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Population, Labor Force aDd Unemployment in Addis 
Ababa: A Comparative Study of Two Periods 

Girma Kassie-

ABSTRACT: The objective of this study is to identify the contribution of 
population growth relative to activity and unemployment rates on the 
growth of the unemployed population in Addis Ababa between 1984 alld 
1994. Component analysis is used to identify the relative contributions 
while percentage points are used to assess the changes observed during the 
period. The 1984 and 1994 Population and Housing Census reports of 
Addis Ababa are used for the study. Unemploymem rale increased by 24.9 
percentage points in the decade. Even if the percentage of the unemployed 
population with work experience decreased by 2.6 percemage points, the 
absolute size of this group increased by 39,672 persons during the period. 
The relative percentage contribution of population growth for the increase 
in the labor force was 77.5 percent alld that of activity rales was 22.5 
percent. The relative percentage contribution of total population growth, 
activity rates and unemployment rates were 15.4 percellt, 5.0 percent and 
79.6 percent, respectively, for the overall increase in the size of the 
unemployed population over the decade. This implies that the major 
contributory factor for the growth of the unemployed populatioll, next to the 
unemployment rates, was total population growth. It can be can eluded from 
this study that 15.4 percent decline in the size of the unemployed population 
would be attained by controlling the growth of the total population. Among 
others, minimizing the difference between rural and urban areas with 
respect to socia-economic services will have a significant role in control/ing 
the growth of population in urban areas due 10 migration. In addition, 
encouraging and attracting national and illternational investors will have a 
major contribution in creating new jobs for the urban unemployed 
population. 

Population Analysis and Studies Center, Central Statistical Authority, P.D.Box 28810, 
Addis Ababa 
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INTRODUCTION 

The interrelationships between population and development can be studied 

through various indicators. Among others, it can be assessed through 

studying the effects of population growth on the size of the unemployed 

population, as the size of the unemployed population can be taken as an 

indicator of development status of a country (Todaro, 1989; Ekanem et aI, 

1994; Jema1, 1994). 

Unemployment has been a problem of most developing countries. The 

unemployed population of the less developed coun tri es grew, for example, 

from approximately 36.5 million in 1960 to over 54 million in 1973, an 

increase of 46 percent. This indicates an average annual increase of three 

percent, which is higher than the arulUal rate of employment growth during 

the same period (Todaro, 1989). The situation of unemployment problem 

has been more serious in urban than rural areas, as explained by various 

researchers (Todaro, 1989; Ekanem et aI, 1994; lemal , 1994). 

Like other developing countries, unemployment problem is prevailing III 

urban areas of Ethiopia. The problem is more serious in Addis Ababa, the 

Primate Ci ty of the country, than other urban areas. Considering the 1984 

boundary of urban Addis Ababa for both periods, the unemployment rate 

was 10.5 in 1984, and increased to 35.4 in 1994, a three· fold increase within 

a decade. The size of the unemployed population was also 49,281 in 1984, 

and 296,752 in 1994, six times higher than in 1984. 

Several factors may contribute to the rapid growth of the unemployed 

population in Addis Ababa. The total population size, activi ty and 
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unemployment rates may be the proximate factors through which every 

underlying detenninant affects unemployment (Todaro, 1989; Jemal, 1994). 

In relation to this, studying the relative contribution of the proximate factors 

to the growth of the unemployed population may have a great role in 

population and development planning that can address unemployment 

Issues. 

The specific objective of this paper is, therefore, to assess the changes 

observed between 1984 and 1994, with respect to labor force and 

unemployment situations in the Primate City, Addis Ababa, in which 

unemployment is a very serious problem. The contribution of population 

growth on the increase in the size of the unemployed popUlation will be 

studied relative to other proximate detenninants in order to forward some 

policy recommendations that can be used for population programs. 

