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Introduction

In the context of Ethiopia’s rapid economic and demographic 
growth, the role of the Ministry of Finance and Economic 
Coordination (MoFEC) is becoming increasingly important. 
The economy is becoming vastly more complex and the 
government is expanding its reach to cover more services to 
more people. MoFEC therefore needs to build and deepen 
its capacities correspondingly so that it can effectively 
drive fiscal policy to support the Government of Ethiopia’s 
ambitious and far reaching development agenda (as set out 
in the second Growth and Transformation Plan, GTPII). 

MoFEC plays a central role in ensuring macroeconomic 
stability and sustainability, maintaining control over a 
growing level and intricacy of public finances, and guiding 
an increasingly sophisticated economy and rapidly growing 
population onto the country’s desired development path. 

With a decreasing ability to rely on foreign assistance, the 
ministry also needs to mobilise more resources for public 
expenditure by developing the domestic debt market, 
unlocking private sector investment for capital projects, 
drawing more effectively on domestic tax revenue and 
engaging with the wider population in an open and 
transparent way. These growing realms and responsibilities 
require increased knowledge and capabilities, as well as a 
clear plan to build these. Building this capacity will require 
additional financial resources, but the net impact to the 
government’s finances will be significantly positive if this 
process is successful.

The United Nations and other influential international 
organisations have made it clear that the success of the 
international Sustainable Development Goals rests heavily 
on the ability of countries like Ethiopia to raise domestic 
revenue and spend effectively. The impacts of MoFEC’s 
public financial management will be felt by citizens across 
Ethiopia – across all income levels and people groups – for 
years to come, and getting this right is vital if the country is 
to continue developing in a meaningful and sustainable way.
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Key findings

Following a diagnostic assessment, key gaps were identified 
and a roadmap was developed to address those gaps. The 
Roadmap identifies priority actions to fill knowledge and 
academic research gaps but also points to improvements in 
coordination, organisational frameworks and staff capacity. 
It has been divided into the following thematic areas:

 ● Macro-fiscal policy and macroeconomic management
 ● Taxation
 ● Budgeting 
 ● Fiscal controls, accounting and audit
 ● Debt management
 ● Private-public partnerships, private sector growth and 

public procurement
 ● Organisation and staffing and legal services

For each thematic area, we have identified a set of actions to 
be taken and the recommended owner of those actions among 
the directorates in MoFEC. We have also noted links between 
actions, and activities already underway where relevant. The 
timetables from the individual thematic areas have been 
collated into one document as an attachment to this report.

There are a number of key issues that span across these 
thematic areas, outlined in turn below.

Staffing

As MoFEC’s role is becoming increasingly important in 
overseeing an ever larger budget as well as an ever more 
complex and sophisticated economy, there are numerous 
new challenges. These include challenges posed by medium-
term performance budgeting, working with the private sector, 
and managing new sources of borrowing. MoFEC’s widening 
responsibilities need to be met with a corresponding broadening 
of human resources and skills. Currently, acquiring the right 
staff and retaining existing staff presents major problems not 

only within MoFEC but also with regard to public sector staff 
in other institutions which MoFEC relies on to execute its role 
effectively. Human resources are fundamental to policy making 
and implementation, and mitigating these problems through a 
comprehensive human resources strategy is a priority. 

Information 
To effectively oversee fiscal policy, MoFEC needs a complete 
picture of the state of the public finances, including the 
impacts and outcomes of existing fiscal policies on different 
segments of the population. Reliable information, summarised 
in a useable way, is key to giving MoFEC full visibility of the 
fiscal position, to analyse policy scenarios and support policy 
decisions, direct and redirect resources to achieve policy 
goals, and to mitigate fiscal risks and maintain financial 
stability. A crucial part of sound public financial management 
is ensuring openness and transparency of revenue and 
spending decisions, and it will also be important for MoFEC 
to strengthen the way it engages meaningfully with the public.

A priority is therefore to ensure that reporting to MoFEC is fit 
for purpose and that all building blocks for this are in place, 
including adequate accounting and information systems as 
well as sufficient data collection.

Analytical tools
Forecasting and modelling have become indispensable 
tools for fiscal policy analysis for ministries of finance 
around the world. Making predictions about the economy 
and modelling different economic and policy scenarios 
is important for planning, setting realistic targets, managing 
debt and mitigating fiscal risks. Improved capabilities in 
modelling and simulations will also allow MoFEC to better 
understand the likely impact of different policy options on 
different segments of the population (different income 
groups, genders, regions, economic sectors, enterprise 
sizes, etc.).

Roadmap
The Roadmap presents a prioritised, sequenced set of actions 
for MoFEC (and in some cases other parties) to undertake 
over the next three years to improve the Ministry’s capability 
in the areas we have identified as gaps. It is presented as 
a series of gantt charts, grouped into thematic areas that 
correspond – in most cases – to the responsibilities of the 
existing directorates. 

The actions and timings are intended as a guide only, with 
proper programme and project planning being undertaken 
as part of the implementation. We expect consultation with 
key stakeholders to shape the scope, timing and sequencing 
of the actions, and for the plan to evolve over time as actions 
are undertaken.
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