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Abstract 
This paper investigates the dynamics of urban poverty in Ethiopia using panel data from the 
2018/19 and 2021/22 rounds of the Ethiopian Socioeconomic Panel Surveys. While most 
poverty research in Ethiopia has traditionally focused on rural areas, this study shifts 
attention to urban settings, where rapid urbanisation, rising living costs, and recent 
economic disruptions—such as the Covid-19 pandemic and inflation—have reshaped poverty 
risks. We employ both absolute (national and international) and relative poverty measures to 
track changes in household poverty status over time, with a particular focus on the working 
poor. The analysis reveals a substantial increase in urban poverty between the two survey 
periods, alongside high rates of entry into poverty and limited upward mobility. Poverty 
among the working poor rose significantly, challenging the assumption that employment 
offers reliable protection against poverty. Regression analysis highlights key correlates of 
poverty persistence and transitions, including household size, asset ownership, education, 
and exposure to shocks. These findings underscore the need for targeted policy 
interventions that address not only job creation but also job quality. In addition, the regional 
disaggregation highlights substantial differences across urban areas, pointing to the 
importance of tailoring policies to region-specific vulnerabilities and local economic 
contexts in urban Ethiopia.  

Keywords: Urban poverty; Panel data; Mobility; Ethiopia  

JEL classification: I31, I32, D31, O55 

  



URBAN POVERTY DYNAMICS AND THE WORKING POOR IN ETHIOPIA 

 © Data & Evidence to End Extreme Poverty ii 

Table of contents 

Abstract ............................................................................................................................................ i 

List of tables .................................................................................................................................. iii 

1 Introduction ......................................................................................................................... 1 

2 Method ................................................................................................................................ 3 
2.1 Poverty lines and poverty measurement .............................................................. 3 
2.2 Regression model .................................................................................................. 4 

3 Data and descriptive statistics .......................................................................................... 5 
3.1 Data ......................................................................................................................... 5 
3.2 Descriptive statistics ............................................................................................. 6 

4 Empirical results ............................................................................................................... 10 
4.1 Poverty trends ...................................................................................................... 10 
4.2 Poverty rates and regional variation ................................................................... 12 
4.3 Urban poverty dynamics in Ethiopia ................................................................... 15 
4.4 Poverty status and dynamics for the working poor ........................................... 18 

5 Correlates of urban poverty in Ethiopia .......................................................................... 22 

6 Conclusion ........................................................................................................................ 25 

References .................................................................................................................................... 26 

Annex A Figures ....................................................................................................................... 28 
A.1 GDP deflator, by year ........................................................................................... 28 
A.2 Kernel density distribution of log total household expenditure per adult 

equivalent (2018/19–2021/22) .......................................................................... 28 

Annex B Tables ........................................................................................................................ 29 
B.1 Mean comparison between 2019 and 2022 ...................................................... 29 
B.2 Regional conditional probability estimates 2018/19–2021/22 (percentage) 

using the national poverty line ............................................................................ 30 
B.3 Regional joint probability estimates 2018/19–2021/22 (percentage) using the 

national poverty line ............................................................................................. 30 
 

  



URBAN POVERTY DYNAMICS AND THE WORKING POOR IN ETHIOPIA 

 © Data & Evidence to End Extreme Poverty iii 

List of tables 
Table 1: Sample size in ESPS by year and region .............................................................. 6 
Table 2: Summary statistics on the level of consumption – National ............................. 7 
Table 3: Mean comparison between 2019 and 2022 – Urban only .................................. 8 
Table 4: Recent trends in headcount poverty ................................................................... 11 
Table 5: Recent trends in headcount poverty by region – Urban (national poverty line)

 ............................................................................................................................... 12 
Table 6:  Recent trends in headcount poverty by region – Urban (international poverty 

line: US$ 2.15 per day) ......................................................................................... 13 
Table 7: Recent trends in headcount poverty by region – Urban (relative poverty line) 14 
Table 8: Urban poverty: Conditional probability estimates, 2018/2019–2021/22 

(percentage) ......................................................................................................... 15 
Table 9: Urban poverty: Joint probability estimates, 2018/2019–2021/22 (percentage)

 ............................................................................................................................... 16 
Table 10: Poverty rate for the working poor: 2018/19–2021/22 (%) ................................ 18 
Table 11: Joint probability estimates, 2018/19–2021/22 (%), for the working poor ...... 19 
Table 12: Conditional probability estimates, 2018/19–2021/22 (%), for the working poor

 ............................................................................................................................... 20 
Table 13: Correlates of poverty dynamics: Full model ....................................................... 23 
Table 14: Correlates of poverty dynamics: Selected model .............................................. 24 
 

 
 



URBAN POVERTY DYNAMICS AND THE WORKING POOR IN ETHIOPIA 

© Data & Evidence to End Extreme Poverty  1 

1 Introduction 
While poverty in Ethiopia has historically been viewed as a predominantly rural phenomenon, 
urban poverty has emerged as a critical challenge in recent years. Given the rapid pace of 
urbanisation, this shift has profound implications for economic development, social stability, 
and the wellbeing of millions of urban households. Specifically, Ethiopia's urban population 
is expanding at an annual rate of 4.5%, significantly outpacing the national population 
growth rate of 2.3%. In 2023, the urban population reached 29.2 million, a 4.5% increase 
from 2022 (27.96 million) (United Nations, Department of Economic and Social Affairs, 
Population Division, 2023). This rapid urbanisation, while potentially a driver of economic 
growth, also presents challenges for poverty reduction. In particular, the accelerated urban 
expansion exerts immense pressure on infrastructure and services, potentially exacerbating 
economic disparities, heightening social vulnerability, and raising concerns about the 
sustainability of poverty reduction efforts.  

Urban areas typically offer better infrastructure, more job opportunities, and improved 
access to economic services. However, these advantages do not necessarily lead to lower 
poverty rates. For instance, if the pace of urbanisation outpaces job creation, it can 
exacerbate urban poverty rather than reducing it (Fox and Thomas, 2013). Moreover, urban 
centres are particularly vulnerable to economic shocks due to their strong market linkages. 
This vulnerability was evident during the Covid-19 pandemic, which led to a rise in urban 
poverty rates (Sánchez-Martín et al., 2020). On top of that, rising inflation—especially in food 
and fuel prices—continues to erode the purchasing power of urban workers. The situation is 
even more severe for the working poor, i.e. those individuals who participate in the labour 
force but remain in poverty due to low wages, unstable employment, or insufficient work 
hours. Despite being employed, the working poor struggle to meet even basic needs, making 
them highly susceptible to economic shocks such as inflation, job losses, and global crises. 
This vulnerability is further exacerbated by limited access to social protection, as many 
working poor individuals are excluded from government safety nets because their 
employment status renders them ineligible for assistance (World Bank, 2023). The 
pandemic underscored these risks, as widespread job losses in the service and informal 
sectors sharply increased urban poverty.  

In light of the above challenges, a deeper understanding of urban poverty dynamics is 
essential for designing effective policies and interventions, particularly in rapidly urbanising 
countries like Ethiopia. This need has become even more urgent in the current context. The 
economic disruptions brought about by Covid-19, ongoing regional instabilities, and rising 
inflation—reflected in surging living costs—have likely reshaped poverty risks in urban areas. 
These challenges are especially pronounced for the working poor; a group whose 
employment status offers limited protection against economic shocks.  
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Several studies have examined poverty in Ethiopia, but the majority have focused on rural 
areas, reflecting the country's historical emphasis on rural development policies (Baulch and 
Hoddinott, 2000; Bigsten and Shimeles, 2008; Bigsten et al., 2003; Dercon and Porter, 2011; 
Dercon and Krishnan, 2000; Dercon et al., 2012; Swanepoel, 2006). As a result, urban 
poverty—particularly its dynamic aspects—remains underexplored and knowledge about 
how poverty evolves and persists in urban settings is limited (Janz et al., 2023). This study 
therefore aims to fill a critical gap by adopting a dynamic approach using panel data from 
the Ethiopian Socioeconomic Panel Surveys (ESPS), with a particular focus on the working 
poor—a group often overlooked in conventional poverty research. 

Accordingly, this study offers a comprehensive analysis of the key patterns, trends, and 
underlying factors that influence the trajectories of urban poverty in Ethiopia. Specifically, it 
seeks to determine the proportion of households that experience upward mobility (i.e. 
escape poverty), downward mobility (i.e. fall into poverty), or persistent poverty (i.e. remain 
in poverty) within urban areas. By addressing these issues, the study moves beyond static 
poverty analysis to provide a dynamic perspective on urban poverty. Moreover, we explore 
regional variations in urban poverty to gain a deeper understanding of region-specific 
dynamics.  

Analysing poverty dynamics requires tracking household poverty status over time, which 
typically necessitates the use of panel data. For this study, we rely on the most recent 
rounds of the ESPS from 2018/19 and 2021/22. Unlike cross-sectional surveys, the 
longitudinal nature of this data enables us to track households over time. This allows for a 
deeper analysis of urban poverty dynamics by identifying the proportion of households that 
have escaped poverty, those trapped in chronic poverty, and the vulnerable non-poor, while 
examining the socioeconomic profiles of these groups. In addition to its panel structure, the 
ESPS is a nationally representative survey with strong urban coverage. This makes it a 
particularly relevant dataset for the analysis of urban poverty dynamics in Ethiopia.  