CONCEPTUAL FRAMEWORK 

The number of people searching for work in developing countries depends 

primarily on the size and composition of its population, and on the labor 

force participation rates (Todaro, 1989; Jemal , 1994). This means, whatever 

detenninant affects the labor force, its effect will be through population 

andlor labor force participation rates. The size of the unemployed 

population (number of people who have not been employed in a gainful 

work) may also depend primari ly on the labour force and on the 

unemployment rates. In other words, labor force and unemployment rates 
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are cons idered as the proximate detemlinants of the size of the unemployed 

population. 

Figure 1- Conceptual Framework 
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As postulated in Figure I, the underlying detemlinants include socio

economic, cultural, demographic and policy fac tors that are considered as 

the exogenous factors, the effect of which is onl y through the intemlediate 

factors-total population, labor force part icipation rates and unemployment 

rates. 

Socio-economic factors: A number of factors may be included in thi s 

category. To mention some of the major fac tors, school enroll ment and drop 

out rates may decrease and increase, respectively, the levels of labor force 

participation and unemployment rates. A number o f people graduate from 

grade twelve every year, the effect of which may be innat ing the labor force 

participation and unemployment rates. The ability of the economy to create 
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new jobs may also affect the level of unemployment rates. If the number of 

job seekers out weights the number of new jobs, then the unemployment 

rates may increase, which in turn inflate the size of the unemployed 

population. 

Clllillral factors: Stigmatization of some of the cottage industries and very 

elementary jobs may raise the unemployment rates. The minimum age for 

entering in the labor force set by the community may also affect the labor 

force participation rates. With respect to family size, a culture that favors 

large family size may inflate the size of the total population. 

Demographic factors: Population dynamics - fertility, mortality and net 

migration - may have an impact on the total population size. Fertility and 

mortality may increase and decrease, respectively, the size of the total 

population. While positive net migration may increase the total popUlation 

of an area, migration may be considered as the major contributory factor for 

the total popUlation growth in urban areas like Addis Ababa. 

Policy: Entrepreneurship and population policies may have an impact on the 

level of the unemployment rates and total population size, respectively. 

Policies for the minimum age for entering the labor force may also have an 

impact on the labor force participation rates and unemployment rates. 

To sum up, whatever determinants affect the size of the unemployed 

population, their impact is through the intermediate factors: total population 

size, labor force participation rates and unemployment rates. 
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DATA 

The study is based on data from 1984 and 1994 Population and Housing 

Census repo rts released by the Central Stati stical Authority (CSA) under tbe 

National Population and Housing Census Commission (C A, 1987; CSA, 

1995). During each census peri od, infomlation concerni ng labour fo rce and 

unemployment were collected. In the 1984 census a 100 percent sample and 

in the t 994 a 20 percent sample of households were considered and each 

member of the selected household with the age of 10 years and older was 

interviewed about his economic acti vity, work and employment statuses. 

The sample values fo r the 1994 census can be considered as an esti mate of 

the population parameters as it is based on vcry large sample size, i.e., one 

in five households. Operational defi nitions concerning activity, work and 

employment statuses were the same for the two censuses and hence a va lid 

comparative study can be conducted. 

in add ition, the study is based on the 1984 boundary in order to exclude 

Akaki town from the 1994 census data. The exclusion of thi s town in the 

comparative study may control the confounding factors that may arise due 

to boundary effect. Specificall y, Weredas 26, 27 and 28 are excluded from 

the 1994 data, as they are new additions to Addis Ababa from the Akaki 

Sub-urban areas. In addition, rural areas of Addis Ababa in the 1994 census 

are excluded, as they were not part of the town during the 1984 census. 
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METHODS OF ANALYSIS 

Proportions 

Population proportions are used to assess various changes observed in a 

decade. Suppose that the number of units in the population (N) with some 

characteristics falling in the ilh category is N i , then the proportion of persons 

in the ilh category can be given by Ci = Ni fN (Cochran 1977: 50). The 

difference between the two proportions computed at different periods for 

the same population is, therefore, given by (Ci(t+ l) - Cit), where t and t+1 

stand for the first and the second periods, respectively. To simplify 

di scussion, differences in proportions can be multiplied by 100, i.e., (Ci(t+l)

Cil) x IOO, which gives the percentage point difference between the two 

reference periods. 

