially for girls. Deterring use of cigarettes, 
drugs, and alcohol, and providing mental health services 
when needed, can assist young people to grow into healthy 
adults. Promoting healthy lifestyles during young adulthood 
ensures that young people transition into healthy adults who 
can contribute productively to the economy.

Educating girls is a long-term investment. In the case 
of girls, education—especially at the secondary level—is a 
critical investment because girls who are more educated 
tend to marry later and find new opportunities for work 
beyond their traditional roles in the home.22 Worldwide, 
more-educated women who marry later have fewer children 
over their lifetimes than women who marry at a young age. 
In Ethiopia, an analysis of the 2000 and 2011 Demographic 
and Health Surveys found that both increases in girls’ 
education and urbanization had a substantial impact on 
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overall economy as well as to individual households, thus 
fostering conditions for a demographic dividend.

In addition to education, lower fertility can be a driver of the 
contributions that women and girls make to the economy in 
Ethiopia. Research shows worldwide that with each child, 
a woman spends about two years out of the labor force, 
implying that a reduction in fertility can enhance women’s 
productivity and contribution to economic growth.28 In 
addition, women in sub-Saharan Africa who have children 
under age 2 are less likely to have wage-earning work.29 
Taken together, this evidence highlights the importance of 
girls’ education and a fertility decline to promote economic 
development.

An educated workforce is a skilled workforce. When 
both boys and girls have access to high-quality education, 
accelerated economic growth is possible. Links between 
education and economic development are well-established, 
with numerous studies finding positive relationships between 
higher levels of educational attainment and development 
indicators such as GDP growth, productivity, and good 
governance.30

Increasing the educational attainment of young people 
builds a skilled workforce. Although Ethiopia has shown 
improvements in educational attainment over the last 15 

raising contraceptive use.23 Girls in Ethiopia with more 
than a secondary education marry, on average, at age 24, 
almost eight years later than women with no education, 
who marry at 16 on average.24 In Ethiopia, a country where 
one-half of women are married before age 18 and disparities 
between the educated and uneducated are significant, 
policymakers should prioritize completion of primary and 
secondary education among girls as well as strengthen the 
implementation of the law that prohibits marriage under the 
age of 18.25

Educating girls is an important long-term economic 
investment for Ethiopia, because girls with more education 
tend to participate in the formal labor force and have higher 
earning potential. A single year of primary school boosts 
a woman’s wages later in life by 10 percent to 20 percent 
compared to those who have no education; while secondary 
education results in a 15 percent to 25 percent increase in a 
woman’s wages.26 Only 15 percent of women in sub-Saharan 
Africa earn formal wages and salaries; far more participate in 
the informal sector.27 The skills and experience that Ethiopian 
women would gain through secondary education could 
position them to take on higher-paying jobs in the formal 
sector or have better chances of securing financial support 
for small businesses. These increases in formal labor force 
participation and earnings translate into contributions to the 

Strategic Investments Will Facilitate a Demographic Dividend.
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years, the country should further increase the education 
levels of its population to hasten its socioeconomic growth 
and development. About one-half of Ethiopian women and 
one-third of Ethiopian men have no formal education; and 
educational attainment varies widely based on regional and 
socioeconomic factors.31 Among urban women ages 15 to 
49, 45 percent have completed primary school or higher, 
compared to women in rural areas, where only 6 percent 
attain a primary school or higher level of education.32 Similar 
but less dramatic disparities in educational attainment exist 
between rural and urban males. To prepare young people for 
skilled jobs, the government must implement the goals clearly 
articulated in its Educational Sector Development Program 
and increase education levels and the quality of education 
throughout the country, with special attention to the poorest 
and most vulnerable populations.33

Ethiopia’s current efforts to provide technical and vocational 
training to help develop key workforce skills are laudable.34  
In order for these efforts to reduce unemployment, technical 
and vocational training programs should operate at full 
capacity, be high-quality, and tailor curriculum to current 
opportunities in the job market. In addition, programs 
should support students as they transition from training 
into the job market and make efforts to ascertain the types 
of jobs they attain after receiving technical and vocational 
training.35 Education programs will build Ethiopia’s workforce 
by preparing its citizens to work in labor-intensive sectors 
outlined in its Growth and Transformation Plan, such as 
transportation infrastructure, agricultural production, and 
industry.36 In addition, Ethiopia must raise the quality of 
education to ensure a supply of adequately skilled labor to 
motivate investments and fuel private-sector growth.

Strong economic policies stimulate job growth. To take 
advantage of a shift in the age structure, Ethiopia must 
make strategic investments and develop policies that create 
jobs, particularly for youth ages 15 to 29. Identifying sectors 
of the economy to expand and creating an entrepreneur-
friendly environment will provide opportunity for young people 
entering the workforce. Ensuring that job opportunities  
are available for both highly educated young people and 
unskilled laborers is vital to reducing both unemployment  
and underemployment. Youth unemployment in Ethiopia is  
a recognized problem, particularly in urban areas. Among 
urban youth, unemployment is 29 percent and higher for 
women compared to men.37 Key steps for job creation  
include strengthening government institutions and investing  
in labor-intensive sectors (particularly in urban areas). 

