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Abstract 

Youth unemployment remains one of the most critical socio-economic challenges in developing countries, particularly in Sub-Saharan Africa. 

Ethiopia, characterized by a rapidly growing youth population and limited formal employment opportunities, increasingly relies on youth 

entrepreneurship and self-employment as alternative pathways to labor market participation. This review paper examines the role of youth-led 

enterprises in employment generation, poverty reduction, and inclusive economic growth in Ethiopia. Drawing upon secondary data from 

international development reports, national statistics, and empirical studies, the paper analyzes the extent to which entrepreneurship contributes 

to livelihoods and economic stability. The findings indicate that self-employment constitutes the dominant form of employment in Ethiopia, with 

a substantial proportion of youth engaged in informal micro and small enterprises. Entrepreneurship initiatives supported by training, finance, 

and institutional programs have demonstrated positive impacts on income generation, skill development, and job creation. However, young 

entrepreneurs continue to face structural barriers including limited access to credit, inadequate business skills, regulatory constraints, and weak 

market linkages. The paper argues that youth entrepreneurship should not be viewed solely as a substitute for wage employment but as a 

complementary development strategy requiring an enabling ecosystem.The study concludes that strengthening entrepreneurship education, 

expanding financial inclusion, and improving policy support mechanisms are essential for transforming necessity-driven self-employment into 

sustainable and growth-oriented enterprises. Promoting youth entrepreneurship in Ethiopia therefore holds significant potential to convert 

demographic pressure into a demographic dividend and contribute to long-term socio-economic development. 
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1. Introduction 

Youth unemployment and underemployment pose persistent developmental challenges across low- and middle-income countries. Long-term 

structural constraints in formal labor markets have necessitated alternative pathways to economic participation, with entrepreneurship and self-

employment emerging as significant mechanisms for job creation and livelihood generation. Rising numbers of young people in developing 

nations, often referred to as the demographic youth bulge, have intensified policy interest in youth entrepreneurship as both an economic and 

social imperative. By fostering entrepreneurial activity among youth, developing countries potentially harness human capital to stimulate employment, 

innovation, and sustainable growth. Indeed, global estimates indicate that 223 million young individuals (15-24 years) in developing and emerging economies are 

unemployed or underemployed, with many labor markets unable to absorb the growing workforce through wage-based jobs alone.^1 
2. Conceptual Framework 

2.1 Definitions and Scope: In academic discourse, youth entrepreneurship typically refers to the pursuit of entrepreneurial activities (business 

creation, self-employment, and enterprise management) by individuals aged approximately 15–35 years.^1 Entrepreneurship in this context spans 

a spectrum from necessity-driven self-employment—initiated due to an absence of formal opportunities—to opportunity-driven ventures aimed 

at growth and innovation.^1 

2.2 Theoretical Foundations: Several theoretical models inform research on youth entrepreneurial intent and behavior. Ajzen’s Theory of Planned 

Behavior, often applied in entrepreneurship research, posits that attitudes, subjective norms, and perceived control influence entrepreneurial 

intention—a framework validated across multiple contexts, including emerging economies.^2 Self-employment intention research demonstrates 

that environmental barriers and support factors significantly shape youth entrepreneurial willingness, reinforcing the need for contextualized 

policy and education design.^2 

3. Economic Impact of Youth Entrepreneurship 

3.1 Employment Generation: Entrepreneurship expands employment beyond formal wage jobs. In many developing countries, formal 

employment accounts for a minority share of total workforce engagement, making self-employment a critical livelihood strategy.^1 Small and 

medium-sized enterprises (SMEs), predominantly youth-led in informal sectors, are recognized for their employment creation potential. Although 

empirical quantification varies by region, cross-national surveys highlight that programs supporting youth entrepreneurial activity can increase 

labor force participation and reduce unemployment durations.^3 

3.2 Poverty Reduction and Income Stability: Micro and small enterprises often contribute directly to household income, particularly in contexts 

where formal labor markets are limited. Microfinance, combined with entrepreneurship training, has been linked with higher income retention 

and greater economic autonomy in rural and urban communities.^4 Meta-analyses of entrepreneurship interventions confirm that training plus 

financial support yields more sustainable business performance than standalone interventions.^5 

3.3 Innovation and Economic Diversification: Youth-led ventures frequently drive localized innovation in products, services, and business 

models, especially in agriculture, technology, and service sectors. For example, agripreneurship in West Africa has been identified as a pathway 

to leverage rural employment and mitigate rural-urban migration by creating value-added businesses in agricultural supply chains.^6 Evidence 

indicates that access to training, credit, and education correlates with higher likelihood of non-agricultural business ownership among youth.^6 

1. Key National Indicators (2023–2024) — Ethiopia 
Indicator Value (latest) Year Source 

Self-employment (% of total employment) 85.09 % 2023 World Bank / TheGlobalEconomy.com 

Youth unemployment (ages 15–24) 5.43 % 2024 World Bank / TheGlobalEconomy.com 

Labor force participation rate 67.68 % 2024 World Bank data (from source) 

Total labor force 54.47 million 2024 World Bank data (from source) 

Female unemployment 4.68 % 2024 World Bank data (from source) 

Male unemployment 2.44 % 2024 World Bank data (from source) 

🔎 Notes: • Self-employment accounts for the vast majority of all employment in Ethiopia — more than 85% of all jobs, a much higher share 

than the global average (~40 %). 
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• Youth unemployment is comparatively lower than many developing economies but this figure does not fully capture informal 

underemployment or rural unemployment. 

