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Key Electricity Market Facts
• Most of its electricity generation comes from 

hydropower. 

• Even though Ethiopia has the capacity to 
generate 60 GW of electric power from renewable 
resources, it experiences energy shortages and 
struggles to serve most part of the population and 
the increasing demand.

• Electricity demand currently is higher than supply

• Power transmission lines and distribution facilities 
are inadequate to meet the demand.

• Ethiopia’s Growth and Transformation Plan II 
(GTP II) targets to increase the total power 
generating capacity from 4,180 MW in 2014/2015 
to 17,208 MW by 2019/20, with 300 MW coming 
from solar power.  

Electricity Market Profile

Country Facts 
• In recent years, Ethiopia has experienced

positive GDP growth and strong economic
performance, part of it due to investments
in renewable energy resources.

• Ethiopia has the second largest population
in Africa of which 80% live in rural areas.

• Rural population relies on agricultural
income which is frequently affected by
droughts.

• Electrification in Ethiopia is currently
available for 43% of the total population,
which includes 85% of the urban population
and 26% of the rural population.
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Electricity Generation 2017: 12.5 
TWh

Population (2017) 102.4 million

GDP (2016) US$ 72.4 billion

GDP per capita (2016) US$ 706.8

GDP annual growth rate 10 %

Inflation rate 13.7%

Sovereign Rating (S&P, 2017) B (Stable)

FDI inflow (2016) US$ 3.98 billion

Ease of Doing Business Rank 
(2017) 161 of 190

Corruption Perception Rank 
(2017)

107 of 175

Gross 
Generation 12.5 TWh

Installed 
Capacity (2017) 4.3 GW

Installed 
Capacity of 
Renewables

Hydro: 3.8 GW 
Wind: 324 MW
Geothermal: 7.3 MW
Solar: 14 MW
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Regulatory framework

Energy Resource Potential of Ethiopia

Resource Unit Exploitable 
Reserve

Exploited percent 
by 2016

Hydropower MW 45,000 <5%

Solar/day kWh/m2 4-6 <1%

Wind GW 100 GW <1%

Geothermal MW <10,000 <1%

Agricultural Waste Million tons 15-20 30%

Wood Million tons 1,120 50%

Oil Shale Million tons 253 0%

Coal Million tons 300 0%

Natural Gas Billion m3 113 0%

Source: Ethiopian Electrical Power (December 2016)

Ministry of Water, Irrigation & Energy

Ethiopian Electric
Power (EEP)

Ethiopian Electric
Utility (EEU)

Ethiopian Energy
Authority (EEA)

• The aim of the Ethiopian government is to transform Ethiopia to a middle income country and
develop the power sector to serve country’s industrialisation. In late 2011, the Climate Resilient
Green Economy (CRGE) initiative has ben launched to insure that the development targets have
been achieved in sustainable and environmental friendly manner.

• In 2013, the Ethiopia Electric Power Corporation’s (EEPC) authority on generation, transmission,
distribution and supply was transferred into two state owned enterprises, Ethiopian Electric Power
(EEP) undertaking the generation and transmission of electricity, and Ethiopia Electric Utility (EEU)
for distribution and supply of electricity.

• Through the Energy Proclamation No. 810/2013 electricity sector has been liberalised and
Ethiopian Energy Authority (EEA) has been established to promote energy efficiency, energy
development and power trade. EEA has been authorised to issue the investment permits and
licences, advise to government on approval of on-grid tariffs and issue and regulate the
implementation of guidelines for the determination of off-grid tariffs. The new proclamation allowed
generation, distribution and commercial activities to be undertaken by private investors and
introduced a legal framework for Independent Power Producers and Power Purchase Agreements
(PPAs).



Solar Market Brief: Ethiopia

February 2017  |  info@suntrace.de  |  www.suntrace.de  |  +49 40 80903540

Economics and Finance | Electricity Markets | Solar Energy

Scaling Solar in Ethiopia

Scaling Solar, a World Bank initiative is currently active in Ethiopia, advising government to attract
private investors for large scale solar projects development by providing technical assistance,
documentation, preliminary approval for financing, insurance products and guarantees. Scaling Solar
is supported financially by the US Agency for International Development’s (USAID) Power Africa
initiative, Infrastructure Development Partnership Fund (donor supplied facility managed by
International Finance Corporation) and foreign affairs ministries of the Netherlands and Denmark.
Following the programs in Zambia, Senegal and Madagascar, the Scaling Solar initiative aims to
support diversification process of Ethiopia’s energy mix, increase the country’s electrification rate and
allow it to manage its water resources more effectively.

Planned Solar Projects

Currently existing companies in Ethiopia bring off-grid energy solutions by providing solar home
systems that power a variety of electronic appliances, solar lanterns and solar cold storage
services. In addition, 100 MW project by global developers has been discussed with Prime
Minister Hailemariam Desalegn to install 10 solar power plants with a capacity of 10 MW each at
several university campuses in Ethiopia.

In Growth and Transformation Plan II (GTP II), 3 projects each with a capacity of 100 MW have
been identified to be located in Humera, Mekele and Metehara in Ethiopia. In 2016, Ethiopian
Electric Power (EEP) launched country’s first tender to develop a 100 MW PV plant in Metehara
town, Oromia Regional State. The prequalification and proposal stages have been completed and
a 20 years Power Purchase Agreement signed with the winning bidder.

In 2017 EEP signed an agreement with IFC to benefit
from Scaling Solar program to develop up to 500 MW
capacity of solar power through tender process.
Suntrace GmbH in association with GAUFF Power
International GmbH & Co. KG has been nominated as
Technical Advisor and E&S Advisor by IFC for the first
round of the Scaling Solar Ethiopia projects.

EEP issued a Request for Pre-Qualification for the
deployment of two solar photovoltaic projects each
with a capacity of 125 MW. Recently, 12 out of 28
developers has been announced by EEP as pre-
qualified bidders. The selected bidders will have the
access to the project’s data room to submit their final
proposal in the second stage. Eventually the projects
will be awarded to the bidders with the lowest
proposed tariffs, providing Ethiopian clients with highly
competitive, clean solar power.
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Our view on the market
Ethiopia has a high average solar irradiation of approx. 5,5 kWh/m² per day, offering strong potential
for solar projects. The government decided to produce more electric power with renewables. As a
result, the World Bank initiated the Scaling Solar program to support the government in attracting
private investors. Suntrace GmbH is involved as Technical Advisor in this project.

With the B rating Ethiopia as an investment country provides a certain degree of country risk that
needs to be covered by respective politicial risk insurance to facilitate long-term financing. However,
the demand to electric power will constantly increase as there is a high population growth. In 2017,
102.4 million people were counted. Therewith Ethiopia has the second largest population in Africa.
80% live in rural areas. Only 26% of the rural population has access to electrification. Hence, Ethiopia
offers substantial long-term perspectives for solar power development and investments on all levels,
industrial a well as utilitiy size.

With the regulatory framework allowing private power supply and governments committment to
support solar power, Ethiopia offers a promising market entry to Subsaharan Africa as a a power
market. As in many African countries though, investors should take the long-term perspective and
prepare for a committed involvement into project development to ensure bankability of projects.
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