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Abstract 

The thesis attempts to examine and asses the trends of fiscal decentralization in Ethiopia in 
general and Somali National Regional State in particular. This is done first by allempt to place 
theoretical and empirical investigation. fO discern aspeClS of change and continuity in f iscal 
decentralization in Ethiopia. The sludy helps to crilically sel OUI f actors that are responsible for 
similarities and differences across years and put implicalion of the study accordingly. We develop 
indicators to measure the degree of decentralization both in Ethiopia and with regional case study. 
The fiscal decentralization indicators are revenue share between central and regional 
governments, expenditure share between center and regional governments and aspects of 
inter-governmental tran~fers. We also analyze expenditure assignment in light of own revenue 
which reveals fiscal capacities of regional and local government respectively. 

The research primarily inquires how fiscal decentralization is practiced in the regiOn. In light of 
the above main objective it tries to see the overall impacts of decentralization on socio-economic 
background, capacity, planning and budgeting in the region. The researcher applied a 
combination of quantitative and qualitative social research methods specifically; a case study. 
This is because tracing the practice o(fiscal decentrali:aliol1 in mOSf cases entails 'hall" and 
'why' questions, which are heller answered by case .Hudie.l· rather than research designs such as 
surveys . 

The main conclusion that emerged Fom the study; higher degree of decentralization for recurrent 
expenditure than capital across years, low fiscal capacity of local government, diverse Fiscal 
capacity among regions to .fiance expenditure responsibility out of own revenue sources. 

Previous studies on the issue have made an allempt to generate consensus. They concluded that, 
weak revenue bases, capacity deficiency, tendency to decentralize expenditure than revenue. 
However this study concludes diverse .fiscal capacity both at regional and local level of 
government provides evidence that, resource and tax bases, infrastructure coverage , institutional 
strength and some other geographical and socialfactors are not evenly distributed this provides 
an explanation /01' the fact that the above variables may prevent/ul! use a/production factors 
critically indicating to give emphasis to each :,pecific variahles and their dynamic link they have to 
each individual region based on each characlerislics. 

This in turn provided strong support f or Tegegne eral (2007), Getachew (2 002), Melkamu (200-1), 
Degefa (2003) that emerging regions have very limited resource and sever .financing gap, potential 
and actual revenue collection indicates that there is huge difference between the two. This 
indicates the need to strength the mechanism for local resource mobilization could in fact be the 
wayforward 

Key Words: Fiscal Federalism, State and Local Taxation, Intergovel'llmelltal Relation 
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CHAPTER ON E 

INTRODUCTION 

1.1. Background of the Study 

The decentralized form of government structure in Ethiopia put its foot when the current 

government come in to power in 199 1 and proc laimed constitut ion that made the country to 

fo llow a federa l form of governm ent and make up the Federa l Democra tic Repub lic o f Ethi op ia. 

In Ethiopia the government structure has fi ve tiers of administrati ve setup which are Federal, 

Regional, Zonal, Woreda and Kebele. The regional ti res of government in tu rn consist of Zonal, 

Woreda and Kebele and expected to devolve power to each tier of governm ent. 

The Ethiopian decentralization drive over the years can be classified in to two dist inct phases. 

The first phase of decentra lization covers the p eriod of (1991-200 I). Th is period is characterized 

by decentra lizati on of powers from the centra l government to autonomous regions which was 

done at ones and was centered on creating and empowering national/reg ional governm ent and 

hence was termed as mid-leve l decentralization. During this pe riod, nat ional/reg ional state 

governments were estab lished with changes in the local and centra l govern ment system. 

The second wave of decentralization came in to exercise as of 200 I, with ma.ior changes taken 

by the centra l governm ent to devo lve powers. The second peri od o f decentra li zati on is 

characterized by the transfer of powers from regions to woreda wh ich took place into two major 

phases based probably on regions level of development and po li t ica l matu ri ty. Th us, relatively 

developed four reg ions embarked the program first and then fo llowed by emergin g regions. 

DLDP in Soma li region has been probably the last of a ll regions. 

In these regard, fi sca l decentra lization which e laborated the sharing of revenu e between reg ions 

and central government, and introduced transfers and subsidies, was part of the decentralization 

process. Whi le the first wave of decentralization has registered significant achievements in local 

governance and regio nal se lf-rule, however it was not capab le o f bri ning ge nuine se lf- rule 

particularly at lower leve ls of adm inistration where governa nce and decentra lizati on matte rs 

most (Tegegne el ai, 2007). 



{ 

Proclamation No. 33/ 1992 is the most important legal document in fi scal decentralization in 
Eth iopia. The proclamation defined the sharing of re venues between the central government and 
national/regional government. The major objective of revenue assignments is ( I) to enab le the 
central government and regions to carry out their duties and responsibility (2) help the 
national/regional government to develop their own initiative (3) narrow the gap in the 
development and economic growth between regions (4) encourage activiti es that are for common 
interest to region (TGE, 1992) 

In Ethiopia, a recent decentralization literature (Tegegne el ai, 2007) noted that, most studies in 
fiscal decentralization as it pertains to federal regional rel ati ons we re conducted prior to the 
recent woreda level decentralization. These studies emphas ized on expenditure di stribution, 
revenue sources and adeq uacy of inter governmental transfers. The study noted the presence of 
fi scal imbalance and the inadequacy of such measure as inter-governmental transfers to deal with 
imbalance. The study also revealed that regions depend considerably on the federal government 
in order to overcome deficit that they encounter. 

Economic theories of federalism have traditionally emphas ized on a locative benefits of 
decentralization in the provision of public goods and services such as education and hea lth care 
(Juiting 2005). Based on literature in the area, we can summarize theo ri es of fi sca l federali sm 
classifying their ideas. Accordingly there are two related ideas. Firstly, Hayek (1945) discussed 
the use of knowledge in society, emphasizing the local governments have belle r access 10 local 
information, wh ich allows them to prov ide public goods and se rvi ce that be tter much local 
preference than national government. Second, Tiebout (1956) introd uced inter- jurisdictional 
competition which provides a strong mechanisms to better match public goods and services with 
consumer preferences. Third, drawing on the noted ideas, Musgrave (1959), Oates (1972), 
Boadway (1998), Smoke (2001) and others, built a theory of li scal federali sm, emphas izing, 
mainly the appropriate assignment of taxes, expend iture, and inter governmental transfer to the 
various leve ls of government to improve welfare. 

Empirically, (Oates 1972) focuses on the "de facto" situation examining fi sca l rather than 
institutional decentrali zation. He examines four measures of fi scal decentrali zation. These are 
share of total public revenue co llected by the central government. share of'central government in 
all public expenditure and share of the central government in cap ital ancl recurrent expenditure. 

2 



According to smoke (200 1). first. a number of explicit and im plic it assum ptions underlying 

public finance theory in general and political decentralization in particular may be violated in 

some developing countries. The greatest challenge in these countries according to the author is 

the structure and characteri stics of decentralized institutions that are so diverse across countries. 

This study is conducted in Somali National Regional State wh ich is found in the most eastern 

part of the county. The study aims to exp lai n fi scal decentrali zation practice in the region by 

highlighting a ll measures of fiscal decentralization both at regiona l and woreda level of 

government and fina lly shades light on aspect of intra-regional fi sca l decentrali zation in Ethiopia. 

3 
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1.2. Statement of the Problem 

Though some schola rs warn the danger of decentralization, decentra lized form of approach has 
become common practice for both developed and developing countri es. Especia lly most 
developing countries use decentralization as a means of boosting the overa ll deve lopment of a 
nation, improving governance and mainly as part of their poverty reduction strategy. 

As decentralizati on becomes an important feature of both developing and deve loped country, it 
is also important to discover and continue to look at their specifi c practices whi ch can 
help to reveal the ir relevance to the overa ll economic development of a nat ion in genera l and 
ga in possible benefits of decentralization specifically to regional sta tes. Wh ile decentrali zation 
has changed the political climate of the country it has certa inl y Icd to questi ons regard ing its 
various procedures, ramification and impact. So far decentra li zati on in Ethi opia has anracted 
some research and study a lot however, rema ins to be done to get deeper into the deve lopment 
process in Ethiopia, particularly in light of recent deve lopment (Tegcgne el 01, 2007). 

Working backward s, a number of empirica l studies also investi gate the re lationshi p between 
centra l and regional government in revenue and expenditure assignment s ince the I 994s, majorly 
emphasizing on expenditure distribution, revenue sources and their adequacy at federa l and 
regional Icve l. The conclusion they arrived highlighted the presence o f fi scal imbalance and the 
inadequacy of such measures as intergovernmental transfer and borrowing to dea l with the 
imbalance, these inc ludes the following: Eshetu (1994), Kibre ( 1994), Fenta ( 1998), Getachew 
(200 I), Gebrehiwor (2002), Melkamu (2004), and Taye and Tegegnc (2007) .' 
Firstly, to start w ith, Eshetu (1994) fo und out that revenue sha re of regional governments where 
( 10%) for the 1993/94 budget year. Second, Getachew (2001) examined the issue and found Out 
that revenue share of regional governments where (19.7%) for the 1994 -1 999 budget year, which 
registered an increased trend of (9.7%). with regard to expend iture share between center and 
regional governm ents, Eshetu (1994) found out that share of regions by recurrent expend iture 
was (37%) and financing (30%) of their total expend iture and (41 %) o f their recurrent 
expenditure from own source of revenue. Subseque ntly, Getache w (200 I) examined the issue 
and found out that regional government share in total expendi ture increased to (43%) and regions 
a re able to fiance 36% of their total expenditure and 57% of thei r rec urren t expendi tu re . Thi rd , 

I See the edition, with Kibre. by E'shetu Chalc. on the distribution ol' revenuc. c-.;pcnd itun: share hetw('cn central and regional government that mainly emphasized on data set compri sing with cross I"l:gional data S(; l. While. SCI! Fellla, Getachew, Gebrehiowt. focus on case studies within a single region but usc datascts comprising \'tu iolls regions. 
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the trend for se lected social and econom ic sector show that, Eshetu (1994) fo und out that 

regional government share in education was (73 .7%) and hea lth (8 1 %) wh ile economic sector 

showing (28.38%) for 1993/94 budget year. Subsequently, Getachew examined the issue and 

fo und out that soc ia l sectors increased to (8 1 %). 

Some of the empi rical reference reviewed above emphasized with cross- reg ional datasets wh ile 

others focus on case studies w ithin a single region but use datasets compris ing various reg ions. 

We find that both cross-regional experiments and case stud ies yie ld inconsistent conclusions on 

the issue of whether fi scal decentral ization in emerging and re lative ly deve loped regions shows 

similar or the same result. The next argument postulates that fi sca l decentral izat ion signi fica nt ly 

vary across jurisd ictions so that it he lps to investigate the enab ling environment can be j ustified. 

[n Somali region, fi scal decentra lizati on occurred in the second wave of decentra li zation . 

According to Tegegne (2009) some observati on on the performance of va ri ous DLDP programs 

indicate that some modest progress has been made bu t there a re still s ll bstantial capac ity gaps at 

woreda leve l. Activ ities are designed as enabl ing, deepening and conso lidating stages with 

implementation vary ing among the nine regional states. The envisaged implementat ion fo r the 

four regiona l states namely Amhara, Oromia, Tigrai and SNN PR concentrate on deepening and 

consolidati ng whi le in the remain ing five regions, the main acti vi ty wi ll be creating an Enab ling 

environment. 

In light of above view it is now about seven year's si nce the DLDP commenced. In spi te of the 

fact that this is re lative ly brief in terms of durat ion, the va lue added of DLDP in view of 

emergi ng region, especia lly in terms of increased autonomy, revenue sources, ex pend iture 

assignment among others, is not suffic iently studied and art icul ated in a rigorous manner. It 

could be argued that a time span of seven years would all ow one to mode'stl ), di scern patterns 

and trends on whether there. is the like lihood of rea lizing tangib le outcomes acc ru in g from th e 

po licy measure. 

In this context, espec ially one of interesting factors that makes the research more in teresti ng is 

that, none of the above studies on subj ect matter of fisca l decen tralization with the case of 

Somali national regional state dea l in terms of identifyi ng how the imp lementati on is goi ng on, 

the degree and extent of autonomy, adequacy of revenue sources. expend iture ass ignment and 

inter- governmental transfe r in the region. 
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This study will thus be concerned with the extent of the enabling environment created by 

assessing and examining the main pillars of fi scal decentralization which are expenditure 

assignment, revenue assignment and adequacy of inter-governmenta l transfe r in the Somali 

region and finally investigating aspects of intra regional fiscal decentra lization in Ethi opia. 

1.3. Objective of the study 

1.3.1. General Objective 

The research primarily inquires how fi scal decentralization is practiced in the regi on. In light of 

the above main objective it tries to see the overall impacts of decentralization on socio-economic 

background, capacity, planning and budgeting in the region. 