This study will contribute to the broader discourse on poverty reduction in Ethiopia and other 
developing economies facing similar challenges. By investigating the factors that shape 
poverty transitions, the research will help inform the design and implementation of focused 
interventions that can foster inclusive and sustainable urban development. Moreover, 
recognising regional disparities in urban poverty dynamics will help in formulating spatially 
sensitive interventions to address urban poverty and inequality.  

The rest of the study is structured as follows: Section 2 outlines the methodological 
approach, while Section 3 discusses the data and presents descriptive statistics. Section 4 
examines trends and dynamics in urban poverty, and Section 5 presents a similar analysis 
focusing on the working poor. Finally, Section 6 offers concluding remarks.  
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2 Method  
This section outlines the methodological approach employed in this study to measure 
poverty and analyse its dynamics. We construct absolute and relative poverty measures to 
provide a comprehensive assessment of the urban poverty situation in Ethiopia. In addition, 
we estimate a regression model to identify the key factors influencing urban poverty 
transitions. The following sections detail the methods used to construct poverty measures 
and the econometric model applied in our analysis.  

2.1 Poverty lines and poverty measurement  

Since an official poverty line is unavailable for our survey years (2018/19 and 2021/22), we 
estimated an inflation-adjusted poverty line by deflating the most recent official poverty line 
using the GDP deflator for the respective years.1 In particular, the inflation-adjusted poverty 
line is calculated as:  

(2.1)  

where:  

• 𝑃𝑃𝐿𝐿𝑎𝑎𝑎𝑎𝑎𝑎  is the inflation-adjusted poverty line; 

• GDP Deflator𝑡𝑡 is the deflator for the current/target year; and 

• GDP Deflator𝑏𝑏𝑏𝑏𝑏𝑏𝑏𝑏 is the deflator value for the year of the poverty line. 

The above approach ensures consistency with the official methodology, as the 2015/16 
national poverty line was itself derived by applying the GDP deflator to the 2010/11 poverty 
line (National Planning Commission, 2017). It is important to emphasise that the adjusted 
poverty line does not represent the national poverty line but rather serves as a benchmark 
for our analysis. Our primary focus is not on the overall incidence of poverty but rather on 
examining how household poverty status changes when applying a consistent criterion to 
identify the poor. Therefore, the reported poverty incidence figures should be ‘taken with a 
grain of salt’ as they may not align with the officially estimated national poverty rate from 
the Household Consumption Expenditure (HCE) Survey, which captures a more 
comprehensive consumption basket compared to the ESPS. In addition to the national 
poverty line, we use the international poverty line (US$ 2.15 a day; purchasing power parity 
(PPP) 2017) as defined by the World Bank.  

To estimate absolute poverty, we classify a household as poor if its real per capita 
consumption expenditure per adult equivalent falls below the inflation-adjusted poverty line 
or the international poverty line. 

In addition to absolute poverty, we employ a relative poverty measure to assess economic 
deprivation in a broader societal context. Following common practice, we define the relative 

 
1 The GDP deflator for the different years is depicted in Figure A.1 in Annex A. 
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poverty threshold as 60% of the median per capita consumption expenditure within each 
survey year.  

(2.2) 

where:  

•  𝑃𝑃𝐿𝐿𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟  is the relative poverty line; and 

•  𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀(𝐶𝐶) is the median consumption in the respective years. 

Households with consumption levels below this threshold are classified as being in relative 
poverty. This measure allows us to capture shifts in economic wellbeing relative to the 
overall distribution of consumption.  

2.2 Regression model  

To analyse the factors associated with poverty transitions, we estimate a regression model 
where the dependent variable captures changes in household poverty status between survey 
rounds. Specifically, we employ a binary dependent variable model to examine transitions 
into and out of poverty, distinguishing between households that remained non-poor, fell into 
poverty, escaped poverty, or remained poor across periods. The model can be formally given 
as:  

  

where:  

• 𝑌𝑌𝑖𝑖𝑖𝑖 is the dependent variable (poverty status) for household 𝑖𝑖 at time 𝑡𝑡;  

• 𝑋𝑋𝑖𝑖𝑖𝑖 includes household-level characteristics at time 𝑡𝑡 (e.g. income, education, household 
size);  

• α is the intercept term;  

• 𝛾𝛾𝑖𝑖 represents the household-specific effects (fixed effects), capturing time-invariant 
unobserved heterogeneity across households; and  

• 𝜖𝜖𝑖𝑖𝑖𝑖 is the error term.  

The explanatory variables include household demographic characteristics (age, gender, and 
education of household head), labour market indicators (employment status), asset 
ownership, access to social protection programmes, and regional fixed effects. The model 
allows us to identify key correlates of poverty transitions and assess their relative 
importance in shaping household economic mobility. The unit of analysis is the household, 
and survey weights are used in all estimations.  
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3 Data and descriptive statistics  
3.1 Data  

To analyse urban poverty dynamics in Ethiopia, the paper uses the two rounds of the 
Ethiopian Socioeconomic Panel Surveys (ESPS4 and ESPS5) conducted in 2018/19 and 
2021/22.2 The survey from 2018/19 is a baseline survey for the next ESPS waves, and it 
covers all nine regional states and two administrative cities: Addis Ababa and Dire Dawa. 
Unlike the previous waves, ESPS4 is representative at the regional level in addition to the 
rural and urban level. Moreover, the existing modules have been revised to make it 
consistent with, among others, existing surveys such as the Household Consumption 
Expenditure Survey. A total of 7,527 households are sampled from 565 enumeration areas in 
ESPS4, of which 316 are rural and 219 are urban (Central Statistics Agency of Ethiopia, 
2020). ESPS5 covers all regions of the country except Tigray. Thus, the survey is nationally 
representative and provides national and regional estimates for rural and urban areas except 
for Tigray. It collects detailed socioeconomic information from the same households over 
time, which allows detailed analysis to understand the dynamics of wellbeing in rural and 
urban areas. The fifth wave was conducted from 12 September 2021 to 30 June 2022. It 
interviewed 4,959 households from 435 enumeration areas out of which 220 are rural and 
215 are urban Ethiopian Statistical Service and World Bank (2022). Table 1 below 
summarises the sample size in ESPS by year and region for both urban and rural areas. 

The ESPS provides the comprehensive data necessary for poverty analysis, including 
information on household demographics, household head characteristics, employment 
status of household members, wealth and asset measures, indicators of living standards, 
area of residence, and detailed information on household consumption expenditure. The 
outcome of interest – i.e. consumption – is measured in the same way across the two 
waves. We use the consumption aggregate from ESPS to generate the real household 
consumption expenditure per adult equivalent used in this paper. To calculate real per adult 
equivalent consumption expenditure, we first divide the aggregate consumption expenditure 
by an adult equivalent scale, accounting for differences in calorie requirements across age 
and gender groups within households. We then adjust for spatial and temporal price 
differences using the relevant price indices to arrive at real consumption per adult 
equivalent. Thus, real household consumption expenditure per adult equivalent serves as 
our primary variable used to generate the poverty rates.3 This rich dataset allows us to 
conduct a comprehensive analysis of urban poverty dynamics in Ethiopia. 

 

 
2 The Household Consumption Expenditure Survey, which is conducted by the Ethiopian Statistical Service, is the 
primary data source for official poverty rate calculations in Ethiopia. However, data for recent years are not 
available. 
3 Figure A.2 in Annex A depicts real consumption expenditure per adult equivalent across the two survey rounds. 



URBAN POVERTY DYNAMICS AND THE WORKING POOR IN ETHIOPIA 

© Data & Evidence to End Extreme Poverty  6 

Table 1: Sample size in ESPS by year and region 
  Urban Rural Total 
 Year Obs. Population Obs. Population Total obs. Total population 
Afara 2019 225 229,735 299 587,129 524 816,864 
Amahara 2019 271 4,476,796 479 15,844,933 750 20,321,729 
Oromiya 2019 300 7,638,467 453 26,381,221 753 34,019,688 
Somali 2019 255 1,326,065 355 3,742,545 610 5,068,610 
Benshangul 2019 195 249,045 169 626,185 364 875,231 
SNNP 2019 269 3,906,268 422 14,557,178 691 18,463,446 
Gambella 2019 300 175,248 195 204,498 495 379,746 
Harari 2019 360 123,188 190 126,698 550 249,887 
Addis Ababa 2019 778 3,787,428   778 3,787,428 
Dire Dawa 2019 419 255,846 160 148,818 579 404,664 
Total 2019 3,372 22,168,087 2,722 62,219,206 6,094 84,387,292 
Afara 2022 133 455,085 117 1,540,794 250 1,995,879 
Amahara 2022 254 4,762,014 402 18,063,209 656 22,825,223 
Oromiya 2022 249 6,884,278 388 32,423,089 637 39,307,367 
Somali 2022 208 979,288 314 5,286,995 522 6,266,283 
Benshangul 2022 100 305,446 106 913,819 206 1,219,265 
SNNP 2022 224 4,011,037 433 17,474,915 657 21,485,952 
Gambella 2022 235 195,326 187 312,677 422 508,003 
Harari 2022 256 157,544 188 119,038 444 276,582 
Addis Ababa 2022 644 3,870,999   644 3,870,999 
Dire Dawa 2022 371 343,578 150 192,119 521 535,697 
Total 2022 2,674 21,964,595 2,285 76,326,656 4,959 98,291,251 

Notes: Own computation based on data from the ESPS 2018/19 and 2021/22. Population estimates are obtained 
using survey weights. 