 2. Historical Youth Unemploment Trend (1991–2024) 

Year Youth Unemployment (%) 

1991 9.10 % 

2000 5.13 % 

2010 3.44 % 

2015 3.81 % 

2020 6.36 % 

2022 5.41 % 

2024 (latest) 5.43 % 

Source: World Bank & Statista compiled series 

📌 This historical data shows that youth unemployment peaked around 2020 (likely influenced by global economic shocks) and has since stabilized. 

 3. Local Survey Findings — Addis Ababa & Dire Dawa (Study) 

The following table shows youth unemployment status across select urban areas (based on the CBMS Ethiopia Survey, 2015): 

Study Site (Ethiopia) Youth Unemployment Rate Female (%) Male (%) 

Wereda 10 (Addis Ababa) 10.06 % 49.51 % 50.49 % 

Kebele 01 (Dire Dawa) 12.87 % 63.87 % 36.13 % 

Gedenser (Dire Dawa) 20.34 % 58.33 % 41.67 % 

Overall (combined) 11.39 % 56.48 % 43.52 % 

Source: CBMS-Ethiopia Survey (2015) 

 This localized survey shows significant variation in youth unemployment across cities, with urban centers like Dire Dawa exhibiting much 

higher youth unemployment, especially for females. 

 4. Entrepreneurship & Training Outcomes (Program Data) 

Program Component Result / Number 

Youth trained (livelihood/entrepreneurship skills) >14,500 individuals 

% of trained youth running businesses ~98 % success rate 

Jobs created through entrepreneurship initiative ~83,800 jobs 

New enterprises established ~6,450 enterprises 

Context: This reflects data from programs such as the Ethiopian Development Association (EDA) and UNDP supported entrepreneurship 

initiatives, showing evidence that training + support can significantly increase entrepreneurial activity and job creation. 

Interpretation for Your Article: Including this data in your review article adds credibility and empirical context. You can reference them in tables like: 

Table X: Employment and Youth Indicators in Ethiopia (2023–2024) 

Indicator Value 

Youth unemployment rate (15–24) 5.43 % 

Self-employment share of total employment 85.09 % 

Labor force participation 67.68 % 

Number of young people trained in entrepreneurship >14,500 

Jobs created through entrepreneurship programs ~83,800 

4. Barriers to Youth Entrepreneurship 

Despite the potential, youth entrepreneurs face systemic barriers that constrain their participation and success. 

4.1 Skills and Human Capital Constraints 

The lack of entrepreneurial and business skills is frequently cited as a significant impediment to sustainable entrepreneurial activity. Research in 

African contexts reveals that inadequate skills reduce the ability of new ventures to transition into productive, growth-oriented firms.^7 This 

finding aligns with broader evidence demonstrating that entrepreneurship education and skills training are essential for improving business 

outcomes among youth.^5 

4.2 Access to Finance 

Limited access to startup capital remains a persistent barrier. Traditional lenders often view youth ventures as high-risk due to lack of credit 

histories or collateral, prompting reliance on informal finance mechanisms or microcredit. Cash benchmarking studies show that while credit 

provision supports asset accumulation and business initiation, deeper institutional reforms may be necessary for transformative poverty 

alleviation through entrepreneurship.^8 

4.3 Informality and Regulatory Hurdles 

Many youth entrepreneurs launch ventures in the informal sector to avoid the costs and complexities of formal registration. While informality 

reduces entry barriers, it also precludes access to formal support networks, legal protections, and scalable markets.^9 Regulatory environments 

that impose high compliance costs or opaque procedures can further discourage youth engagement. 

4.4 Social and Gender Disparities 

Gender gaps in financing, networks, and cultural expectations remain widespread. Women youth entrepreneurs face additional hurdles such as 

mobility constraints and unequal access to mentorship, which exacerbate economic inequalities.^9 Inclusive support mechanisms are therefore 

necessary to ensure equitable participation. 

 

5. Policy Interventions and Ecosystem Support 

The literature emphasizes integrated policy frameworks to cultivate thriving youth entrepreneurial ecosystems. Key components include: 

Entrepreneurship education and training, which builds foundational skills and reduces risk aversion among youth by improving business and 

financial literacy.^5 

Credit and financial support mechanisms, including microfinance, blended finance, and startup grants. Meta-analytic evidence suggests combined 

training and finance interventions are particularly effective.^5 

Simplified regulatory frameworks to reduce barriers to business registration and compliance. 
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Mentorship, networks, and market access platforms to bridge gaps in experience and social capital. 

International organizations, such as the Organisation for Economic Co-operation and Development (OECD), identify policy roadmaps that 

leverage empirical evidence to tailor national entrepreneurship support agendas in developing contexts.^1 

 

6. Discussion 

Youth entrepreneurship represents both a livelihoods strategy and a driver of economic dynamism in developing countries. While the extent of 

its impact varies across contexts, research underscores its capacity to generate employment, enhance incomes, and diversify economies. However, 

the transition from subsistence-level ventures to high-growth enterprises remains limited due to barriers in skills, finance, and market 

connectivity. Thus, entrepreneurship should be viewed as a complementary component of broader development strategies, rather than a universal 

solution to structural unemployment. 

Future research should prioritize longitudinal and standardized data collection to measure long-term outcomes of entrepreneurship programs, 

particularly in sub-Saharan Africa and South Asia where data gaps are most pronounced. 

 

7. Conclusion 

Youth entrepreneurship and self-employment are integral to addressing employment deficits and fostering inclusive economic growth in 

developing nations. Supported by education, finance, and enabling policies, youth entrepreneurial activity can unlock latent economic potential 

and improve resilience. However, its transformative impact depends on systematic ecosystem interventions that bridge gaps in skills, capital, and 

institutional support. 
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