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Direction from the
Prime Minister

Construction industry benefits much when the stakeholders including regulatory
body could all work collaboratively, transparently, and with trust. Our construction
sector is often described as adversarial and risky-there are often winners and
losers. It’s common behaviour for people to inappropriately shift risk onto the other
party, and this must change so people take on the risks that they are in the best
position to manage. Rather, there should be a culture of collaboration, fairness and
shared success. | say this with the spirit of “Medemer” which envisions a process
that is not just efficient but comprehensive, fosters culture of meaningful
collaboration. In Ethiopia, Medemer matters in all our endeavors! No area benefits
more from it than construction and construction industry. In Government, we
aren’t merely talking about this principle; we push everyone to live and appreciate
in all their works, guiding the stakeholders’ daily interactions, communication, and
how they handle challenges. | feel it’s also this growing shared set of values that
would make the DCI and our nation so great.

And so, it is good to know that this DCI Reform and Transformation Road Map,
designed along this line and with this in mind to lead the Construction Industry in a
holistic approach, rooted in the belief that when stakeholders work together, the
challenges we are facing are imminent, possibilities for growth are endless.

For individual companies, my message is that success at one time, in one project
should not be your ultimate goal; it’s about the overall success of your Industry; an
industry that is efficient and exceed expectations. This means it is not only
prioritizing the success of your clients, but also that of subcontractors and all
stakeholders involved in the project; because you are building the nation. My
government including the Ministry of Urban and Infrastructure do not just look and
satisfy with a success of an individual’s project but values more what’s best for the
Industry and the nation. In coming few years to come, | am eager to see the Industry
is beginning to change delivering more projects efficiently at wider scale and
ensuring that all our works are sustainable and the Industry as a whole is
trustworthy and dependable.




Finally, the industry as a whole should enhance coordination and cooperation
across the value chain, and agree on common goals and standards. And to gain the
support of society at large, the industry again needs to work collectively with all
stakeholders, along multiple dimensions. The government, both as regulator and
often as key project owner-is ready and committed to create a fertile environment
for the transformation of the construction sector.

H.E. Abiy Ahmed (Ph.D.)
Prime Minister of Ethiopia and
Chairman of the Construction Industry Council




Message from the
Minister

This is an exciting time for Ethiopia’s construction industry; a sector vital to our
nation’s growth. Yet, transformative change is imperative. Over the past year, we
have advanced the ambitious goals of the 10-Year Perspective Plan while driving
bold initiatives like the Corridor Development Program and other flagship projects.
These efforts are creating a robust pipeline of public and private construction
opportunities, fostering performance improvements through shared best practices,
enhanced stakeholder confidence, and standardized, efficient project delivery.
Building on these successes, we are poised to achieve even greater progress in the
coming years.

Through extensive industry consultations, we have listened to your concerns,
evaluated our progress, and drawn lessons from both challenges and
achievements. We have also studied global best practices to understand how
collaborative governance can accelerate sectoral transformation.

This DCI Reform and Transformation Road Map appropriately recognizes the
structural and operational deficiencies of Ethiopia’s construction sector and rightly
emphasizes the urgency for reform. However, for better alignment with Ethiopia’s
10-Year Development Plan (2021-2030), the Construction Industry Policy, and
recent research findings, the narrative needs a more systemic and evidence-based
framing. These frameworks stress integrated development, competitiveness,
industrial capacity building, sustainability, and private sector involvement. The
current draft lacks strong integration of these cross-cutting themes and does not
clearly link the reform strategy to broader national development goals, such as job
creation, urbanization, climate-resilient infrastructure, or industrialization.

This moment presents a historic opportunity: government and industry working
together to deliver the change Ethiopia needs. Today, | am proud to launch this
revised Reform and Transformation Roadmap—an actionable blueprint for
progress. While we recognize the scale of the challenges ahead, this plan marks a
critical step forward in addressing systemic issues, guided by the principles of
‘Medemer,” our ongoing socio-economic reforms, and the Homegrown Economic
Reform Agenda.




Success, however, depends on collective action. | urge every leader in this sector to
engage in dialogue, collaborate on solutions, and champion transformative

practices. Each of you has a role to play in shaping a more competitive, sustainable
construction industry.

Let us seize this opportunity together.

H.E. Chaltu Sani
Minister, Ministry of Urban and
Infrastructure




Preface by the
State Minster

Let me begin with excerpts from the Medium Term Development and Investment
Plan of February 2024 of Ministry of Planning and Development with regard to
Construction Sector:

“The construction industry remains to be a significant contributor to overall economic
growth and job creation. Despite the significant government reforms and support
mechanisms over the past years, the sector is still characterized by several productivity
inefficiencies, administrative malpractices, low technical capabilities, and heavy
dependence on the external economy for raw material imports. The government is
committed to developing a modern construction industry information system, enhancing
the efficiency and effectiveness of construction and infrastructure projects, improving
construction management and control systems, and promoting competitiveness and
customer satisfaction in the construction industry” (Page 64 of 237).

This DCI Reform and Transformation Road Map is a revisit of 30 Years
Construction Industry Transformation Road Map of March 2021; and part of MUI’s
10 Years Infrastructure Sector Road Map of January 2022. The revision and
development of this Road Map is emerged after the strategic assessment and
diagnosis of ‘why the current efforts for developing the Industry have not been
successful despite numerous operations, opportunities and prospects’. It is
prepared with a review and consideration of :

e Challenges and progresses so far in construction sector and construction
industry;

e Council of Ministers Regulation to provide for the establishment of the
Construction Industry Council, December 2017; and priority actions for the
year---2025 and 2026;

e Ethiopian Construction Industry Think Tank Group Establishment Directive
(draft), July 2024,

e Medium Term Development and Investment Plan by Ministry of Planning and
Development (February 2024);

¢ Astudy sponsored by Construction Management Institute;

e Revised Construction Industry Policy (draft), March 2025;

e New Construction Industry Proclamation (draft), March 2025; and

e Aseries of discussions and consultations with industry stakeholders.




Having these in mind, we would like to acknowledge the significant work put into
improving the performance of our construction industry over the years by a group
of experts, industry practitioners, sector officials and academicians who are also
involved in developing this plan. Even though the performance of the past three
years of the sector were not stable and not promising for different reasons, it’s
important we build on the valuable partnership created through different platforms
and work to make the sector a success for everyone. We still ask everyone to
actively support this plan and to consider how they can play a part in creating a
better construction sector.

This ambitious seven-year plan and beyond has six major pillars with multitude of
programs and flexible projects/actions in each that will help make the shift needed
to create a high-performing sector. The six Pillars are: (i) Policy, Regulatory and
Legal, (ii) Industry Dynamics, (iiij Operations/Project Delivery, (iv) Business,
Competitiveness and Sustainability, (v) Institution, Leadership and Governance,
and (vi) Accountability and Visibility.

The success of the Construction Industry will be measured against the set goals and
result indicators developed as part of the Plan. This plan is about getting the basics
right and it’s acknowledged that there will be more detailed work to do. In the spirit
of Medemer with principles of building trusting relationships and acting with
collective responsibility, this Transformation Road Map is a shared plan and should
jointly be owned by industry and the government. The leadership group in Ministry
will be working with industry organizations, federal and regional/city governments
and their relevant agencies, and individual industry participants to develop and
implement targeted programs and initiatives. This cross-sector approach will
maximize the reach of the Road Map and ensure that it can make a real difference in
the sector.

Finally, | am pleased to inform all concerned that this Road Map is flexible in nature
and evolving to account for any mindful and thoughtful suggestions coming from
different angles. This means that the active role played by the Stakeholders will be
a determining factor for successful implementation and way forward of the Road
Map. | hereby assure you that the Ministry’s meaningful support and effective
guidance, improved working relation with key industry players will be enhanced and
considered as a prerequisite to downstream implementation.

Yetmgeta Asrat

State Minister

Ministry of Urban and Infrastructure
(June 2025)




I. Why Construction and Construction
Industry Matter?

Ethiopia’s 10-Year Development Plan (2021-2030) identifies infrastructure
development as a critical enabler of economic transformation, targeting sectors
such as transport, energy, telecom, water, and urban housing to drive
industrialization and inclusive growth. The construction industry plays a pivotal role
in this vision, as it facilitates the delivery of essential infrastructure; roads, dams,
power systems, railways, and digital networks; that underpin productivity,
connectivity, and service delivery.

The construction sector absorbs a significant portion of the national budget and
contributes substantially to GDP, reflecting its macroeconomic importance. Private
sector participation is also growing, with investments in fixed assets, machinery,
and infrastructure projects. However, despite its strategic role, the industry faces
severe inefficiencies that hinder Ethiopia’s development ambitions.

Research findings and project performance audits consistently reveal systemic
challenges: chronic delays, cost overruns, and substandard quality plague in public
and private projects alike. These inefficiencies delay communities’ access to critical
infrastructure, exacerbate construction cost and inflation, and shorten the lifespan
of assets; undermining the sector’s potential as an economic catalyst. The
Construction Industry Policy (2025) highlights these gaps, emphasizing the urgent
need for capacity building, technology adoption, and stronger regulatory
enforcement to improve delivery.

Given the sector’s centrality to Ethiopia’s growth agenda, immediate and aggressive
interventions are imperative. Aligning industry practices with the 10-Year Plan’s
targets; through enhanced project management, local capacity development, and
public-private collaboration; will be essential to ensuring efficient, sustainable, and
high-quality infrastructure delivery. Clearly, aggressive intervention is not only
necessary but urgently required.




Il. Contextual Overview and Key Challenges

Despite the pivotal role of the construction sector in national development, various
studies and assessments have consistently shown that Ethiopia’s domestic (local)
construction industry remains significantly under performing. According to findings
synthesized in the development of Ethiopia’s 10-Year Development Plan (2021-
2030) and the Construction Industry Policy, the industry faces structural and
systemic limitations that hinder its productivity, competitiveness, and contribution
to sustainable growth.

For instance, an aggregate review of productivity data between 2015 and 2020
shows that the operational efficiency of equipment managed by local contractors
in the road construction sector is less than half (approximately 46%) of that
achieved by Chinese firms operating in Ethiopia. This performance gap is mirrored
in project delivery timelines: the average time overrun for local firms is double that
of foreign firms, and exceeds internationally accepted standards by over 350%.

Beyond operational shortcomings, deeper organizational and managerial
deficiencies exist. Local firms consistently score low in key performance areas such
as strategic leadership, innovation, quality management, and institutional culture,
as revealed by assessments based on the European Excellence Framework. These
deficits are exacerbated by fragmented business structures, a lack of investment in
skills and technology, and limited adoption of modern construction practices.

Major Bottlenecks Identified
1. Capacity Constraints

e Predominantly individual-led enterprises with limited institutional depth.
Low technical and managerial capacities among contractors and consultants.
Poor labor productivity and limited skilled workforce.
Slow uptake of innovation and low technological readiness.

2. Regulatory and Institutional Weaknesses
e Conflicting and outdated regulatory frameworks.
e Weak enforcement and monitoring by regulatory authorities.
¢ |nefficient registration and licensing systems.
e Absence of a modernized and operational Construction Industry Road Map.
e Poor coordination and leadership among stakeholders.




3. Industry and Market Dynamics/ Business and Industry Dynamics

Outdated Project Delivery Systems: Reliance on traditional project
management approaches, limiting efficiency and innovation.

Unstable Work Opportunities: Inconsistent project pipelines and contract
structures that disproportionately favor foreign firms in donor-funded projects,
marginalizing local contractors.

Sector Fragmentation: A highly decentralized industry with weak collaboration
among stakeholders, hindering economies of scale and knowledge sharing.
Financial Vulnerability: Low-profit margins due to aggressive bidding practices,
reducing companies’ ability to withstand market fluctuations or project
disruptions.

Inadequate Risk Management: Poor risk assessment and mitigation strategies,
exacerbating project delays and cost overruns.

4. Financial and Resource Limitations

Limited access to finance, modern equipment, and skilled labor.

Inadequate institutional mechanisms for credit, leasing, and professional
development.

Donor funding conditions that marginalize local firms and discourage capacity
building.

5. Environmental and Construction Input Challenges

Lack of Sustainable Practices: Minimal adoption of environmentally friendly
construction methods and materials

Dependence on Imported Materials: Heavy reliance on foreign-sourced
construction inputs, creating supply chain vulnerabilities

Inadequate Workplace Conditions: Substandard safety protocols and frequent
occupational hazards at construction sites, and Poor overall working
environments that fail to meet international standards

6. Malpractices and Cultural Issues /Ethical and Operational Challenges

Unethical Business Practices: - The sector suffers from widespread corruption,
including rent-seeking behaviors in bidding/contract processes and financial
mismanagement in both public and private projects.

Flawed Procurement Systems: - Current procurement mechanisms lack
transparency and competitiveness, fostering unfair business environments.
Unprofessional Work Culture: - There is a pervasive pattern of substandard
professional conduct and lack of accountability across operational levels.
Erosion of Trust: - These issues have led to growing stakeholder dissatisfaction
and eroding confidence in sector institutions.




Challenges in Industry Competition and Consultancy Services

The construction industry's competitive culture remains unprofessional and
unethical. Rather than fostering merit-based competition, the sector relies heavily
on preferential treatment and protective measures that undermine genuine market
competitiveness. Industry participants - regardless of size - frequently pressure
clients for special consideration instead of improving their market responsiveness.
This entrenched practice of lobbying for preferential treatment has become
normalized, demonstrating the significant cultural shift needed to establish market-
driven professionalism as the foundation for developing truly competitive local
capacity.

The consultancy sector, which should guide industry development, faces equally
serious challenges:

1.Unsustainable Fee Structures

Current consultancy fees represent just 0.5% (buildings), 1.0% (roads), and 2.0%
(water projects) of project costs - a drastic decline from the 3-5% standard of
previous decades. This race to the bottom stems from cutthroat competition for
public projects, while private sector work suffers from even weaker oversight.

2.Brain Drain and Quality Erosion

Experienced consultants have exited the market, leaving behind practitioners who
often deliver substandard work with significant cost and quality implications for
projects.