Poverty headcount measures are calculated by comparing the real per adult equivalent 
consumption expenditure with the national poverty lines discussed in Section 2. The poverty 
lines used in the current paper in measuring absolute poverty are ETB 10,057.6 and ETB 
18,678.40 respectively for 2019 for 2022 when using the national poverty line. These are 
derived by adjusting the 2015/16 poverty line using GDP deflators for the corresponding 
years. On the other hand, the poverty lines based on the World Bank's international poverty 
threshold of US$ 2.15 a day (PPP 2017) are ETB 7,738.11 for 2019 and ETB 13,071.90 for 
2022. These figures are obtained by converting the dollar amount into local currency using 
the PPP conversion factors for the respective years. In measuring relative poverty, the 
respective poverty lines for 2019 and 2022 are ETB 7,954 (2019) and ETB 7,835.84 (2022). 

3.2 Descriptive statistics  

This section discusses basic summary statistics of the major variables used for the 
empirical analysis. Accordingly, Table 2 presents summary statistics on real consumption 
expenditures in Ethiopia for 2019 and 2022 at the national, urban, and rural levels. The 
findings indicate a decline in real consumption per adult equivalent over time. Nationally, the 
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average real expenditure per adult equivalent fell from ETB 14,907.98 in 2019 to ETB 
14,867.47 in 2022. A similar decline is observed in real expenditure per capita, which 
dropped from ETB 6,756.88 to ETB 6,601.43 over the same period. These reductions 
suggest a contraction in household consumption, possibly reflecting economic shocks or 
deteriorating living conditions. 

The urban and rural breakdowns reveal contrasting trends. In urban areas, real expenditure 
per adult equivalent decreased from ETB 22,436.80 in 2019 to ETB 21,515.90 in 2022, 
mirroring the national decline. Similarly, urban real expenditure per capita fell from ETB 
12,038.56 to ETB 11,156. Conversely, in rural areas, real expenditure per adult equivalent 
slightly increased from ETB 12,225.53 to ETB 12,954.25, suggesting some resilience in rural 
household consumption. Rural real expenditure per capita also increased from ETB 4,875.07 
in 2019 to ETB 5,290.76 in 2022. These trends highlight that urban households experienced 
a sharper decline in consumption, which could be linked to inflationary pressures, labour 
market disruptions, or broader economic challenges disproportionately affecting urban 
dwellers. 

Table 2: Summary statistics on the level of consumption – National 
 2019 2022 
National No. of obs. Mean No. of obs. Mean 
Real expenditure per adult equivalent 6,094 14,907.98 4,959 14,867.47 
Real food expenditure per adult equivalent 6,094 120.52 4,959 122.54 
Real expenditure per capita 6,094 6,756.88 4,959 6,601.43 
Real food expenditure per capita 6,094 54.21 4,959 54.12 
Urban 2019 2022 
Real expenditure per adult equivalent 3,372 22,436.80 2,674 21,515.90 
Real food expenditure per adult equivalent 3,372 160.19 2,674 160.74 
Real expenditure per capita 3,372 12,038.56 2,674 11,156.00 
Real food expenditure per capita 3,372 87.67 2,674 84.25 
Rural 2019 2022 
Real expenditure per adult equivalent 2,722 12,225.53 2,285 12,954.25 
Real food expenditure per adult equivalent 2,722 106.39 2,285 111.55 
Real expenditure per capita 2,722 4,875.07 2,285 5,290.76 
Real food expenditure per capita 2,722 42.29 2,285 45.46 

Notes: Own computation based on data from ESPS 2018/19 and 2021/22. All estimates take into account survey 
sampling weights. 

Table 3 provides a mean comparison of key socioeconomic variables between the 2019 and 
2022 survey years, focusing on the urban sample and highlighting important trends relevant 
to urban poverty dynamics.4 

 
4 Table B.1 in Annex B presents the mean comparison at the national level. 
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Table 3: Mean comparison between 2019 and 2022 – Urban only 
 Survey year 2019 Survey year 2022 Difference 
Variables Obs. Mean Obs. Mean Mean p-val 
Real consumption per AEQ 3,372 22,436.803 2,674 21,515.896 -920.907 0.398 
Real consumption per capita 3,372 12,038.562 2,674 11,156.000 -882.561 0.154 
Real food consumption per AEQ 3,372 160.186 2,674 160.745 0.559 0.953 
Real food consumption per capita 3,372 87.665 2,674 84.248 -3.417 0.508 
Urban 3,372 1.000 2,674 1.000 0.000  
Female-headed household 3,372 0.291 2,674 0.253 -0.038 0.024 
Age 3,372 40.907 2,674 44.899 3.992 0.000 
Marital status 3,372 0.738 2,669 0.747 0.008 0.654 
Employment (wage/non-farm) 3,371 0.503 2,670 0.599 0.096 0.008 
Employment (last 12 months) 3,372 0.310 2,670 0.324 0.014 0.640 
Productive Safety Net 
Programme (PSNP) participation 3,372 0.038 2,670 0.049 0.010 0.316 

Casual labour 3,372 0.078 2,670 0.093 0.015 0.542 
Work for other households 3,372 0.111 2,670 0.276 0.164 0.000 
Ability to read and write 3,372 0.734 2,670 0.779 0.045 0.038 
No schooling 3,372 0.303 2,670 0.218 -0.084 0.001 
Highest education 3,209 2.460 2,552 2.499 0.039 0.408 
No health insurance 3,372 0.852 2,670 0.606 -0.246 0.000 
Household size 3,372 4.834 2,674 5.217 0.384 0.000 
Owns private housing 3,372 0.520 2,673 0.635 0.114 0.000 
Lives in a rented house 3,372 0.404 2,673 0.296 -0.108 0.000 
Improved toilet 3,372 0.559 2,673 0.536 -0.022 0.612 
Improved access to water 641 0.960 350 0.918 -0.042 0.228 
Electricity access 3,372 0.888 2,673 0.909 0.022 0.349 
Clean cooking 3,372 0.218 2,673 0.208 -0.011 0.578 
Corrugated iron roof 3,372 0.947 2,673 0.965 0.018 0.035 
Own mobile 3,372 0.724 2,673 0.837 0.112 0.000 

Notes: Own computation based on data from ESPS 2018/19 and 2021/22. All estimates take into account survey 
sampling weights. AEQ = adult equivalent.  

Looking at real consumption, both real consumption per adult equivalent and real 
consumption per capita show a decline between the two periods. Real consumption per 
adult equivalent dropped from ETB 22,436 to ETB 21,516, while real consumption per capita 
declined from ETB 12,039 to ETB 11,156. However, these changes are not statistically 
significant, which suggests that, on average, material welfare remained broadly similar over 
time, at least statistically. This implies that urban households might have experienced 
stagnating or slightly deteriorating consumption conditions, which can have implications for 
vulnerability and poverty persistence. 

Demographically, household size increased significantly from 4.8 to 5.2 members, which 
may indicate increased dependency burdens or co-residency strategies to cope with 
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economic pressure. On the other hand, the share of female-headed households declined 
from 29.1% to 25.3% and this decline is statistically significant. 

Moreover, employment among household heads increased from 31.1% in 2019 to 32.4% in 
2022, although this change is not statistically significant. However, a closer look reveals a 
statistically significant rise in wage or non-farm employment, from 48.5% to 54.2%. In view 
of the stagnant or declining real consumption levels, this trend suggests that rising wage 
employment has not necessarily translated into improved living standards. Inflation may be 
eroding household purchasing power, offsetting potential gains from increased 
employment. This underscores the fact that employment alone is not a sufficient condition 
for escaping poverty, particularly when job quality or wages are low — a defining feature of 
the working poor. 
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4 Empirical results  
This section presents the empirical findings on urban poverty in Ethiopia. The analysis 
begins with an overview of poverty trends using both absolute and relative poverty measures 
and explores regional heterogeneities in the incidence of urban poverty in Ethiopia. The 
subsequent sections examine transitions into and out of poverty and explore the factors 
associated with movements across the poverty line.  

4.1 Poverty trends 

To assess the evolution of poverty over time, this section presents trends in headcount 
poverty rates using three different thresholds: the national poverty line, the international 
poverty line (US$ 2.15 per day; PPP 2017), and a relative poverty line set at 60% of median 
consumption. These measures provide complementary perspectives on absolute and 
relative material deprivation, allowing for a deeper understanding of poverty dynamics 
between 2019 and 2022. The analysis also disaggregates poverty trends by urban areas of 
the different regions to capture the geographic heterogeneity in poverty outcomes.  