Component analysis 

The method of component analysis suggested by the United Nations is used 

to assess the relative contribution of population growth, activity and 

unemployment rates for the growth of the unemployed population with in a 

decade (UN. 197 1). 

The total change in labor force between the two census periods (P2A2 -

PIAl) is given by the sum of the changes in the labor force due to changes 

in population size (P2A\ - PIAl) and activity rates (P2A2 - P2Al), and it is 

expressed by the following formula: 
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The total change in the size of the unemployed population between the two 

census periods (Pz A2 Uz• PI AIU I) is given by the sum of the changes in 

the size of the unemployed population due to changes in population size (Pz 

Al UI . PI AIUI), activity rates (Pz AZUl· Pz AIUI) and unemployment 

rates (P2 Az Uz · Pz AZUl). This can be expressed by the following fonnula: 

Pz Az Uz • PJ A1UI = (Pz AI UJ ~ PI AIU I ) + (Pz A2UI • Pz AtU I) + (Pz Az 

U, - P, A, U,) 

Where, 

1 = the 1984 census and 2 = the 1994 census 

PI, Pz = population aged 10 years and above for the year 1984 and 1994, 

respectively. 

AJ, Az= Activity rates for the year 1984 and 1994, respective ly. 

U I, U2 = Unemployment rates for the year 1984 and 1994, respectively. 

PtAI and PzAz = total labor force for the year 1984 and 1994, respectively. 

PZA1 = total labor force in 1994 census estimated by 1984 acti vity rates 

PIAtUI and PzAzU2= total unemployed population in 1984 and 1994, 

respectivel y. 

Pz Al U I = total unemployed population in the 1994 census estimated by the 

1984 activity and unemployment rates. 

Pz AZUI = total unemployed population in the 1994 census estimated by the 

1994 activity rates and by the 1984 unemployment rates. 
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The relative percentage contributions can be computed by the following 

formulas: 

(P2A] - P]Al)1(P2A2 - PIAl) x 100 = relative percentage contribution of 

population growth for the change in the labor force between the two 

periods. 

(P2A2 - P2AJ)/(P2A2 - PIAd x 100 = relative percentage contribution of 

activity rates for the change in the labor force between the two census 

periods. 

(P2 Al UI - PI AIUI) /(P2 A2 U2 - PI AIUI) x 100 = relative percentage 

contribution of population growth for the change in the unemployed 

population. 

(P2 A2UI - P2 AIUI) I(P2 A2 U2 - PI AIUI) x 100 = relative percentage 

contribution of activity rates for the change in the unemployed population. 

(P2 A2 U2 - P2 A2UI) I(P2 A2 U2 - PI A]DI) x 100 = relative percentage 

contribution of unemployment rates for the change in the unemployed 

population. 

RESULTS 

Cbange in Proportions 

Values presented in Table 1 are computed by subtracting the proportion of 

the 1984 from the proportion of the 1994 census times 100. These values 

indicate the changes in proportions observed over a decade in tenus of 

percentage points. The negative values indicate a decrease, while the 
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positive values indicate an increase in the proportion of persons in that 

particular category. 