3.Environmental and Ethical Failures

Many consultants neglect environmental impacts, while some engage in corrupt
practices with contractors and suppliers - a critical vulnerability given the sector's
high-value projects. These systemic issues reflect deep structural deficiencies in
management, technology, skills, and financing that collectively undermine the
industry's global competitiveness. While stakeholders acknowledge these
challenges, their full impact on sector competitiveness remains underestimated.
This situation demands urgent, comprehensive reform - a complex but essential
undertaking for Ethiopia's construction industry transformation.




The competitive culture within the industry is weak and often shaped by lobbying
for preferential treatment rather than performance. Protective policies meant to
foster growth have inadvertently created a dependency mentality, inhibiting firms
from adapting to market demands. Ethiopia must now instill a culture of
performance-based competition and reduce reliance on regulatory protections.

These challenges make Ethiopia’s domestic construction sector uncompetitive by
both regional and global standards. Addressing them will require a long-term,
integrated reform program—one that focuses on regulatory coherence,
professionalization, digital transformation, financing mechanisms, and a robust
industry governance structure.

The reform agenda outlined in this Road Map recognizes these challenges and calls
for a multi-sectoral approach that strengthens the construction ecosystem while
ensuring alignment with Ethiopia’s broader economic transformation agenda.

I1l. Challenges and Lessons: Toward a
Transformative Construction Sector

Over the past three years, Ethiopia’s construction sector has engaged in significant
efforts to advance the objectives outlined in the 10-Year Perspective Development
Plan (2021-2030). In this process, continuous engagement with stakeholders,
bench-marking international best practices, and self-assessment of sectoral
performance have revealed critical challenges as well as valuable lessons that must
guide the path forward.

Key Challenges and Insights

1. Low Sector Competitiveness and Reform Gaps: Despite reform efforts, the
performance of the domestic construction industry remains well below
competitive thresholds. Analysis across key performance indicators indicates that
without a comprehensive and properly designed reform agenda, progress will
remain fragmented and ineffective. Future reforms must address structural and
systemic issues holistically.

2. Underperformance against Targets: The DCI has registered a growth rate of only
5.4%, far below the 17% target set by the Ten-Year Plan. This significant shortfall
demands urgent and strategic intervention to realign efforts with national
infrastructure and industrialization goals.




3. Persistent Technological Lag and Resistance to Change: The construction sector
has remained largely static in its methods, showing strong resistance to the
adoption of new technologies. Countries that have overcome similar challenges
have done so by cultivating innovation ecosystems supported by regulatory
frameworks that enable experimentation, knowledge sharing, and scaling of proven
solutions.

4. Fragmented Innovation and Disconnected Knowledge Sharing: While innovation
exists within the sector, it is often isolated and uncoordinated. A central challenge
is the lack of data-driven insights and sector-wide platforms for timely, evidence-
based decision-making. Through its Construction Management Institute and the
Ethiopian Roads Administration, the Ministry of Urban and Infrastructure must act
as a knowledge integrator, supporting learning platforms and celebrating innovative
practices that can be scaled nationally.

5. Leadership and Collaborative Governance: The transformation of the sector
cannot be driven by government alone. A robust public—private partnership model
is required, where associations, academia, private sector leaders, and regional
governments coalesce around a shared framework. This includes clear articulation
of vision, principles, and goals, and a responsive, agile regulatory environment to
support innovation and market development.

6. Digital Transformation for Industry Modernization: The integration of digital
technologies, including BIM (Building Information Modeling), project management
software, and data-driven monitoring tools, must be at the heart of sector reform.
An industry-wide digital roadmap should guide adoption and promote
interoperability among stakeholders, enabling efficient planning, procurement, and
delivery.

7. Performance and Excellence Initiatives: Institutionalizing a national Construction
Excellence Initiative will foster competitiveness through performance bench-
marking, recognition of best performers, and incentives for innovation,
sustainability, and quality across multiple categories.

8. Strengthening the Role of the Construction Industry Council: The Construction
Industry Council, envisioned as a collaborative platform, must be fully initiated to
coordinate across government and industry to address regulatory ambiguities,
improve leadership coherence, and ensure a predictable project pipeline—all of
which are essential to build investor confidence and improve project outcomes.




9. Construction Think Tank: Strategic Foresight and Innovation: The MUI must
establish a Construction Think Tank—a multidisciplinary advisory group comprising
experts from both within and outside the sector—to challenge entrenched
assumptions, scan global trends, and provide strategic foresight. This will enhance
evidence-based planning, especially for mega infrastructure programs.

10. Construction Leadership Summit and Policy Dialogue: A structured annual
Construction Leadership Summit such as Infrastructure Week should be
institutionalized to enable peer learning, experience sharing, and sector-wide
consensus-building. These forums will help stakeholders aligh on national priorities,
review sector progress, and collectively plan the way forward.

1IV. DCI Reform and Transformation Plan
4.1 A Strategic Shift toward Industry-Wide Reform

For decades, the construction sector in Ethiopia has been criticized primarily
through the lens of project-level inefficiencies. However, research and policy
reviews underscore the need to treat the Domestic Construction Industry as a
whole; an ecosystem with systemic challenges requiring coordinated, high-level
policy attention.

In line with the 10-Year Development Plan (2021-2030) and the Construction
Industry Policy, the Government has committed to a strategic pivot: from reactive
problem-solving to transformative, industry-wide reform. This approach
acknowledges that achieving DCl's ambitious transformation targets demands joint
action between public institutions, private sector actors, academia, and
development partners.

The industry must be elevated to a level of regional and global competitiveness,
which is fundamental for the survival and success of local contractors and
consultants. This requires identifying the competitive landscape, critical success
factors, and enabling conditions, such as access to finance, technology, capacity
development, and fair market conditions.




The overall goal is to transform the DCI by introducing enabling environments,
removing identified barriers, and implementing best practices to foster a more
conducive business environment. Key considerations include:

(i) Identifying key challenges and barriers;

(i) Assessing the severity of the problem and understanding industry perceptions;
(iii) Determining the extent of improvement required,

(iv) Evaluating the impact and limitations of existing policies and initiatives; and

v) Recognizing the need for more aggressive, comprehensive, targeted, and

progressive actions by the government and stakeholders.

It is important to emphasize that the Roadmap should not be viewed as "fixed" or
"final." Instead, it must remain flexible; both during the initial planning stages and
throughout implementation; to adapt to changing parameters (e.g., shifts in the
economic context or unforeseen obstacles). As such, the Roadmap is an iterative
and progressive process, continuously refined with supporting data and analysis.
Ultimately, it represents a long-term, evolving effort.

4.2 Crafting a Viable, Future-Proof Strategy

Despite numerous strategies and operational experiences over the past 35 years,
the construction industry has not reached its developmental potential. This
suggests persistent systemic barriers such as:

e Fragmented institutional coordination
¢ |nadequate policy enforcement

e Skills mismatch and labor informality
e Weak technological adaptation

e Poor private sector engagement

Clearly, critical gaps persist—undermining efforts, hindering progress, and acting as
major barriers to success. But what exactly are these barriers? What must the
government and sector do to overcome them? Can a single ministry address them
effectively? What are the current prospects for success, and what are the
consequences of inaction? These questions are vital. Given the construction
industry’s critical role in accelerating infrastructure-led development and attracting
investment, a viable and forward-looking strategy must now be implemented. The
Ministry, in line with Ethiopia’s long-term vision, proposes a framework that is:




Evidence-based (informed by research and performance audits)
Adaptive (responsive to changing contexts)

Inclusive (integrating SMEs, women, and youth)
Sustainability-oriented (aligned with green building and climate goals)

The new strategy is grounded in five pillars:

1.Alignment with the DCI's national mandate

2.Understanding development and implementation challenges
3.Enabling a conducive business and regulatory environment
4.1dentifying scalable, high-impact interventions

5.Learning from past programs and global best practices

The strategy emphasizes targeted, high-leverage interventions over fragmented,
generalized efforts; focusing resources where impact is measurable and
transformational. Recognizing that the industry is fragmented and geographically
dispersed, the strategy emphasizes leveraged interventions, selective focus, and
strategic prioritization. Ultimately, it aims to enhance the sector’s efficiency and
competitiveness through:

Comprehensive sector-wide reforms,

Coordinated multi-stakeholder efforts,

Measurable partnerships with verifiable success indicators, and
High-level oversight across government bodies.

In summary, the Strategy aims to enhance the efficiency and competitiveness of
the industry by treating it as a comprehensive sector, fostering coordinated efforts
and meaningful partnerships, and measuring progress through objectively
verifiable success factors overseen at a higher level across government institutions.




4.3 Vision, Mission, and Goals

Vision:
To establish a globally competitive, resilient, and inclusive construction industry
that drives Ethiopia’s economic transformation by 2040.

Mission:
To create a robust, technology-enabled, and sustainable domestic construction
industry that meets national development needs and supports regional integration.

Purpose of the Road Map:
To establish a coordinated, long-term transformation agenda that enhances the
operational efficiency, competitiveness, and sustainability of the DCI.

Road Map Goal:
To build an agile, innovative, and performance-driven construction industry
capable of delivering quality infrastructure with value-for-money outcomes.

4.4 Phased Road Map for DCI Transformation

Developing the DCI will require sustained, long-term efforts and must be
implemented in a phased and systematic manner. This revised Roadmap is
designed with a multi-faceted approach to guide the industry’s structured growth,
ensuring efficiency and competitiveness while fostering an innovative and resilient
DCI. The plan is organized into four distinct phases, each with clearly defined
developmental milestones to ensure steady progress toward its ultimate
objectives. The Road map outlines detailed targets for the next six to seven years to
lay foundation for creating a globally competitive Industry between 2040 and
2050.




4.1: Stages of the Road Map

Assessment, Address fragmented
Phase | 2021-2024 Awareness and governance, poor ethics, and
Realization low technical capacity.
Engagement & SUIel(rja'Eieog:elliors);:r:g' improve
Phase Il 2025-2026 Institutional P - Sy » IMProk
) accountability and recognition
Strengthening
frameworks.
crenne | S delveny s
Phase Ill | 2027-2040 Competitive ’ ’ pe; targ
least 20 globally competent
Industry .
firms.
. Institutionalize research, digital
Innovation and transformation, and
Phase IV | 2040-2050 Global . ’ .
. sustainable construction
Leadership .
practices.

This roadmap is not static; it will remain flexible and subject to revision in response
to changing socio-economic conditions, market dynamics, and global trends.




4.5 Pillars and Programmatic Focus Areas

Transformation efforts will be structured around six reform pillars:

Table 4.2: Reform and Transformation Pillars

Develop coherent policy frameworks and
harmonized legal instruments

Enhance industry structure, labor productivity,
and market functionality

Improve planning, execution, and oversight
practices

Support access to finance, green building,
innovation, and value-chain integration

Build capacity and strengthen inter-agency
coordination

Promote transparency, ethics, and public trust

Each pillar will be translated into programmatic interventions and flagship projects
underpinned by measurable Key Performance Indicators (KPIs) and aligned to
national development indicators.
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4.6 Transformation Delivery Key Actors

In response to the issues and the initiatives indicated above, key actors need to do
their part and to the overall goal of DCI Transformation. Key stakeholders include
MUI, ECA, CMI, ERA, Contractors and Consultants Associations, Think Tank Group,
Regional and City Road Agencies, Clients, etc.

Table 4.4 presents DCI Stakeholders Objectives and Responsibility Mapping Matrix
indicating objectives and responsibility of Stakeholders, the gap they are
experiencing to fulfill their role in transforming the DCI under the Road Map.




"vd3 pue [ND ‘VO3
pue ‘OH 8yl 1e sadlyj0
1ueA9)al Aoy yiim
S9A1309(qO S} S1)IHNJ
Aurew Ainsiuin ayl

‘9]eJ0Qe]102 01 91qe
a2 pjnom sdnoug pue
SUOI1BID0SSE ‘S901440
1UBWUJIBA0Z JUBAD)Bl
uaym 1aw aq Ajuo
ued saAdalqo ay |

AeonnewaisAs
pue Ajyzoows Airsnpul
u0I10NJISU02D ay3 guipea

NN By
Aq pasiolaxa aq 01 pasu 18yl
uolleJgalu| pue suoleioge)0)

1Dd 8yl Jo 1uswdojanap
pue A11A110e 3y SULIOUON

J0103S U0I10NJISU0D
2431 JO 90UBPIJU0D
pue 1snJ1 ayl dn guip)ing

92140 UO[1BUIPI00D
uolewdJojsued] |9 guois

"'SSBUBAI1094)8 pue Aoualdlyle

s, A13siulw 8yl adueyus 031 s3uipuly
yoJeasal sjuswajdwi 3| -Juswdol)anap
24n310NnJ31seJjul pue ‘uoilonJisuod ‘guiuueld
uegJn Ul UoIlBAOUUI 181S0J 01 SUOIINIASUI
yoJeasal pue dlwapeode YiiM SHJOM

‘splepuels

Jeuoijeulalul yim paugie spoyiasw

pue $8130]0UYy2a1 UOIIONJIISUOD BAITBAOUUI
a10wo.ud 01 swie ]| ‘ssauaninnadwod

pue ‘Ainenb ‘Alajes ainsua 031 spiepueis
AJ11Snpul uoI10NJISUOD S8DJ0JUD puUR S185

"JUdWBOUBAPER DIWLIOUODD

puUB JBID0S S,UOIleU 8Y] 01 S9INQI1JIU0D 1Y)
yamoug ajqeuleisns pue ajgeiinba gulinsua
‘A3J1aus pue ‘uoneliues ‘Ajlddns Jagem
‘uoijelsodsuel] se Yyons aanionJisedul

J0 Juawdojanap ayj sasiaiadns NN

AJ1SNpu| UOIIONJIISUOD BAITRAOUUY
pue aA11139d W0 ‘QUBIDILS 895 :9A1103[q0

2Jn310NJ1Selu|
pue ueqdn
40 Ausiui

xuyepy suiddepy Aanigisuodsay pue saAnndalqo siapioysyels 109a v’y a19el




‘SneaJlng uolldonJisuod

Jeuoi8al ‘w43 ‘IIND
‘1NN :SJaulied Aay

"1JUBWA2J0JUD
A1o1e1ngau ul sded Ajioede)