Before presenting the results, it is important to offer a cautionary note: the poverty estimates 
reported in this study are likely to be biased upwards. This potential bias can be attributed to 
the type of survey employed and, more specifically, to the poverty lines used and the 
comprehensiveness of the consumption basket. For instance, the Household Consumption 
Expenditure Survey, on which official poverty statistics are based, collects more detailed and 
comprehensive data on household consumption compared to the ESPS used in this study. 
As a result, total household consumption might be understated in the ESPS data, and 
applying the national poverty line to these figures inevitably leads to higher poverty 
estimates.  

Nevertheless, since our primary objective is to examine poverty dynamics rather than to 
estimate absolute poverty incidence, this limitation does not undermine our core analysis. 
By consistently applying the same criterion to measure poverty across survey years, we 
ensure comparability in tracking changes in household poverty status over time. 

Table 4 depicts the recent trends in headcount poverty. The result reveals a stark increase in 
poverty between 2019 and 2022, particularly using the absolute poverty lines. At the national 
level, the headcount poverty rate rose from 43% in 2019 to 77% in 2022 based on the 
national poverty line—an increase of 34 percentage points. Similarly, according to the 
international poverty line, the poverty rate surged from 29% to 57%, reflecting an almost 
twofold increase in extreme poverty. Interestingly, relative poverty shows a different trend, 
declining from 24% to 19%, which may reflect a drop in median consumption rather than an 
actual improvement in welfare. 
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Table 4: Recent trends in headcount poverty 
 Survey year 2019 Survey year 2022 
National Obs. Mean Obs. Mean 
Poverty rate in 2019 (national poverty line) 6,094 0.43   

Poverty rate in 2019 (US$ 2.15 per day; PPP 2017) 6,094 0.29   

Relative poverty rate in 2019 6,094 0.24   

Poverty rate in 2022 (national poverty line)   4,959 0.77 
Poverty rate in 2022 (US$ 2.15 per day; PPP 2017)   4,959 0.57 
Relative poverty rate in 2022   4,959 0.19 
Urban  

Urban poverty rate in 2019 (national poverty line) 3,372 0.20   

Urban poverty rate in 2019 (US$ 2.15 per day; PPP 2017) 3,372 0.10   

Urban relative poverty rate in 2019 3,372 0.07   

Urban poverty rate in 2022 (national poverty line)   2,674 0.55 
Urban poverty rate in 2022 (US$ 2.15 per day; PPP 2017)   2,674 0.29 
Urban relative poverty rate in 2022   2,674 0.06 
Rural  

Rural poverty rate in 2019 (national poverty line) 2,722 0.51   

Rural poverty rate in 2019 (US$ 2.15 per day; PPP 2017) 2,722 0.36   

Rural relative poverty rate in 2019 2,722 0.29   

Rural poverty rate in 2022 (national poverty line)   2,285 0.84 
Rural poverty rate in 2022 (US$ 2.15 per day; PPP 2017)   2,285 0.64 
Rural relative poverty rate in 2022   2,285 0.23 

Notes: Own computation based on data from ESPS 2018/19 and 2021/22. All estimates take into account survey 
sampling weights. 

Urban areas experienced a substantial rise in poverty as well. Using the national poverty line, 
urban poverty increased from 20% in 2019 to 55% in 2022, and under the international line 
from 10% to 29%. However, the relative poverty rate in urban areas declined from 7% to 6%, 
again likely due to the downward shift in median consumption, which reduced the relative 
poverty threshold. In rural areas, poverty levels were consistently higher than in urban areas, 
and they increased markedly when measured against the absolute poverty lines. In 
particular, under the national poverty line, rural poverty rose from 51% to 84%, and from 36% 
to 64% when using the international poverty line. The relative poverty rate in rural areas 
remained high, decreasing only slightly from 29% to 23%. Overall, the results suggest that 
while rural areas remain the most deprived, the recent period has also brought significant 
hardship to urban households. 

In summary, poverty in Ethiopia worsened significantly between 2019 and 2022, with a 
notable rise in both absolute and extreme poverty across the board. While rural poverty 
remains at a higher level, the urban poor experienced some of the most rapid increases, 
underscoring the growing vulnerability of urban households. The decline in relative poverty—
particularly in urban areas—should be interpreted with caution, as it likely reflects a general 
decline in living standards rather than genuine improvements. 
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These results highlight the widespread impact of recent economic and political shocks and 
underscore the need for both rural and urban poverty alleviation strategies that address 
structural vulnerabilities and rising cost-of-living pressures. 

4.2 Poverty rates and regional variation  

This section explores regional variations in urban poverty by examining headcount poverty 
rates across Ethiopia's regions using three different poverty lines: the national, international 
(US$ 2.15 per day; PPP 2017), and relative poverty thresholds. Disaggregating poverty 
outcomes at the regional level provides valuable insights into the spatial heterogeneity of 
urban deprivation and how different areas have been affected by recent economic shocks. 
The analysis highlights both common patterns and region-specific shifts, offering a deeper 
understanding of poverty dynamics beyond national aggregates. By comparing estimates 
from 2019 and 2022, we capture not only the magnitude of change but also the extent to 
which urban poverty trends diverge across regions depending on the poverty metric used. 

Table 5 presents the regional breakdown of urban headcount poverty using the national 
poverty line. The results reveal a marked increase in poverty across all regions between 
2019 and 2022. While regional disparities in poverty levels persist, the direction of change is 
uniformly upward, suggesting a broad-based deterioration in urban living standards. In 2019, 
poverty rates were relatively low in cities such as Addis Ababa (8.0%), Harari (9.0%), and Dire 
Dawa (10.4%). However, by 2022 these same regions experienced sharp increases, with 
poverty rates rising to 55.7%, 39.6%, and 54.8%, respectively. Regions like Oromiya, SNNP, 
and Somali saw particularly dramatic increases—urban poverty in Oromiya rose from 16.1% 
to 59.4%, in SNNP from 34.7% to 58.9%, and in Somali from 34.2% to 62.7%. Even in Afar and 
Benshangul, where the urban sample is relatively smaller, poverty rates more than doubled. 

Table 5: Recent trends in headcount poverty by region – Urban (national poverty line) 

Regions 
Survey year 2019 Survey year 2022 

Headcount 
poverty 

Standard 
error No. of obs. Headcount 

poverty 
Standard 

error No. of obs. 

Afara 0.125 0.047 225 0.451 0.109 133 
Amahara 0.190 0.042 271 0.433 0.067 254 
Oromiya 0.161 0.030 300 0.594 0.061 249 
Somali 0.342 0.105 255 0.627 0.095 208 
Benshangul 0.267 0.074 195 0.431 0.108 100 
SNNP 0.347 0.073 269 0.589 0.057 224 
Gambella 0.311 0.083 300 0.561 0.097 235 
Harari 0.090 0.025 360 0.396 0.073 256 
Addis Ababa 0.080 0.021 778 0.557 0.047 644 
Dire Dawa 0.104 0.026 419 0.548 0.049 371 

Notes: Own computation based on data from ESPS 2018/19 and 2021/22. All estimates take into account survey 
sampling weights. 
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These findings suggest that recent economic shocks—such as inflation, conflict, or 
pandemic-related disruptions—had a widespread and severe impact on urban households, 
affecting both traditionally lower-poverty urban centres like Addis Ababa and regions that 
already had higher poverty rates. The steep rise in urban poverty across nearly all regions 
underscores the severity of the problem, with potential implications for urban labour 
markets, inflationary pressures, and the erosion of households’ purchasing power. 

Table 6 presents urban poverty rates across regions using the international poverty line of 
US$ 2.15 per day, showing a clear and widespread deterioration in urban welfare between 
2019 and 2022. Although baseline poverty rates in 2019 were relatively low across most 
regions—for example, 3.7% in Addis Ababa, 4.5% in Harari, and 3.8% in Dire Dawa—by 2022, 
these had increased substantially to 31.5%, 20.5%, and 29.5%, respectively. This indicates 
that even regions historically considered economically stronger experienced sharp increases 
in extreme poverty. Oromiya, Amahara, and Afar also saw significant jumps, with poverty 
rates rising to over 20% in each case. In Somali, Benshangul, and Gambella, where poverty 
levels were already high in 2019, the rates rose further to 38.5%, 25.5%, and 34.0%, 
respectively, suggesting that extreme poverty deepened in already vulnerable areas. These 
results align with findings using the national poverty line but provide a clearer picture of the 
depth of deprivation—capturing those living in conditions of extreme poverty. 

Table 6:  Recent trends in headcount poverty by region – Urban (international poverty line: US$ 
2.15 per day) 

 Survey year 2019 Survey year 2022 

Regions Headcount 
poverty 

Standard 
error Obs. Headcount 

poverty 
Standard 

error Obs. 

Afara 0.070 0.035 225 0.215 0.127 133 
Amahara 0.057 0.015 271 0.236 0.056 254 
Oromiya 0.067 0.024 300 0.315 0.070 249 
Somali 0.258 0.088 255 0.385 0.104 208 
Benshangul 0.169 0.057 195 0.255 0.118 100 
SNNP 0.231 0.065 269 0.295 0.070 224 
Gambella 0.201 0.083 300 0.340 0.102 235 
Harari 0.045 0.016 360 0.205 0.063 256 
Addis Ababa 0.037 0.014 778 0.315 0.044 644 
Dire Dawa 0.038 0.016 419 0.295 0.053 371 

Notes: Own computation based on data from ESPS 2018/19 and 2021/22. All estimates take into account survey 
sampling weights. 