1.3.2. Specific Objectives 

The specific objectives of the study are: 

• To examine the performance of revenue generati on m the region across years after the 

implementation ofDLDP; 

• To examine patterns and trends in expenditure assignment 111 li gh t of own revenue and 

transfer; 

• To examine patterns of transfers both to regional and woreda gove rnm ent; 

• To investigate aspect of intra-regional fi sca l decentralization and identify major factors 

which require improvement and intervention by the federal /regional /woreda government; 

• To investigate if the decentralization process in general and the fi sca l decentralization in 

particular have any impact on soc io-economic development of the region and see 

challenges, prospects and constraints of decentralizati on in SNRS. 
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1.4. Research Questions 

The research has attempted to answer the following questions: 

I. What is the degree of autonomy, power and achievements of the region in decision mak ing 

on revenue raisi ng, expenditure assignment and inter-governmental transfers? 

2. Are there adequate revenue sources in the region? Have external factors such as state 

polices, institutional capacities, climate, demograph ic conditions have im pact on the region 

and woreda level of government to collect adequate revenue? 

3. Does the formula used for grant appropriate ly address lagg ing regions at regiona l leve l and 

woredas in achieving balanced development objective? I f not what variab les are critical to 

overcome the problem? Does the form ula used with in a region appropria te ly add ress equity 

objectives? 

4. Does the planning and budgeting practice su pporting the dece nt ralizat ion process? 

5. What impacts does decentralization in general and fiscal decentra lization in part icu lar have 

on overall socio-economic, resource mobilization, capacity building in the region? 

6. What is intra -regional aspect of fiscal decentralization in Eth iop ia? 

1.5. Research Methodology 

The researcher applied a combination of quantitat ive and qua li tati ve socia l research methods 

specifically; a case study. This is because tracing the practice of fi scaf decentralization in most 

cases entails ' how' and 'why ' questions, which are better answered by case studies rather than 

research designs such as surveys. 

• Review of research documentation and secondary sources 

• Interviews with key informants, 

• Focus group d iscussions with/between stakeholders 

• FUl1hermore, the researcher has developed guidelines and open ended questioner. 

Interviews and focus group discussion is taken place by prior in formed consent given 

from the key informant and discussants. 
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1.5.1. Research Approach and Design 

The research approach and design employed In this research was both qualitative and 

quantitative one. Together with pluralism of parad igms and the multiple perspectives of 

qualitative research, the design, data collections and analysis can not be as neat ly quantitative or 

qua litative one. Tak ing the casel Somali region as unit of analysis, explicit attempt was made to 

preserve the wholeness, unity and integrity of the case so that the general ization process is not 

mechanical. Furthermore, the research approaches the problem of fi sca l decentra lization by 

focusing on three measures; these are sub-national government expenditures, sub-national 

government revenues and intergovernmental transfers. 

Table 1.1 : Summary of Variables and Levels of Measurement under Study 

Variables Indicators Descriptor Level of Measurement 

Sub·national government Government Ratio of sub~national govemment Ratio leve l 
expenditures expenditure share spending to total governm ent 

Government size 
spending 

Sub~national government revenues Sub-national tax Ratio or tax revenue to lotal 
autonomy revenue or sub- nation,ll 

government (tax. 1l01l-t;1.\ inl~r- Raliolevcl 
government and capital revellue) 

Sub-nationa l IlmHax Ratio of nOll-tax re venue (rents 
autonomy and lee) to tolal of SUh-lHllionnl 

government 

Inter-governmental transfers Vertical imbalance Ratio or inter-gove rnmental 
transfer to total revenue of sub-
nat iona l government. Ratio level 

Budgeting and planning in the Practice compared to 
region theories and relatively 

deve loped regions in the 
country, 

Source: IMF, worklllg paper 1001129, 2000: 24, See espectally Melkamu 2004, Ftscalltnbalance 

in Benishangul Gumz, pp. 6-8 (from which the citations is taken) 

Moreover, several previous studies have also attempted to examtne revenue assignments, 

expenditure ass ignments and patterns of transfers between central and regiona l gove rnments. 

Working backwards, one of important measu res used in these studies where, non-parametric 

descriptive static's combining both quantitative and qua li tative one which can fo rm a precise 

relation in methodology? 

2 See especially Eshetu edition, ( From wh ich the citation is taken) , however beyoncl rat io measurement the 
qualitative dimension is st ill one of potentia l limitat ion in the methodology (see especially conceptual li'arne work 
and Similar concern was raised by Taye and Tegegne (2007) 
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However, a major barrier to understanding is the lack of well defined theoreti cal frame work to 

empirically measure fiscal decentralization in a policy relevant way. Empirically, Eshetu (1994), 

Kibre (1994), Fenta (1998), Getachew (200 I), Gebreh iwot (2002). Melka mu (2004), and Taye 

and Tegegne (2007) focuses on the "De facto" situation examining fi sca l rather than institutional 

decentralization. In quantitative dimension most widely used measurement is the ratio of 

sub-national government expenditure/revenues to total government expenditu re/revenue ratio 

(see table 1.1 above). But this indicator is criticized too simple to capture the dimension of tiscal 

decentralization. Specifically, it ignores key qualitative dimensions, such as tax ing power, 

institutional strength, capacity issues and the independence of offi cials and its impact on 

spending which are very important qual itative dimensions that need to be crit icall y considered in 

order to maximize benefits of fi sca l decentrali zation in a policy relevant way. 

With a belief to overcome such a limitation the research employed both primary and secondary 

data sources which includes the qualitative dimension. In thi s research descripti ve study is made 

using both quantitati ve and qualitative analysis. The methods used to se lect the key informant, 

focus group discussants, type of data, data collection instrument, and methods of data analysis 

are described as follows. 

1.6. Research Methods 

1.6.1 Selection of Key Informant and Focus Group Discllssant 

In using key informants, Tremblay said "one chooses them strategica lly, considering the 

structure of the society and the content of the inquiry ---- when we use key informants, we are 

not randomly sampling from the universe of characteristic under study. Rather, we are 

selectively sampling spec ialized knowledge of the characteri stics (1 95 7- P.1689 cited in 

Yerasework, 20 I 0). 

1.6.1.1. Selection of Key Informants 

In this study respondents for the interview and focus group di scuss ion where selected based on 

the specialized knowledge of topics under study. In addition to these some other critical factors 

have also been considered which are the duty, responsibil ity and power they have regard ing 

decentralization practice of both federal and reg ional government. Hence, key informants were 

selected from the fo ll owing units under study. 
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At regional level, BOFED (Bureau of Finance and Economic Development 5 head officers), 

CBB (Capacity Building Bureau 3head officers), BOR (Bu reau of Re ven ue 5 head officers), 

Bureau of Culture and Tourism (I head offices), Bureau of Education ( I head officers) , Bureau 

of Health (I head officers) and at federal leve l MoFED ( I Regional Development Officer) and 

MoFA (3 balanced development directorate) (See Annex 4)3 Regard less of interv iew made with 

key informant, the researchers also made discussion with others who have a lready studied the 

phenomena, and record both what observed and hear in the interview. 

1.6.1.2. Selection of Focus Group Discussant 

Specifically, focus group discussion was conducted within bureau of fiila nce and economi c 

development. With the group consisted of regional development plann in g unit, regional 

budgeting and treasury core process unit. The discussion clearly depicted the cu rrent practice in 

fiscal decentralizat ion in particular and decentralization in gene ral. During both the interview 

and focus group di scussion session the role of the researcher was limited to playing a faci litator 

role, prepare a li st o f topics and question rather than utili zing a fi xed questioners. 

• The researcher role is to gain ' holistic 'overview of fiscal decentralization practice, its 

logic, its arrangements and its explicit and implicit rules. 

• The researcher attempted to capture data on perceptions of loca l actors "From inside" 

through a process of deep attentiveness, of emphetitic understanding and of suspend ing 

or "bracketing" preconceptions about the topics under di scuss ion. So th e researcher role 

is to li sten patiently and with an open mind, to be s incere about it, encourage them to 

express thei r ideas fully. 

) See details in Annex 4. 
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1.6.2. Data Collection Methods 

1.6.2.1. Primary Data Collection Methods 

The research primarily relied on primary data collection which is an in-depth interview of key 
informants to coll ect information on the decentrali zation progress in general and fi sca l 
decentralization in particular. Structured interview guides for in-depth interview were used to 
collect primary data. In the process, respondents were given time an opportun ity to enter the 
research platform with their own perspectives or "Actors View Points". 
However, due to the fact that the issue cannot be addressed by the use of' one parti cul ar research 
method necessitated methodological triangul ati on; as a res ult the resea rcher used open ended 
questionnaires and focus group discuss ion as primary data co ll ection methods. Observations 
were also important in some cases. Actors View Points is important in qualitative studies 
because it unravels underlying meanings and interpretations of those immersed in particular 
practices (See qualitative dimension of fi sca l decentralization and focus group discussion part of 
this paper) . 

In general, while the logic and rationale of methodological triangulati on is conv inc ing and even 
tempting, putting into practice is a daunting matter (Yeraswork, 2010; P: 60). Since qualitative 
research is more diverse than quantitative one in using multiple strateg ies and the ra nge of what 
count as useful data, and ways of collecting them, is ve ry wide ended. Tak ing th is fact and with a 
belief it can build credibility the researcher attempted to triangul ate in formation gat he red through 
those methods. In these contexts, the interview with all of key informant, focus group di scussants 
was administered taking time gap and informed before I to 2 days. At regiona l level the lSI key 
informant was made with the regional development planning unit .The interview used a semi­
structured form of questioner and used a general check list which is d ivided into 4 themes having 
14 guiding questions (see annex I). 

At federal level the 1st key informant was made with the regional development coordination 
office unit (MoFEO) and the second key informant is from MoFA (Mi nistry of Federal Affairs) 
in which issue of balanced regional development were addressed. 
Finally, while, the researcher, stayed in Somali National Regional Stale 1'01' a peri od of four 
weeks to collect the data there was an opportunity to watch, li sten, and comill unicate with the 
sector office workers at various level in the region since, most of employees used chat as their 
refreshment, the researcher had al so used the opportu nity and sat down with them and get to 
obtain informati on regarding specific aspect. espec iall y the tu rnover of of Ii cia Is etc. 
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1.6.2.2. Secondary Data Collection Method 

Secondary data have the following sources: documentary material, secondary data set and 
Published material. 

In this study, both quantitative and qualitative data were gathered through secondary data 
collection method. All quantitative data regarding revenue assignment, expenditure assignment 
and inter governmental transfer were obtained from MoFED data set, BoFED, MoFA, Regional 
budget proclamation, CSA statically bulletins and budget execution reports, etc. 

[n qualitative research the range of what count as useful data, and ways of co llecting them is very 
wide ended. [n this context, qualitative data regarding planning and budgeting practice were 
gathered from various guidelines and manual s prepared by BOFED, CB B. Furthermore, 
qualitative data regarding administrative setup, organizati onal structure and over all socio­
economic background were accessed from the revi sed regi onal constitution, unpublished 
documentary materials at regional sectoral offices and published magazines, etc. 
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1.7. Data Analysis 

In this study, based on written theoretical and empirical investigati on on subject matter of fi scal 

decentralization, the researcher made an attempt to analyze quantitati ve data crit ica lly by using 

specific tools, which include percentages, ratios, and used to compare and integrate with the 

intra- regional fi scal decentralization. This can clearly depict the picture of every variable under 

study and make the potential user to be more confident on the result obta ined. 

Regarding the qualitative part, most analysis is done with words, they are organ ized to permit the 

researcher to construct, compare, analyze and bestow patterns upon them. The study put 

theoretical argument in which it exp lains explanatory framework for practices and options in 

fi scal decentral ization. It ' s believed such options and practice be based on conceptual di scussion 

on the issue of fi scal decentralization and ill ustrated by using num ber of country level experience 

that are better implementing fi sca l decentralization, and intern at ional examples with 

consideration of their applicability in the region. 

The quantitative analys is part is made mainly employ ing descriptive stat istics. Finally, to draw 

conclusion, the study attempt to link both the quantitative and qualitative data ana lys is together 

and come up with appropriate recommendation. 

1.8. Significance of the Study 

From development perspective, Somali region is one of the four regions ident ified as an 

emerging region, the federal as we ll as the reg ional governme nt designed a number of strategies 

so as to ensure rap id and sustainab le development of the region. The regional govern ment has 

begun to take initiative towards implementing second wave of decentra li zation in the region 

(DLDP) in 2004/05. There was no any assessment made regardin g the progress made and the 

achievements in the overa ll decentralizat ion in general and fi scal decentra lizati on in particular in 

the region. Taking the above facts this research will see the practice of fi scal decentra lization and 

recommend appropriate policy in place. The. research is believed to provide an input and way 

forward direction for future decentralization and help policy makers in designing appropriate 

policy option in place. 
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Against this background, academically, firstly, an assessment of the decentralization drive is not 

simply a matter of "Fitting in "the research in to the literature, as we shall see above (see 

statement of the problem and research design), limited research in the area, mostly done on other 

part of the country, sometimes contain, emp iri ca l reference that does not resemble or even 

directly correspond to Somali region. Moreover, it' s possible that some, albe it very limited, 

research in the area may offer further c lues about the relative importan ce of the thesis so that it 

can close the literature gap in the area and help potential researchers as spring board to 

investigate the issue in a comprehensive way. 