‘Bunjew Aonod
paseq-aouapina uliapuly
aseqelep J40129S 919)dwWooU|

‘A1enb pue awi] 1500 81qeuoseal e

ulym s3oafoad uoi13onI3su0d Jo uoia)dwod
ay31 3umoJiuoo Agq Auisnpul uoi1onNJIISuod
aAI119dwod B 918840 0] 8)1qeu’]

Auoyiny
uoI110NJISU0)
ueldoiyig

yJomawredy
Konod pue suoiieingal 1uenalal 3uidojanaq

‘uoleiuswsaldwi s11 Jojluow

pue dn mo1)o4 ‘ueid Jaisew ainjonJiseljul
pajel3alul Jeuolleu ‘suegio pauladuod
a3 yiim uoijeioqe)od ul ‘atedaud

's@o110edd 1s8q pue guluJes)

snonuiluod unowoJd ‘Quawdoianap
9J4n1onJiseJjul pue ‘uoilonJisuod ‘guiuueld
ueqJn ul sjeuoissajold Jo SIS 9yl
duloueyua e pawie swelddold sjuswajduw|

211gnd apew

9Je sew021n0 pue sjiodal 8ourwWIOLIad
‘'saA1108[qo Juswdolanap jeuoileu 03
91NQIJ1U0D pUB SpJepURIS PaYSI|e1Sa 198w
Aayi ainsus 01 s108foud aunjonuaisedjul

pUB UBQgJN S81BNJBAS PUB SI01IUOIN




's103108dsul

Jo4 sweagoud guiuies
‘swalsAs 3uiiwaad
121181Q :S924n0Say

‘salouage
JeruswuolIAuS ‘Aousgy
spJepuels ueldoiyl3
:SJ101eJ0Qe]10D

Jagwnu pue
Anend ul Jamoduey anosdw

uolreziin
A3010uyoa1 1e131p dnosdw|

dn
189S Jeuolleziuegdio ayl anoidw|

Aiannep jo
Ainenb pue paads ayj anoidwi

eis
s31 Jo A1nigeden guluaylsduaais

10108S
83 JO aseq eiep azijeul

:2J0JaJay |

‘saulawil 108foid Suiosyle
sassadsoud jeaoudde ul sAejaQ

Juswdo)anap
DIWOU023 9)geuleISNS sajqeua Aiisnpul
Uu0I130NJ31SU0D 8Y3 8Jnsu3gieyl 1l 01 88s

Sawli3 uolonNJIsuod 1sod

pue UOI10NJ1SUOD ‘U0I3ONJISUO0D-a4d Y3
3ulinp JuswuoJIAUB ay] SuipJengdajes pue
suazi110 Jo A1ajes pue yieay jeuoiresadQ
ay3 sdaay Auasnpul uoiloNJIISUOD

943 1ey1 Jolluow pue dn mo)j04

syndul uoI11ONIISUOD JO sapeld
pue spJepuels ‘Aijenb ayi ulesiuelenn

S|euolssajold pue siuelINSUOD
‘51010BJ3U0D JO ZUISUBDI] pUe UOIIRIISISaY
‘Aaasnpul

u0130NJ1SU0D dAIHI8dWOoD B JO UoIjes.d ayl
9)1geus 03 suegdio Jaylro Aq patedaid asoyl
10J1U0D pue 81NJ8Xd ‘paultanog si Auasnpul
uo130NJ1SU02 8yl ydiym Aq sainpadsoud
pue spJepuels ‘sapeld ‘sapod aledald




'suonniiasul 1eqo)s
yiim sdiysisuied
‘swuioyeld
guluiesl-a ‘sejnpow
3ulurel] :$921n0Say

SuUOIIN}ISUl yoJdeasal
pUe S811ISJaAIuUN
‘syue]iNsuo) pue
S1010®eJ1U0D ‘SUBND

A1nenb anosdwi
pue 1509 ‘awl 3uines Agalayl
uoIIN|0S dAIreAOUUI sd0)aAB(

S3111110B4 80US)|99X]
10 a11ua) s gulysiul

Jajsuell ASojouyosal pue Yoaeasal 10Npuo)

‘A1launoo aya

40 1uawdolanap pides uloduo ayl ureisns
Agalayl pue siajuswejdwiiaiuswaidwi
108[0J4d UOI1ONJISUOD JO SI010E A

10 Ay1oeded juswagdeuew 108(oud 3uipying
ysnoayl Aanenb pue asueuly ‘ewil Jo swial
ul s1098foud pue sweigoid uo13oNIISUOD
wJal 3uo) pue 1oys s,A1aunod

ay3 JO uoneiuswadwi aA1308440 84NSuUT

91n113sUl
1uswageur|y
uoI12NJISU0D

‘'so)dioulid

1uswdoldAap J1WIOUODS B1qeUIRISNS

031 aJaype saseyd uoI130NJIISUOD

-1s0d pue ‘U0I10NJISUOD ‘U0IIDNJIISUOD
-a4d aunsu3 :2ouendwo) Alljigeurelsng e

"SPJEPUE]S |BIUSWIUOIIAUD

pue A1ajes yiim aosuendwod

991uetengd 01 syndino/sindul
JOLUOI :2oueInssy A1jend) e

*10108S U0I10NJ1SU0D BAII_dw oD

e 10J sainpadoud pue ‘sape.d ‘sapod
90J0Jus pue dojoAa( :uollezipJepuels e

‘A1annap

108loud Ainenb pue ‘9A110984)8-1500
‘Aldwiy aunsu3 :uonnengay AJisnpu| e

:01 siseydwa aAl} pinom yO3 ‘Auewwins uj




"$8214J0
1UBWUIBA03Z 1e20)

pue |IND VO3 ‘S82140
uenalal A9y ‘1NN

'9]8J0QR]102 0] 3]k
aq pynom sdnoug pue

SUOI1RID0SSE ‘S9211J0
1UBWUJBA0Z 1UBAS)8Y

S]felele
1UBWUJIBA0Z 1820] SalllUNWWOo2
Suowe ssaualemy

Jasn
peOJ 01 8]geLI0JWOD pue ajes
SI )}JoM18Uu peod ayj ainsuj

"SISBe( |B10JaWWO0D
UO 1Sea)] 1B ¥JOM 01 S1IUN
1UN0D22Y 92404 JI18Y] a)geud

‘A11oededn

pue ssao0.d Juswageurw
10®J1U0D pue Juawalinoo.d
Jiaya Suiuayi8uails

"J9pUd] JeUOIIBUISIUI JO D11SBWOP
ygnoJya ‘92404 UMO S Y1IM SHJOM JO 1IN0
3u1A11ed Jo sanlleuIa] R BY] aulwiala(

‘sAemygiy 01 Suie)al

syJom Jayilo Aue pue uoisiniadns
‘ugisap ay1 JoJ palinbal syueINSU0d
J0 U0I109]8S J10J SUOIIPUOD duUlwIa1aQd

‘awes ay1 ageurw

asIAJadns pue ‘S10eJ1U0D BAIDadsal
J13Y3 JO SwJa] Jad Se paindaxa aJe SyJoM
1ey1 84nsua 01 uoisiAladns ayl asne)

{s10BJ1U0D AOUBINSUOD
puUB S}I0M pJeme pue ‘S]10BJlu0d JO
uolletedald ayl asned ‘eundoud ‘auedald

‘9]qIseal 10U
S| dWes 4O 10 3Ul110'IIU0D BJ8YyM 82104
UMO S Ag Sy40M yons axellapun Aew
11 1eY1 papinold ‘s1010BJ3U0D Y3nodyl
sAkemygiy anoadwi 40 90NJ3sU0)

Sy pue
uonensiuIWpPY
speoy ueldoiyi3




l0108s areaud
pue SJUBWUIBA0D

ssaulsng
J0 84n31n2 J1ay3 adueyd
‘dn-18s 1eUOIIN]IISUI BAOIdWII
‘Aa1oeded Jiayl aoueyul

de|\ peoy uoinewJojsuel]
1DQ uMQ Jo 1ied ag

SyJoMawe.
1e89) 40 saipnis/uoiiesedaud ‘(Buiuied)
3uipying A11oedeo ‘yoieasad ‘uolsiniadns
u0130NJISU0D ‘UZISBP 3ONPUOD

sasludwoo 108(oud
B 10J Jual) e 01 Joauigug SuilNSUo0)
e Aq 921AJ8s Jeuolssajold 1N v

sjue]nsuo)

Sleuoissajoud
Aemygiy jo 3uipying A110ede)

{ssaoor a)ge1inba

pue adueliodwi ‘Aousiollld dILOU0Dd

JO SISeq ay3 Uo 1IN0 pPaliied aJe SHJom
91N10NJ1SkJJUl PBOJ JRUOIIRU JBY] 84NSUT

(A1ajes o14jel1) aALIp 01 8jes

9Je speoJ 8yl ainsua ‘salgojouyoal pue
SpJepuels paysigeiss y3gnoiyi 19sse
peoJ padojanap Apeadie ayi Suideue|n




‘'SaAuUadul uondope
ABojouyoa) ‘sylomawrely
ainjuan uiol ‘aoueuly

0] SS92JY :S82IN0SaY

l0108s areaud
pue SJUBWUIBA0D

"Juswageuew
YSIJ R [eIOURBUL) YEIM e
‘(sanbiuyosai ultepow
gupjoe) swuiy fews Auew)
Aj1oeded pajuswdel] e

swalsAs gupiom pue
lelia1ew aAllBAOUUI ‘91N Nd
gupjJom panoadwi 81nqliiuo)d

ssaulsnq

10 84n3)n2 J1ay3 agueyd
‘dn-18s JeuolIniisul anolduwil
‘A11oeded Jiayl aoueyug

oAlleniu|
deN peoy uoljewJiojsued|
10Q UmQ jo 1ed ag

uolleAouU| pue Yyoieasal ul agedu]

soly1e
10 P02 U0I12NJISUOD 8y AQ paulanoL)

(Jomawel) JeUOIIN1IISUI 81qRUIRISNS)
]9POW SSauIsNg JO UOIIBZIUISPON

sallljigisuodsal/suonesgigo
1eN10®I1U00 8Y3 01 PAIHWWO0)D

SJ0oj]oeiquod




"SYJOMBWERIY JUBl qUIY
a1eAld-onqgnd ‘syueld
Y2Jeasay :$924n0say

SuO0IIN1IISuUl yodeasal
‘sallIsianlun ‘sadlo
1UBWUJBAOS JUBAS)9Y
‘vy3

pue IND VO3 ‘INN

aouew.Joljiad
AJisnpul uoi3onJIsuod
a1 JO uswanosduw|

YJomawed} SuplJom pue
dnoJy ay1 Jo Juswysiigeisy

AJ1SNpul UOI1ONJIISUOD BY1 JO UOISIA WJd]
8uo) Quawanoiduwi Jo) seapl dojanag

‘uegio ajeludosdde

9Y1 01 SUOIIN|0S pPapUBWLIODA
apinoJdd pue sagualjeyo apim Aiisnpul
u0110NJ1SU0D 81eg11SaAUl pue AJlluap|

Auel julyl
uolI1oNJISuU0)

‘'swelgdoud uoiled14114ad
‘swuiojyeid angojelp
Ko1nod :$924n0say

S921}40

1UBWUJBAO0S 1UBAS|9Y
‘vd3

pue |ND VO3 ‘ININ

ssaulsnq

J0 84n31n2 J1ay1 adueyd
‘dn-18s 1eUOIIN1IISUI BA0JIdWI
‘A11oeded Jiayl aoueyuy

anlreniulde|y
peoy uoljewJojsued]
12Q UMQ 40 1ied ag

S1UB1INSUOD pUR SJ01OBIIUOD
40 3uip)ing Al1oeded 81e20ApY

S21Y1e JO 8p0ood Jeuolssajold
Jolluow pue are|ngay ‘dojonag

"SJI9P10YDdNBIS JUBAD)al

yaim upjdom Ajaaneloqe)od Ag Aiasnpul
u0I10NJISU0D BY31 JO JuswWdolaAap
1eJaA0 ay3 01 $81NQIJIU0D pUB Slaquiaw
S11 JO 1S8J91Ul SSauisnq Jrey pJengajes

SUOI1BIDOSSY
Jeuolssajold
pue sjueljnsuo)
‘s1010BJ11U0D




pue s1o9loid ays Jo diysiaumo urejurey

sjualo pue standdns salpoq
. s309foud jo adurwlOIad
S1UB1INSUO0D . 1UBWUIBA03Z
. pue A1igeureisns panodduw| (010 A184BS ‘MOY 40 SwJal ul)
SJ1010®BJIU0D 1e00
1UBWUOJIAUS BUJOM POOS JO uoisinoid
Juswageuew
sjuano pue sisfddns JeISUBUL UO S8DIAISS AJOSIAPE SPIAOI suonnIAsy|
‘syue11NSU00D MO}4 ysed 108loud panoidu| m_oc.mc_“_
‘51010BJ1U0D AJ1snpul uo13onJisuo) ayi 031 1€l :
1oddns/sallloey jeloueul JO UOISIAOIG
S1usld Aasnpul aw] pue A1nuenb ‘Aanenb
pue s1uel1jNSU00d u0I10NJISU0D BY3 104 Uleyd paJinbaJ yiim AJ3snpul uoilonJisuod sJanddng
‘$1010B11U0D Addns sonsigo) panosdu oY1 01 sindui Asessaosu Ajddns o)




4.7 Structure and Leadership

To accelerate the transformation of Ethiopia’s construction sector, the government
has established a high-level Construction Council, chaired by the Prime Minister.
This council provides strategic leadership to drive systemic change, foster
stakeholder collaboration, and ensure the sector contributes to sustainable
economic growth.

Role of the Secretariat (Transformation Office)

The Office of the State Minister for Infrastructure of the MUI serves as the program
management office for the DCI Transformation Plan, acting on behalf of the
Ministry of Urban and Infrastructure (MUI). Its mandate includes:

1. Strategic Coordination

a. Lead and coordinate the DCI Transformation process, ensuring alignment with
national development goals.

b. Conduct an annual sector performance survey to track progress against KPIs
(e.g., project delivery time, cost efficiency, quality compliance).

2. Competitiveness & Accountability

a. Implement a Competitiveness Rating System for contractors, consultants, and
projects to incentivize best practices.

b. Recognize high-performing firms towards awards and preferential procurement
opportunities.