Ethiopia’s Growth and Transformation Plan includes targets 
for expanding micro- and small-scale enterprises and 
providing credit to entrepreneurs—two crucial components of 
reducing high rates of underemployment and unemployment. 
Developing incentives for entrepreneurship, such as the 
government subsidizing entrepreneurs to search for profitable 

business opportunities, may be a viable avenue for increasing 
the number of micro- and small-scale enterprises in Ethiopia 
and also improving their profits.38 

A disproportionate number of youth compared to adults are 
employed in the informal sector.39 Efforts to increase young 
people’s access to financial services can assist their ability 
to gain financial stability; these efforts are particularly needed 
for young people who are self-employed within the informal 
sector. Within the formal sector, investments in infrastructure 
and policies that encourage and stimulate economic growth 
will create jobs and absorb the large number of young people 
entering the workforce into productive employment. Rural 
economic development is also needed. As the Ethiopian 
National Youth Policy describes, creating opportunity for 
youth to acquire farming plots and grazing lands while also 
promoting off-farm work opportunities in rural areas will 
contribute to rural development.40

Trade policies that create markets for domestically produced 
materials both internationally and within Ethiopia are also key 
to fostering economic growth. Policies that encourage and 
attract foreign investment create jobs and manufacturing 
infrastructure. In addition, programs that teach financial 
management, savings, and investment strategies to young 
people assist them with saving for the future and contribute 
to economic growth. Continuing to implement sound youth-
friendly and growth-centered economic policies will help 
Ethiopia obtain a demographic dividend. The experience of 
countries that have benefited from the demographic dividend 
has shown that an explicit jobs strategy that encourages 
growth in labor-intensive sectors can have significant and 
positive results.

Recommended Actions
The demographic dividend provides promise for economic 
development in Ethiopia. To achieve a demographic dividend, 
the government must continue to give high priority to 
substantially lowering fertility and child mortality as well as 
increasing investments in health, education, and job creation. 
Once Ethiopia changes the size and young age structure of 
its population, the country will be positioned to accelerate 
economic growth. To bring about this change, leaders need 
to prioritize the following actions:

Sustain commitments to voluntary family planning. 
Ethiopia should continue efforts to make voluntary family 
planning information and services available, affordable, and 
responsive to the needs and method choices of all women. 
The poor rural population continues to be a key priority as they 
tend to have more children but fewer resources to invest in the 
health and education of their children. Given the achievements 
of the Health Extension Program, efforts should be made to 
ensure sustainable funding for the program so that it is less 
dependent on donor support. Investments in voluntary family 
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Build a youth-friendly job market. Government policies 
that support economic growth and job creation and foster 
savings and investment strategies in both urban and rural 
areas will attract foreign investment and create an economic 
environment that allows young people to contribute to a 
potential demographic dividend.

Conclusion
The demographic dividend provides a framework for promoting 
economic growth at a time when fertility is declining and 
population age structure is beginning to change. A focus on 
Ethiopia’s young population through sustained investments 
in voluntary family planning, health, education, and economic 
policies will guide the country toward achieving a demographic 
dividend. The experiences of countries in Asia and Latin 
America and the trends in a few countries in Africa show a path 
toward economic progress that Ethiopia can take with the right 
set of strategic investments.

Together, efforts to improve child survival and expand 
educational opportunities, especially for girls, contribute 
to lowering fertility and set countries on the course for a 
demographic dividend. Strong investments in children and 
young people’s health, including sexual and reproductive 
health and family planning, will support young people to grow 
up to be healthy, productive adults ready to contribute to 
Ethiopia’s economy. Sustained investment in Ethiopia’s future 
labor force—primary and secondary education for girls and 
boys and youth-focused technical and vocational training—
will position the country to take advantage of economic 
opportunities presented by a changing age structure. Policies 
that promote job market growth and reductions in youth 
unemployment will support a prosperous, productive, and 
sustainable future for Ethiopia.  
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planning should include increasing demand for family planning 
in addition to continuing to reduce barriers to access.   

Intensify focus on adolescent and youth sexual and 
reproductive health and strengthen commitment to 
ending child marriage. Access to adolescent and youth-
friendly sexual and reproductive health care gives young 
people the knowledge and tools they need to make informed 
decisions and live healthy lives. Increased access to family 
planning services for married adolescents will delay early 
childbearing and, for young mothers, prevent a close second 
pregnancy. Adolescent mothers should also have access to 
good nutrition and prenatal, postnatal, and antenatal care 
in order to improve maternal and child health and nutrition. 
Most important, evidence-based approaches to ending child 
marriage must be scaled up so that young women have the 
opportunity to reach their full potential.

Increase national health expenditures including child 
health expenditures. Health expenditures in Ethiopia 
increased from US$16.10 per capita in 2007/8 to US$20.77 
in 2010/11, but are still well below the World Health 
Organization’s recommended goal for low-income countries 
of US$60 per capita by 2015. The Ministry of Health found 
that although health spending increased during this time 
period, the most substantial increases in spending were made 
by international donors or households. Child health care, in 
particular, is primarily financed by out-of-pocket expenses by 
households.41 To realize a demographic dividend, Ethiopia 
should focus on simple aspects of child survival to ensure 
that children do not die before their fifth birthday and that 
poor children have equal access to health care. Child survival, 
nutrition, and health programs give children the opportunity  
to become healthy adults who are fully able to contribute to 
the development of Ethiopia. 

Prioritize education—especially secondary education for 
girls. Research shows that primary education helps young 
people read and write, but secondary school helps girls delay 
marriage and pregnancy, and gives young people the skills and 
confidence to be successful in the labor force. Education is 
fundamental for a healthier population and stronger economy. 

Prepare students to join a 21st century workforce. 
Continued investment in vocational training will help young 
people develop cutting-edge skills and will produce an 
innovative, technologically savvy young generation able to 
transform Ethiopia’s market. Efforts outlined in Ethiopia’s 
Growth and Transformation Plan to incorporate information-
communication-technology instruction into classrooms 
throughout Ethiopia should be fully implemented.42 More 
labor force participation by a skilled and educated young 
population will allow Ethiopia to reap the economic rewards  
of the demographic dividend.
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