1.9. Scope of the Study 

Fiscal decentralization is a broad concept and invo lves broad areas of inquiry which may be 

correlated with many other variables that are completely different among the wo redas of the 

region, It is not the scope of this study to cover all features of decentralization among other 

woredas and secto r offices. The research is limited to see the measures o f fi sca l decentralizati on 

in the region and highlighnhe overall soc io-econom ic backgrou nd and decentralizat ion link; 

however Intra- regional fi scal decentralization was also looked at mainly to show the current 

status of the region compared to national and other regions in the country. Finally, the full 

glimpse of fiscal decentralization and relation with other thematic areas like regional growth, 

service delivery, poverty, gender etc are left for other researchers. 

1.10. Limitation of the Study 

Even though unreserved effort has been made to make the research origi nal and va luab le to 

policy makers, it is a lso important to rai se some of limitation faced which mi ght inform potential 

researchers and use rs. 

I. Absences of documented papers, studies and minutes, diffi cult ies 10 find key informants 

due to constant turnover of such peop le and re luctance of some to provide in fo rmati on . 

2. Respondent's unwillingness to give first hand (primary data) was al so the main challenge . 

The corruption practice in the reg ion is high compared to other regions hence respondent 

see or perceives the research as a way of investigation or audit in g th eir practice. In these 

context the acquisition of further data, has of course been hampered by severe corrupt 

practices in the region and with unethi ca l understanding concerns to protect data retrieval 

and retention in the region. 
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1.11. Organization of the Thesis 

This thesis contains five chapters. The First Chapter tri es to explain the introduction part wh ich 

contains background of the study, statement of the problem, objectives, research methodology 

and conceptual fra me work under study. Chapter Two will present both theoretical and 

empirical literature review that helps to properly state a frame work for the study. C hapter 

Three presents the overall soc io-economi c backgrou nd , decentrali zat ion practice, prospects, 

constraints, specia l features and challenges of deve lopment in the region. C hapter Four presents 

the discussion, presentation and analysis of data gathered from the study area which is the fisca l 

decentralization practice in the region whi ch inc ludes revenue ass ignm ent bot h from fede ra l to 

region and region to wo reda, expenditu re assignm en t both frolll fecleral to region and region to 

woreda, the inter governmental relation at both leve l, ancl finall y about intra-reg ional fi sca l 

decentralization was made in order to compare and see the clear picture of the cu rrent practice at 

both level. Chapter F ive presents the summary, conclusion and impl ication part of the study 

which tries to link both the qualitative and quantitat ive analys is and see their re lati on with intra­

regional fiscal decentral ization in Ethiopia. 
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CHAPTER TWO 

BRIEF OVERVIEW OF FISCAL DECENTRALIZATION 

THEORETICAL AND EMPIRICAL BACKGROUND 

2.1. Fiscal Decentralization Theory 

2.1.1. Theoretical Arguments 

This chapter wil l first discuss the fiscal decentralization theory and empiri cal literature both in 

developed and developing country. After the fi sca l decentralization theory and empirical is 

discussed, the fi scal decentralization in Ethiopia is examined. 

In Ethiopia, empirically, in an important recent decentralization literature publicat ion, (Tegegne 

et ai, 2007:53) noted most studies of fi scal decentralization as it pertai ns to federal regional 

re lations were conducted prior to the recent woreda level decentral izati on. These studies 

emphasized expenditure distribution, revenue sources and adequacy of inter governmental 

transfers the conclusion they have arrived highlighted the presence of fiscal imbalance and the 

inadequacy of such measure as inter-governmental transfers to deal with imbalance. The studies 

also revealed that regions depend cons iderably on the federa l government in order to overcome 

defic it that they encounter. 

Initially the basic argument in favor of fi sca l decentralization is that it improves the effic iency of 

the public sector and promotes long- term economic development. Hayek cited in (Hehuij in el ai, 

2005) indicated that the local government is more effective than the centra l government in 

drawing up public policy because the local government can spend less cost- to co ll ect more 

information about local residents. Subsequentl y Stigler (1957 cited in Robin b. el ai, 2009) 

interpreted that the rationality of the local government existence could improve the resource 

allocation to ach ieve an efficient level and he used two principles to interpret rationality. First 

local government are closer to their resident than the central government second the residents 

have a right to choose by vot ing different kinds and quanti ties of pub li c se rvice but what type of 

pub lic service cou ld be provided by the local or centra l government is outli ned by Musgrave 

(1959) He pointed out that different kinds of public goods should be provided by different levels 

of government national public goods such as national defense and the local governm en t is 

efficient to treat regional public serv ice. 
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The other prominent writer Oates (1972) decentralization enhances economic efficiency because 

local government have better knowledge of local condition and preferences or the provision of 

public good than national governments due to their phys ical and institutional proximity. This 

informational proximity allow local government to de liver public goods and services that better 

match local preferences or deliver the same public goods and services at lower cost at the same 

time by diversifying government output according to local preference Oates (1995) argues , 
decentralization at higher levels of public goods and services across jurisdiction will generally be 

inefficient the larger variance in regional demands fo r public goods, the large r benefits of fi scal 

decentralization. 

Hehuij in et ai, (2005) stressed decentralization of authority has the benefits of more effi cient use 

of dispersed local knowledge possessed by loca l government. In contrast cen trali zati on of 

government authority is costly because information transmission form local to central is often 

di storted and incomplete. But decentralization is meaningless if the central government takes 

away all revenue generated in the local economy as a result of local action this suggests a link 

between fisca l incentives of local government and local development whi ch is a fun ction of local 

government poli cy. 

(Rodriguez Pose et ai, 20 10) cause of the enhanced proximity between those governing and 

those governed, fi scal decentralization empowers ind ividual s and helps to generatc institution 

such as a greater trust interaction and networking, which in turn contribute to a reducti on of 

transaction cost. 

Subsequently Rodriguez Pose et al (20 I 0) beside potential ri sk of decentral ization for econom ic 

performance, poorer locali ties and regions may be at farther di sadvantage in deli ve ring effi cient 

policies and strategies often times sub national governments especiall y in the less deve loped 

region lack adequate expertise and human resource to put in place viable policies and strategies 

moreover, richer and more dynamic regions can great ly extract greater resources ei ther through 

the taxation of their own citizen or through a greate r po lit ical leverage to negotiate wi th the 

central government where largest economies ·of sca le and scope are in vo lved loca l and reg ional 

government often lack the necessary size to deliver public goods and se rvices e ffi ciently wi th 

provision of transport infrastructure or utiliti es being most at ri sk litll into ineffi cient. Given the 

above points the possibility of matching polic ies to spec ific needs of populat ion may be a pipe 

dream as local and regional .governments do not have the necessary powers, resources, capaci ty 

and capabi li ties to be ab le to adequately add ress loca l problems. 
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Tegegne el ai, (2007) highlighted the presence of ti sca l imbalances and inadequac ies of such 

measures of inter governmental transfer, and borrowi ng to deal with imbalance . The extent to 

which inter-governmental transfer and borrowing has achieved the goa ls of equity and balanced 

reg ional development is not adequately treated and the reason behind such high degree 

dependency are associated with inadequacy of revenue source . 

Fina lly Smoke (2001) argues there can be no argument with ana lys is who point to potenti a l 

macro-economic dangers and growth retarding effects of fi sca l decentral ization most of evidence 

however is anecdotal relevant only under particular uncommon circumstances 0 1' focused on 

correctab le rather than inherent problems. The real ity is that the appropriate degree of 

decentrali zation will vary w ith the context of particula r countries and some steps can be taken in 

most countries to neutralize potential macro-economic dange rs. Simply decentra li zi ng is not 

going to bring development and failing to decentralize is not necessaril y go in g to undermine it. 

The challenge is to devise an appropriately structured system that mandates and provides 

incentives for respons ible local government fisca l behavior and enables the creation of a cl imate 

conducive to private investment and to develop the skills of local government employees to meet 

the requirements of the system and the abi liti es of central government official s to ass ist loca l 

governments in the process of their evo lution to greater autonomy. 

Taking the above complementing motives we can summarize the common theoretica l rationale 

and against fi sca l decentraliiation as fo llows: 

I. Rationale 

Resource Allocation Incentive: they face greater incenti ve to a ll ocate resource (funds 0 1' staff to 

those sorts of basic service infrastructure which benefits the poor. 

Local Information: they are better placed to respond to local variations in for example 

cond itions, tastes, standards and location requirements for such services/ in frastructure. 

Maintenance Incentive: they face greater incentive to ensure proper operation and maintenance 

do the "centered" state institution. 

Greater Coordination: it is easier to ensure coordination of state age ncies line department ' s 

staff, budgets and activities at the loca l level and so to ensure complementary rather competing 

activities and greater loca l resource mobilizati on that it is easier for loca lly based instituti ons to 

levy and co llecltaxes and user fees. Because oflhe more evident re turns seen by those who pay. 
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Accordingly (De Mello, 2000b: 365) summarizes the arguments for fi sca l decentralization as 

follows: 

I . Fiscal decentralization enables sub-national governments to take account of loca l 

di fferences in culture environment, endowment of natural resources, econom ic and soc ial 

institutions. 

2. Information on local preferences and needs can be extracted more cheaply and acc urately 

by local governments, which are close to the people and hence more identified which 

local causes. 

3. Bringing expenditure ass ignments closer to revenue sources can enhance accountability 

and transparency in government action. 

4. Fiscal decentralization can help promote, streamlining public sector Activ iti es and the 

development of local democratic traditions. 

5. By promoting a locative efficiency, I1scal decentra lization can influence macro economic 

governance, promote local growth and poverty alleviation directl y as well as through 

spillovers. 

However, fi scal decentralization has its own lim itations, which include: 

I . Failure to adequately address the question of how to manger in ter-govern mental fisca l 

relations in order to meet the growing needs of public services at the local level while 

preserving fi scal di scipline nationally and sub nationally. This requires institutional 

clarity and transparency to avoid coordination failures that lead to ineffi cient spending by 

local government manifested in defi cit bias and higher borrowing costs that can aggravate 

macroeconomic imbalance and instability. To avo id such undes irable outcome there is a 

need for incentives and capacity building on top of institutional checks and balances to 

ensure prudence in sub national fi sca l management (De Mello, 2000) 

2. When large economics of scale and scope are involved, local and regional government 

often lack the necessary size to de li ver pub ic good and serv ices effi ciently with the 

provision of transport infrastructure or utilities be ing most at ri sk to fa ll in to ineffic iency 

(proud home, 1995 cited in Rodriguez Pose el ai, 2009: 1 0) 

3. Limited local institutional capabilities may even undermine the capac ity to ass im ilate and 

adopt best practices (Oates, 1993; Odero, 2004 c ited in Rodriguez pose el ai, 2009). 
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4. Poorer localities and regions lack adequate experti se and human resource to put in place 

viable policies and strategies, more over richer and more dynam ic regions can greatly 

extract greater resources either th rough taxation or their own citi zen or th rough a greater 

political leverage given the above points the poss ibility of matching polices to spec ific 

needs of population may be a pipe dream as local and regions governments do not have 

the necessary powers, resource capacity and capabi lity to be able to adequately address 

local problems (Rodriguess Pose el ai, 20 I 0). 

5. It can reinforce inequities due to resources and tax bases are not evenly distributed, and 

regional differences in infrastructure, education, health care, climate, culture differences, 

and distance from the center may prevent full use of production factors. 

2.1.2. Distribution of Roles of fiscal Policy in Fiscal Decentralization 

The decentralization theory provides directi on for sharing three funct ions among three levels of 

government. The standard Musgrave mode l of public sectors responsibil ity states stab ili zat ion, 

distribution and allocation (Musgrave, 1959). 

Stabilization: primary responsibly for stabilization funct ion has conventiona lly been assigned to 

centra l government, partly because of the obvious problems that wou ld result if sub-national 

government had independent control over their own money supplies In addition local economies 

were considered highly open so that the effects of local fiscal policy wou ld be dissipated into 

other areas. Smoke (2001) justify stabilization as a primarily a central function in deve loping 

countries first macroeconomic fluctuations can be particularly severe in emerging countries, 

especially in agricultural countries substantial and unpredictable climate variations and countries 

heavily dependent externally for basic production inputs, manufactured goods and credit. Under 

such condition stabilization policies must be planned and coordinated centra lly by well- trained 

and experienced people. 

Distribution the fi sca l federa li sm places principa l responsibi li ties for distribution with the 

centra l government first on ly the centra l government is in a posit ion to redi st ribute resource 

from wealthier to poorer governments second different redistribution programs would be 

expected to create problems if factors of production where mobile, third local government tend 

to have access to revenue sources that are not easily lev ied in a way that progressive with re spect 

to income. Although there have been challenges is to conventiona l recommendat ion that 

distribution be centralized it s genera lly accepted that decentrali zed governments typical ly more 

constrained than the central government in altering the di stribution of income. 
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Allocation: The prescribed role of decentralized levels of government in the all ocat ion function 

is substantial because demand for many public servi ce is not likely to be uniform across space 

smoke (200 I) gains would thus be enhanced through decentralization because residem in 

different governments could choose through mi x of public goods and takes that best confo rms to 

their preferences. In this frame work decentralization is desirable not only because of preference 

differentiation but also because expenditure dec ision are tied more close ly to rea l resources costs 

in smaller jurisdi ct ion. 