3. Stakeholder & Communication Management

a. Develop a targeted communication strategy (newsletters, web portals,
stakeholder forums) to ensure transparency and engagement.

b. Facilitate public-private dialogues to address sector challenges collaboratively.




4.Monitoring & Reporting

a. Track and analyze transformation progress, reporting to the Construction
Council and external stakeholders.

b. Publish annual impact reports on sector performances and improvements (e.g.,
reduced delays, increased local contractor capacity).

5.Governance & Administrative Support

a. Organize Construction Council meetings, sector summits, and working group
sessions.

b. Manage program budgets and resources to ensure efficient execution. This
structure ensures accountability, data-driven decision-making, and inclusive
leadership, critical for achieving the Construction Industry Policy’s objectives.

4.8 Stakeholders Engagement

Effective transformation of Ethiopia’s construction sector requires the active and
strategic engagement of a broad range of stakeholders. As recognized in the 10-
Year Development Plan (2021-2030) and the Construction Industry Policy,
inclusive development and collaborative governance are critical to driving sectoral
reforms, improving regulatory efficiency, and ensuring the successful delivery of
infrastructure and services.

Given the diverse nature of the construction ecosystem; comprising public
institutions, private contractors, regulatory bodies, professional associations,
academia, civil society, and communities; stakeholder engagement must be
intentional, structured, and goal-oriented. Not all stakeholders need to be engaged
in the same way or to the same degree; their level of involvement should be
determined by their role, influence, capacity, and interest in the sector.




To this end, the Reform and Transformation Road Map adopts a Three-Tiered
Stakeholder Engagement Approach:

1. Collaborate

Strategic partnership with key stakeholders who have high interest and influence in
shaping the transformation agenda. These include regulatory authorities, major
contractors, industry councils, regional governments, and development partners.
Collaboration will focus on co-creation of solutions, joint implementation, and
shared accountability.

2. Consult / Seek Feedback

Systematic consultation with stakeholders who have relevant experience, technical
input, or vested interest in specific transformation elements. This includes
academia, sector associations, regional agencies, and selected private firms. Their
feedback will be incorporated into policy revisions, program designs, and
evaluation processes.

3. Inform / Communicate

Transparent and continuous information-sharing with broader stakeholders to raise
awareness, build trust, and promote sector-wide engagement. Tools will include
stakeholder briefings, public forums, newsletters, official websites, and media
campaigns.

The construction sector’s success depends on strategic stakeholder engagement,
as highlighted in Ethiopia’s Construction Industry Policy and global best practices.
A Three-Tiered Engagement Framework will be adopted to maximize efficiency and
inclusivity:
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This engagement model is designed to reinforce the Construction Industry Policy’s
goal of building an accountable, transparent, and responsive sector, while also
supporting the Road Map’s emphasis on institutional transformation and
participatory governance.

Regular assessment of stakeholder engagement effectiveness; through feedback
mechanisms and performance indicators; will ensure that these partnerships
remain dynamic, inclusive, and aligned with national development objectives.

V. Success Factors of the Road Map

Setting success factors enables to improve the decision-making skills, create a
deeper understanding and a clear view of how the Transformation is going, and also
provide warnings if something is going in the wrong direction, alert policy makers to
perform in alignment with the goals. Indicators that focuses on performance
directly linked to the major goal and most critical success factors[1] are identified
as follows.

These factors and subsequent measurements are intended as a means for
inspecting and gauging the performance trend of construction industry. Whilst
every reasonable effort to be made, data, information or any other material may
not be accurate and there may be other more recent material elsewhere. MUI will
have no responsibility for any errors or omissions.
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VI. Strategic Risk Assessment Framework

The DCI Reform and Transformation Road Map is designed to be continuously
assessed based on measurable success factors and the broader socio-economic
impacts it brings to the construction sector. As part of the strategic assessment, a
Systematic Operations Risk-rating Tool (SORT)—adapted from the World Bank
framework—has been adopted to evaluate key risk areas at this initial stage. These
risk areas include:

(i) Political and governance environment,
(ii) International economic environment,
(iii) Sector policies and strategies,

(iv) Road Map formulation and design,

(v) Leadership and coordination, and

(vi) Stakeholder engagement.

This system provides essential information for the Ministry of Urban and
Infrastructure (MUI), enabling it to manage and, where possible, mitigate
operational risks within a comprehensive risk management framework. It is
particularly designed to highlight critical risks that require focused attention and
resource allocation at the national level.

Where multiple sub-factors are relevant within a single risk category, the Office of
the State Minister and the Secretariat are expected to apply informed judgment to
determine an overall risk rating, considering both the probability and potential
impact.

Risk ratings are classified as High (H), Substantial (S), Moderate (M), and Low (L).
The qualitative assessments presented below support the initial rating assignments
and are subject to revision during periodic evaluations.




1. Political and Governance

Following recent political reconciliation efforts—particularly in Northern Ethiopia
and parts of Oromia—positive trends are emerging that support peace and stability.
These developments lay a strong foundation for directing focus towards national
development and reconstruction initiatives, which are critical for the revitalization
of the construction sector. This improved political climate is expected to create a
more enabling environment for implementing the DCI Road Map and sectoral
development projects.

However, despite progress, intermittent instability in certain regions continues to
disrupt project execution and delays progress on Development of the DCI goals.
From a governance perspective, institutional realignments and enhanced
accountability measures have been implemented over recent years. Nevertheless,
the capacity of both federal and regional stakeholders, including the Ministry,
requires further strengthening to effectively lead and manage the reform process.

Risk Rating: Substantial
2. International Economic Environment

The international economic environment significantly shapes the performance of
the construction sector through its influence on input costs, financing conditions,
and supply chains. Global commodity price volatility—can lead to unpredictable
construction costs and delays. Disruptions in international supply chains, driven by
geopolitical tensions or shipping constraints, can affect the timely delivery of
critical materials and equipment. Additionally, tightening global financial
conditions, reduce access to affordable external financing for both public
infrastructure projects and private construction investments. These external
pressures create uncertainty and raise the overall cost and complexity of delivering
construction projects.

Risk Rating: Moderate

3. Sector Policies and Strategies

The construction sector remains multifaceted, with overlapping responsibilities
across fragmented institutional frameworks. Stakeholders operate at various levels
—Federal, Regional, Zonal, and Urban—with both vertical and horizontal
relationships, encompassing regulatory, operational, and enforcement roles.




However, the forthcoming enactment of the revised DCI Policy and Proclamation,
along with the establishment of a high-level Construction Council, is expected to
significantly strengthen institutional coordination and regulatory oversight. These
reforms are essential for aligning sector activities with national development
priorities and achieving long-term stability in sector governance.

Risk Rating: Moderate
4. Formulation and Design of the Road Map

The DCI Reform and Transformation Road Map is a comprehensive and ambitious
plan developed through inclusive, multi-stakeholder consultation processes. It
incorporates inputs from the revised Construction Policy, the new DCI
Proclamation, a review of the ten-year development plan, and international
benchmarking to inform best practices and innovation.

The formulation process was iterative and participatory, ensuring that the Road
Map reflects stakeholder priorities and practical insights. While the comprehensive
nature of the design enhances its relevance, it also introduces implementation
complexity.

Risk Rating: Moderate
5. Leadership and Coordination

The Government has demonstrated strong commitment by establishing a high-level
Construction Council, chaired by the Prime Minister, to guide sector-wide
transformation. This Council is instrumental in driving a culture of accountability,
transparency, and inclusive leadership across the sector.

The Office of the State Minister for Infrastructure serves as the Secretariat and
Program Management Office (PMO) for the DCI Transformation Plan. The Ministry is
actively fostering partnerships with industry stakeholders to ensure effective
coordination and shared responsibility. This approach marks a pivotal step in sector
leadership reform, although further capacity development is required at
implementation levels.

Risk Rating: Moderate




6. Stakeholder Engagement

The success of the DCI Road Map depends heavily on the active involvement of
diverse stakeholders; ranging from government agencies to private sector actors
and community beneficiaries. The framework promotes both vertical and horizontal
coordination across federal, regional, and urban institutions.

However, the transformation of the construction sector is not a top-down process;
it requires collective ownership and behavioral change among all stakeholders.
Lasting change emerges from leadership, collaboration, open communication, and a
willingness to challenge the status quo.

Stakeholders must continually ask: What can we do differently? How can we work
better together? Given the complexity of stakeholder coordination and the cultural

shift required.

Risk Rating: Substantial

Table 6.1: Current Risk Rating

Political and Governance Substantial

International Economic

. Moderate
Environment
Sector Polices and Strategies Moderate
c . .
ormulation & Design of the Road Moderate
Map
Leadership and Coordination Moderate

Stakeholders participation Substantial




VII. Transformation Schedule and Planning Matrix

Transforming Ethiopia’s construction sector is a complex, long-term undertaking
that requires phased, coordinated, and adaptive interventions. While systemic
change will take time to fully materialize, it is crucial to define clear short- and
medium-term deliverables that are realistic and measurable. This approach is
consistent with the 10-Year Development Plan which emphasizes results-based
planning, institutional transformation, and performance-driven execution across all
economic sectors.

The Construction Industry Policy similarly recognizes that fragmented
coordination, weak enforcement mechanisms, and inconsistent planning have
historically hindered sectoral performance. Addressing these challenges requires a
strategic roadmap that is both ambitious in vision and flexible in execution.

The DCI Reform and Transformation Plan is, therefore, designed as a seven-year
strategic framework, supporting the longer-term objectives of the Road Map,
particularly in improving infrastructure delivery, creating employment, and
enhancing urban and regional development. While early progress is already visible,
annual performance reviews will play a critical role in identifying what can be
reasonably achieved in the short term, helping to course-correct where necessary.

However, it is important to acknowledge that not all pillars and actions currently
included in the plan may deliver the desired impact at scale or with the necessary
efficiency. Some interventions may require realignment, consolidation, or
expansion to match the ambition of national development goals. As such, the scale,
effectiveness, and delivery mechanisms of key initiatives must be periodically
reviewed.

The Planning Matrix (PM) serves as a strategic tool, providing a high-level summary
of the Reform and Transformation Plan. It outlines the sub-programs, specific
activities, performance indicators, and key assumptions. While different Matrices
provided in section IV and V offer snapshots of the initial seven-year plan, it is
intended to be a living document, subject to continuous refinement based on
performance outcomes, sectoral feedback, and evolving national priorities. A more
detailed version of the Planning Matrix is available at each Implementing
Agency/Stakeholder as a separate document for the respective programs, projects
and deliverables.
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Executive Summary

Ethiopia’s construction sector plays a vital role in driving national transformation,
industrialization, and urban development. However, the sector continues to face
entrenched structural challenges; most notably corruption, procedural inefficiencies,
limited professional capacity, weak institutional oversight, and outdated regulatory
frameworks. These systemic issues have constrained productivity, undermined public
trust, and hampered the sector’s ability to attract investment, deliver quality
infrastructure, and compete effectively on regional and global stages.

In alignment with Ethiopia’s 10-Year Development Plan (2021-2030), this Ease of
Doing Business (EoDB) Reform Framework developed under the framework of the
recent Construction Industry Transformation Initiative presents a bold and
actionable agenda to reposition the construction sector as a transparent, efficient,
professional, and investment-friendly ecosystem. Grounded in national priorities and
informed by global benchmarks such as the World Bank’s Doing Business Index, the
framework outlines an integrated reform strategy built around five core pillars:

¢ Regulatory Simplification and Digital Transformation
Institutional Oversight and Transparency
Procurement Reform and Integrity Mechanisms
Professional Capacity Building

Stakeholder Empowerment and Accountability

By contextualizing international best practices to Ethiopia’s institutional and
governance realities, this framework seeks to eliminate regulatory bottlenecks,
modernize systems, and foster a culture of accountability and performance-based
governance. The ultimate goal is to unlock the full potential of Ethiopia’s construction
sector as a cornerstone of sustainable economic growth and national development.

Ministry of Urban and Infrastructure
Addis Ababa, Ethiopia
August 2025




1. Ease of Doing Business Framework in
the Construction Sector

In alignment with Ethiopia’s 10-Year Development Plan (2021-2030), which
emphasizes private sector-led growth, regulatory modernization, and structural
transformation, enhancing the ease of doing business especially within the
construction sector has emerged as a national reform imperative. The plan identifies
improving the business climate as a cross-cutting enabler for economic
competitiveness, job creation, and infrastructure development.

International benchmarks, such as the World Bank’s Ease of Doing Business Index,
evaluate a country’s business environment across ten critical indicators including:

e Starting a Business,

e Dealing with Construction Permits,
e Getting Electricity,

e Registering Property,

o Getting Credit,

e Protecting Minority Investors,

e Paying Taxes,

e Trading Across Borders,

e Enforcing Contracts, and

e Resolving Insolvency.

Among these, Ethiopia historically ranks poorly in areas highly relevant to the
construction sector particularly in dealing with construction permits and starting a
business, both of which severely constrain sector efficiency, private investment, and
service delivery.

Recognizing these barriers, the Construction Industry Transformation Initiative
(CITI), led by the Ministry of Urban and Infrastructure, has launched a targeted and
comprehensive Ease of Doing Business Framework for the Construction Sector. This
framework complements the broader national effort while focusing specifically on
the systemic and operational bottlenecks facing construction sector actors.




2. Strategic Focus and Purpose

The framework aims to:

¢ Diagnose regulatory and procedural inefficiencies affecting construction-related
approvals and permits;

e Assess the impact of administrative burden and delays on cost, quality, and
timelines of construction projects;

e Measure industry perception and satisfaction, especially among professionals,
investors, and service users;

¢ Review the effectiveness of existing reforms and identify policy-practice gaps;
and

¢ Promote evidence-based, targeted, and progressive actions through continuous
learning and innovation.

e Sustain reform momentum, a strong performance measurement system is being
institutionalized. This system will utilize key indicators and benchmarks to:

e Trackimprovement over time in construction-related services;

e Highlight critical constraints, malpractices, and inefficiencies;

e Support data-driven policy and regulatory adjustments;

e Setrealistic and measurable performance targets; and

¢ Influence behavior change and compliance among professionals, regulators, and
stakeholders.

