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Abstract 

The dramatic increment in the need and expansion of public infrastructure require sustainable 

fund source. The need to implement funding the infrastructure form the infrastructure itself by 

capturing the value uplift due to pubic action were become an important issue in developing 

countries like Ethiopia. The main issue of the research was, most research done was focused on 

financing public infrastructure using traditional funding mechanism, but this research focuses 

includes the possibility and rightfulness to implement land value capture to solve the problem in 

shortage of finance to expand infrastructure in the study area. The study applied both qualitative 

and quantitative approaches. Both primary and secondary data sources were used. Primary Data 

were gathered from163 respondents chosen using systematic random sampling techniques. 10 key 

informant interviews and 12 FGD selected purposively were undertaken. Secondary data were 

gathered from different written and documented sources. The data analyzed using excel and Stata 

Statistics software. The finding of this study showed that there was higher need of sustainable fund 

source to respond increase in infrastructure expansion demand in the future. The positive 

relationship between public infrastructures and land value increment in the study area were an 

indication of the rightfulness of implement appropriate land value capture mechanisms. The 

mechanisms must have devised to fit for each particular situation. Therefore, applying land value 

capturing is legitimate to solve shortage of finance for future expansion of public infrastructure in 

Debre Markos town.  

Keywords: pubic infrastructure, land value capture, sustainable fund source, value increment 
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in-kind contributions from the private to public actors.  Therefore, land value capturing is a way 

to capture the increase in the value of land and development generated by the improved 

accessibility of public infrastructure; since better access to infrastructure has value that is reflected 

in land and property value. 

The four broader requirement that needs to happen in order to capture land value are, first, land 

value must uplift due to public infrastructural investment. Second, a valuation process must be 

implemented that identifies the change in land value and incorporate the change into taxable value 

of the land. Third, special or broader tax rate applied to land must be maintained at a sufficient 

high level to capture the desired share of the increased value and lastly, the collection efforts must 

be sufficient to realize the increased revenue.  

According to Ethiopian News Agency (2016), Ethiopia has become one of the top countries in the 

world in investing on infrastructure starting from 2014. Surprisingly in Ethiopia, the government 

provides almost all public infrastructures and these infrastructures increase the value of the land 

and the property permanently attached to it. Nevertheless, the government did not still start to 

capture the share of additional income consumed by the landowner that is generated because of 

government action due to several factors, ranging from lack of legal framework up to 

unwillingness of the society to pay the share of the value increment. This adversely affect the 

capital or financial strength of the government.  

In Debre markos town, infrastructural development is starting to boom at an alarming rate. Roads, 

public schools, health canters etc. are being developed each year, so to sustain this developmental 

progress the town administrator should design the mechanism to capture the accrued value of 

properties generated from nearby public infrastructures to support the public sector development 

in capital.   

Therefore, this study is undertaken to assess the rightfulness of capturing the existing land value 

increment due to public infrastructural expansion in Debre markos town. 
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1.2. Statement of the Problem 

According to World Bank Groups (2016), Ethiopia is overinvesting in public infrastructure as 

compared to other low-income counties. As stated on African business magazine (2017), Ethiopia 

is continuing to focus its economic policy on developing new infrastructure. This reality needs 

huge amount of money for the actual construction of public infrastructure and compensation for 

affected or displaced landholders from their land due to the public infrastructural development. 

Government allocate huge amount of finance from its source and obtained from international 

financers like African Development Bank (AfDB). However, it may not enough to meet the 

demand. Therefore, the system to finance the infrastructure from the users of the infrastructure by 

capturing the share of additional profit which the owner generate due to the existence of the public 

infrastructure without his contribution should be established. Nevertheless, as Walters (2012), 

stated recovering the cost of specific infrastructure investment requires a careful estimation of 

relevant cost, the identification of affected land and an allocation process for assigning an 

appropriate share of the cost to each land parcel. Moreover, generally the questions like Is the 

infrastructure actually increase the value of the land? Is the impact directly measurable? Up to 

what spatial extent the impact reflected from the infrastructure. Who is responsible to capture? Is 

the owner willing to pay the share of the profit? Such and other related questions are difficult to 

answer and made difficult for the government to capture the land value increment. In the study, 

area in addition to the difficulties mentioned above lack of up to date data and trained professionals 

contribute to have low level of implementing value capture techniques. 