Nuria et al (2008) also used to state beyond the guidance provided by Musgrave governmental 

ro les, there are some characters of taxes of whether these taxes are to be assigned at the central 

or sub-national levels: These include: 

• Revenne Buoyancy; meaning that overall revenues should change roughly in proportion to 

Econom ic base. 

• Equity; meaning that good revenue sources are" fair equitab le in the sense of horizontal 

equity under which tax payers in similar ci rcumstance should be treated similarl y and 

vertica l equity under with tax payers with different incomes should pay according to their 

"Ability to pay". 

• Efficiency; meaning that the tax should have relatively low administration and compli ance 

costs and create a minimum di stortion in the economy. 

• Political Acceptance; mean ing that taxes need to be sensiti ve to hi stori cal and institutions 

frame work in the country. 

There are, in addition several other principles that are des irable for taxes that are to be assigned 

at the sub-national level. First the benefit principle which relates revenue sources to the benefits 

being provided should be implemented to the largest extent poss ible. Second sub-national 

revenue source should have a tax base that is relati ve ly evenly di stributed across jurisdi ction. 

This helps to minimize fi sca l di sparities among sub-national governments and reduces the 

burden put on eq ualization · grants to allow a more uniform quantity and quality of services. 

Third sub-national tax source should have immobile based to mi nimize the li ke lihood of tax 

competition among jurisdiction in a "race to bottom". However, not all tax compet ition is 

undes irable; a moderate tax competit ion give an incenti ve to politician and bureaucrats to be 

efficient and to provide serv ices according to citizens' performance in their choices of taxes. 
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Fourth, sub-national taxes should be geographica lly Ne utral in the sense that they do not 

interfere with domestic or international commerce, they do not distort the locati on of economic 

activity across the national territory and they are not exported such that the taxes received by 

sub-national government are primarily borne by residents in other jurisdictions. Fifth is a 

requirement for administrative feasibility so that sub-national taxes can be implemented without 

undue costs of compliance and administration. certain taxes may be better ad ministered at the 

local level because of the information advantage (eg. property taxes) while for the same reasons 

local government have a relative disadvantage in co llecting other taxes (eg. personal income 

taxes) . Sixth sub-national grants should exhi bit generally stable tax bases: revenue source that 

are highly sensitive to general economic condition. (eg profit taxes) should be assigned to central 

government which has greater ability to dea l with cyc lica l fluctuat ions in reve nues through 

borrowing and other means. Seventh, sub-nati onal taxes should be highl y visib le so that tax 

burdens are clearly perceived by location res idents. Of course sub-nati onal governments are 

likely to think quite differently about this, finally, sub-national tax assignments need to stable 

over time. A typical problem of transitional countries has been unstable ass ignme nts, wi th the 

assignment not being established in permanent laws but instead decided in annual budgets; ad 

hoc assignment decided on annual basis may also result in a lack of uniformity, unnecessary 

complexity and perverse incentives to ward revenue mobilization. 

2.1.3. Elements of Good fiscal Decentralization Program 

These elements include an adequate enab li ng env ironment, assignment of an appropriate set of 

functi on to local governments, assignment of an appropr iate set of loca l own-source revenue to 

local governments, the estab lishment of adequate access of loca l governments to development 

capital (Smoke, 200 I). 

A. Adequate Enabling Environment 

An enabling environment for fi sca l decentralization can begin with constitutional or lega l 

mandates for some minimum level of autonomy rights and responsibilities for loca l 

governments. This provides a foundation on wh ich to build decentral ization but it does not by 

any means guarantee successfu l decentrali zati on. 
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First they help to cover local government fi scal imbalance supplementing inadequate loca l own­

source revenue to improve the ability of local government to meet their expenditure 

responsibilities second they can be used to meet national r~ di stributional object ives helpi ng to 

offset fi sca l capacity difference among local governments third they can be used to encourage 

local expenditure on particul ar goods and services that exhibit pos itive externaliti es or are 

considered to be basic needs that should be di stributed less unequall y than the abi lity to pay for 

them according to smoke most transfer system even in developing countries are intended at least 

offi cially to meet these objectives. There are typical issues to recogni ze ex plicitly the diffe rent 

types of transfer system are appropriate in di fferent circumstance un conditional grants are best 

for income di stribution purpose while conditional grant s a cheaper way of encourag ing 

expenditures on paJticular types of target serv ice if des igned properl y both types can help to 

encourage local resource mobilization and to ensure over time provi sion of a basic minimum of 

services in all local government regardless of fi scal capacity. 

E. Developing Adequate Local Access to Investment Capi tal 

According to Smoke (200 I), local government in many developing countries get most of their 

capital budget from intergovernmental transfers but some decentralization governments typica ll y 

states provinces and large cities are able to borrow; in some cases such as Brazil and Colombia, 

there is direct and significant access to commercial banks and the bond market. In other cases 

such as India and Poland access is limi ted. The rea l chal lenge fo r fi sca l decentralizati on is to 

develop spectrum of options to finance ca pi ta l in vestment from grants and subs idized loans lo r 

poorer local governments and non self-financing projects. Where decentralized levels of 

governments are relative ly strong efforts to develop direct access to capital markets makes sense. 

2.1.4. Defining and Evaluating Revenue SYi tern 

Paul smoke (200 I) also states three other broad issues regarding local revenue system first, the 

spatial dimension of local government actions requires the inter-dependence and competi tion 

across jurisdictions be explicitly considered and that mobile tax be avo ided second centra l 

government have national goals regarding pu blic se rvice provis ion and inter jurisd ictional equity 

that justi fy inter-governmenta l transfers and se rvice standards third the optimal criteria fo r 

ass ign ing revenue sources to authori ties will genera lly diffe r fro m the pe rspecti ves of central and 

local government. These di ffe rences in perspective and potential effect must be recogni zed when 

designing local revenues system. 
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2.1.5. Designing Fiscal Transfer 

This design of fi sca l transfer is critical to ensuring the efficienc y and equity of loca l se rv ice 

provision and the fi sca l health of sub-national government. A fe w simple conside rat ion are 

d iscussed by Robhin et at in designing these transfe rs, as indicated, the following guide line are 

indicated for grant design (Robin et ai, 2009). 

I) Clarity in Grant Objectives: Grant objectives shoutcj be clearly and precise ly specified 

to guide grant design. 

2) Autonomy: Sub-national governments should have completed in dependence and 

flexibility in setting priorities. They should not be constrained by the categorical structure 

of programs and uncertainty associated with deci sion making at the center. Tax-base 

sharing allowing sub-national governments to introduce their own tax rates on centra l 

bases, formal-based revenue sharing, or black grants is consistent with these objecti ves. 

3) Revenue Adequacy: sub-national governme nts should have adequate revenues to 

discharge designated responsibilities 

4) Responsiveness: the grant program should be flexible enough to accommodate 

unforeseen changes in fiscal situation of the recipient. 

5) Equity (Fairness): allocated funds should vary directly with fi sca l need factors and 

inverse ly with the tax capacity of each jurisd icti on. 

6) Predictability: The grant mechanism should ensure predictability of su b-natio nal 

government shares by publ ishing fi ve-year projection of fund availability . The grant 

formula should specify ways of alleviating yearl y lluctuations, such as by the use of 

moving average or fl oors and ce ilings . Any major changes in the formula shou ld be 

accompanied by hold harmless or grand fathering provision. 

7) Transparency: both the formula and the allocations shoufd be di sseminated widely, in 

order to achieve as a broad a consensus as possible on objectives and operation of the 

program. 

8) Efficiency: the grant design should be neutral w ith respect to sub-national Governments 

choices of resource a llocati on to different sectors or type o f acti vi ty unless there is c lear 

efficiency or equity rationale for conditional grants. 
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Block grants are a vaguely defined concept. They fall in the gray area between general-purpose 

and specific purpose transfers, as they provided budget support with no string Attached in a 

broad but specific area of sub-national expend itures (Robin. et al 2009). 

Specific Purpose Transfer: specific purpose or condition~1 transfers are intended to provide 

incentives for government to undertake specific program " r activities. These grants may be 

regular or mandatory or discretionary or ad hoc. Conditional transfers typicall y spec ify the type 

of expenditure that can be financed (input-based conditionality). These may be capital 

expenditures, operating expenditure, or both. Conditional transfer may also require attainment of 

certain results in service delivery (out put based conditionality) . 

Input-based conditionality is often intrusive and unproduct ive, whereas out-put based 

conditionality can advance grantor's objectives while preserving loca l autonomy. Cond itional 

transfers may incorporate matching provisions- requiring grant recip ients to finance a specifi ed 

percentage of expenditure using their own resources. Matching requirement can be either 

open-ended meaning that the granter matches whatever level of resources the recipient provides, 

or closed-ended, meaning that the granter matches recipie t funds on ly up to speci fi ed limit 

(Robin el ai, 2009) . 

Matching requirements encourage greater 'scrutiny and local ownership of grant-financed 

expenditures: close- ended matching is helpful in ensuring that the granter has some control over 

the costs of the transfer program. Matching requirements, however, represent a greater burden 

for rec ipient jurisdiction with lim ited fiscal capacity. In view of th is, it may be desira ble to set 

matching rates in reverse proportion to per cap ital fisca l capacity of the jurisdiction in order to 

allow poorer jurisdiction to partic ipate in grant. 

2.1.7. What is Budget? 

A budget is a quantities expression of a proposed plan of action by management in case of 

private sector or the in case of government for a specified period and is an aid to coordinating 

what needs to be done to implement the plan. When administered wisely, budgets compel 

planning, provide performance criteria and promote coordinat ion and comJ11unication ac ross 

leve ls. In general budgeting is about making plans for the future , implementing those plans and 

monitoring activities. 
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2.3. Aspects oflntra-Regional Fiscal Decentralization 

2.3.1. Revenue Assignment 

Four basic guidelines are suggested as starting points for defining or evaluating Revenue system 

(Oates, 1972) First local taxes should be as neutral as possible in terms of their effect on 

economic behavior. Second the benefits and costs of local taxes should be clear to those for 

whom services are to be provided Third the pattern of incidence of local taxes should meet basic 

equity standards Forth administration and compliance coasts should be minimized by avoiding 

the assignment of complex taxes to local governments. 

(See annex 5t presents revenue share between central and regional level of government in 

Ethiopia on average for the year I 996 - 2002 EFY The data is characterized by (A) The average 

share of regions of the tax revenue was about (0.22, did not include import duties )(8) The 

average share of regions of the direct tax was about (0.46) (C) The average share of regions of 

the indirect was about (0.18) (0) The average share of regions of the non-tax was about (023) 

(E) The average share of region of the total import duties tax was nil. 

With regard to growth trend (A) central government total revenue was increased from (13917) in 

1996 EFY to (53861) in 2002 EFY which is 20% growth (B) regional government total revenue 

was increased from (3088.3) in 1996 EFY to (9835.1) in 2002 EFY which is 17% growth rate. 

Revenue share fdereal/ regions 

• Federa l Governlncnl 

• T ax R evenu e 

• D i r ec t T ilX (do lllCS, tl C) 

• Indi r ect T uX 

• N o n T ax 

• Tola l R even u e 

• Region a l Gove r n nlcnl 

• Tax Revenue 

• Ind i rec t T,:)x 

• N on Tax 

• T o t Ll I Revenu e 

Figure 2.2: Revenue Share Trend-FederaVRegions (See details on Annex 5) 

4 The data used in these calculations are described in the data appendix 5 revenue and expenditme shares 
respectively. 
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An important feature of these data is that, with exception of directs tax sharing which shows 

relatively better share (.46), the other two source of revenue ass ignments showing the ce nter 

taking the lion share (.22, . 18, .23). In thi s context, work in g backwards, we can see some aspects 

of change and continuity in revenue sharin g in Ethi opia. Firs tly to stan with , Es hetu ( 1994) 

found out that revenue share of regional gove rnments where ( 10%) fo r the 1993/94 budget year. 

Second, Getachew (2001 ) examined the issue and fo und out that revenue share of regional 

governments where (19 .7%) for the 1994-1999 budget year, which registered an increased trend 

of (9.7%) wh ile currently the fi gure shows that the trend goes up to (22%). 

Based on the above noted facts of trend analysis it 's quite poss ible to show some of change and 

continuity accordingly in thi s context revenue share shows a changing fig ure ranging from (10%, 

19.7%, 20% and 22%) for the year (1993-94 - 2001 /02 EFY). 

2.3.2. Expenditure Assignment 

Based on ratio measures(see annex 6) shows us the expenditure share betwee n, centra l and 

regional level of government, excluding defense budget which is not decentra li zed to reg ions and 

net of external loan and ass istance. The data is characterized by (A) the average share of regions 

of the tota l cap ita l expe nditure was about (0.30) . (8) The avwlge share of reg ions of the total 

recurrent expenditure was about (0.76) (C) The average share of regions of the tota l expe nd itu re 

was about (0.53). 