3. Corruption in the Construction
Sector: Global and National Context

Corruption remains one of the most pervasive challenges affecting the construction
sector worldwide. International evidence consistently ranks the construction industry
among the top three most corruption-prone sectors, along with defense and
extractive industries. Global estimates suggest that corruption can account for
approximately 10 percent of construction sector turnover, equating to more than
US$1 billion per day (ASCE, 2005). In developing countries like Ethiopia, this figure can
reach or exceed 20 percent, particularly in large-scale public infrastructure projects
(Campos & Pradhan, 2007).




Ethiopia’s 10-Year Development Plan (2021-2030) identifies good governance,
institutional transparency, and accountability as foundational pillars for sustainable
economic growth and efficient service delivery. Within this framework, combating
corruption in the construction sector is prioritized as essential to improving public
trust, enhancing service quality, reducing project delays, and ensuring value for
money in public investment.

Corruption in construction manifests in various forms, including collusion during
tendering, fraudulent billing, substandard work, favoritism in contract awards, and
manipulation of procurement processes. These malpractices not only inflate costs
but also distort infrastructure planning, compromise safety and quality standards,
and undermine the country's socio-economic development objectives.

Research findings indicate that unchecked corruption results in the erosion of
professional ethics, lack of accountability, poor project delivery, and the diversion of
resources intended for public benefit. Moreover, in some contexts, construction-
related corruption is linked to broader criminal networks and the financing of illicit
political activities.

Addressing this issue requires a multi-faceted approach, including:

Strengthening institutional oversight and regulatory enforcement,

Enhancing procurement transparency through e-procurement systems,
Promoting professional integrity and whistleblower protection,

Building the capacity of regulatory agencies such as the Ethiopian Construction
Authority (ECA),

e Encouraging community participation and social accountability in public
infrastructure monitoring.

These measures are in line with Ethiopia’s development vision to create a modern,
competitive, and corruption-free construction industry that supports inclusive
growth, industrialization, and sustainable urbanization.




4. Corruption in Ethiopia’s Construction
Sector: Risks, Realities, and Reform
Priorities

The Ethiopian construction sector, a key driver of national development and
infrastructure transformation, faces significant challenges related to corruption.
According to the World Bank-commissioned study (Goldie-Scot, 2012), corruption
risks in Ethiopia’s construction industry are widespread and embedded across the
entire project lifecycle from policymaking to payment processing. These challenges
undermine trust in institutions, waste public resources, and slow the pace of national
development.

The 10-Year Development Plan of Ethiopia (2021-2030) recognizes good governance,
institutional accountability, and transparency as essential conditions for realizing
strategic objectives in infrastructure, industrialization, and urbanization. Accordingly,
tackling corruption in the construction sector is central to improving the quality and
efficiency of public infrastructure delivery.

4.1 Corruption in Policy making and Regulatory
Processes

Policy formulation and regulatory oversight have been identified as high-risk areas for
corruption. Weak regulatory frameworks, lack of transparency in licensing and
professional registration, and inconsistent enforcement of standards have created
fertile ground for rent-seeking behaviors. The concentration of regulatory authority
within government institutions combined with limited institutional independence
contributes to a culture of impunity and discourages whistle blowing. The reluctance
of professionals to report misconduct, due to fear of retaliation and the absence of
credible grievance mechanisms, has further eroded accountability.

The 10-Year Plan emphasizes the need to modernize and digitize registration and
licensing systems, establish independent regulatory bodies, and promote
transparency through citizen and stakeholder engagement in policy making.




4.2 Corruption in Project Management and Oversight

Management-related corruption is often enabled by the absence of strong internal
controls, poor data systems, and weak technical oversight. This environment allows
actors across the value chain contractors, consultants, and clients to bypass
standard procedures. Research points to several root causes, including:

Inadequate remuneration of key technical and procurement staff;
Repeated shortlisting of under performing companies;

Lack of accessible public data on contracts;

Weak performance monitoring and evaluation systems.

The government’s reform efforts, as outlined in the national plan, include
strengthening project management capacity, increasing salaries and incentives for
public professionals, and deploying integrated digital monitoring platforms to
improve transparency and track delivery.

4.3 Corruption in Tendering and Procurement

The procurement process is one of the most corruption-prone stages. Common
issues include:

¢ Sale of confidential bidding information,

¢ Bid rigging and collusion among contractors,

e Politically motivated contract allocations,

e Bribery and manipulation of procurement committees.

The 10-Year Development Plan stresses public procurement reform through the
introduction of e-procurement platforms, competitive bidding enforcement, and
professional procurement cadre development. It also calls for alignment with
international standards to improve credibility and reduce manipulation.




4.4 Corruption during Construction Operations

Once contracts are awarded, corrupt practices often continue during execution.
Contractors who engage in bribery at earlier stages may seek to recover costs by:

Using substandard materials,

Inflating project costs,

Falsifying quantities and claims,

Concealing defects with the complicity of oversight personnel.

This contributes to low-quality infrastructure, frequent delays, and increased life
cycle costs. The national plan advocates for performance-based contracts, rigorous
supervision protocols, and independent quality assurance mechanisms.

4.5 Corruption in Payment and Certificate Settlement

Delays and manipulation in the payment process have also been reported.
Contractors may be required to make unofficial “facilitation payments” to receive
legitimate entitlements. In some cases, clients deliberately delay payments to punish
non-compliant companies or extract bribes. This disrupts cash flow and jeopardizes
project continuity.

To address this, the 10-Year Development Plan recommends automation of payment
systems, legal protections for contractors, and mandatory timelines for certificate
approval and settlement.

5. Malpractices in the Construction
Sector: Systemic Issues and Reform
Priorities

Ethiopia’s construction sector, a key pillar for delivering national infrastructure and
development goals, is significantly affected by malpractices throughout the project
life cycle. These malpractices not only undermine the integrity of construction

processes but also present persistent corruption risks that erode public trust,
increase project costs, and compromise quality and safety.

As part of various discussions and consultations with key stakeholders, malpractices
across various stages—from planning and procurement to implementation and
project closure—have been studied. Insights from stakeholder consultations and
research evidence point to systemic and institutional causes deeply embedded in the
sector’s operational environment.




Once again, according to the 10-Year Development Plan (2021-2030), improving
governance, transparency, and accountability in infrastructure delivery is critical for
fostering inclusive economic growth. Addressing malpractices is therefore central to
Ethiopia’s goal of establishing a competitive, resilient, and efficient construction
industry.

Root Causes of Construction Sector Malpractices

Stakeholder analysis and research identify the following interrelated factors as the
main drivers of malpractices in the sector:

¢ Non-compliance with Public Procurement Rules: Widespread deviations from
established procurement procedures—ranging from informal contracting to
selective tendering—have opened the door for rent-seeking and inefficiencies. The
lack of enforcement and inconsistent application of legal frameworks weakens
fairness and transparency in competitive bidding.

e Regulatory and Policy Gaps: Inadequate legal provisions and absence of
preventive mechanisms against malpractices have made it difficult to detect and
sanction misconduct. Many regulations do not clearly define accountability
standards or operational boundaries for construction actors.

e Lack of Procedural Clarity: The absence of comprehensive, stage-specific
guidance for project participants has resulted in inconsistent practices and
decision-making. This gap is particularly evident in contract administration, site
supervision, and quality assurance.

e Weak Performance Monitoring Systems: Ethiopia’s current system lacks robust,
evidence-based mechanisms for assessing contractor and consultant
performance. There is limited use of performance data in license renewal or bid
evaluation, which reduces accountability and allows under performing firms to re-
enter the market without consequence.

e Capacity Limitations: The sector faces a shortage of skilled professionals,
especially in project management, contract administration, and procurement. The
lack of continuous training and upskilling has negatively affected the sector’s
ability to adapt to evolving standards and technologies.




e Poor Procurement Management: Many public institutions exhibit weak
procurement planning, poor document preparation, and limited market
engagement. These weaknesses contribute to delays, inflated prices, and
substandard outcomes.

Conflict of Interest: Undisclosed and unmanaged conflicts of interest
among personnel in client organizations, consulting firms, and procurement
committees compromise the objectivity of decision-making and increase
the likelihood of favoritism and fraud.

Ineffective Monitoring and Auditing: Oversight systems remain reactive
rather than preventive. There is limited real-time monitoring and post-
implementation auditing, reducing the chances of early detection of
malpractice or contract deviations.

In line with the 10-Year Development Plan, the following actions are
recommended to tackle malpractices in the construction sector.

Introduce automated procurement platforms and enforce compliance
with standardized procedures;

Establish sector-wide performance evaluation systems linked to licensing
and tender qualification;

Develop clear operational manuals and stage-specific guidelines for all
project actors;

Build institutional capacity through training, certification, and career
development programs;

Strengthen the independence and capacity of regulatory and auditing
bodies; and

Enhance transparency and community engagement in monitoring large-
scale public projects.

By addressing these issues systematically, Ethiopia can lay the foundation for a
modern, transparent, and professionally managed construction sector that supports
its long-term development vision.




6. Direct and Indirect Warning Signs of
Corruption

Corruption in the construction sector is often systemic, rather than isolated,
due to the complex and project-specific nature of construction activities. The
10-Year Development Plan of Ethiopia identifies the construction industry as
one of the key growth sectors requiring structural reform, transparency, and
professional integrity. Understanding the warning signs both direct and
indirect is essential for preventing corruption and safeguarding public
investment.

The construction sector is inherently vulnerable to corruption due to several
characteristics: large and complex project budgets, difficulty in verifying material
usage and labor inputs, opaque contracting processes, and weak accountability
frameworks. These factors allow corrupt practices to occur with minimal visibility or
delayed consequences. Although warning signs do not always confirm corrupt
behavior, they often indicate vulnerabilities that may facilitate malpractice.

6.1 Poor-Quality Construction

Substandard construction outcomes are one of the most visible signs of systemic
malpractice. In many cases, contractors who pay bribes to secure contracts aim to
recover these costs by compromising material quality, falsifying progress reports, or
bribing supervisors. The consequences; such as structural failures or early
deterioration; often emerge years after project completion, undermining safety and
public confidence. The importance of quality control mechanisms and third-party
inspections to address this issue is all the more important.

6.2 Inflated Costs

Inflated project costs are a major warning sign of procurement-related corruption.
These may result from:

¢ Bid rigging or collusion among contractors;

e Repeated contract variations and unjustified cost escalations;

¢ |nflated measurements or billing for unexecuted work; and

e Limited market competition due to opaque shortlisting or restrictive eligibility
criteria.

The on-going initiative advocates for competitive procurement processes,
strengthened contract management, and digital transparency tools like e-
procurement platforms to curb cost inflation.



6.3 Delayed Project Implementation

Chronic delays are often linked to:

Incompetence or low capacity of awarded contractors;

Weak prequalification and registration systems;

Cash flow problems due to delayed or politically influenced payments; and
Distrust and misalighment among stakeholders.

Such delays signal deficiencies in project governance and monitoring systems. The
Reform and Road map of the Construction Industry calls for robust performance
tracking systems and real-time monitoring mechanisms to address this issue.

6.4 Unequal Contractual Relationships

When power imbalances exist—such as when government is the sole client—
contractors may be pressured into accepting unfair terms or into corrupt
engagements. Ambiguities in contracts and over-reliance on a supervising engineer's
interpretation may further exacerbate risks. The DCI Road Map recommends
equitable contract structures, greater transparency, and capacity building to ensure
balanced relationships.

6.5 Weak Enforcement of Professional Standards

The failure to uphold ethical and technical standards among construction
professionals is a root enabler of corruption. Without strong professional
associations, disciplinary mechanisms, and licensing frameworks, professionals lack
accountability. The Plan stresses the need to empower independent regulatory and
professional bodies, enforce codes of conduct, and build a culture of integrity across
the sector.

6.6 Disparities in Public vs. Private Sector Salaries

Large salary gaps between the public and private sectors create incentives for rent
seeking among underpaid officials responsible for large contracts. These gaps often
lead to conflict of interest or forced facilitation payments. Flexible pay structures and
performance-linked incentives to attract and retain qualified professionals is
important.




6.7 Discretionary Powers and Barriers to Market
Entry

Excessive discretionary powers held by government officials; especially in contract
award, licensing, and certification; pose major risks for abuse and favoritism. Similarly,
opaque processes in registration or access to finance and equipment discourage fair
competition. These risks are acknowledged in the national reform agenda, which
promotes transparent, rule-based systems and streamlined procedures to open the
market and limit discretionary interference.

7. Inefficiencies and Capacity Gaps in
Ethiopia’s Construction Sector

The performance of Ethiopia’s construction sector is constrained by widespread
inefficiencies and persistent capacity limitations across all phases of the project life
cycle. These structural weaknesses contribute to project delays, cost overruns,
quality defects, and ultimately, the underachievement of national infrastructure
goals. Addressing these constraints is central to the reform and modernization
agenda set out in Ethiopia’s 10-Year Development Plan, which prioritizes institutional
efficiency, professionalization of the industry, and improved governance in project
delivery.

7.1 Pre-qualification Process and Procurement
Bottlenecks

The current pre-qualification system, while intended to ensure quality bidders, often
lacks transparency and has inadvertently encouraged collusion. Prolonged
prequalification-to-tender intervals result in data obsolescence and low bidder
participation, undermining competitive procurement. The adoption of automated
procurement systems, standardized procedures, and clear evaluation criteria to
foster fairness and efficiency is promoted.

7.2 Contractual Ambiguities

Frequent disputes arise from unclear contract clauses, particularly around defaults,
taxation, and price adjustments. The misinterpretation of these provisions delays
decision-making and increases litigation. Standardizing contract templates and
aligning them with international best practices is recommended in national reform
strategies.




7.3 Delays in Land Acquisition and Right of Way
Clearance

Project mobilization is often delayed due to unresolved ROW and land acquisition
issues. The absence of pre-bid clearance and compensation mechanisms creates
significant implementation hurdles. Enforcing land readiness certificates before
contract awards and improving coordination between infrastructure agencies and
land authorities may be recommended.

7.4 Weak Project Management and Administrative
Governance

The sector suffers from inadequate project oversight, lax enforcement of timelines
and budgets, and limited innovation. These inefficiencies are linked to low managerial
capacity and a lack of integrated planning tools. Emphasis should be given for the
need for professional project management offices (PMOs) and modern project
delivery methods (e.g., EPC, PPP).