Hence, the mechanisms that has clear standards, affordable, and acceptable by the societies to 

capture the land value needs to be develop in order to support public infrastructural development. 

Because Land value capture is more important to support government revenue as compared to 

other sectors and the revenue collected from land is not subject to fluctuation and less volatility. 

Therefore, to sustain infrastructural development, collecting the uplift of land value and financing 

back for new infrastructural development and for maintenance of existing infrastructure will be 

the strategies of the city rather than financing the public infrastructural development from the 

revenue collected in another sectors.  

Therefore, this study aims to assess the rightfulness of implementing land value capture to 

overcome financial constraints on public infrastructural expansion in the study area.  
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indicating the possibility to capture land value increment. This study will help policy makers, city 

municipality and local community to develop the culture of assessing alternative fund source for 

infrastructural expansion and the mechanisms of acting toward the situation. In fast growing and 

urbanizing developing countries like Ethiopia, public infrastructures are essential for economic, 

social, environmental and political sustainability but the fund source for the expansion of public 

infrastructures became serious problem for government and need immediate solution. Therefore, 

this research showed states of land value capture, the relationship between pubic infrastructure and 

land value increment, the possibility and rightfulness of implementing value capture, the 

willingness of the communities to pay value uplift, and the alternative tools needed to implement 

in the study area. In such way, the study will provide information for public service providers, 

municipalities and tax authorities to evaluate their practices on expansion of infrastructure, 

allocation of budget and land management. It also indicates area of research and investigation for 

concerned government and non-governmental institution who wants to undertake further 

investigation on different aspect of land value capture and above all the study is highly important 

for the partial fulfillment of the masters of degree program 

1.6. Delimitation of the Study 

The study would investigate the rightfulness to capture the land value increment due to public 

action on infrastructural development. Also tries to assess the societal perception, organizational 

structure and the tools and methods used by those responsible bodies to capture land value.  

Further, the study would see the potential use of the revenue captured.  

The land value increment due to social security, private service provider, general economic 

development of the country and population growth are out of the theme of this research. The 

research also examines the relationship between infrastructure and land value increment only in 

Debre Markos town. 

Infrastructure has much importance other than economic gain like social, environmental and 

political benefits this all are not inclusively considered in this study.  
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1.7. Limitation of the Study  

There is nothing in this world fully perfect, all research conducted till now would have its own 

potential weaknesses as long as it is conducted based on samples and live in a dynamic world.  

This study was not without limitations. The researcher faced several constraints and challenges 

during data collection (difficulty of getting sector heads and vice heads and other key informants 

in the stipulated time, lack of well-recorded, kept and related data and others). However, these 

challenges were substantiated by other means such as the use of diverse techniques to collect 

necessary information for the study and thus the limitations do not have significant impact to 

decrease the credibility of the study. The diverse techniques were appointing when and where it 

was good for them, using the other person who represented for the work if the leaders not exist, 

using effective FGD and Interview; then triangulating the all data and I reached to the conclusions. 

1.8. Organization of the Study 

This thesis is organized in the five chapters. The first chapter introduces the general overview 

including the background of the study, statement of the problem, objectives, and some basic 

research questions of the study. The second chapter presents the in-depth review of different 

related literatures. Chapter Three deals about descriptions of the study area, research design, 

methods of data collection, and methods of data analysis, data types, and sources of data, 

population sampling technique and method of statistical analysis. Chapter four discusses about 

result and discussion. Finally, the concussion and recommendations are presented in chapter five.  
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Chapter Two 

2. Literature Review 

This chapter is focus on reviewing related literatures on land value capturing and the relationship 

between public infrastructure developments. Theoretical, practical and legal aspects on the value-

capturing concept would be analyzed briefly. Urban land policy of the country and Amhara 

National Regional State would be assessed and linkages with relevant sectoral policies and 

legislations are reflected in concisely.  

