introduction
Ethiopia is among the least
urbanized countries in Africa,
but it is quickly making up
for lost time: the share of its
population residing in cities
is expected to double to 30%
by 2020. While urbanization
offers tremendous promise
for economic, social, and
sustainable development, the
cities of Ethiopia had limited
capacity to cope with the
explosive growth in urban
populations. This resulted in
high urban unemployment,
low governance capacities,
weak infrastructure and
constrained municipal
financing.
Ethiopia has been
transforming its cities into

1.1 KEY INTERVENTIONS

engines of economic growth
by improving the performance
of priority municipal services
and infrastructure in 19 cities
that together comprise 42%
of its urban population.
This has been enabled by a
$150 million loan from the
World Bank. Known as the
Urban Local Government
Development Project, its
activities were implemented in
partnership with the Ministry
of Urban Development
and Construction. Today, it
provides a powerful model
for how governments can
transform and beautify city
centers in ways that generate
extensive local employment
opportunities.

The project uses an innovative
system of performance-based
grants targeted at improving
the effectiveness of urban
local governments. This facility
provided Ethiopia’s cities, for
the first time, with access
to timely, transparent, and
predictable funding—provided
they met objective performance
criteria. Coupled with capacity
building activities, the project
provides cities with both the
means and incentives to focus
on improving critical areas of
city management. In particular,
by linking financial transfers to
clear, independently assessed
performance indicators,
the project motivates cities
to improve performance in
competition with their peers.
The streets of Addis Ababa and
other Ethiopian cities too often
consist of dirt roads that are
dusty in the dry season and
flooded in the wet season. The
majority of the funds were used
to upgrade this infrastructure
through the construction of
roads. In particular, the focus
on cobblestone roads helped
improve mobility, beautify
neighborhoods and increase
property values and tax
revenues.

20%
municipal
service delivery
has grown by
20% since 2007

The project’s market-oriented
focus on labor-intensive
cobblestone paving using local
materials created opportunities
for local entrepreneurs
and laborers in quarrying,
chiseling, transport, paving
and tool productions, thereby
encouraging the creation of
numerous micro and small-scale
enterprises (MSE’s). These new
local jobs provided employment
opportunities for youth, women,
people with disabilities and the
previously unemployed. It also
generated employment among
farmers in the surrounding areas,
who could obtain extra money
by chiseling stones and selling
them to MSE’s, earning as much
as $100 per week.

expressed priorities of the
citizens through consultations
that have now become
widespread.
With infrastructural
improvements there has been
diminished impacts from
flooding and increased mobility
of residents.
Overall citizen satisfaction with
municipal service delivery has
grown by 20% since 2007. In
fact, citizens appreciate the
cobblestone roads, bridges, and
drainage systems so much that
they are now contributing their
own funds to construct more.

1.3 GOVERNANCE
Institutionalizing citizen
participation through
capacity building: cities in
Ethiopia previously did not
systematically consult with
their citizens to determine their
investment priorities—or even
inform their citizens of such
decisions. To improve local
governance, the performancebased grants included
incentives coupled with
capacity building to help cities
adopt participatory planning
and budgeting methodologies.
As a result, the project has
helped cities institutionalize
meaningful consultations
with their citizens so that the
infrastructure improvements
are guided and prioritized by
the needs of the public.

conclusion
The program has transformed city centers into lively
and welcoming places in which to live, work and
visit by improving urban governance, infrastructure
and public services for over 2.8 million residents.
With high citizen satisfaction and government
buy-in, the government with the support of the
World Bank plans to expand the program to another
18 cities. The project’s success offers important
lessons for others cities across Africa as well as
other countries that are tackling the challenges of
managing rapid urban growth.

1.2 MEASURABLE
OUTCOMES
The project has been very
successful, with the participating
cities surpassing their
performance targets and the
beneficial outcomes have been
manifold.
Economically the Urban Local
Government Development
Project has financially impacted
both individuals as well as the
government. Property values
have increased significantly
as has investments in private
homes. There has also
been a dramatic increase in
government revenue, which in
eight cities has seen a growth in
excess of 25%. From a societal
perspective the project has led
to the employment of 92,000
local workers, more than 30%
of whom are women. The
increase in the number of small
businesses opening has been
met with a drop in crime and
narcotics use, as more and
more youth gain employment
through the program.
Furthermore investment plans
were closely aligned with the
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The infrastructural improvements
that Addis Ababa and 18 other
cities in Ethiopia have undertaken
provides a powerful model for
how governments can transform
and beautify city centers in ways
that generate extensive local
employment opportunities. Enabled
by a loan from the World Bank, the
majority of the funds were used to
upgrade infrastructure through the
construction of roads. In particular,
the focus on cobblestone roads
helped improve mobility, beautify
neighbourhoods, and increase
property values and tax revenues.
The project’s success offers important
lessons for others cities across Africa
as well as other countries that are
tackling the challenges of managing
rapid urban growth

Government
revenue of
eight cities has
grown over
25%

Citizen
satisfaction has
grown by 20%
since 2007
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COORDINATES

9°1’48”N 38°44’24”E
AREA

530.14 km2
(204.7 sq mi)
POPULATION

3,384,569
DENSITY

6,384.3/km2
(16,534.3/sq mi)
GDP (Ethiopia)

$26.9 billion
URBAN POPULATION (Ethiopia)

16.8%

Investment plans are
aligned with priorities
of the citizens
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Property values have
increased significantly
Public
consultations are
more widespread
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