Overall, the data underscore that recent economic shocks have not only increased the 
breadth of poverty but have also pushed many urban households below even the most basic 
global subsistence threshold. The alignment of trends across both the national and 
international poverty lines suggests that the economic distress was both deep and 
widespread, significantly impacting urban livelihoods across all regions. 

Table 7 presents regional trends in urban poverty based on a relative poverty line, defined as 
60% of the national median urban consumption. Unlike the absolute poverty measures, 
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which focuses on minimum subsistence thresholds, relative poverty captures shifts in 
welfare distribution and inequality within the population. 

Table 7: Recent trends in headcount poverty by region – Urban (relative poverty line) 
 Survey year 2019 Survey year 2022 

Regions Headcount 
poverty 

Standard 
error Obs. Headcount 

poverty 
Standard 

error Obs. 

Afara 0.070 0.035 225 0.003 0.002 133 
Amahara 0.052 0.016 271 0.019 0.011 254 
Oromiya 0.057 0.023 300 0.106 0.051 249 
Somali 0.222 0.082 255 0.138 0.068 208 
Benshangul 0.139 0.048 195 0.009 0.009 100 
SNNP 0.201 0.062 269 0.106 0.057 224 
Gambella 0.184 0.081 300 0.031 0.018 235 
Harari 0.036 0.012 360 0.047 0.026 256 
Addis Ababa 0.031 0.013 778 0.033 0.013 644 
Dire Dawa 0.030 0.014 419 0.102 0.039 371 

Notes: Own computation based on data from ESPS 2018/19 and 2021/22. All estimates take into account survey 
sampling weights. 

In several regions—including Afar, Amhara, Benshangul, Gambella, and SNNP—relative 
poverty rates declined between 2019 and 2022. For instance, Afar saw a sharp drop from 
7.0% to 0.3%, while Benshangul’s rate fell from 13.9% to 0.9%. However, in other regions 
such as Oromia and Dire Dawa, relative poverty increased substantially, with Dire Dawa's 
rate rising from 3.0% to 10.2%. Addis Ababa, despite its high poverty increase in absolute 
terms, saw a relatively stable rate under the relative measure, indicating a more uniform 
decline in living standards across the capital, with households maintaining their positions 
within the urban consumption distribution. 

In general, these results suggest that while absolute poverty rose markedly, relative poverty 
did not uniformly increase across regions. This may point to the possibility that, in some of 
the regions, the economic shock may have affected most households in similar proportions, 
thereby preserving relative positions within the distribution despite real losses in living 
standards. 

While the relative poverty estimates provide useful insights into inequality and social 
exclusion, any observed decline in relative poverty between 2019 and 2022 should be 
interpreted with caution. As discussed in Section 3.2, ESPS data show that real household 
consumption declined over this period, which in turn led to a drop in the median 
consumption level. Since the relative poverty line is defined as a percentage (typically 60%) 
of median consumption, a decline in the median mechanically lowers the poverty threshold. 
As a result, fewer households may fall below this lowered threshold, not necessarily 
because welfare improved but because overall living standards deteriorated. Therefore, a 
decline in relative poverty during this period may mask widespread welfare losses and 
should not be taken as evidence of improved economic conditions. It is thus essential to 
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complement relative poverty measures with absolute indicators to capture the full extent of 
the deterioration in living standards and fully understand the dynamics of urban poverty. 

4.3 Urban poverty dynamics in Ethiopia 

To better understand the dynamics of urban poverty between 2019 and 2022, this section 
analyses both conditional and joint probability estimates of household poverty transitions. 
These two approaches offer complementary insights. Conditional probabilities measure the 
likelihood of a household being poor (or non-poor) in 2022 given their poverty status in 2019. 
By looking at transitions relative to a starting group, conditional probabilities help identify 
risk and resilience patterns among different subgroups. Specifically, these estimates are 
useful for assessing the persistence of poverty (i.e. the risk of remaining poor) and the 
vulnerability of the non-poor (i.e. the risk of falling into poverty). For example, the conditional 
probability of being poor in 2022 conditional on being poor in 2019 tells us how likely it is 
that poverty persists over time within a given group. 

In contrast, joint probabilities refer to the share of the entire population that falls into each 
possible combination of poverty status across both years. In other words, it provides a 
broader picture of the distribution and prevalence of various poverty trajectories in the 
population as a whole – such as chronic poverty, entry into poverty, exit from poverty, and 
sustaining non-poverty status. For instance, the joint probability of a household being poor in 
both 2019 and 2022 tells us the overall fraction of households experiencing chronic poverty. 
Intuitively, this answers the question: ‘If we randomly select a household from the urban 
population, what is the probability that it was poor in both periods?’ 

Together, these two types of estimates help disentangle not just how poverty evolves for 
certain groups but also how widespread different poverty experiences are across urban 
Ethiopia. The following tables (Table 8 and Table 9) present these patterns using three 
poverty thresholds: the national poverty line, the international US$ 2.15 per day poverty line, 
and our relative poverty line. 

Table 8: Urban poverty dynamics: Conditional probability estimates, 2018/2019–2021/22 
(percentage) 

 National poverty 
line 

International poverty line 
(US$ 2.15 per day; PPP 

2017) 

Relative 
poverty line 

Pr[Poor 2022 | Poor 2019] 0.757 0.529 0.321 
Pr[Poor 2022 | Non-poor 2019] 0.500 0.277 0.151 
Pr[Non-poor 2022 | Poor 2019] 0.243 0.471 0.679 
Pr[Non-poor 2022 | Non-poor 2019] 0.500 0.723 0.849 
Poverty line 2019 10,058 7,738 10,752 
Poverty line 2022 18,678 13,072 10,643 

Notes: Own computation based on data from the ESPS 2018/19 and 2021/22. Estimates are weighted using 
survey weights. The rows represent the probability of each of the four states. For example, Pr[Poor|Poor] refers 
to the probability of being poor in 2022, conditional on having been poor in 2019. 
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Table 8 presents the conditional probabilities of transitioning into or out of poverty between 
2019 and 2022 in urban areas, using three different poverty lines. The national poverty line 
reveals a high degree of persistence in poverty: 75.7% of those poor in 2019 remained poor 
in 2022. Even among those not poor in 2019, 50% fell into poverty by 2022, indicating 
significant downward mobility. The international poverty line shows, relatively, less 
persistence (52.9%) and somewhat greater resilience among the non-poor (27.7% fell into 
poverty). Under the relative poverty measure, poverty appears relatively less persistent: only 
32.1% of the initially poor remained poor, and just 15.1% of the initially non-poor became 
poor. These results suggest that poverty was more transient under the relative line, but 
notably more entrenched under absolute poverty lines (especially the national one), 
reflecting the widespread and lasting impact of economic shocks in urban Ethiopia during 
this period. 

Table 9: Urban poverty dynamics: Joint probability estimates, 2018/2019–2021/22 (percentage) 

 National 
poverty line 

International poverty line 
(US$ 2.15 per day; PPP 

2017) 

Relative 
poverty line 

Pr[Poor 2022 ∩ Poor 2019] 0.145 0.045 0.072 
Pr[Poor 2022 ∩ Non-poor 2019] 0.404 0.253 0.117 
Pr[Non-poor in 2022 ∩ Poor 2019] 0.047 0.040 0.152 
Pr[Non-poor 2022 ∩ Non-poor 2019] 0.404 0.661 0.659 
Poverty line 2019 10,058 7,738 10,752 
Poverty line 2022 18,678 13,072 10,643 

Notes: Own computation based on data from the ESPS 2018/19 and 2021/22. Estimates are weighted using 
survey weights. The rows represent the probability of each of the four states. For example, Pr[Poor ∩ Poor] refers 
to the probability of selecting households that were poor in both survey rounds. 

Table 9 complements the conditional poverty analysis by showing the joint probabilities of 
poverty status across the two survey rounds. Under the national poverty line, 14.5% of urban 
households were chronically poor (i.e. poor in both years), while 40.4% fell into poverty 
during the period—indicating a dominant pattern of poverty entry rather than persistence. 
Only 4.7% managed to escape poverty during this period. In contrast, the international 
poverty line yields a lower rate of chronic poverty (4.5%) and higher rates of households that 
remained non-poor across both years (66.1%), while still indicating a substantial incidence 
of poverty entry (25.3%). The relative poverty line yields a lower chronic poverty rate (7.2%) 
and a lower probability of poverty entry (11.7%) compared to the measures based on the 
national poverty line. On the other hand, the probabilities of remaining non-poor (65.9%) and 
escaping poverty (15.2%) are higher under the relative poverty measure. These patterns 
reinforce the notion that absolute poverty—particularly using the national standard—was 
both widespread and dynamic, with a large segment of the urban population vulnerable to 
falling into poverty during the 2019–2022 period. 