2.1. Land Value 

Land value is the measure of how much a plot of land is worth, not counting any buildings but 

including improvements (Fraser, 2018). Land value can be thought of as the relationship between 

a desired location and a potential user. The ingredients that constitute land value are utility, scarcity 

and desirability. These factors must all be present for land to have value (Gwartney, 2018). The 

land value is determined by the economic principle of highest and best use of land which produces 

the highest net return in any term, over a period of time. The property value is dependent on the 

structural attributes, land rates, land use and the location of the land. It is determined by the specific 

attribute of the land such as land use, location, accessibility, aesthetics, etc. Factors affecting Land 

Value are of importance to calculate or estimate land prices, understanding of these factors will 

provide more accurate and realistic price of land 

2.2. Land Value Increment  

Experience from across the globe shows that its impact on the economy and its participants, have 

been varied and interesting. Unlike other economic processes, asset bubbles add to the incomes of 

the owners with them not having contributed anything to it. It is a simple case of being at the right 

place at the right time (Natarajan, 2017). Economists call it a "free-rider problem", wherein the 

beneficiaries partake of a windfall from an event, at no cost to them. In the instant case, the positive 

externalities generated by specific developments in an area causes all land values to rise.  

Ricardo's Law of Rent, assumes that a substantial portion of the wealth generated through any 

economic activity ends up in increased land values, which benefits only the landowners. 

 





file:///E:/my%20res%20data/opp_main.pdf
file:///E:/my%20res%20data/uow225904.pdf
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Equitable access has long been one of the main reasons why governments provide infrastructure, 

rather than the private sector. Markets may not provide equitable access to a basic quality of service 

(for example, in areas such as water, sewerage, roads, rail and telecommunications) to groups that 

are less able to pay or are costlier to supply (such as rural communities). In addition, governments 

are involved in the provision of public infrastructure because there are market failures that would 

cause not enough of the good or service to be provide if left entirely to the market. There are three 

main sources of market failure particularly relevant to public infrastructure: natural monopolies, 

public goods, and externalities.  

The existence of a natural monopoly is a source of market failure for many types of public 

infrastructure, including aspects of electricity, water and transport. It occurs where it is more 

efficient for one business to supply the entire market (or a segment of the market) than it would 

for two or more businesses to do so. For example, it would generally be inefficient to have two 

distributors of water, each with their own system of pipes running down every street. Conditions 

of natural monopoly create the potential for a firm to exercise its market power by setting prices 

higher, and the level of output lower, than would occur under a more competitive market. This 

leads to a reduction in net benefits to the community. However, natural monopolies can change 

over time. For example, new technologies and substitutes can reduce their extent and importance. 

 Public goods exist where provision for one-person means the product is available to all people at 

no additional cost. Public goods are non-rivalries (consumption by one person will not diminish 

consumption by others) and non-excludable (it is difficult to exclude anyone from benefiting from 

the good). If exclusion is technically impossible or economically too costly, the private market is 

likely to underprovide these goods or services. Roads have traditionally been seen as public goods, 

but the existence of toll roads shows that this need not always be the case technology can lead to 

changes in the provision of services that have formerly been considered a public good.  

Finally, externalities occur when the actions of an individual or firm create a benefit or a cost for 

others who are not a party to the transaction, and these impacts are not reflected in market prices. 

Markets tend to under produce goods with positive externalities (such as education) and 

overproduce goods associated with negative externalities (such as goods whose production causes 

pollution).  
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