Firstly, expenditure share by functional distribution for capita l expenditure shows that, (A) The 

average share of regions of the economic deve lopment sector was about (0.2 7) (B) The average 

share of regions of the social deve lopment was abou t (0 .22) (C) The ave rage share of reg ions of 

the general development was about (0.74). Secondly, expend iture share by fu nctional 

di stribution for recurrent expenditure shows that, (A) The average share o f regions of the general 

service was about (0.64) (8) The average share of regions of econom ic serv ice was about (0.80) 

(e) The average share of reg ions in soc ial se rvice was abo ut (0 .80). 

Thirdly, w ith regard to growth trend (A) ce ntra l gove rnme nt tota l expend itu re was increased 

from (1 7365. 16) in 1996 to (6 1779. 1) in 2002 EFY, whi ch was 19% growth (13 ) capi ta l 

expenditure for centra l government increased fro m (5400.02) in 1996 to (29946.7) C) Recu rre nt 

expenditure for the genera l governm ent was increased from (77 17.6) in 1996 to (2827 1.1) in 200 

2 EFY which is 18% growth. 
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Finally, The varied share of central and regional governments in both recurrent and capital 

including by functional distribution provides an explanat ion for the fact that there are two related 

ideas deduced firstly, there is an increased trend towards higher public spending second 

consistent with the combination of dependency in transfer by regional gove rnmen ts and 

increased consumpt ion for recurrent expenditure than cap ital ones. 

Again based on noted facts it' s quite possible to show aspects of change and continuity. Firstly, 

with regard to expenditure share between center and regional governments, Eshetu (1994) found 

out that share of regions by recurrent expenditure was (37%) and financing (30%) of their tota l 

expenditure and (41%) of their recurrent expenditu re from own revenue sources Getachew 

(2001) examined the issue and found out that regional government share in tota l expenditu re 

increased to (43%) and regions are able to fiance 36% of their total expend iture and 57% of their 

recurrent expenditure while currently the finding show that average share of regions of the total 

expenditure was about (0.53) excluding external loan, ass istance and de fense budget from the 

computation the average share of regions of the total recurren t e~pendi ture was about (0 .76) and 

finally the average share the region of the total capital expenditure was about (0.30). 

Secondly, the trend for selected social and economic sector show that, Eshetu (1994) found out 

that regional government share in education (73.7%) hea lth (8 I %) whi Ie economic sec tor 

showing (28.38%) for 1993/94 budget year .. Getachew examined the issue and found out that 

soc ial sectors increased to (8 I %) whereas currently the findin g show that the ave rage share of 

regions of the total economic development sector was about (0 .27) and average share of regions 

of the total social development was about (0.22) and the ave rage share of regions of ge neral 

development was about(.74) .. In these context an important element of conti nu it y in expend iture 

side was that, there is an increased tendency to decentralize recurrent expenditures than capita l I , 

ones, and , the persistent dependency on the center due to mismatch between expenditure 

responsibility and revenue source still remain. 

Finally, Shelton (2007) noted an important insight regarding the size and composition of 

government expenditure, Shelton put different variables wi ll tend to show different pattern of 

spending and puts hi s arguments as fo llows. 

Much of the increase in total expenditure associated with greater trade openness is attributab le to 

categories that do not insure for risk. This is especially true in less-developed countries. 
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I. In less-developed countries, greater trade openness is associated with a centrali zati on of 

expenditure: the increase in central ' government expenditures is pal1ia lly offset by a 

decrease in local government expend itures. 

2. In more populous countries and countries with greater ethnic fractionali zat ion, spendi ng 

categories of public goods (education, hea lth care, public order and safety) is 

decentralized to lower spending by the central governments significantly offset by 

higher spending by local governments. 

3. In industrialized democracies, better political righ ts and greater inequality 

are each assoc iated with more distribution, though the interaction negative 

(www.elsevier.coml /ocaleleconbase). 

2.3.3. Expenditure Assignment in Light of Own Revenue by Individual 

Regions Perspectives 

This secti on is mainly intended to examine Intra-Regional fi sca l decentralization. Table 4.5 

presents data on fiscal capacity of regional government to measure interactive term between the 

percentage of total regional. revenues and expenditures to each indi vidual reg ion for the year 

1999-2002 EFY on average. 

One of important proclamation regarding narrowing the gap in development and economic 

growth between regions is Proclamation No. 33/ 1992 in wh ich the obj ecti ve of fi sca l 

decentralization in Ethiopia regarding emerging region in the country. According to Tegegne 

(2009) especially regarding emerging regions it is argued that regions have very lim ited resource 

and sever financing gap, potential and actual revenue co llection indicates that there is huge 

difference between the two. This indicates the need to strength mechani sm l'or loca l resource 

mobilization. Since lack of income is a typica l future or lagging regions income ra is ing ac tiva tes 

should be the central future of assisting lagg ing reg ions (Tegegne, 2009). 

It is not clear weather grants reduce inter-regional disparity because there always rich people in 

poor regions and poor people in rich region. Area grants should thus target poor people in poor 

regions. In te r-governmental transfers cannot be taken as long term soluti on to ass ist under 

developed regions since they can under line loca l initiatives and loca l aspi rati ons in the long ru n 

it is better to develop regional and local capacity by developing their resource base and grating 

them full right to mobilize resource. 
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Moreover, post implementation capacity shows that the high vertica l and hori zontal im~a lance 
among Ethiopian regions. The following major factors can be ment ioned which are; issue of 
weak economic activities, uneven distribution of popu lation , inefficient tax administration , low 
manufacturing and urban centers which create less agglomeration force. Horizontal imbalance 
that is defined as fiscal capacity or disparity among regions and wi thin a region is another area of 
problem that need to be given emphasis, since the cause for the existence of horizontal imbalance 
is explained as economic base variation, natural resource endowment, population size. varying 
spatial distribution, infrastructure development, di stance from the center. less manutact uring and 
industry which lead to less agglomeration forces, extent of peace and stab ility in the region, 
vulnerabil ity to diseases and climate cond ition can be sa id the most important factors that must 
be considered in dealing with horizontal imbalance. 

Against this back ground, firstly table 4.8 shows expenditu re share in li ght of own reve nue of 
each individual regions. Two major points of observation we can see (A) the share of own 
revenue to total expend iture for relatively developed regions namely. Tigray Amhara, Oromiya 
and SNNP was (.45, .21 , . 16, .17) respectively and able to finance capita l expenditure in surplus. 
(8) The Average share of own revenues to tota l expend iture fo r emerging region namely Afar, 
Somali, Gambela, and BIG was (.1 ,0.06,0. 1·7,0.1) and almost relatively dependent on transfer. 

Generally based on the above fact of analysis the data can prov ide us an exp lanation of two 
major points firstly, there is c learly a signifi cant va ri ati on across reg ions, wh ich means the size 
of expenditu re financing and dependency on the transfer vary significantly across regions, while 
there is higher tendency toward lower fi scal capac ity among emerging regi ons although there are 
exception with relatively developed regions who can finance at least their capital expenditure in 
surplus and showing relatively greater fi sca l capac ity. Secondly, the significant va ria ti on 
between own revenue to expenditure financing implies stagge ringly large dependency of 
emerging regions on the center covering only 10% to 15% of their expend itures respectively, 
Whereas relatively developed regions show relatively quite lower dependency on the center 
covering 20% - 25% of their expenditures respectively. 

The data suggests that there is great deal of variance exists in the capacit ies of regions to collect 
taxes and di scharge responsibi lity assigned to them. This may mean two things first the 
relatively developed regions who tends to show similar revenue expenditure financ ing retl ects 
un underlying simi larity in levels of deve lopment a lthough their industrial structu re. population. 
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private sector and natural resource endowment and size of the ir econom ic compos ition still qu ite 

different, second emerging regions similar revenue expenditure financi ng refl ects un 

underplaying similarity in levels of development although some of the above points st i II be qu ite 

different within each region. 

The similarity and different amounts of expend iture and own revenue funding to the tota l 

regional revenue expend iture is a major observation we can deduce and, thi s in fa ct implies 

relatively developed regions and emerging regions vary in tax raising capac ities and at the same 

time inequities that emanate from as a result of different potential tax paye rs and size of 

economy in each regions cou ld in fact result in va lid net fi scal benefits which is basica ll y 

referred in fiscal federali sm literature as horizontal fi sca l imbalance which could in fac t may lead 

to distortions in decision making unless equalization measures over come inequalities (We il bs, 

2005). 

In sum a small n-analys is, may fa il to further elaborate the issue in detail. In thi s rega rd to treat 

and see both relati ve ly developed and emerging regions acco rding to economic size of 

composition and emphasizing to the system of reven ue ri sing capac it ies designed to ensure that 

both relatively developed and emerging region have the potenti al to finance of expenditure 

responsibility at comparable levels of tax rates and other variables ca ll s for other research that 

use systemic theory based on a better understanding of each individ ual region may in fac t be the 

way fo rward. 
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CHAPTER THREE 

SOCIO-ECONOMIC BACKGROUND, CONSTRAINTS AND 

CHALLENGES, AND PROSPECTS OF DEVELOPMENT IN 

SOMALI NATIONAL REGIONAL STATE 

3.1. Profile and Description of Study Area 

This chapter deals with description of the area under study which is the Somali National 

Regiona l State. The first part deal s with locati ons, topograph y and other ph ys ical characteri stics 

of the region. The succeeding section tries to highlight the administrat ive setup, popu lati on 

projection and the overall Socio-economic background of the region which includes education, 

health, rural development and natural resource endowment in the region. The objective of 

assessing the above service delivery in the region is assumed to highlight the situation with 

thematic area the research is dealing with wh ich is fi scal decentrali zation. 

3.1.1. Location and Topography 

The government of Somali National Regional State (S NRS) is one of" the nine member states that 

make up the federal democratic republic of Eth iopia. The region is located at the most tip of 

eastern and south east of Ethiopia. Somali extends between JO to 15° North latitude and 40° to 

48° East longitudes having a total area of 350,000 km 2
. Accord ing to the rev ised constitution. the 

Region has common boundaries with Oromia National Regional State in the west and south 

west, with Afar National Regional State in the nOJ1h east and republic of Djibouti in the North 

West, Somalia in the East, Kenya in the South. Somali Region is the second largest region next 

to Oromia in territorial size. 
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Figure 3.1: Map of the Study Area 
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3.1.2. Administrative Organs and Population Characteristics 

The administrative structure of the Somali region consists of9 administrative zones, 52 woredas 

and 67 urban settlements. According to the 2009 population projection based on the population 

and housing census of 2004 abstract report the total population of Somali region was estimated 

to be 4,439,174. Of the total population 1,970,363 were females and 2,468,784 were males (44% 

and 56% respectively). The average household size is 6.6, the level of urbanization in the region 

is estimated to be 16% while the majority (about 84%) of the total population is pastoralists and 

agro-pastoralist settled both in rural and semi-rural areas. 

There are approximately 98,629 households that reside in Somali region. The average population 

density is 13 persons per square with a greatest variation among woredas of the region; 

population densities are highest in agro-pastoral zones including Gode, Jigjig and Liban. The 

largest zone of the regions is Jigjig zone with over 966,211 residents and the slowest Fiq zone 

with 347,769 (CSA, 1994,2009). 
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The 199 1 government change in Ethiopia has ushered in a decentralizati on system of 

Governance. This is a departure from the past political system wh ich did not allow for se lf-rule 

and institutional development and harmony between different ethn ic groups. Decentra lization in 

Ethiopia is hoped to bring about harmony and co-operati on between difrerelll groups and 

promote local se lf rule (Tegegne el ai, 2007). 

Somali National Regional State is one of the states enj oy ing the benefits of decen tra lizat ion, it 

allow the state to se lf rule and cooperation between differe nt groups. Although Somali region is 

historically one of the most marginalized areas by the previous regimes, cu rrent ly the region has 

ga ined substantial achievement in deve lopment status accord ing to the regiona l annua l 

performance report of (2002 EFY). 

The region with federal government support made quick improvement towards access to soc ial 

serv ice, particularly in the last few years. For instance, access to clean and potab le water is 

55 .5% in 2002 EFY which registered an increment from 44% at the beginn ing of the yea r 200 I 

EFY. Similarly, the potential primary health care and the animal health coverage reached 77% 

and 54.6% for the year 2002 EFY respective ly, though several important aspects of soc io­

economic development can be raised, discussing all aspects is not the scope of th is study. The 

succeeding section wi ll briefly discuss the soc io-economic situation and resource endowment of 

Somali region. 

3.2. Socio-Economic Background of Somali National Regional State 

The region represents a major part of the country form ing approximate ly 27% of the land area 

and possess ing a lion share of natural resources such as live stock, natural gas, salt, mineral and 

irrigable land but at the same time, it also shows major development re lated bottlenecks of the 

country with a greater severity of poverty. undeve loped soc io-economic in fra structure. seve re 

corruption weak institutional capac ity, environmental degradation etc. 

One of the special features of the economy is pastoral and agI'o pastora l economy thi s makes the region to 

be peculiar among other regions in the country except some. The majority of population (84%) is 

pastoralists and agro pastoralists; the main occupation of the inhabi tants in the region has been livestock 

breeding, commerce and sedentary agriculture. The region falls within dry climat ic region of Ethiopia. 