7.5 Ambiguity in Roles and Responsibility of
Stakeholders

There is widespread confusion regarding the role of the Independent Engineer and
weak enforcement of responsibilities by contractors, consultants, and client agencies.
Empowering supervisory bodies, professionalizing contract administration, and
promoting a spirit of partnership between clients and contractors is a core reform
recommendation.

7.6 Delays in Decision-Making and Variation
Approvals

Project progress is often hindered by bureaucratic inertia. Site-level managers are
rarely empowered to make timely decisions on variations, claims, or extensions. This
lack of delegated authority and clear accountability structures results in prolonged
disputes. Institutional reforms should aim to decentralize decision-making and
enforce strict turnaround timelines.




7.7 Delays in Payment Processing

Late payments sometimes withheld without justification contradict standard contract
terms and erode contractor capacity. Establishing automated, transparent payment
workflows and enforcing payment timelines are essential components of improving
project cash flow and contractor performance.

7.8 Ineffective Dispute Resolution Mechanisms

Dispute resolution bodies (DRBs) are often underutilized or established only after
disputes emerge. Their decisions are frequently delayed and rarely enforced. To
address this, early DRB formation, capacity-building for arbitrators, and binding
alternative dispute resolution mechanisms are promoted.

7.9 Misuse of Joint Ventures (JVs) and
Subcontracting Challenges

JVs are often misused, with lead partners playing minimal roles while junior partners
who lack implementation capacity manage project execution. This violates the spirit
of joint responsibility. Stricter enforcement of JV obligations and periodic
performance audits are necessary reforms.

On the other hand, unregulated subcontracting has become prevalent, with main
contractors outsourcing nearly all activities to unqualified local firms. This
undermines project quality and continuity. The Plan calls for regulation of
subcontracting practices, including fair treatment of subcontractors and qualification
requirements.

7.10 Poor-Quality Designs and Ineffective Supervision

Inadequate design studies and rushed preparation often lead to variations and
delays. Supervision consultants bound by time-based contracts lack incentives to
ensure quality or efficiency. Shifting to performance-based contracts for design and
supervision services, along with improved design review procedures is recommend in
possible instances.

7.11 Unrealistic Consultant Fees and Weak
Accountability

Consultants often submit low bids, compromising the quality of designs and field
investigations. There is no performance monitoring or liability for consultants’ errors.
It is important to work with relevant organs to improve this practice, establishing
performance evaluation systems and introducing liability frameworks to ensure
consultant accountability.




7.12 Human Resource and Skill Gaps

The construction sector suffers from a shortage of skilled labor and qualified
professionals. Despite claims of cheap labor availability, productivity is low and
equipment downtime is significantly high due to lack of training and certification.
Most workers lack formal skills, and professionals have limited exposure to modern
techniques. It is urgently important to:

e Expanding TVET programs for trades like masonry, welding, carpentry, and
mechanics;

e Creating certification and re-certification frameworks; and

e Offering continuous professional development (CPD) for engineers, planners, and
managers.

7.13 Misalignment of Academia and Industry Needs

Curricula in engineering and construction management often fail to address industry-
relevant competencies such as legal, environmental, financial, and social aspects of
construction. The Construction Industry Reform Initiative calls for industry-academia
collaboration to realign training programs with evolving market needs, especially for
complex, large-scale infrastructure projects.

7.14 Weak Corporate and Organizational Culture

Many mid-to-large construction firms remain family-owned and operate without
professional management structures. Poor financial planning, misallocation of
mobilization advances, and inefficient resource use are common. Reform efforts must
include corporate governance training, promotion of professional management
practices, and financial reporting standards to improve business sustainability and
competitiveness.




8. Launching the Ease of Doing
Business Framework in Construction
Sector

It is important to recall that the 10-Year Development Plan of the nation (2021-2030)
highlights infrastructure development as one of its key strategic pillars and
emphasizes the need for an efficient, transparent, and competitive construction
sector. The plan prioritizes enhancing service delivery, eliminating bureaucratic
hurdles, and fostering good governance to improve the ease of doing business in all
economic sectors, especially in construction, which remains critical for national
growth, employment creation, and urban transformation.

Recognizing this, the Ease of Doing Business Framework for Ethiopia’s Construction
Sector aims not only to reduce corruption and inefficiencies but also to build
institutional capacity, professionalism, and regulatory clarity across the value chain.
The framework proposes integrated reforms aligned with the four key enablers: good
governance, institutional capacity, accountability, and private sector development.

9. International Best Practices and
Lessons

International experience shows that targeted, practical reforms in the construction
sector can significantly reduce delays, improve transparency, enhance service
quality, and attract private investment. This section presents country-specific case
studies followed by cross-cutting success factors relevant to Ethiopia’s context.

9.1 Country-Specific Reform Case Studies

Rwanda: Single-Window Permit Systems and E-Procurement

¢ Key Innovation: Centralized Construction One-Stop Center providing approvals
for permits, land use, and environmental clearances.
e |Impact:
o Reduced permit processing time to fewer than 30 days.
o Streamlined coordination between urban planning, utility, and safety
regulators.
o Introduced online building permit application systems integrated with GIS
tools.




e Lessons for Ethiopia:
o Institutionalize multi-agency collaboration through digital platforms.
o Enable permit tracking and timeline enforcement mechanisms.
o Promote decentralized access through regional service kiosks.

Singapore: Transparent Grading and Licensing of Contractors

e Key Innovation: The Contractor Registration System categorizes firms by
financial capacity, technical experience, safety record, and past performance.
e Impact:
o Enforced quality-based contractor selection over lowest-bidder approach.
o Promoted fairness and reduced litigation through pre-qualified grading.
o Enhanced public trust through publication of firm grades and blacklists.
¢ Lessons for Ethiopia:
o Adopt a tiered contractor grading system tied to performance metrics.
o Make registration databases public to improve transparency and investor
confidence.
o Enforce penalties and suspensions based on performance audits.

Chile: Real-Time Construction Oversight Dashboards

e Key Innovation: Nationwide digital dashboards to monitor project progress,
budgets, compliance, and variation claims in real-time.
e |Impact:
o Improved project delivery timelines through proactive oversight.
o Flagged early risks (cost overruns, delays, design issues) through automated
alerts.
o Enhanced citizen participation via publicly accessible dashboards.
¢ Lessons for Ethiopia:
o Develop GIS and loT-enabled dashboards for federal and regional
construction projects.
o Integrate data into dispute prevention and audit systems.
o Encourage civil society monitoring of large-scale infrastructure investments.




United Arab Emirates (UAE): Pre-Cleared Land Certification Before Bidding

e Key Innovation: Government ensures land readiness (ROW clearance,
compensation, utility relocation) prior to tendering.
e Impact:
o Prevented post-award delays and legal disputes.
o Made public-private partnerships (PPPs) more bankable.
o Reduced procurement and mobilization uncertainty for contractors.
e Lessons for Ethiopia:
o Mandate pre-bid clearance of land and right-of-way (ROW).
o Coordinate between land agencies and sector ministries before tender.
o Use blockchain-based land registries for secure documentation.

South Korea: Smart Contract Administration Tools

e Key Innovation: Deployment of automated contract management platforms
integrated with payment, variation approval, and document control.
e Impact:
o Reduced dispute resolution timeframes.
o Enhanced predictability of execution timelines and costs.
o Enabled audit-ready digital trails for transparency and control.
¢ Lessons for Ethiopia:
o Introduce e-contracting tools (based on FIDIC) to standardize administration.
o Link contract execution with e-payment platforms for real-time disbursement
tracking.
o Provide mobile-based site access for supervision and inspections.

9.2 Cross-Cutting Enablers of Success

The above reforms share common systemic enablers that Ethiopia can adopt or
adapt:

A. Digital Transformation and E-Governance

e Full digitization of permitting, registration, procurement, and contract
administration.
¢ Real-time dashboards, audit trails, and mobile access to field data.




B. Independent and Accountable Regulatory Oversight

e Creation of autonomous regulatory bodies with enforcement powers.
e Professional councils with legal mandates to certify, discipline, and audit
practitioners.

C. Capacity Building through Academia-Industry Partnerships
e Co-designed TVET and university curricula tailored to real construction
challenges.
e National CPD systems for engineers, quantity surveyors, project managers, etc.
e Dual training models (classroom + industry exposure).
D. Whistleblower Protection and Anti-Corruption Frameworks
e Legal protections for those reporting corruption in contracts, licensing, or
payments.

e Anonymous reporting channels and independent grievance redress mechanisms.

E. Institutionalized Public-Private Dialogue (PPD)

e Standing platforms for consultation on codes, reforms, and procurement policies.

e Formal engagement of construction industry associations in policy review.

e Use of PPD forums for feedback on contractor grading, regulations, and
technology standards.




Summary Table: International Best Practice Alignment

One-stop digital permit Model for federal-regional
Rwanda . .
portal integration
. Contractor grading and Transparent selection and
Singapore . . .
licensing system accountability tool
Chile Real-time oversight Monitoring and citizen
dashboards engagement
UAE Pre-cleared land Risk reduction for contractors and
certification lenders
South Korea Sma.rt.contr.act Dispute prevention and project
administration control

10. Strategic Pillars of the Reform

10.1 Systemic and Institutional Oversight

The Ethiopian construction sector suffers from fragmented accountability
mechanisms and unclear lines of authority. A core reform area is strengthening
regulatory bodies that ensure transparency in procurement, licensing, and project
performance audits. Sector’s systematic performance oversight, spot checks,
performance reviews, and oversee grievance redress mechanisms areas should
receive attention across the nation.




10.2 Regulatory Simplification and Legal Clarity

To reduce transaction costs and delays, the government would continue
standardizing construction contract templates, reduce unnecessary layers in permit
acquisition, and make land acquisition and right-of-way processes predictable and
enforceable. Procurement procedures must be aligned with the revised Public
Procurement Proclamation, ensuring competitive, fair, and transparent contractor
selection.

10.3 Professionalization and Industry Governance

Strengthening professional associations and councils would receive attention.
Professional bodies must have the mandate and resources to set and enforce ethical
and technical standards for contractors, consultants, and public sector clients. A
national grading, rating and certification system should be introduced to improve
quality assurance and drive merit-based recognition.

10.4 Capacity Building and Innovation Promotion

A foundational recommendation is to address the skill and capacity gap in both the
public and private sector. This includes:

¢ Rolling out continuous professional development programs,

e Upgrading technical and vocational training curricula in consultation with the
industry,

e Promoting innovation in contract management through digital tools and project
management systems, and

e Building the capacity of regulatory agencies through knowledge transfer, cross-
sectoral collaboration, and incentive-based performance systems.

11. Priority Interventions for Ease of
Doing Business

11.1 Risk-Based Project Management and Planning

The DCI Road Map calls for risk-sensitive and resilient infrastructure planning. In this
light, contract administration guidelines should include clear mechanisms for dispute
resolution, timely payment enforcement, scope management, and risk allocation.
Road and infrastructure agencies must complete pre-construction requirements—
such as land acquisition, permits, and environmental clearances—before awarding
contracts.




11.2 Fair and Transparent Procurement

Procurement systems must be digitized and linked to a centralized Contractor and
Consultant Registry System or should be readily available that allows for tracking past
performance, rating professionalism, and ensuring quality-driven contract awards.
Bid evaluations should balance price, past performance, technical capacity, and
financial standing.

11.3 Technology-Enabled Oversight and Monitoring

Embracing digital transformation is central to the overall government initiative and
modernizing construction governance. Construction management software,
geospatial tracking of projects, real-time dashboards, and mobile-based auditing
tools should be integrated into the public project life cycle.

11.4 Strengthening Accountability and Integrity

The lack of accountability fuels inefficiencies and corruption. Strengthened internal
audit units, transparent procurement platforms, and a publicly accessible
performance database of contractors and consultants will reduce misconduct.
Whistleblower protections and anti-corruption education must be embedded across
all institutions.

11.5 Empowering Industry Associations

The Road map calls for broader private sector and associations participation.
Construction associations should be empowered to:

e Register and grade members based on performance,

e Advocate for fair industry practices,

¢ Facilitate skills training and career growth, and

e Serve as a bridge between government and private sector for consultations on
regulatory changes.

11.6 Inclusive Stakeholder Engagement

Establishing platforms for regular dialogue among clients, contractors, consultants,
academia, and civil society will improve communication, resolve disputes early, and
build shared responsibility for project success. Civil society organizations can be
involved in community-level project monitoring and budget tracking to enhance
transparency.




12. Measuring the Drivers and Success
Factors in the Construction Sector

To effectively implement the transformation agenda in Ethiopia’s construction
industry and ensure alignment with the 10-Year Development Plan, it is essential to
establish a multi-level performance measurement framework. This framework should
assess both the enabling environment and the operational efficiency of actors within
the sector. The importance of performance-based operation, monitoring, evidence-
driven policy making, and continuous improvement—principles that underpin this
measurement framework have been emphasized.

12.1 Macro-Level Indicators (Enabling Environment)

1. Policy and Regulatory Governance

The strength, clarity, and consistency of policies and regulations significantly affect
sector efficiency. Key indicators at this level include:

e Alignment of sector policies with national development priorities.
e Existence and enforcement of standardized procurement and contract laws.
¢ |Institutional reforms to reduce bureaucratic inefficiencies and corruption.

2. Operational Construction Council

Effective functioning of the National Construction Industry Council and relevant
bodies under MUl is critical. These should proactively:

e Be ready and committed to oversee and ensure effective performance of the
construction industry.

e Set and enforce professional standards,

e Oversee licensing, classification, and discipline of contractors and consultants,
and

e Serve as a central policy coordination platform.




3. Access to Credit and Sustainable Financing

The availability of construction finance—especially for small and medium firms—will
determine the sector’s inclusivity and resilience. Indicators include:

e Proportion of firms with access to working capital.

e Establishment of national equipment banks or leasing programs.

¢ |Implementation of SME-friendly loan schemes.

e Availability of project-based financing and performance bonds.

¢ Introduction of credit scoring and digital finance for contractors and consultants.
¢ Increased foreign currency availability for import of equipment/materials.