The proportion of the total population in the age group 15-64 (the domain of 

the labor force) increased by 12 percentage points, while it decreased for the 

other groups. There is no major difference between male and female 

concerning changes in the proportion of the population in the three broad 

age groups over a decade. 
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Table 1: Change in Percentage Points Between the 1984 and 1994 Census Results 

Categories Male Female Total 

Population Size 
0-14 Years -12.6 -10.5 -11. 5 
15-64 Years l2.8 11.2 12.0 
65+ Years -0.2 -0.7 -0.4 

Activity rates 4.7 10.3 7.8 
Unemplovment rates 22.7 27.5 24.9 
Unemployed population with work experience 0.47 -6.23 -2.64 

LCCha!!&e in absolute number) (30234) (9438) (39,672) 
Employment Status 

Employer 0. 79 0.63 0.28 
Self·employed 2.18 2.82 2. 36 
Government Employed -8.81 0. 37 -5.56 
Private Employed 5.93 -2 .99 2. 83 
Member of Cooperative -0.60 -0.64 -0.6 1 
Unpaid Family worker 1.14 1.48 1.27 
Others -0.64 ·0.42 -0.56 

Unemployed Population by Educational Level 
Illiterate -6.92 -1.39 -4.21 
Non.rej!;ular -4.27 ·0.51 -2.36 
Grade 1-3 · 10.73 -11.21 -10.98 
Grade 4-6 -0.60 0.83 0.16 
Grade 7·8 6.52 6.00 6.29 
Grade 9-11 3.91 3.03 3.50 
Grade 12 completed 8.30 1.19 4.67 
Beyond Grade 12 3.78 2.07 2.94 

Inactive Population: 
Student -1.37 2.34 1.54 
Home Makers -0.08 -0.55 -1.00 
Disabled 0.63 0.32 0.44 
Pensioners 1.19 3.87 3.08 
Prostitutes - -5.51 -3.64 
Others -0.35 ·0.49 -0.41 

The proportion of persons in the labor force increased over a decade by 

eight percentage points, whi le the number of people who are unemployed 

increased by 25 percentage points between the two periods. An 
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improvement was observed among the fcmale population with respect to 

their activity status when compared with the male population (tcn versus 

fi ve percentage points) . The proportion of unemployed persons increased by 

28 percentage points for females, and by 23 percentage po ints for males 

during the period. 

While the proport~on of the total unemployed population with work 

experience decreased by three percent, a significant increase in abso lute 

number (by 39,672) was observed. The proportion of the unemployed 

population wi th work experience increased for males, while it decreased for 

females during the period. With respect to absolute number, the increase 

was much higher for males than females. 

The proport ion of the total unemployed population decreascd alllong 

persons who are ill iterate, who attended non·fomlal education, and those 

who completed grade one to three, while it increased among the other 

groups. The highest increase (i.e. six percentage points) was observed 

among persons who completed grade seven to eight for the total and femal e 

population, while the highest increase was observed among grade 12 

completed persons in the case of the male population. There was also an 

increase in the proportion of unemployed persons among those with an 

educational level 'beyond grade 12. 

The percentage of persons employed in government organizations and those 

who are members of cooperatives decreased between the two census 

periods, while the percentage increased in the other categories of 

employment status for the total and male population. The percentage of 
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female population employed in the government sector increased by less than 

one percentage point, while it decreased by three percentage points in the 

private sector over the decade. 

For the total, the percentage of persons who are not in the labor force 

(inactive population) due to school enrollment, disability and retirement 

increased over the decade, while the percentage decreased for the other 

categories. The highest increase in proportion was due to retirement: 3.1 

percentage points for the total, 1.2 percentage points for male and 3.9 

percentage points for female. Inactivity due to prostitution decreased by 5,5 

percentage points between the two periods . 
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Change in Proportions by Age Groups 

Changes in activity rates, unemployment rates and percentage of the 

unemployed with work experience by age group are presented in Figure 1. 

A decrease in the activity rate was observed in the age group 10-14,45-49 
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and ages 55 years and older, while an increase was obscrved in all other age 

groups. The change in the activity rates increased with age group up 10 thul 

of25-29 and declined afterwards. 