The regional disaggregation of poverty transitions, as presented in Table B.2 and Table B.3 
in Annex B, reveals considerable variation in both the persistence and mobility of poverty 
status across urban Ethiopia. The conditional probability estimates reported in Table B.2 
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show that chronic poverty was particularly pronounced in regions such as Gambella (91.2%), 
Oromiya (87.4%), and SNNP (78.9%), where households that were poor in 2019 had a high 
likelihood of remaining poor in 2022. Interestingly, Addis Ababa (81.2%) and Dire Dawa 
(80.5%) also exhibit high conditional poverty persistence, suggesting that, once households 
in these cities fall into poverty, they face substantial barriers to escape. However, joint 
probabilities (Table B3) reveal that the overall share of chronically poor households in Addis 
Ababa (8.3%) and Dire Dawa (10.5%) is relatively small—much lower than in regions like 
SNNP (25.0%) and Gambella (24.6%). This apparent contradiction can be explained by the 
relatively low initial poverty rates in Addis Ababa and Dire Dawa; while a relatively small 
proportion of households were poor in 2019, a large share of them remained poor, reflecting 
a high persistence among a small sub-population. 

These findings underscore the importance of distinguishing between the breadth and depth 
of poverty when designing poverty reduction policies. In relatively better-performing urban 
centres like Addis Ababa and Dire Dawa, in terms of initial poverty levels, the overall share of 
poor households may be small (indicating low poverty breadth), but those who are poor tend 
to remain poor over time (indicating high poverty persistence or depth). This means that, 
despite overall better economic conditions, a subset of the population remains trapped in 
poverty and faces significant barriers to upward mobility. 

In sum, the analysis of poverty transitions using both conditional and joint probability 
estimates reveals important patterns about the nature and depth of urban poverty between 
2019 and 2022. The conditional probabilities highlight significant persistence in poverty for 
those who were initially poor, alongside notable vulnerability among households that were 
previously non-poor—especially under the national poverty line. At the same time, the joint 
probabilities offer a broader perspective on the extent of chronic poverty and mobility, 
showing that a substantial share of urban households experienced persistent or newly 
emerging poverty. While some households did manage to escape poverty, the proportion 
remains relatively small—only around 4% to 5% under both the national and international 
poverty lines. These findings underscore the importance of looking beyond static poverty 
rates and focusing instead on household trajectories over time. A dynamic perspective not 
only captures the depth of economic vulnerability in urban Ethiopia but also offers a more 
robust foundation for designing policies that address both persistent deprivation and the 
risks of downward mobility. 

Regional disaggregation further reveals important differences: although relatively better-
performing urban centres like Addis Ababa and Dire Dawa had smaller proportions of poor 
households in 2019, they also exhibit among the highest rates of chronic poverty—indicating 
that once households fall into poverty in these cities, escaping it can be particularly difficult. 
These findings underscore the importance of distinguishing between the breadth (how 
widespread poverty is) and the depth (how entrenched it is) when designing poverty 
reduction strategies. Even in urban centres with lower overall poverty rates, a persistent and 
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potentially marginalised segment may require targeted, sustained interventions to overcome 
structural barriers and achieve upward mobility. 

4.4 Poverty status and dynamics for the working poor 

To gain deeper insight into how employment intersects with poverty, this section analyses 
the poverty status and dynamics of the working poor—those who are employed yet remain 
below the poverty line. Although employment is commonly viewed as a pathway out of 
poverty, the reality faced by the working poor complicates this assumption, highlighting the 
continued economic vulnerability experienced by many despite their participation in the 
labour force. By disaggregating poverty rates and transitions specific to this group, we can 
evaluate the extent to which employment offers economic security and identify the risks of 
poverty persistence or entry among workers. Table 10, Table 11, and Table 12 present a 
detailed analysis of poverty levels, persistence, and transitions among the working poor, 
drawing on national, international, and relative poverty lines over the 2018/19–2021/22 
period.5 

Table 10: Poverty rate for the working poor: 2018/19–2021/22 (%) 
 Survey year: 2018/19 Survey year: 2021/22 

 Poverty 
rate 

Standard 
error 

95% CI 
(LB) 

95% CI 
(UB) 

Poverty 
rate 

Standard 
error 

95% CI 
(LB) 

95% CI 
(UB) 

Poor (national 
poverty line) 0.198 0.021 0.156 0.239 0.545 0.029 0.489 0.602 

Poor – Working poor 0.047 0.009 0.030 0.064 0.161 0.017 0.127 0.195 
Poor – Unemployed 0.151 0.019 0.114 0.187 0.384 0.025 0.335 0.434 

Poor (international 
poverty line) 0.102 0.017 0.069 0.135 0.293 0.030 0.234 0.353 

Poor – Working poor 0.027 0.007 0.014 0.040 0.079 0.012 0.055 0.104 
Poor – Unemployed 0.075 0.014 0.047 0.103 0.214 0.026 0.162 0.266 

Poor (relative 
poverty) 0.226 0.022 0.183 0.268 0.187 0.028 0.131 0.242 

Poor – Working poor 0.058 0.009 0.041 0.075 0.052 0.011 0.031 0.073 
Poor – Unemployed 0.168 0.019 0.131 0.205 0.134 0.023 0.089 0.180 

Notes: Own computation based on data from the ESPS 2018/19 and 2021/22. Estimates are weighted using 
survey weights. CI = confidence interval; LB = lower bound; UB = upper bound 

Table 10 presents the poverty rates of the working poor and the unemployed across three 
poverty lines for the two survey periods. The results reveal a notable increase in poverty 
among the working poor between 2018/19 and 2021/22, particularly under the absolute 
poverty measures. Based on the national poverty line, the poverty rate among the working 
poor increased significantly from 4.7% in 2018/19 to 16.1% in 2021/22. The non-overlapping 
95% confidence intervals confirm a statistically significant decline in welfare over this 

 
5 In this paper, the term ’working poor’ is defined at the household level. A household is categorised as working 
poor if the head of the household was employed in the last 12 months but the household is still classified as 
poor. 
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period. A similar pattern is observed under the international poverty line. Across all 
measures, the share of the poor who are working poor increased over time. In 2018/19, 
23.7–26.5% of the poor were working poor; however, by 2021/22 this share increased to 
27.0–29.5%, underscoring the prevalence of poverty among the employed. 

While the main emphasis is on the working poor, it is worth noting that the poverty rate for 
the unemployed is higher and increasing over time under absolute poverty measures, 
reaffirming the strong association between joblessness and poverty. These findings indicate 
that poverty deepened for both the employed and unemployed, with the working poor 
experiencing a notable deterioration in living standards. This challenges the assumption that 
employment necessarily offers protection from poverty, particularly in contexts where 
earnings are low and unstable. 

Looking at the relative poverty measure, poverty rates declined between the two periods for 
both the working poor and the unemployed. This trend is somewhat counterintuitive given 
the worsening poverty rates under the absolute lines but can be explained by a fall in the 
median real consumption rate between 2018/19 and 2021/22. As relative poverty is 
measured based on 60% of the median consumption level, a decline in the median pulls the 
poverty line downward. This means fewer people may fall below the line even if their actual 
consumption did not improve (or even declined), leading to an artificially lower relative 
poverty rate. This underscores the importance of interpreting relative poverty trends in the 
context of broader economic shifts and not as definitive signs of improved wellbeing. 

Table 11: Joint probability estimates, 2018/19–2021/22 (%), for the working poor 

Probabilities of: Poverty rate Standard error 95% CI (LB) 95% CI (UB) 
Poor ∩ Poor 0.145 0.019 0.107 0.183 
Staying poor for working poor 0.034 0.009 0.016 0.052 
Poor ∩ Non-poor 0.404 0.029 0.346 0.462 
Entering poverty for working poor 0.129 0.017 0.095 0.163 
Non-poor ∩ Poor 0.047 0.010 0.026 0.067 
Exiting poverty for working poor 0.014 0.005 0.005 0.023 
Non-poor ∩ Non-poor 0.404 0.027 0.351 0.457 
Staying non-poor for working poor 0.150 0.016 0.118 0.183 

Notes: Own computation based on data from the ESPS 2018/19 and 2021/22. Estimates are weighted using 
survey weights. CI = confidence interval; LB = lower bound; UB = upper bound 

Table 11 shows joint probability estimates for the working poor, capturing the likelihood of 
being in the same or different poverty states across the two survey rounds. Overall, 3.4% of 
the working population – equivalent to 23.4% of the total chronically poor – remained poor 
in both periods. While this is, as expected, lower than the corresponding figure for the 
unemployed, it still reflects a substantial rate of chronic poverty among workers. Moreover, a 
larger share (12.9%) of the working population fell into poverty over the period and this 
accounts for 31.9% of all downward mobility. This highlights considerable downward 
mobility, even among those who were working and initially non-poor. Conversely, just 1.4% of 
the working poor moved out of poverty over the period, representing only 29.8% of the total 
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who experienced upward mobility. This suggests that escaping poverty through employment 
remains limited. Among those who remained non-poor in both periods, 15% were working 
individuals, comprising 37.1% of the total consistently non-poor population. These joint 
probabilities highlight a labour market characterised by vulnerability: although most working 
households avoided chronic poverty, a significant number fell into poverty over time, and 
only a small share managed to escape it. This underscores both the limited role of 
employment as a protective factor and the heightened vulnerability of urban workers to 
economic shocks. 