12.2 Industry-Level Drivers (Institutional and Market
Dynamics)

1. Ease of Starting Construction Business and Obtaining Permits

A streamlined and transparent registration and permitting system is essential with
sets of target of reducing the number of days and procedures required to start a
business. Indicators should assess:

e Reduce administrative bottlenecks and number of procedures required to register
a construction/consulting firm.

e Time and cost to obtain building and environmental permits, reduce an average
time to less than 10 days,

e Availability of one-stop service centers/platforms established for licensing, tax
registration, and permit issuance.

2. Enhanced Market Participation

¢ Increased number of contractors capable of executing medium and large projects.

e Promotion of partnerships/JVs with international firms.

e Enhanced participation of private sector and diaspora investors in construction
finance and contracting.




3. Profitability and Sector Attractiveness

e Average project ROI improved due to reduced costs, less downtime, and
fewer disputes.

e Performance-based contracts adopted to reward quality and timely
delivery.

e Private sector confidence increased through a stable policy and
investment climate.

4. National Construction Price Indices

Price predictability supports fair bidding and budget planning. A national
construction cost index should be maintained and updated regularly to:

e Reflect local material and labor costs.
e Supportinflation adjustments in contracts.
e Enable comparative cost assessments across regions.

5. Grading, Rating, and Classification of Firms

An operational grading and performance rating system, supported by digital
databases, should measure:

e Technical capacity and experience.
e Past project delivery timelines, quality, and compliance.
e Financial strength and ethical track record.

12.3 Project-Level Success Factors (Operational
Excellence)

1. Clear and Standardized Contract Administration Documents

Standard contract templates reduce disputes and improve compliance. Key
indicators:

e Use of FIDIC-like or government-approved standard contracts.
e Training of stakeholders in contract administration.
e Use of standard clauses for payment, claims, and penalties.




2. Efficient Contract Management and Enforcement

The capacity to manage and enforce contracts impacts timelines and quality.
Measures include:

e Time taken to resolve claims and disputes.

e Percentage of projects completed within budget and schedule.

e Clarity of roles among client, contractor, and consultant.

e Standardized construction manuals and automated contract management
systems introduced.

e Promotion of quality assurance labs and construction standards compliance
monitoring.

3. Transparent Bidding and Procurement Processes

Procurement practices must be open, competitive, and corruption-resistant.
Indicators:

e Ratio of open to restricted tenders.

e Reduction in procurement delays and increased transparency.

e Centralized digital registry of contractors, consultants, and past project
performance.

e Bid protest resolution efficiency.

¢ Publication of tender outcomes and evaluations.

4. Fair Risk Allocation and Insurance Compliance

Balanced contracts fairly distribute project risks. Measures:

¢ Inclusion of risk-sharing clauses (e.g., for delays or unforeseen conditions).
e Mandatory insurance coverage for liabilities and defects.
e Use of performance and advance payment guarantees.




5. Functional Dispute Resolution Mechanisms

Robust dispute resolution mechanisms/Improved Dispute Resolution
Efficiency reduce costly delays. Indicators include:

e Average time to resolve disputes through DRB or arbitration.

e Percentage of resolved cases accepted by parties.

e Availability of trained adjudicators and mediators.

e Establishment of independent Construction Dispute Tribunals.

e DRB decisions to be binding unless overturned by higher arbitration within
fixed time frames.

6. Health, Safety, and Environmental (HSE) Compliance

Worker safety and environmental standards are integral to quality
construction. Monitoring should cover:

e Number of HSE violations reported per project.
e Adoption of safety plans and environmental mitigation measures.
e Training hours delivered to workers and supervisors.
7. Monitoring Compliance and Performance
Project oversight is essential. KPIs to track include:
e Frequency of site inspections and compliance audits.
e Real-time reporting tools used.
e Engagement of third-party monitoring or community watchdogs.

8. Adoption of Technology Tools

Digital platforms and tools enhance transparency and efficiency. Indicators:

e Use of construction management software.
e Integration of GIS for project planning and tracking.
e Use of e-procurement systems.




9. Construction Skills and Workforce Development

The construction industry must invest in human capital. Metrics include:

Number of certified professionals trained annually.

Existence of a skills accreditation and renewal system.
Partnerships between TVET institutions and industry.

Increased availability of skilled labor via targeted TVET programs.

13. Conclusion

The transformation of Ethiopia’s construction sector, as envisioned in the 10-Year
Development Plan and the current DCI Initiative, requires a comprehensive,
coordinated, and evidence-based approach. The sector, while critical to
infrastructure-led growth and job creation, has long been hindered by regulatory
inefficiencies, widespread malpractices, institutional capacity gaps, and weak
governance structures. Addressing these issues is no longer optional but a national
imperative to unlock inclusive economic development and sustainable infrastructure
delivery.

This reform initiative; centered on the Ease of Doing Business Framework in the
Construction Sector; has identified and proposed strategic actions across key/core
areas: addressing malpractices, detecting warning signs of corruption, correcting
inefficiencies and capacity constraints, implementing enabling regulations, enhancing
contract and project management, and reinforcing sectoral accountability and
transparency.

At the core of these reforms is a multidimensional Indicator Matrix designed to track
the sector's transformation. It captures macro, industry, and project-level drivers
such as enabling regulations, access to finance, business density, contract
enforcement, health and safety standards, technology adoption, and skill availability.
These metrics are directly tied to national development goals, aiming to create a
vibrant, transparent, competitive, and accountable construction industry.




Key reform outcomes include:

e Astreamlined and transparent regulatory and licensing environment;

e Improved access to finance and foreign currency;

e Greater participation of local and international contractors and consultants;

¢ Increased competition and reduced procurement barriers;

e Enhanced capacity for dispute resolution and contract enforcement;

e Reduction of corruption and malpractices through digital tools, accountability
frameworks, and civic engagement;

e Improved quality of project delivery through professionalization and
standardization;

e Strengthened human resources and sector-specific skills development aligned
with industry needs.

Cross-cutting measures such as the institutionalization of transparent procurement
systems, promotion of public-private dialogue, digital contractor registries, and the
establishment of independent regulatory and dispute resolution bodies are essential
for sustaining momentum.

Ultimately, the goal is not simply to improve Ethiopia’s ease of doing business
indicators, but to catalyze a fundamental shift in the construction sector’s culture,
performance, and contribution to national development. A sector grounded in trust,
accountability, professional integrity, and innovation will serve as a foundation for
inclusive growth, resilient infrastructure, and improved service delivery.

It is hoped that by implementing the proposed framework, Ethiopia positions itself to
transition from a fragmented, low-efficiency construction environment to a
competitive, productive, and corruption-resilient industry that serves the public
interest and accelerates the nation’s development aspirations.
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Annex 1: Ease of Doing Business Indicator Matr

Ethiopia’s Construction Sector

To be developed with Sector’s professionals soon.
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Remarks from the Minister

| recall that one of the Pillars of our Construction Industry Reform and
Transformation Road Map is Pillar No. IV: Business, Competitiveness and
Sustainability. An introduction of assessment and measurement of
competitiveness; and subsequent recognition of best performers across
the industry in multiple categories becomes relevant, timely and urgent.
Subsequently, this Competitiveness Rating, Recognition and
Accountability Framework is produced and developed with the
involvement of senior professionals and officials. The aim is to identify
competitive companies and developing a competitive industry through
careful assessment of their establishment and performance overtime,
measured against the logical set of their competitors based on set
dimensions of business performance. In this process, Clients, Contractors
and Consultants would be considered with the objective of assessing how
well the Industry is performing according to the set criteria.

As Ministry, our role, this time, is to consistently ensure that the
Stakeholders are on board in every aspect of our endeavor in
transforming the industry under auspices of: Construction Industry
Transformation Initiative. In this process, | am pragmatic and realize what
it takes to materialize and successfully implement the Road Map. As
Industry we need to accept new ideas and fully committed to change the
way our Construction Industry has been performing so as we can
meaningfully contribute to our prosperity and building our nation. In all
our endeavors, we are aware, recognize, consolidate the achievements
and gains made so far.

HE Chaltu Sani,
Minister, Ministry of Urban and Infrastructure




Preface and Acknowledgments

The approach used to develop this Framework has been to closely follow
the policy direction set out by the Ministry of Urban and Infrastructure;
and DCI Reform and Transformation Road Map. It is drafted with the
intention to accelerate the implementation of the Policy and the Road
Map at national and industry level. A good deal of categories of literature
mainly: i) Levels of Competitiveness of the Ethiopian Road Construction
Industry; ii) Business performance: In Search of Excellence, Jumping the
S-Curve, Good to Great, and Peak Performance; iii) Competitiveness: On
Competition, The Competitive Advantage of Nations, Understanding
Michael Porter, Assessing Business Excellence; and iv) Ethiopia: Ten Years
Perspective Plan, Medemer/Synergy, etc are refereed/consulted.

The Framework should not be seen as fixed or final. The development
approach adopted should be flexible throughout the definition, the
planning and the implementation process and be adaptable to changes in
economic and wider environmental parameters.

However, being able to track and demonstrate progress towards our
vision is vital to ongoing commitment and belief in the vision by
stakeholders inside and outside of the sector. An effective performance
measurement system can: i) track progress over time; ii) identify issues or
challenges; iii) inform policy and decision making; iv) help to set
measurable targets for performance improvement; and v) help drive
behavioral change amongst sector members. Full engagement of the
Industry actors is important here. With better and improved engagement
of Stakeholders at different levels, every effort and framework including
this one will be better implemented and add value to the wider initiative.




This kind of initiative does not begin-nor last- without the direction and
dedication of key officials at the Ministry of Urban and Infrastructure.
Once direction is given by HE Chaltu Sani, the Minister, the Team working
in this Framework have enjoyed the support and attention needed to
come up with a comprehensive and yet flexible deliverables. The
contribution and dedication of professionals have been exceptional and
need to be acknowledged. Documents and studies consulted in
developing the Framework are provided at the end of this document.

Yetmgeta Asrat, State Minister,
Chairman, Steering Committee of
Construction Industry Transformation Initiative




. Background
1.1 Definition

The Domestic Construction Industry is defined as made of: Foreign
companies with 51% Ethiopian ownership and registered in Ethiopia,
National Private Companies; National Public Companies (state
companies); the administrative force-accounts construction and
maintenance units of the Road Authorities.

Construction Industry includes Construction Contractors, Consultants
for Design, Supervision or Quality Controls and Suppliers involved in the
process of identifying, designing, constructing and supervising road
activities.

Competitiveness: the relative state of efficiency and capability of those
construction firms operating in Ethiopian construction sector measured
by selected competitiveness parameters.

Higher-level Contractors: Companies registered as Grade 1 to 3 using the
current registration system used by MIU/Ethiopian Construction
Authority.

Medium-level Contractors: Companies registered as Grade 4 and 5 using
the current registration system used by MIU.

Labour Based and Small scale Contractors are all companies registered
as Grade 6 to 10.




1.2 Aims and Objectives of the Framework

At the outset it is important to clearly define the purpose of a
measurement framework: that is, to define why we are measuring
performance and what the data will be used for. This will determine the
breadth, depth, and nature of the measurement process. The aim is to
identify competitive companies and developing a competitive industry
through careful assessment of their establishment and performance
measured against the logical set of their competitors based on set
dimensions of business performance. In this process all actors including
Clients, Contractors and Consultants would be considered with the
objective of assessing how well the Industry is performing according to
the set criteria.

The objectives of the Rating are:

e To introduce and launch “Performance and Excellence Initiatives”:
Institutionalizing a national Construction Excellence Initiative that will
foster competitiveness through performance bench-marking,
recognition of best performers, and incentives for innovation,
sustainability, and quality across multiple categories.

e To improve the speed and quality of completed construction projects
with much emphasis on time, cost, management and responsiveness
to client needs,

e Adopt contract strategies that are more likely to promote
improvements in integrated project performance to provide more
predictable final costs and completion date,

e Improve professionalism of all those involved in procurement and
managing construction so that good practice is more widely accepted
and applied within the construction industry, and

e Adopt more innovative approach to improve value for money and
speed of performance in construction sector.




Il. A Pathway for Competitiveness
2.1 The Premise

The Construction Industry and individual firms in Ethiopia must strive to
forcefully aim and address the fundamentals below.The
company/business who will prosper are those who:

e Have superior intelligenece (knowledge base),

e Are capable of managing advanced technologies,

e Respond rapidly to change, and

o Accomplish its works with efficiency and effectiveness.

In view of the foregoing, the current situation of the construction
industry, the amount of resources invested so far and expected
workloads across the nation, the challenges and time spent by high-
leadership in following up projects, and major goals of the Industry
underlie a simple and compelling premise that applying elements of
competitiveness and excellence are essential and must be undertaken for
the long-term benefit of the nation and the construction sector in
particular.

2.2 Competitive Construction Industry

For a construction industry, competitiveness refers to the ability to, in
the long-term, satisfy the sophisticated demands of companies, clients
and society respectively and simultaneously, while acting under free and
fair market conditions, exposed to an international market environment.
Several aspects of the definition need to be highlighted.




e (There are three stakeholders of an industry; the companies
constituting the industry, represented by shareholders and
employees, the clients buying its products or services and the society
in which the industry is operating. A truly competitive industry
satisfies all three parties[1];

e An industry must stand the test of an international market
environment to truly be called competitive; and

e |t is important to underline that companies, clients and society
together shape their own business environment and the conditions
for competitiveness. Thus, a competitive industry requires a
competitive business environment which embraces three
perspectives with potentially conflicting interests[2].

e [1] The companies and their shareholders will get sufficient profit on
investment and the employees will experience high employee
satisfaction. Clients will see their needs fulfilled and for society, a
competitive construction industry will contribute, by taxes and job
creation, to economic well being and by environmental and social
responsibility to societal well being.

It is appreciated that a single focused construction industry development
“template” for national construction goals implementation would be an
impossibility to either develop or execute. What is needed and could, in
fact, attain the desired goal results was a sector focused approach that
enables the focused application of sectoral expertise to develop,
prioritize and execute the sector relevant goals. We have to, however,
agree and commit ourselves to undertake significant actions in order to
pull together the diverse, even contentious, interests present in each
sector. In the process, each sector should have in mind that the local
construction industry should base its activities/business with the
overarching goal of being competitive; having this Framework and
excellence vision in mind.