As explained by the positive values of changes in percentage points, an 

increase in the unemployment rates is observed in all age groups in the 

decade. The highest percentage point difference is observed in the age 

group 20-24 followed by the age group 10- 14. Changes In the 

unemployment rate decrease with age groups between 20-24 and 35-39, 

stahle between 40-44 and 50-54, and show an increasing pattern afterwards. 

With regard to the unemployed population with work experience, the 

changes in percentage points were negative between the age groups 10-14 

and 25-29, and positive in all other age groups. This impl ies th aI a decrease 

in the proportion of unemployed population with work experience was 

observed between the age groups 10- 14 and 25-29, while an increase was 

observed in the age groups 30-34 and above. But, it docs nol mean that the 

number of persons unemployed with work experience decreases between 

the age groups 10-14 and 25-29; on the contrary, the absolute number of 

persons unemployed with work experience increased over the decade in 

almost all age groups (CSA 1987, CSA 1995). Change in percentage points 

increases with age up to the age group 45-49 and decreases afterwards. 

Relative Contributions 

Contribut ion of population growth and activity rates for the total change in 

the size of the labor force over the decade is presented in Table 2. Out of the 

total increase in the size of the active population between 1984 and 1994, 
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77.5 percent is the contribution of population growth relative to a 22.5 

percent increa.<;e due to the change in the activity rates. The impact of 

population growth relative to activity rales is 89.5 percent and 63.8 percent 

for male and female populations, respectively; and that means 25.7 

percentage points higher in males than in females. 

Table 2: Percentage contribution of population growth and changes in activity 
rates for the total change in the labor force population 

Percentage Percentage Total 

Total labor force contribution contribution change in 

of population of activity labor fo rce 

So> growth rates population 

1984a I 994a 1994 

1 2 3 4 j~4-2)1(3·2) 6-(3-4)1(3-2) 7-(3-2)1(3-2) 

,\00 d OO ,\00 

Male 29,5437 492,45 1 471,799 89.5 10.5 100 

Female 174,018 345,335 283,256 63.8 36.2 100 

Total 469,455 837,786 755,056 77.5 22.5 100 

• Note: ObselVed Eslm13ted by the 1984 actIVity rate 

The relative impact of population growth. activity rates and unemployment 

rates on the size of the unemployed population over a period of a decade is 

presented in Table 3. Highest percentage change is contributed by 

unemployment rates followed by population growth for the total, the male 

and the female populations. The contribution of population growth and 

activity rates are higher among female than male populations, a difference 

of 1.3 and 4.5 percentage points, respectively. Unemployment rate 

contributed 5.8 percentage points higher for male than female populations. 
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Table 3 : Percentage contribution of population growth, activi ty rates and unemployment rates on the total 

change in the unemployed population between 1984 and 1994 

Total unemployed population 

Percentage Percentage Percentage 

S" 1984 1994 contribution contribution of contribution of 
of population activity nues unemployment 

growth rates 

I' ,A,U, r ,A)U, P, A,U, P:A1U, 

I , 3 • , 6-(4-2)1(J-2pclOO 7-(S-4)1(3-2)x lOO 8-(3-S)I(3-2)xlOO 

Male 24,320 152,41 3 43,246 46,804 14.8 2.8 82.4 

Fen13le 24,940 144,339 44,168 52,899 16.1 7.3 76.6 

Total 49,260 296,752 87,414 99,703 15.4 5.0 79.6 
, 

---
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Relative Contributions and Age Groups 

The relati ve impact of popUlation growth, activity rates and unemployment 

rates on the growth of the size of the unemployed population by age grOU~S 
are presented in Figure 2. The impact of unemployment rate was mut h 

higher than the impact of popUlation growth and activity rates in all age 

groups. Population growth has a strong impact next to unemployment rates 

in all age groups, except in the age group 30-34 at which its impact is 

lighter than the impact of activity rates. The relati ve percentage 

contribution of activity rates declined over the decade in the age groups 10-

14, and 55 and older age groups. 
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DISCUSSION AND CONCLUSION 

The distribution of the total population of Addis shows a slight change over 

the decade. A decrease in the percentage of the youth and the elder 

population is observed between 1984 and 1994. This may contribute to a 

decline in the age dependency ratio, and affect the size of the labor fOfi:e. 