Table 12: Conditional probability estimates, 2018/19–2021/22 (%), for the working poor 

Probabilities of: Poverty rate Standard error 95% CI (LB) 95% CI (UB) 
Poor | Poor 0.757 0.046 0.664 0.849 
Staying poor for working poor 0.176 0.043 0.090 0.262 
Poor | Non-poor 0.500 0.032 0.437 0.563 
Entering poverty for working poor 0.160 0.021 0.119 0.201 
Non-poor | Poor 0.047 0.010 0.026 0.067 
Exiting poverty for working poor 0.073 0.023 0.027 0.119 
Non-poor | Non-poor 0.500 0.032 0.437 0.563 
Staying non-poor for working poor 0.186 0.020 0.146 0.226 

Notes: Own computation based on data from the ESPS 2018/19 and 2021/22. Estimates are weighted using 
survey weights. CI = confidence interval; LB = lower bound; UB = upper bound  

Table 12 presents conditional probability estimates that reveal the risk of remaining in or 
falling into poverty for working individuals. Among the working households who were 
already poor in 2019, 17.6% (representing 23.2% of the conditionally poor) remained poor in 
2022, pointing to a high rate of poverty persistence among the working poor. Moreover, 16% 
of the working poor households that were non-poor in 2018/19 fell into poverty by 2021/22, 
representing 32% of the total vulnerable households. This points to significant downward 
mobility and underscores the vulnerability of employed households to economic shocks or 
income instability. Conversely, only 7.3% of the working poor households managed to 
escape poverty, representing 30% of the total who transitioned out of poverty. These figures 
suggest that employment alone was not a reliable safeguard against poverty and that the 
working poor faced both high rates of persistence and limited upward mobility. The 
conditional estimates underscore the need for targeted interventions to support vulnerable 
workers, including those in informal or low-wage employment. In all cases, the estimates are 
statistically significant, as can be seen from the 95% confidence interval. 

Taken together, the joint and conditional probability estimates reveal that, while most 
working poor households avoided chronic poverty, the working poor faced considerable 
economic vulnerability marked by limited upward mobility and a substantial risk of falling 
into poverty. A relatively small share of the working poor remained poor over both periods, 
but a notable proportion experienced downward mobility (entering poverty) and limited 
upward mobility despite being employed. At the same time, those who were already poor in 
2019 had a high probability of remaining poor, and only a small fraction managed to escape 
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poverty. These findings suggest that employment alone is not sufficient to ensure economic 
security—especially when jobs are low-paying and informal. Addressing urban poverty thus 
requires not only expanding employment opportunities but also improving job quality, 
earnings, and access to social protection for the working poor. 
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5 Correlates of urban poverty in Ethiopia 
This section investigates the key correlates associated with poverty persistence, entry, and 
escape. Using survey-weighted logistic regression models, we estimate both full and 
parsimonious (selected) specifications to identify household-level factors linked to poverty 
transitions. The dependent variables capture different poverty states across survey rounds—
specifically, being chronically poor, falling into poverty, escaping poverty, or remaining non-
poor—while explanatory variables include demographic, asset, housing, employment, and 
shock-related characteristics. This approach allows us to better understand the 
socioeconomic and structural drivers of urban poverty dynamics and inform policy 
interventions that can enhance household resilience and upward mobility. 

Results from both the full and selected models in Table 13 and Table 14 consistently point 
to several robust correlates of poverty transitions. Household size is positively and 
significantly associated with the likelihood of being chronically poor and falling into poverty, 
suggesting that greater dependency ratios may strain household resources. Asset 
ownership and higher educational attainment are strong protective factors, reducing the 
probability of chronic poverty and poverty entry, while increasing the odds of remaining non-
poor. The presence of durable housing structures—especially walls and floors—is also 
negatively associated with persistent poverty, signalling the importance of physical living 
conditions as a marker of economic stability. Participation in the PSNP, while positively 
associated with chronic poverty in the full model, may reflect targeting of the most 
vulnerable rather than programme inefficacy. Additionally, adverse events like household 
member deaths or other shocks are positively associated with chronic poverty and poverty 
entry, underscoring the importance of shock-resilience and social protection. 
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Table 13: Correlates of poverty dynamics: Full model 
 Joint 𝑷𝑷∩𝑷𝑷 Cond 𝑷𝑷|𝑷𝑷 Joint 𝑷𝑷∩𝑵𝑵 Cond 𝑷𝑷|𝑵𝑵 Joint 𝑵𝑵∩𝑷𝑷 Joint 𝑵𝑵∩𝑵𝑵 

Household size 
0.159* 0.300* 0.048 0.357*** -0.131 -0.404*** 
(0.087) (0.152) (0.069) (0.110) (0.090) (0.093) 

Female-headed 
household 

-0.097 -0.476 -0.582 -0.934 0.772 0.988 
(0.630) (1.303) (0.521) (0.724) (0.762) (0.695) 

Age 
0.008 -0.038* -0.031** -0.048 0.043** 0.028 

(0.015) (0.021) (0.013) (0.032) (0.020) (0.022) 

Marital status 
0.144 0.596 -0.844 -1.418* -0.109 1.328* 

(0.680) (1.503) (0.603) (0.752) (1.142) (0.717) 

Highest education 
-0.427* -0.234 0.072 -0.579* -0.048 0.600* 
(0.221) (0.477) (0.230) (0.341) (0.315) (0.326) 

PSNP participation 
1.339** 1.127 -1.145** -0.445 -0.347 -0.313 
(0.528) (1.320) (0.536) (0.837) (0.914) (0.534) 

Asset index 
-0.734*** -0.399 0.499* 0.038 -0.013 0.319 
(0.269) (0.540) (0.262) (0.269) (0.413) (0.246) 

Private housing 
-0.572 0.470 0.791 0.469 -0.185 -0.222 
(0.544) (1.027) (0.495) (0.581) (0.996) (0.537) 

Improved toilet 
0.421 0.500 -0.307 -0.357 -0.502 0.287 

(0.449) (0.831) (0.380) (0.642) (0.763) (0.602) 

Durable wall 
-3.380*** -3.716 0.852 0.347 -2.310** -0.214 
(1.044) (6.369) (0.825) (0.835) (1.161) (0.885) 

Durable floor 
-0.853 -1.009 -0.663 -0.987 0.347 1.055* 
(0.979) (1.446) (0.845) (0.825) (1.363) (0.631) 

Non-farm wage 
employment 

0.122 0.697 -0.445 -0.435 -0.735 0.497 
(0.511) (0.709) (0.502) (0.560) (0.859) (0.431) 

Casual labour 
-0.120 -1.691** -0.523 -0.840 1.497*** 0.684 
(0.580) (0.693) (0.511) (0.669) (0.559) (0.615) 

Improved water 
access 

0.372 0.139 -0.476 -0.700 -0.374 0.419 
(0.590) (0.977) (0.618) (1.006) (0.830) (0.978) 

Electricity access 
0.874** -0.311 -1.144** -1.090 0.487 0.636 
(0.442) (1.053) (0.461) (0.776) (0.931) (0.651) 

Loss of non-farm jobs 
-1.546 0.180 1.861 2.357* -0.836 -2.496* 
(1.365) (2.063) (1.133) (1.228) (1.408) (1.348) 

Household member 
death 

0.822 4.165*** -0.737 -0.618 -3.598*** 0.236 
(0.631) (1.097) (0.620) (0.741) (0.875) (0.587) 

Other shocks 
0.675 2.558** 0.091 0.628 -2.365** -0.626 

(0.622) (0.986) (0.719) (0.901) (1.080) (0.757) 
Obs. 681 204 681 461 605 681 

Notes: Standard errors in parentheses; p < 0.1, p < 0.05, p < 0.01. 

Average marginal effects from a survey-weighted logistic regression model. Standard errors are adjusted for 
survey design, including clustering, stratification, and sampling weights. Controls include region fixed effects. We 
used data from the ESPS 2018/19 and 2021/22. ‘P’ and ‘N’ refer to the poor and non-poor, respectively. 



URBAN POVERTY DYNAMICS AND THE WORKING POOR IN ETHIOPIA 

© Data & Evidence to End Extreme Poverty  24 

Table 14: Correlates of poverty dynamics: Selected model 
 Joint 𝑷𝑷∩𝑷𝑷 Cond 𝑷𝑷|𝑷𝑷 Joint 𝑷𝑷∩𝑵𝑵 Cond 𝑷𝑷|𝑵𝑵 Joint 𝑵𝑵∩𝑷𝑷 Joint 𝑵𝑵∩𝑵𝑵 
Main 

Household size 
0.161*** 0.300***  0.269***  -0.377*** 
(0.043) (0.068)  (0.054)  (0.095) 

Asset index 
-0.351*** -0.438***    0.356* 
(0.079) (0.159)    (0.214) 

Durable wall 
-1.696***  -0.720***    

(0.511)  (0.267)    

Highest education 
-0.437***  0.117* -0.336***  0.498** 
(0.090)  (0.066) (0.104)  (0.252) 

Non-farm wage 
employment 

 -0.107   -0.515  
 (0.298)   (0.746)  

Private housing 
  0.200 0.013  -0.118 
  (0.177) (0.221)  (0.543) 

Female-headed 
household 

   -0.177 0.844  
   (0.194) (0.550)  

Electricity access 
   -0.346  0.553 
   (0.335)  (0.561) 

PSNP participation 
   -0.122  -0.267 
   (0.364)  (0.504) 

Durable floor 
   -1.052***  1.000 
   (0.238)  (0.696) 

Improved water access 
    -0.637 0.476 
    (0.747) (0.923) 

Marital status 
    -0.145  
    (0.944)  

Constant 
-0.085 1.263*** -1.016*** 0.712 -2.331** -2.163 
(0.300) (0.381) (0.252) (0.522) (0.954) (1.384) 

Obs. 4,601 1,323 4,601 3,356 719 681 

Notes: Standard errors in parentheses; p < 0.1, p < 0.05, p < 0.01.  