The region has two climatic zone, namely hot arid cl imate and hot semi-arid climatic zone. The hot arid 

cli matic zone dom inates the south and south eastern part of the region and large part of the region 

approximately 60-80% fall s within hot ar id climate (OLOP Report 2008). 
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3.2.1. Education Sector 

The education service coverage in the reg ion can te ll a lot on how the sec tor is making 

contri bution to the overall development effort in the region. According to the capacity buildi ng 

basic service delivery report (2008), it was depicted in various documents that on Iy about 2 out 

of 10 children in the region attended primary educati on in 1997 E.C. (2004/05) the situation 

becomes worse when it comes to secondary education where only 2 out of the 100 yo un g were 

in attendance. 

The number of primary schools increased fi'OIn 160 in 1997198 to 663 in 2001 /02 and accord ing 

to annual performance report (2002 EFY: P.29) pr ima ry educati on (1-8) GE R has been increased 

to 63 .8% in 2002 from 46.7% in 2001 which is 17.2% increment with Regard to secondary 

education (9-1 2) GER has increased to 12.08 in 2002 from 7.3% in 200 1. What we can deduce 

from the above fact is that the sector is making a progress in meeting the needs of the people. 

There are major facto rs hindering the sector to not full y use the capacity. Th is includes capaci ty 

issues in human resource like lack of committed employees in the region, so, the reg ion need to 

use the university located in the cap ital c ity Jiji ga to train appropr iate and skilled human pUlle r 

according to the needs of the region. Furthermore, hi ghe r government offic ial also need to attract 

committed teachers from the cen ter using different tech niques such as addit ional benefits and 

ensur ing the sector as a priority area. However in the absence of the above factors, it is 

impossi ble to reach at the des ired object ive of deve lopment. 

3.2.1.1. Education Budget in Capital Expenditure 

The federal government of Ethiop ia has been committed to the provision of better educat ion fo r 

the whole society. This is demonstrated, in part, through more than doub ling of the commitment 

to education as a part of the total government budget. Table; 3. 1 shows cap ital budget 

expenditure trend and percentage share from total sectoral budget. In 1996/97 the share of 

education was 11.3% and shows an increas ing trend to 14.97% in 1998/99 wh ich reg istered the 

highest increment across yea rs. In sum, the capita l expenditure budget in educat ion is growing, 

although it is st ill quite low and show fiuctuation in annua l growth rate . On average educa ti on 

takes 11 .8% of capital expelld iture from tota l sectoral budget. 
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Table 3. 1: Education Sector Capital Budget Expenditure Trend 1996/97-200 I /02EFY (IN ODD' Birr) 

Budget Year Share of Capital Budget (% share of total Total Sectoral Bud get 

1996/97 15.400 11. 3% 136.100 

1997/98 15.200 10.45% 145.400 

1998/99 29.600 14.97% 197.600 

1999/00 41.000 12.48% 328.400 

2000/0 I 46. 100 11.49% 401.500 

200 1/02 72.900 95% 760.000 

Total 220.2 11.8% 1968.500 

Source: BOFEO and others own computatIOn 

Note: The Figure only takes cap ital expenditure exc luding community projects, external loan 

and assistance. 

3.2.2. Health Sector 

Hea lth sector strategic plan of SRS stated the region is Iypica lly characterized by poor hea lth 

status compared to other regional state of the country or the nat ional Average. The crude death 

Rate is estimated to be 9.80 per 1000 population, life expectancies of males and fem ales are 58.7 

years and 55.4 years respecti ve ly. IMR is estimated at 83.0 per 1000 while the CMR is 119.00 

deaths per 1000 (OLOP summary report, 2008). 

MMR rate is estimated at 500-700 per 100,000 live births. Accord ingly, in 2006 there were 6 

hospitals (2 are new and non functional since 2006) 11 0 health stations and 89 hea lt h posts 

according to capacity Building DLDP summary report s (2008).Currently accordi ng to Ihe 

Regional Annual performance report (2002 ) the number of Kebeles (new) wit h at least one 

funct ioning health post has increased from 500 (70%) to 68 1 (96%) These all put together has 

increased the Health post service delive ry (coverage) from 57 to 76% as 0 1' 2002 EFY . 

Functioning hea lth centers were increased from 28 Hcs, to 41/Hcs. The heal th center serv ice 

coverage has increased from 16% to 21 %, while the potential health coverage has been rai sed to 

76%, considering both functi onal and those under construction health centers. Regardless of the 

improvement made; a number of factors can be raised for the poor hea lth se rvice de li very in the 

region. These include: 

• The pastoral life style along with low level of education 

• Pastoral hea lth extension package is not yet fu ll y funct ional in the region. 
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• Shortage of capacity, planning, implementation and monitoring activity at woreda hea lth 

offices, delay in compilation of health projects, shortage in prov ision o f drug supply can 

be some of critical factors (Capac ity Building DLDP summary reports, 2008). 

Table 3.2 shows capita l budget expenditure trend and percentage share from tota l sectors budget. 

In 1996/97 the share of health was 8.45% and shows an increased trend to reach 23.36% which is 

the highest level over the years. In particular compared to education budget hea lth ex pend iture 

shows a consistent annul growth rate, though showi ng a decreased allocati on lor the year 

2001102. On average health takes 15.02% of capital expenditure from total sectors budget. 

Table 3.2: Health Sector Capital Budget Expenditure Trend I 996/97-2001l02EFY (In OOO ' Birr) 

Budget Year Share of Capital Budget % share of total Total Sectored Budget 
1996/97 11,500 8.45% 136, 100 

1997/98 16.200 11.14% 145.400, 

1998/99 30.500 15.43% 197.600 

1999/00 60,600 18.45% 328.400 

2000/01 93.700 23.36% 401.500 

2001/02 83.200 10.49% 760.000 

Total 295.7 15.02% 1,968.500 

Source: BOFED and others own computatIOn 

Note : The figure on ly takes ca pital expenditure excluding community projects, externa l loan and 

assistance. 

3.2.3. Water Sector 

Water can be categorized as a basic necessity for human survival, hyg iene, li vestoc k, agri culture, 

health etc. The quantity and quality of water must be one of priority area that the regional policy 

makers need to emphasize on if the we lfa re o f the soc iety to be maintained and ove ral l 

development to be sustained. 

Accord ing to DLDP report (2008), coverage of clean drinking waters as of 2007 was 32% and 

reportedl y c laimed by the regi ona l water bureaus was the presence of access to water suppl y of 

10 li tters per person per day and 15 litters per perso n per day in rura l and urban areas of the 

region respectively. The average distance traveled to access water on average var ies from place 

to place. Areas which have better access to service; people had to travel on average a distance of 

2km while on those a reas where people we re under priv il eged o f access to se rvice. they had to 

travel on average of 7km . 

47 



But, currently according to annual performa nce Report (2002) at the end of 200 I EFY access of 

the portable water supply coverage of the reg ion has increased from 40% to 60%. Curre ntly 

average water coverage of the region in 2002 is est imated at 55% with tota l benefices of 

2,475.000 persons. In concl usion, in light of decentra lization progress in the region and with 

subsequent expansion of agricultura l acti vates, growth and transformation plan, both at federal 

and regional level, intervention for the rea lization of large irrigation schemes woul d respond to 

greater need of communities and poss ibly would enab le the maj ority of the people to di versify 

their livel ihood coping strategy. 

Furthermore; Table 3.3 depicts the cap ital budget expenditure and the percen tage share frolll 

tota l sectora l budget. In 1996/97 the share of water and mi nes was 3.89% and show an increment 

trend to 40% in the year 2001 /02, howeve r a 40% percentage share inc ludes a water drill 

construction in Jijiga Town. In which it may d istort the average a llocati on of cap ita l ex pendi ture 

to the sector, taking the above limitat ion in mind, the average capita l ex pend iture all ocated to 

water shows 2 1.9% w ith consistent annual growth rate though some fluctuation in the tre nd . 

T able 3.3: Water, Mines and Energy Sector Capita l Expenditure Trend (1 996/97-200 1/02 EFY 

(IN OOO' Birr) 

Budget Year Share of Capital Budget % share of tota l Total Sectoral Budget 

1996/97 5.300 3.8\1% 136, 100 

1997/98 9.200 6.32% 145.400. 

1998/99 13.800 6.98% 197.600 

1999/00 30.000 9.1 3% 328.400 

2000/0 1 69.000 17. 20% 40 1.500 

200 1/02 304.000 40% 760.000 

Tota l 431.300 21.91 1968.500 

Source: BOFED and others own computat ion 

Note: The fi gure only takes capital expenditure exclud ing communi ty projects, external loan and 

assistance. 

At national level Ethiopia is one of the gifted in wate r resource, of whi ch they are potentia ll y 

wa iti ng to give the ir fru its to the greater need of society. The current govern ment ini tiat ive 

towards usi ng these potentia l for large irrigation schemes, energy generation, and others are 

promising and seems it w ill pave the way and may answer to the greater need of society ifdone 

on sustainab le and collaboration of a ll stake ho lders at all level. Regardless o r the above 
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prom ising way Ethiopia is also one of Africa lowest rates of access to water, sanitation and 

hygiene. 

Half of population must walk up to four kilometer da ily to fetch water a 2004 report of WHO 

estimated that only 22% of the population has Access to safe water and onl y 7% has Access to 

sanitation. But it is also important at current the figure modestl y changed, however how much 

the Mi llennium Development Goals seems it still remains a lot to be done because the country 

planned to ensure improved access to water and sanitation, 70% and 56% respecti ve ly. 

Moreover, Table 3.3 .1 show the relative position of Soma li Region compared to other reg ion. 

though there are substantial improvement, based on succeeding data money factors can be raised 

fo r unsatisfactory development of irrigation potential and percent utilized. Firstly, at national 

level there is lack of sustainab le deve lopment and ma nagement of the nation's water resource 

mainly due to lack of institutional capacity and work fo rce expertise both in terms of technical 

and profess ional which can transform the trend. The same fac tors can also be mentioned at 

regional level, however the severity of the problem being very strong. 

Table 3.3.1: Irrigation Potentia l of the Major Water Basins in Ethiopia 

Potential and Actual in usc % or the 
Pastoral area 

Ri ver Basin Potential gross 
Net area Percent in the basin 

Country's 
Pastoral Regions 

under utili zed (km') 
P,lsloral 

irrigable (Ha) 
irrigation(Ha) Areas 

Abay 977915 2 1010 2. 1 12,480 2 Beni shangul-Gumuz 

Awash 
204400 69900 34.2 93,600 15 Afar / Di re Dawal 

Somali 

Aysha None None 0.0 12,480 2 Somali 
.- - .- --

Baro / Akobo 748500 350 0.05 24,960 4 GambellalBGZ 

Danakil 68,640 II Afar 

Genale / Dawa 435300 80 ro.az' 124,800 20 SomalilOromiya 
. ----_._-------_._----------

Omo / Gibe 450120 273 10 6. 1 24,960 4 SNN P 
-------- _ .. __ .. ,_ .. _- .- ---_._. .- ---"" 

Tekeze 3 12700 1800 0.57 - - -"-_._------ ---------._- ---.--_.--_ ...... -- ------ --------_. ---- -----------_ ... 
Mereb 37560 8000 21.3 . --_._- ---_._-_ ... _. __ .. _. __ ... _ .......•. -_ ..... -------- ---------- . _- - -< • --- ----
Wobi Shebelle 204000 20290 9.9 162.240 26 

Somal i/Oromiyal 
Dire Oawa 

Total Pastoral 3,495,795 16 10 10 4.6 624.000 100 . 
Areas of Ethiopia 

Source: MoWR (2002) Cited In MoFA 2008 draft 

Finally, it is possible to overcome the problems, regardless of both institutional and expe rti se 

bottl eneck. Currentl y, the nation is in vesting a huge resource in expand ing uni vers ities 

construction to each region which main ly concentrate to introduction of new technologies, 

research and development in sustainable water resource development which can so lve the 
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problem in the long run and issue of strengthen the practice at all leve ls and at regional are being 

to be main emphasis to be given. 

3.2.4. Natural Resource Endowment 

The region is endowed with a lion share of natural resources such us livestock, natural gas, sa lt, 

mineral forest products such us gum and myth. It has, 18.6 million livestock pop ulation, four 

potential seasonal rivers. The most prominent drainage systems of the region are Wab i-Shabel le, 

Genale and Dawa. The adjacent high grounds ofOromia contribute almost all or the wate r to the 

main drainage system of the region. Genale and Dawa ri vers drai n to the western part of the 

region and confluence at place called doloodo to Juba River in neighboring Somalia, whi ch 

eventually drain to the Indian Ocean. 

3.2.5. Agriculture and Rural Development 

Agriculture takes the main stay of development for the last quarter of decades in Ethiopia. One 

of special feature as the main stay of the economy in the region is being pastora li st and agro­

pastoralists which make the region to be different from other reg ions in the country except few. 