The overall increase in the activity rates by about eight percen tage poinls 

over the decade may have many implications that demund further 

investigat ions. The higher percentage poi nt increase among feilla ies than 

males needs further research work. The highest percentage point increase is 

observed in the age group 25-29, which may be main ly due to the rlcason 

that many students join the labor force afier Ihe completion of secondary 

school in this age group. 

The study shows an increasc in unemployment rale and hence an increasc in 

the size of the unemployed population over the decade. The f~:male 

unemploymcnt rate increased more than that of male by just five percc'nlage 

points. The possible reason for this may be that the rale of job creation in 

the economy may be very much slower than the rate of increase in the labor 

force, which needs further economic survey. Every year, a great number of 

students graduate from secondary schools, many of whom join the cat<:gory 

of the population called " fi rst time job seekers" or "unemployed without 

work experience" (CSA 1985, CSA 1995). If the economy is not able to 

create adequate jobs that can absorb this group of population, then the: size 

of the unemployed population is going to be inflated by such an amount of 

job seekers. The increase in the unemployment rate is much higher in thc 

69 



Gjrma Kassje: Population, Labor Force and Unemployment in Addis ..... 

age group 20-24 for both sexes, which may be due to the reason that many 

grade twelve graduates are in this age group. 

The proportion of unemployed persons who completed grade four and 

above increased over the decade. Particularly, the increase in the percentage 

of the unemployed among persons who attended education beyond grade 

twelve needs further investigation and policy consideration. Even if a 

decrease in the percentage of the unemployed population with work 

experiences was observed, the size increased by a noticeable amount, and it 

was more pronounced among the male population. Maximum increase in 

the proportion of this group was observed in the age group 45-49. If there 

was no job displacement in the period, the size of the unemployed 

population with work experiences in 1994 is expected to stay as it was in 

1984 or to decline. But rather than declining, the size increased by a 

significant amount. This demands further investigation to identify 

contributory factors for the increase in the unemployed population with 

work experiences during the period. 

Among the total employed population, the proportion of employers, self

employed and private employees increased while the proportion of 

employees in the government sector declined during the period. The 

proportion of the female population employed in the government sector 

increased, while the population of females employed in the private sector 

decreased during the period. Being homemakers and prostitution as reasons 

for inactivity decreased over the decade. In contrast, the percentage of 
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persons not in the labor force due to disability and pension increased in the 

period. The prime reasons for such differenti als need further in vesti gations. 

To conclude, it can be deduced from thi s stud y that the major factor for the 

growth of the labor force relative to acti vity rates is population growth . The 

impact of population growth on the increase in the size of the labor force is 

higher for males than females. On the other hand, population growth is the 

second major contributory factor, next to the unemployment rate, for the 

growth of the unemployed population. Its impact is higher for fema les Ihan 

males, whieh needs further investi gation . 

It is also understood from thi s study that a 15.4 percent declinc would be 

attaincd in the size of the unemployed population by control ling the growth 

of the total population. Thus, reducing the unemployed population by a 

sizeable amount is possible by affecting the underlying factors Ihal have 

strong impact on the growth of population. Thus, programs with the 

objective of controlling population growth, and creating new jobs in urban 

areas have to be encou~aged. Minimizing the push factors (inadequate 

socio-economic services) in rural areas will have a significant role In 

controlling the growth of population in urban areas due to migration. In 

add ition, timely response by the government fo r the national and 

internationa l investors wi ll have a paramount role in creating new jobs for 

the unemployed persons in urban areas, particularly in Addis Ababa, the 

capital of the country. 
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