Average marginal effects from a survey-weighted logistic regression model. Standard errors are adjusted for 
survey design, including clustering, stratification, and sampling weights. Controls include region fixed effects. We 
used data from the ESPS 2018/19 and 2021/22. ‘P’ and ‘N’ refer to the poor and non-poor, respectively. 

In sum, the analysis of poverty correlates highlights that poverty dynamics in urban Ethiopia 
are shaped by a complex interplay of household demographics, asset endowments, 
education, and vulnerability to shocks. Households with limited assets, lower education, and 
larger family sizes face greater risks of remaining poor or falling into poverty, while those 
with better housing quality and human capital are more likely to escape poverty or maintain 
non-poor status. The strong predictive power of asset and education variables suggests that 
long-term investments in human and physical capital can play a pivotal role in reducing 
urban poverty. At the same time, the role of shocks—especially deaths and unanticipated 
disruptions—calls for strengthening safety nets and resilience mechanisms to protect 
vulnerable households from slipping into poverty due to unforeseen events. 
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6 Conclusion 
This study has examined the dynamics and correlates of urban poverty in Ethiopia using 
data from the ESPS 2018/19 and 2021/22. The findings indicate a substantial rise in urban 
poverty over the study period, with the headcount poverty rate increasing significantly under 
both national and international poverty lines. The analysis of poverty transitions reveals high 
rates of poverty persistence and downward mobility, particularly under the national poverty 
line, suggesting that urban households have become increasingly vulnerable to falling into or 
remaining in poverty. The joint and conditional probability estimates underscore not only the 
depth but also the volatility of poverty in urban settings, highlighting that even households 
initially above the poverty line are at significant risk of impoverishment over time. 

A closer look at the working poor shows that employment alone does not shield individuals 
from poverty. While most working individuals remained non-poor, a substantial share of the 
working poor remained in poverty or became newly poor over the period, reflecting the 
prevalence of low-quality or precarious employment. This highlights the importance of not 
only job creation but also improving the quality and stability of urban jobs as part of poverty 
reduction strategies. 

Furthermore, the analysis of poverty correlates identifies key socioeconomic drivers 
associated with poverty persistence and transitions. Larger household size, lower education, 
lack of asset ownership, and exposure to adverse shocks are significant predictors of both 
chronic poverty and entry into poverty. Conversely, asset accumulation, better housing 
quality, and higher education levels serve as protective factors. These findings underscore 
the multifaceted nature of urban poverty and the need for integrated policy approaches that 
address both structural vulnerabilities and immediate economic needs. 

Overall, the study calls for renewed attention to urban poverty in Ethiopia, particularly in the 
post-pandemic context. Addressing poverty in urban areas will require not only 
strengthening social protection and improving access to education and employment 
opportunities but also building resilience against economic and environmental shocks. A 
nuanced understanding of poverty dynamics and the specific challenges faced by the 
working poor can inform more targeted, equitable, and sustainable interventions in 
Ethiopia's rapidly urbanising landscape. 
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Annex A Supplementary Figures 

A.1 GDP deflator, by year 

 

Source: Own computation based on data from the Ministry of Planning and Development and the National Bank 
of Ethiopia. 

A.2 Kernel density distribution of log total household expenditure per adult 
equivalent (2018/19–2021/22) 

 

Notes: Own computation based on data from the ESPS 2018/19 and 2021/22. Estimates are weighted using 
survey weights. 



URBAN POVERTY DYNAMICS AND THE WORKING POOR IN ETHIOPIA 

© Data & Evidence to End Extreme Poverty  29 

Annex B Tables 

B.1 Mean comparison between 2019 and 2022 

 Survey year 2019 Survey year 2022 Difference 
Variables Obs. Mean Obs. Mean Mean p-val 
Real consumption per AEQ 6,094 14,907.977 4,959 14,867.472 -40.505 0.949 
Real consumption per capita 6,094 6,756.877 4,959 6,601.434 -155.443 0.581 
Real food consumption per AEQ 6,094 120.525 4,959 122.545 2.020 0.734 
Real food consumption per 
capita 6,094 54.212 4,959 54.125 -0.088 0.972 

Urban 6,094 0.263 4,959 0.223 -0.039 0.001 
Female-headed household 6,094 0.195 4,959 0.198 0.002 0.803 
Age 6,094 43.837 4,959 46.223 2.387 0.000 
Marital status 6,092 0.835 4,954 0.836 0.000 0.976 
Employment (wage/non-farm) 6,089 0.250 4,955 0.316 0.066 0.004 
Employment (last 12 months) 6,091 0.121 4,955 0.125 0.004 0.770 
PSNP participation 6,091 0.091 4,955 0.074 -0.017 0.135 
Casual labour 6,091 0.053 4,955 0.066 0.013 0.273 
Work for other households 6,091 0.332 4,955 0.355 0.023 0.452 
Ability to read and write 6,091 0.497 4,955 0.513 0.016 0.379 
No schooling 6,091 0.528 4,955 0.491 -0.038 0.040 
Highest education 5,793 1.766 4,703 1.795 0.029 0.326 
No health insurance 6,091 0.732 4,955 0.475 -0.258 0.000 
Household size 6,094 5.611 4,959 5.724 0.113 0.135 
Owns private housing 6,094 0.846 4,958 0.866 0.020 0.273 
Lives in a rented house 6,094 0.114 4,958 0.082 -0.033 0.000 
Improved toilet 6,094 0.279 4,958 0.230 -0.049 0.047 
Improved access to water 1,155 0.761 747 0.827 0.065 0.237 
Electricity access 6,094 0.505 4,958 0.651 0.146 0.000 
Clean cooking 6,094 0.058 4,958 0.048 -0.009 0.053 
Corrugated iron roof 6,094 0.654 4,958 0.718 0.065 0.000 
Own mobile 6,094 0.475 4,958 0.642 0.167 0.000 

Notes: Own computation based on data from ESPS 2018/19 and 2021/22. All estimates take into account survey 
sampling weights. AEQ = adult equivalent. 
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B.2 Regional conditional probability estimates 2018/19–2021/22 (percentage) 
using the national poverty line 

 Pr[Poor 2022 
| Poor 2019] 

Pr[Poor 2022 
| Non-poor 2019] 

Pr[Non-poor 2022 | 
Poor 2019] 

Pr[Non-poor 2022 | 
Non-poor 2019] 

Afara 1.000 0.425 0.000 0.575 
Amahara 0.529 0.431 0.471 0.569 
Oromiya 0.874 0.536 0.126 0.464 
Somali 0.632 0.626 0.368 0.374 
Benshangul 0.815 0.364 0.185 0.636 
SNNP 0.789 0.496 0.211 0.504 
Gambella 0.912 0.431 0.088 0.569 
Harari 0.276 0.404 0.724 0.596 
Addis 
Ababa 0.812 0.513 0.188 0.487 

Dire Dawa 0.805 0.510 0.195 0.490 
Total 0.757 0.500 0.243 0.500 

Notes: Own computation based on data from the ESPS 2018/19 and 2021/22. Estimates are weighted using 
survey weights. The columns represent the probability of each of the four states. For example, ‘Poor | Poor’ refers 
to the probability of selecting households that were poor in both survey rounds. 

B.3 Regional joint probability estimates 2018/19–2021/22 (percentage) using 
the national poverty line 

 Pr[Poor 2022 ∩ 
Poor 2019] 

Pr[Poor 2022 ∩ 
Non-poor 2019] 

Pr[Non-poor 2022∩ 
Poor 2019] 

Pr[Non-poor 2022∩ 
Non-poor 2019] 

Afara 0.046 0.405 0.000 0.549 
Amahara 0.096 0.352 0.086 0.466 
Oromiya 0.151 0.443 0.022 0.384 
Somali 0.183 0.444 0.107 0.266 
Benshangul 0.174 0.286 0.039 0.501 
SNNP 0.250 0.339 0.067 0.344 
Gambella 0.246 0.315 0.024 0.415 
Harari 0.017 0.379 0.045 0.559 
Addis Ababa 0.083 0.461 0.019 0.437 
Dire Dawa 0.105 0.443 0.025 0.426 
Total 0.145 0.404 0.047 0.404 

Notes: Own computation based on data from the ESPS 2018/19 and 2021/22. Estimates are weighted using 
survey weights. The columns represent the probability of each of the four states. For example, ‘Pr[Poor ∩ Poor]’ 
refers to the probability of selecting households that were poor in both survey rounds. 
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