2.3 Major Goals of the Industry

Building up the DCI will require time and continuous effort, and should be
implemented smoothly and in phase. A 30-Year road map has been
prepared by Ministry of Urban and Infrastructure along with the on-going
10 Year’s Perspective Plan. The goals would be practical if:-

[Were clearly achievable and clearly articulated,;
Anchored in reasonable implementation schemes;
Targeted viable initial users/actors; and

Embedded appropriate incentives and recognition.

As a result, a modified Road Map is designed with different perspectives
to lead the industry in a structured manner with a long-term plan.
Accordingly, the Road Map is modified and categorized into four phases
with clear stages of development targeting to ensure efficiency and
competitiveness with ultimate objective of developing an innovative DCI.




Table 1: DCI Transformation Road map (Modified)

Diagnostic phase addressing
DCl's inefficiencies:
Assessment institutional fragmentation,
Phase | 2021-2024 ’ administrative malpractices,
Awareness . .
weak leadership, low technical
capacity, and informal
practices.
Establishment of enabling
Engagement, conditions, reform-oriented
Institutional policies, modern regulations,
Phase Il 2025-2026 Strengthening harmonized standards,
& Image structured stakeholder
Building engagement, and launch of
rating frameworks.
Emergence of a result-driven,
Efficient and accgu ntable ind ust.ry delivering
Phase lll | 2027-2040 | Competitive | GU2lity; cost-effective, and
bel timely infrastructure. At least
20 domestic firms able to
compete internationally.
Mature, technology-led
Innovative construction sector digitized,
Phase IV | 2040-2050 and Glo.bally resilient, green, apd gxport—
Recognized ready making Ethiopia a model
DCI of excellence and innovation in
Africa and beyond.

Source: DCI Reform and Transformation Road Map, June 2025.




2.4 Prerequistes

The Ministry bears in mind that transforming the Sector (the contracting
institutions and the domestic construction industry) and realize the
expected result could require a longer time and effort. Thus, the
successful implementation of the initiative, achieving national
construction goals, would require, from each sector and from
construction industry as a whole, that:

e Industry leaders provide the necessary leadership and resources;

» Respective sectors commit to support and succeeded,

» Aviable industry oversight body be established,;

e Barriers to implementation be recognized, discussed and consistently
resolved; and

o Implementation of the concepts and segments of the initiative
objectively and regularly assessed, refined and reported.




I1l. Theoretical & Conceptual Framework of
Competitiveness Framework

Theoretical and conceptual framework of the competitiveness framework
adopted elsewhere are reviewed. This is important to understand and
define the relations between the variables used to measure
competitiveness, guide this exercise, whilst at the same time determining
what elements to be considered in analyzing and measuring performance
of the Ethiopian construction industry.

There are large numbers of parameters determining the success of
contractors, whose organization structures and governance have become
more and more complicated. However, stakeholders in construction can
only manage and understand a certain number of factors simultaneously.
In addition, the competitiveness parameters applied elsewhere are
inherently competing for the resources and sometimes cumbersome to
inspect them. They are also dependent on the socio-economic status of
countries. Nevertheless, the available parameters might be different
when applying to Ethiopian situation, a country whose construction
business level is thought to be undeveloped and short period of history
compared to most countries where such parameters are developed and
tested. Hence, it is important to explore the characteristics of developing
countries and in particular to the construction industry and their
implications to the development of competitiveness parameters.

There are many KPIs that can be utilized in measuring construction
performance including specific ones relating to productivity, safety, and
quality. The method of identifying the most significant KPIs which will
objectively help evaluate contractor performance in particular could be
categorized into six broad heads based on various characteristic features.
These are:




Project-related factors. These are the specific pre-selected success
factors during project construction which essentially deal with the
type, size and complexity of construction projects and other related
aspects. These characteristic features are those not attributable to
the stakeholders, supply chains or the project environment;

Client-related factors which are primarily concerned with the client’s
knowledge and experience with different type of projects as well as
his project management capabilities;

Consultant-related factors which cover aspects pertaining to the
preparation of design documents, drawing details, changes in design
documents, specifications of the project, etc,;

Contractor-related factors which are responsible for quality
management practices adopted by the contractors, their technical
expertise, site management and supervision skills, etc.;

Supply chain-related factors encompass those factors relating to the
selection of suppliers, procurement of right materials and equipment,
availability of labour, etc.; and

External environment-related factors which deal with the economic,
social, political, technological and ecological environment affecting
the success of a construction project.




These classifications are necessary because apart from the preselected
success factors that are specific to each project, specific stakeholders
have different perspectives towards success of construction projects.
They also play different roles in ensuring the success of a construction
project. Further, the supply chain activities required during construction
are not under the control of these stakeholders and hence their effect
has to be considered separately. Similarly, every project is constructed
within an environment and therefore, it is important to consider the
effect of such an environment (physical and ecological, economic, social,
technological) on successful completion of construction projects. The
performance evaluation framework proposed for Ethiopian construction
industry attempts to consider these aspects. The framework will not
merely concentrates to evaluate contractors’ role in construction
projects but includes the two main actors; Client and Consultant in
limited way. However, it is good to realize that every framework including
this one is not without limitations.

The review of literature helped to develop the theoretical and
conceptual framework of the competitiveness framework. It is learned
that the issue of competitiveness measurement cannot be explained with
a single metric and any indices. It is also true that indices and subsequent
rankings as any other exercise meant to reduce systemic elements into
numerical representations and thus have their own fault lines. No level of
measurement, aggregation and ranking precision could have the ability to
exactly tell what is happening on the ground. Yet, indices, with all their
problems, are helpful instruments of decision and policy-making.
Considering the fact that every numeric representation entails some sort
of error of commission, it is natural to treat it with some doubt and
cautiousness.




IV. Competitiveness Rating Framework
4.1 Rating Approach

Defining the very term, Competitiveness, for one, is a challenge. Figuring
out an approach and methodology that could consistently and
repeatedly identify competitive firm/industry is another. And then
determining what gets competitive company/entity into that position and
keep them there is still another. The other important point in this process
is learning and consideration. In Ethiopia, in Construction Industry, the
important consideration is that Competitiveness is relative: Best
Performing Companies and Clients can be judged only against low
performance. Next, it needs a rigorous approach to assessing
Competitiveness, to start at point and after numerous iterations, to
develop a one that has withstand critical scrutiny.

What follows is a chart that sets out the results to be achieved by every
project and business entity, associated stages and events together with
measurable Performance Indicators. The purpose of Performance
Indicators is to provide an unbiased mechanism for measuring and
monitoring performance, in this case through the duration of a project. It
is proposed that a relatively small number of indicators be agreed which
will provide focused information on progress of key elements of the
project.

4.2 Rating/Evaluation Process and Parameters

In selecting dimensions and parameters, a delicate balance between
simplicity and comprehensiveness is maintained. A client, contractor and
consultant performance evaluation report is an important document to
review when assessing the success of a project. It's the perfect way to
find out how well our contractors and consultants are doing and if any
areas need improvement or further support. Knowing what to include in a
evaluation report can help to make sure it meets all of the expectations
and captures vital data accurately.




4.2.1 Considerations

e As the companies and projects are too much, only higher grade
companies (say, Grade | to lll) are candidates for Rating;

o Complex system too costly and time consuming, creates complaints,
require more effort, crate confusion and difficult for multiple parties
to clearly understand for both agencies and contractors involved in
the Rating process. Therefore, use of large quantity technical
information is avoided,;

 Visit of the main office of better ranking Contractors and Consultants
to have strategic discussion with the top management might be
required from time to time; and

e Contractors and consultants to submit their recent audit report
showing their financial position (turnover and profit).

4.2.2 Dimensions and Parameters for Contractors,
Consultants and Clients

Here, we look at what dimensions should be included in Rating all parties
and why they're important for business operations and their rationale for
their inclusion:
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4.3 Accountability Framework

Accountability is a cornerstone of the Competitiveness Rating and
Recognition system. While ratings and recognition are designed to reward
excellence, accountability mechanisms ensure that poor performance,
non-compliance, and malpractices are addressed with integrity,
transparency, and fairness. This is essential for building trust, enforcing
reform, and upholding professional ethics in Ethiopia’s construction
industry.

4.3.1 Principles of Accountability

The framework is grounded in the following accountability principles:

* Transparency: Clear criteria, scoring systems, and outcomes must be
published and accessible.

e Responsiveness: Stakeholders should be able to submit feedback,
contest results, and report violations.

e Answerability: All rated entities must justify performance failures or
inconsistencies in reporting.

e Corrective Action: Mechanisms must be in place to enforce penalties
and mandate corrective actions.




4.3.2 Accountability Mechanisms by Stakeholder Group

Stakeholder

Accountability Mechanism

Contractors & Consultants

May face performance audits if scoring
below threshold for 2 consecutive years.
May be temporarily suspended from public
contracts for falsified data.

Required to submit Corrective Action Plans
for recurring underperformance.

Clients (Public Institutions)

Subject to annual peer reviews on project
management integrity.

Poor transparency or stakeholder scores
may lead to public disclosure or
institutional reviews by oversight bodies.
Delay in payment or biased procurement
flagged for administrative review.

Ministry of Urban and
Infrastructure

Must publish annual Rating Report Cards
and Framework Evaluation Reports.
Rating office and governance units will be
evaluated through external performance
audits every 3 years.

4.3.3 Grievance Redress and Appeals

e A formal Grievance Redress Mechanism (GRM) will be established at

the Ministry level.

o Stakeholders can submit complaints or appeal scores within 30 days

of rating publication.

e Anindependent Appeals Committee composed of public and private
sector representatives will adjudicate appeals within 60 days.
e Final decisions will be published to uphold transparency.




4.3.4 Sanctions and Remedies

Submission of false 1-2 year disqualification from government
performance data contracts

Repeated poor performance Mandatory technical audits + capacity-
(<40% score 3 years) building participation

Corruption-related practices Immediate blacklisting and referral to legal
(proven) authorities

Client abuse of procurement Ministry-led investigation and public censure
processes or referral to audit bodies

4.3.5 Public Disclosure and Enforcement

e All ratings, sanctions, and corrective actions will be published
annually on the Ministry’s website.

e The Ministry will release a DCI Accountability Bulletin biannually to
highlight progress, penalties, and lessons learned.

e Anonymous whistleblower channels will be created and maintained
as part of the National Anti-Corruption Framework integration.




4.4 Rating and Recognition Governance

The process of developing a measurement framework is as important as
the framework itself. Any person, group, or organization that will be
required to provide data or will be affected by decisions related to the
measurement framework should be engaged in the development of the
framework. One of the contributing factors for the start-up and ongoing
success of Rating and Award exercise, is a strong industry engagement
process.

In the realm of rating systems, Rating Governance would also play a
crucial role in ensuring the quality and integrity of ratings. It
encompasses a set of principles and practices that guide the process of
assigning ratings to major parties in construction sector. Rating
Governance aims to provide transparency, reliability, and consistency in
the rating process, enabling users to make informed decisions based on
trustworthy information.

For society, it offers assurance that the ratings they rely on are unbiased
and accurate. For businesses, it establishes a level playing field and
encourages fair competition. Regulators and policymakers recognize
Rating Governance as a mechanism to protect consumers and promote
market efficiency.

Some key considerations are given below:
e Rating Criteria given above is only preliminary and initial. These

criteria may vary depending on the industry or sector being rated and
or from time to time.




Rating Methodology: A robust Rating Governance framework
encompasses a well-defined rating methodology. This methodology
outlines the process of collecting relevant data, analyzing it, and
deriving ratings based on predefined approach which will be made
known to stakeholders to ensure consistency and objectivity in the
rating process.

Independent Oversight or Committee to maintain the integrity of the
rating process may be established to review and validate the ratings
assigned by rating office at MUI. This oversight helps prevent
conflicts of interest and ensures the accuracy and reliability of
ratings.

Transparency and Disclosure is an important aspect of governance
including providing clear explanations of the rating methodology,
criteria, and any potential limitations or biases.

The Rating is undertaken by relevant office of the Ministry and
presented for review and approval by Construction Industry Council.
The result of the Rating would also be reviewed and endorsed by the
Committee which would be chaired by senior official of MUI and
includes DGs of ECA, CMI, Chair persons of Contractors and
Consultants Associations.




V. Stakeholders Engagement, Information
Sharing and Publicity

It is likely that one of the primary reasons for the quality decline in
infrastructure works that has been experienced over the years is the
absence of information sharing and broad public understanding of the
role and impact of infrastructure in everyday life, and commitment of
stakeholders. How can this be changed in implementing this Road Map:

A strong oversight structure, participation requirements;
Hard-hitting, factual training/education;

Leadership participation/buy-in programs in federal, regional and
local levels; and

Public outreach for program support.

Engagement is an ongoing process of information sharing, seeking
feedback, and joint decision making. Engagement should produce
collective agreement on key outcomes for the sector and ensure that the
framework reflects the values and goals of sector members, while leaving
room for sub-sector/sector members from having their own specific
goals and measurement priorities. Creating an effective and sustained
performance measurement system relies on data sharing, which in turn
relies on trust. Trust is not only critical between sector and government
but between stakeholders within the industry.

MUI will continue consultations to further enhance the methodology. The
Cl Road Map report presents information about the initiatives. The
methodology will be subject to refinements based on the feedback of
Stakeholders. Feedback received from stakeholders during dissemination
activities will also be considered in the subsequent periods. Any changes
or updates to the processes and methodology will be reported and
published in updated versions of the Framework, available on the MUI
website. The MUI will continue to have an open and transparent dialogue
with stakeholders of the Industry and make relevant materials available
on the website for everyone to consult through meetings, conferences,
and public presentations.




VI. Way Forward and Planning Matrix

The success of the DCI Transformation Initiative in general and this
Competitiveness Rating and Recognition program in particular depends,
in the end, upon the ability of the initial implementation stakeholders to
establish a compelling case for these goals, generate the requisite
enthusiasm, commitment and participation especially from the large
works implementers and develop effective implementation mechanism
that ensure success. This Framework is an important step towards
success, but nevertheless, only one aspect in a process; moreover it is a
draft and preliminary Framework that will now be more closely evaluated
and modified, as appropriate.
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