The majority of population which is almost 84% are pastorali sts and agro-pastoralists, The main 

occupations of the inhabitants in the region are livestock breeding. commerce and seden tary 

agriculture in the woina dega (warm temperature) areas of Jijiga (the reg ion capital) and around 

main river basins (Wabi-shebele, Genale wayed, and Dawa) . 

3.2.6 Agriculture Potential of the Region 

Maize and sorghum are among the maj or crops produced 111 the region. Drought resistant 

sorghum is predominant, particularly where water is scarce. In addition to maize and sorghum, 

the region produces wheat, millet, vegetab les and fruits using irrigation and rainwater. Jijiga, 

Liben and Gode zones are known for their cereal, vegetable and fruit production. The region has 

high potential water resource for irrigated agriculture. It has Shebelle, Genale and Dawa rivers. 

Gode and Liben agro-pastoralists produce various types of food crops and vegetables using these 

ri vers for irrigation. The two zones account for li on's share of the regional agri cultural ou tput 

(MOF A draft, 2008). 
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In Shebelle fiver sesame, cow peas, vegetables and fruit are a lso cultivated; (wheat, barley, 

maize), and some groundnuts in Bab ile District; al so small amounts of chickpeas, flax , peas, 

oats, lentils, Irish and sweet potatoes, onions, garlic, and chat (some as cash crops); Gus' is the 

principa l arrangement used to ensure all households are able to plough and c ulti vate some land . 

The Dawa-Ganale river livelihood zone is cha racterized by the sharecropping system whe reby 

landowners offer the large part of their land to a pump owner in return for water; the pump 

owner then takes on labourers ("bUljuwasi") to cu lti vate the land on a 50-50 sharecropping bas is. 

[n Liban zone beans are also cu ltivated, and sesame, groundnuts and earl y maturing (3 month 

cycle) maize have been introduced in some areas. Here "Gob", a system of co llective agricultural 

act ivit ies where by fanners ass ists one another, is practiced (USAID, 2008 cited in MOFA) . 

3.2.7. Livestock Production 

The region is estimated to have 9053000 heads of sheep, 8547000 goats, 3796000 cattle, 2032000 camels 

and 213000 equines totaling 23641000 li vestock (Regiona l SPM , 2005 ). Li vestock product export s and 

imp0l1s of consumer goods for resale are the main soul'ces of livelihood in the region. The economy is 

more closely integrated with the Gu lf States than other parts of Ethiopi a that has created opportunity for 

livestock marketing (MOFA Draft, 2008). Furthermore, Table 3.4 shows human population and livestock 

resources of Somali Regional State. The region has re lat ively rich and evenl y spread livestock resources 

(8.4 TUL per km2) and a fairly good ratio of animals per inhabitant (0 .7 TLU per person). Only one 

terr itory, Aysha, seems to be marginal from the standpoint of pastoral development (PADP, 2004). The 

commercial know-how of Somali li vestock stock traders is an important asset for futu re expansion of 

market share of li vestock in the region. 

Table 3.4: Population and livestock resources of Somali Regional Slflle 

Net Human resources Livestock resources 
Homogeneous 

Pastoral Terri tories 
range area Inhabi tants Total T1.U Tr !l 

(kml) Population 
pcrkm' TLU I km~ I lnhnbitnm 

Aysha 6.168 52.857 8.6 4.058 0 7 0.1 
_ .. . _- ".-._.- _." -... ---....... ~" 

Jijigil Plateau 25,099 965,988 38.5 4-'9,106 17.9 

---- -.-. 
Western. Somali Lowlands 39,903 455,450 11.4 498 ,788 12.5 1.1 

._-- -
Eastern Somali Lowlands 75,605 676,248 8.9 343 ,657 4.5 0.5 

Central Somali Midlands 73,5 19 742,728 10.1 623,035 8.5 0 .8 

Sou thern Somali Lowlands 42. 149 404.953 9.6 191.588 4 5 05 
.. -- _._---_._. __ .. -- ,-- . -

Western Somali Midlands 26,449 284.66 1 10.8 1·16.938 56 US 
--- -. - - .- -

Nonhero Somali Lowlands 15, 100 3 15, 115 20.9 163238 10,8 OJ 

TOlal 301 ,484 4,002, 170 60.11 2,533.365 8.4 07 

Source. PADS, 2006 clled III MoFA d raft 2008 
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Though the region is endowed with cons iderable unexploited potential s, st ill the reg ion faces 

several constraints with which pastoral and agro-pastoral households have to cope with livestock 

di sease, water scarcity, shortage of feed and range land degradation and lack of human, li nanc ial 

and phys ical infrastructures are identified as the most series ones which need critical attent ion. 

3.2.8. Road Sector 

The Road sector plays a pivotal role in order to make the transfer of informat ion, trading and 

facilitate service delivery across regions, woredas and Kebeles. Giving a particular attention to 

this key sector and accessing such objectives is reflected and being implemented by the federa l 

and regional bureaus, The Somali region rural road authority was established in 1992 E.C, with 

the intent of widening road networks in the region, through , amongst others, maintenance and 

development, constructing rural road networks which brings the people to have access to their 

basic demand and help to assist the development of the reg ion. 

The length of road network in the reg ion was about 862 km . whic h the figure reportedl y 

increased to 12,064 Km. Of this length it was revealed that all weather road and dry season road 

constituted about 2933 km and 9131 km respectively. The ave rage distance to be traveled by 

people to access a high way at regional level was estimated to be 50km. It was also reported Ihal 

the maximum distance to access on all weather road was 40km while the maximu m distance was 

24km to access a road with DS standard (DLDP report 2008:27) 

With respect to air transport, there is an international airport at Goode wh il e kebrihdhar and 

Shilabo have airstrips that can service lighter air crafts. Currently Jijiga hair strip is improved to 

international air port level. There is also an old rail way line that runs between Djibouti and 

Addis Ababa which cross via aysha woreda (in the Somali region). Generally, the road 

infrastructure coverage in the region can say a lot, and currently there is remarkable achievement 

in the sector compared to previous year. Furthermore, Table 3.5 shows a road project 

construction and completion in Somali. The data for the year 20 II is characterized by ( I) the 

three road projects showing almost the same progress of complet ion. whi ch are Harer-Jij iga. 

Degabur-Shekosd h and Jijiga-Togoacha le 65.6%. 68% percentage or complelion respectivel y. 

The rest showing 36 to 40% of completi on on average. 

52 



Table 3.5: Road Construction Project in Somal i 

No Project Name road improvement! Distance by Km The current progress % of completion 

Construction of completion by KM 

I Harar-Jijiga 106 69.5 65.56% 

2 Deghbur·shekosh 105 71.4 68% 

3 Shekosh - Keberidhar 11 5 39.3 34 .17% 

4 Kebridhar - Dhanan 95 39.7 41.7% 

5 Dhanan Gode 83 35. 1 42.28% 

6 Kebridhar - dhanan 108 32.8 30.37% 

7 Jijiga togowehare 63 4 1.3 65.55% 

8 Emla - Laba 89 40.2 45 .16% 

9 Lab. - Gode 90 32.9 36.55% 

10 Bab ile Fiq/meintaincel 30 7.5 25% 

Total 844 409.7 48.54% 
, .. Source: I ~ pastoral!st day celebratIOn magazme (20 II p. 14) and % of completion own cOlllpet lll 011 

3.2.9. Tourism Potential 

Though tourism is given less emphasis in the region, if studied and exploited we ll it can be an 

important source of income to the region. The region is endowed with natural and cultural lOurist 

attraction. The major ones include Dakata Rock valley, the Erer-fafam elephant sanitary (shared 

with oromia) and the natural hot spring of Erer- gota. The wabi shabbele, Gena le Ri vers are also 

famous or their hippo and crocodile (Information and culiu ra l heritage bureau of Soma li regional 

state 2008.p. I). 

Accord ing to one recent study done by the reg ion In Sh in ile zone, il was indica led Ihal Ihe 

potential sites of touri sm inClude Aysha, Adele and Garaslech tag, ruins of ancient Buildings of 

Islamic and pre- Islam ic times. The zones have Islamic sites which ha ve ruins of mosq ues and 

other buildings. Such sites includes qa la'ad or Jaladysa (Denb le woreda) and laakorbo (meiyso 

woreda) qala 'ad, located along the zayla-Harar trade route, is 42km west of Denbel town and 

Lakokbe 37km west of meiyso town. Other areas of potential touri st attraction area include hot 

and cold spring facilities available at Erer, Hamayasa Alaua are among the best place wh ich 

needs an emphasis to promote the region to tourist attraction. 

In sum through region endowed with potentia l natural resource endowment , nonelheless. these 

natural resource and tourism potential need to be studied deve loped and properly marketed 10 the 

benefit of the people and serve as a potential source of income to the reg ion. 

53 



( 

'" 

3.3. Decentralization Progress and Practice in Somali Region 

The section tries to discuss data obtained from field research and put the discussion, analysis and 

argument which support or oppose dece ntra lization pract ice in the reg ion both at theore tical and 

policy leve l. Finally it draws conc lusion by linking both sections. Specifi ca ll y the first part will 

di scuss decentralization in Somali National Regional State, mainly to reveal, when and how 

decentralized form of governance started in the region, powers and responsibilities of different 

tiers government and institutional and legal frame work in the region. 

3.3.1. Decentralization in Somali National Regional State 

As decentralization becomes an important feature of both developing and developed country, 

it is also important to discover and continue to look at their specific practices which can 

help to reveal their relevance to the overall economic development of a nat ion in general and 

gain possible benefits of decentralization spec ifi ca ll y to reg iona l slates. 

The 1991 government change in Ethiop ia has ushered in decentra lized system of gove rnance. 

This is a departure from the past politica l system which did not all ow for se lf· rul e and 

institutional development and harmony between diffe rent ethn ic group, Decentralization in 

Ethiopia is hoped to bring about harmony and cooperation between different groups and 

promote local self-rule (Tegegne el 01, 2007) . 

Thus, decentralization in Somali region needs to be understood in parallel wi th Soma li region 

being as one of members state to form the federa l fo rm of governance structure in Ethiopia 

which is ratified on Hamle 10, 1987 EFY, that is best described as "Federal Democratic 

Republic of Ethiopia" 

Given the theoretical assumptions about decentralization, the importance of decentrali zed for m 

of governance over unitary .. form could be explained by several factors Firstly, one possib le 

explanation involves, local government is more effective than the central government in dra wing 

up public policy because local gove rnment can spend less cost to collec t more informat ion about 

local residents (Jutting el 01,2005). 
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Second, decentralization of authority has the benefit of more efficient use of dispersed local 

knowledge possessed by local government. Third, political or democratic decentralization offers 

citizens the possibility of increased participation in loca l decision making process. Improved 

representation leads to better access to local public se rvices and soc ial security sc hemes 

reducing vulnerability and insecurity (Jutting et al cited in Tegegne et ai, 2007). 

The succeeding section will discuss the second wave of decentralization (DLDP) in Soma li 

national regional state. 

3.4. District Level Decentralization Program in Somali National Regional 

State (DLDP) 5 

The Ethiopian decentralization drive of the post-1991 years has taken another step in the 

devolution of power and functions to local units of government since 200 I; practical steps werc 

taken towards empowerment of woreda government in the four major regions, namely, Tigray, 

Amhara, Oromiya and SNNPRS. These steps were characterized by new developments such us 

block grant, inter governmental transfer, power to use own revenue and to generate additional 

income from existing sources (Tegegne el ai, 2007). 

According to Mahad (2007), powers in a form of political. administrative. liscal as we ll as 

materia l have been devolved to woredas as a start ing point. Woreda election has been conducted 

(Tir, 1996 EFY) which is a months before the actual implementation of DLDP in which 

community have elected their representative at woreda leve l. The following section is intended to 

illustrate powers and functions of each tier of government based on rev ised constitution of SNRS. 

3.4.1. Powers, Functions and Responsibilities of Local Administration6 

Consistent with Article 52, of the federal constitution of 1995, the revised constitution of Somali 

national regional state has defined the power and functions of the state government. The sub­

Article I of Article 47 stated the powers and function of the state government as "all powers and 

functions not given expressly to the federal government alone or concurrentl y to the rede ral 

government and the state government are reserved to the state". 

5 Mahad, 2007 General views are discussed in the unpublished MA thesis. and sec cspcdally last paragraph of 
selection of key informants of this paper pp.IO in which mosl or citations and discLlssion of OLDP Where taken. 

6 Local governments include all sub national/woreda and kebelc governments in this paper. 
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Agai n, the regional constitution defined the separation of powers and the subsequent creati on 
of check and balance between three major organs of the state . Firstly. th e sta te coun cil is the 
hi ghest organ of the state authority, its responsible to the people orthe state. Furthermore. art ic le 
57 stated the highest power of the state is vested in the chief executive and the cabinet cou nci l 
and the chief executive and cabinet counc il are accountable to the state council. The chief 
executive shall be the head of the executive and the cha irman of the cabinet counci l (Art icle 61 
Sub Article I). 

The state judicial organ shall be organized as Supreme Court, zona l high court and woreda court. 
The constitution also established an independent judiciary based on Article 65(sub-I ). Regarding 
powers, functions and responsibilities devolved to local administrati on. The constitution stated 
woredas wou ld have their own elected executi ve, legis lative a nd jud iciary organs with defi ned 
power and function in their jurisd iction (See Annex 3, powers, functions and respons ibil iti es of 
the state) 

Powers and Functions of Woredas 

Subj ect to the revised Somali National regional constitution and proc lamation No. 76/200 I, 
artiCle 77 the woreda local administration within the area of jurisdiction sha ll : 

I. exercise a ll legislative, executive and judicial power and functions 
2. Protect the constitution and other laws of Somali Regional state and promote peace, 

securi ty and democratic governance. 

3. Implement policies, laws, regulations and directives issued by the fede ral and reg ional 
state organs. 

4. Issue its own by laws/regulations, directives and interna l work ing procedures subject to 
the Soma li regional sate constitution and the provision of thi s proc lamation . 

5. Admini ster and protect land and other natura l resources in a sustai nable manner. And in 
accordance with land admin istration proc lamati on of the Soma li regional sate. Promote 
and facilitate sustainable local development through strategic. rolling and annual plans. 

6. Provide viable cost effective services that meet the needs of the peop le consistent with 
the resources ava ilable to its and in accordance with the power and functi ons stipu lated 
in the proclamation of the establishment of the sector offices of the loca l admini strati on. 
the Somali regiona l state constituti on and the provisions of this proclamat ion. 

7. Exerc ise powers over finance and human reso urces and presc ribes in the appropri ate 
provision of this proc lamation. 
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8. Delegate to withdraw from the kebeles or other administrative levels, in special 
circumstance if it so decides, any of the fu nctions and services ascri bed to it thi s is 
subject to. 

a. there should be delegation agreement 

b. The necessary resources been and made avai lable for the exercise of the delega ted 
functions, powers, services and responsib ilities. 

c. Appropriate procedures for moni to ring and superv ision are setup up and 
implemented. 

d. Measures taken to bring about the described change 111 the local ity as a result of 
delegation must attain the attention of the public 

Powers and Functions of Kebeles 

According to Somali National Regional State Proclamation No. 76/200 I Article 78, kebe le 
administration within its area of jurisd iction shall : 

I. Protect the constitution and other, promote peace, security and democratic government 
2. Implement guide lines and plans whi ch are issued by the woreda adm ini stration. 
3. Consistent with the legal instruments of the wo reda and reg ion issue loca lly relevant and 

operational guide line and other implementation within kebele. 
4. Taking in to account of higher level strateg ies and plans prepare, implement and monitor 

the performance of the development plans with full participation of the loca l commu n ity 
and their mass organizations development agents and other relevant local agencies. 

5. Participate in the preparation of land use plan with the technica l support or regional and 
woreda endeavors to maximize the development potential in the content of environmental 
protection and conservation. 

6. Deliver services delegated to it by the woreda demonstration under article 77/91 of this 
proclamation in an efficient and participatory manner. 

7. facilitate the involvement and participation of kebe le and inhabitants in local 
development efforts, . 

Source: Revised Constitution of SNRS (2002) 
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, 

The functional activities outlined in the constitution and proc lamat ion are not even clea r to 
woreda governments and concerned officials at regional le vel and thus woreda gove rnments 
operates with no clear direction and mandates. Thi s is because according to Regional unit key 
informant, there is absence of clarity of mandates and responsibilities between the regional and 
local levels of government. Furthermore, local gove rnments have been so far attempti ng to do 
something about education, health, water and agriculture as apriority of local development but 
have done little about rural roads, natural reSOurces and other re lated development issues due to 
capacity and financial constraints.{ Mhaad 2007) On the another hand according to reg ional key 
informant there is fear of prestige loss by the regional government to devolve powers in which 
they see themselves as competitors in se rvice they are prov iding and in va ri ab ly slow the process. 

The fun ctioning and the operations of local gove rnments in the Somali region in gene ral are not 
systematic and clear even with the lega l frameworks ex pl ai ned above. The currelll "oreda 
functioning are inclined to traditionali sm rather than the forma l constitutional ri ght s 
outlined (Le., clan orientation and loss of prestige) than progress ing to advanced ways of 
governance. According to regional unit key informant the cabinet meets irregularly as per 
the needs of the day, i.e., they perform their duties in a fire- fi ghting manner. No schedules of 
activity prioritization and even if there are schedules of activities it is good in the paper. The 
same applies to line offices ,though they prepare their activities at beginning of the year, 
but then, they don't specify the timing and the programming of their act ivities. major ly due to 
absence of comprehensive lega l and institutiona l (e.g .J ob Description) frameworks .which end 
up with un clear demarcation of duties between coordinat ing of'li ces in the cab inet and 
various line offices which has created duplication of efforts and dysfunctional conflicts among 
them (Mahad, 2007)'. 

At theoretical level, Smoke (2001) puts hi s argument as follows rega rding the lega l mandate 
given to each tier of government, Smoke argues, no matter what constitution or law says central 
government agencies rarely have a desire to decentral ize service they have been prov iding 
particularly decentralization involves loss of prestige and resources to these agencies and they 
perceive each other as competitors, thus almost invariab ly slow the process. 

7 See for critical discussion Mhaad Daud 2007 
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The above theoretical explanation is supported by regional unit key informant, accord ingly most 

of powers and functions assigned by constitution are only good for documentation purpose, the 

real ity is that even woreda cabinet council s lacks power due to potential reasons ranging from 

loss of prestige, absence of clear linkage between different ti ers of governmenl. awa reness 

creation and information disbursement (i.e. , sometimes legal framework prepared for local 

administration are not disseminated at spec ified time). 

Based on the noted facts, the study recommends to strength an enabling environment which can 

ensure the officials to exercise the power and functions assigned to them by law and make sure 

that there is at least minimum level of autonomy for their rights and responsibilities. This in tu rn 

can provide a firmer foundation on which to build effective and efficient decentralization and 

encourage fiscal responsibility, accountability and increase incentive to fully participate in the 

overall decentralization scheme and increase welfare of the people in the region. 

3.4.2. Institutional Framework and Relations of Different Tiers of Government 

The revi sed constitution of SNRS establishes four levels of government which is divided into 

regional, zonal, woreda and kebele tiers of government. The reg ion function have been 

formally divided between woreda and state functions where by each tier exe rcises powers 

and functions according to the constitution. The loca l administration tier of government consists 

of four administration tiers, the zonal, woreda, kebele and municipal administration (Jijiga). The 

four tiers organizational structure, functions and institutional framework of Dl.DP at loca l 

administration of Somali National Reg iona l State is presented in the foll owing figure II and table 

3.6 respectively. 
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Fig 3.2: Organizational structure of the four level of government of Somali National 

Regional State 

I 
Pres ident Office 

I 

BoFED CBB CSB Other Line 
Bureaus 

Zonal Administrations (9) 

Loca l Governments (52) 

Woreda COllnci l (3309) 

I J 
Judiciary System Woreda Cabinet (364) 

1 1 
Line Offices Line Offices Line Offices 

Source: Mahad (2007) 
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In this context, Mahad (2007) in his study of DLDP progress in the region put " the 

institutional framework in the reg ion as fo llows, wh ich at the same time discuss the 

organ izational structure explained above, "At regional level, there is the president office which is 

mainly concerned with the po liti ca l, ad ministrative and overall coord inati on of DLDP program. 

Secondly, BoFED is responsible for the planning and budgeting process of DLDP. Thirdly, eBB 

which is the presumed father of the program is concerned with policy and capacity issue of 

implementing organ at local level. Fourthly eSA, on the other hand is conce rned with man 

power and staffing issues, the above noted four major institutions with mandate and Influences 

(though not clear) of DLDP in Somali Region", 

According to key informant the relationship and spec ific roles of institutions concerned with the 

im plementation of DLDP both at regional and local levels lack clarity and fo rmality. At woreda 

level, the relationship and job descri pt ion between the cabi net coordinating of'li ce heads and 

line office heads is not cle'ar and there is considerab le confusion among them on what should 

constitute their working and reporting relationships. 

This is mainly due to line office heads are nominated from the reg ion and earn more than 

Woreda cabinet and council offic ials. Thi s implies power confli ct of one another. With regard to 

woreda and regional government relationship, though there are document guid ing the 

relationship but are only for documentation purpose. The communication between the regional 

bureaus and woreda government is also Iimited.(Mhaad 2007) 

However, there are also change and continuity, during field research that the researcher 

observed, like involvement of other sectoral and li ne bureaus directly or indirect ly to the 

commencement of the program, restructuring of kebe le tiers of government from 2900 nom inal 

Kebeles to 729, which is targeted to faci litate the serv ice del ivery progress in the region. 
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Table 3.6: Institutional Framework of DLDP at Local Administration 

Institutions C reated by DLDP Institutions Decentra lized 

A. Woreda Council 1. Expenditure and revenue (Finance) oflice 

Office of the speaker 2. Education office 

Office of the deputy speaker 

B. Woreda Executive Committee 3. health office 

Office of the woreda chai r person 4. Agriculture unice 

Office or the woreda chair person 5. Basic infrastructure development office 

Finance and economic coordinating o flke 6. Coarerati ve onier 

Pastoral and community coordinating office 

Justice and security administration coordinating olliee 7. Civil service and trai ni ng ornee 

Capaci ty bu ilding coordinating office 8. Women affa irs oflicc 

Comm uni ty mobilization and participation 9. A IDS secretariat 
10. Millita office 
11. Police ofliee 
12. Shairia court 
13. Women Affairs office 

14. Constitutional court 

Source: Mahad (2007) 

At local level, different institutions which is created or modi lied/dece nt ra li zed by the DL DI) 

program play the actual role of implementing the program. Th is consists (see table 3.6 above) of 

woreda council headed by the speaker and hi s / her deputy, the executi ve cabinet consisting of 

the woreda chair person, his / her deputy and five (FEDCO finance and economic coordinating 

office), CSCO (capac ity building coordinating ofti ce), PADCO (pasto ral and community 

coordi nating office), JASCO Uustice and security admi ni stration coordinating offi ce), and 

CMPCO (community mobilization and coordinating offi ce). 

Finally, there is the judiciary system which is in princip le independent fro m the administrati ve 

operation and influences of woreda councils and executive cab inet. The working relationship 

between the woreda administration and court is not clear. That is the judiciary system of woreda 

is accountab le to the reg ional of judiciary adminislralion and to wo reda organs and Ihus judiciary 

system is more of deconcentration/delegation than devo lution.(Mhaad 2007) 

With regard to budgeting the fi sca l and financ ial independence of loca l government is high ly 

correlated with the degree of autonomy and effectiveness of local tiers of gove rnment in 

addressing the soc io econom ic and politica l problems in their j uri sd iction, in fact lhe subseque nt 

section will made the issue very clear. The higher the independency the higher wi ll be the 
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interfe rence of the regional governm ent in the affa irs o f local gove rnments, the data shows that 
about 80% to 90% of the annual budget of woredas in the reg ion is based on su bsidy they get 
from the regional government. The all ocation of this subs idy to woredas, s ince 2004, has been 
schemed to have been based on a certain grant formula considerate of certain criteria such as 
population size, relative expenditure needs, and relati ve revenue rai si ng capac ity, In a ll cases size 
of population takes the lion share with proportion of 50%-60% while expenditure needs and 
revenue rais ing capacity takes 30%-35% and I 0%-1 5% respective ly. 

Finally, despite, the generic functions that woreda in Somal i regional state are presumed to 
di scharge as already mentioned before, realiti es, as to exerc ise of those mandates. on the ground 
are completely di ffer and characterized by abse nce of doing those functi ons. Acco rding to 
regional unit key informant possible reasons include; lack of capac ity. too much concentration of 
capable processionals and expertise at regional leve l, repeated power turnover, inter-c lan and 
animosity, neglect to empower woredas through the prov ision of technical as well, as other 
supports by the respective regional sector bureaus. 

The follo wing section which is intended to show spec ia l issues, chal lenges an d constra int o f 
DLDP in Somali region will elaborate the issue explained above in detail s. To improve 
transparency and accountability in each hierarchy of government, constitutional prov isions 
should be translated into practices as intended. Woreda councils and execut ives (cab inets) should 
stand independent of each other in a ll aspects, inc luding fina ncia l and personnel adm ini stration. 

To sum up, ultimately, intensified cooperati on among different tiers of regional state and local 
government necess itates strong reg ional institutions. Taking a ll the noted facts ,It is straight 
forward to emphasize on the creation of some new mechani sm and strong institutional frame 
work, that would help to facilitate coope ration and integrati on among diflerent tiers of 
government in the region. 
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3.4.3. Planning and Budgeting in the Region 

3.4.3.1 Planning in the Region 

There are elements of top down and bottom up approaches in planning. Gu idelines facilitated at 
regional level are passed all the way to the woreda and proposal initiated by sector offices and 
completed by planning bureaus pass the way to the regional executive committee and later to the 
regional council for approval (Tegegne, 2009). 

Regarding the practices of decentralized planning and strategic plan, regional and woredas have 
prepared five year development plan and an nual budgets. The strategic plans to serves a guide 
for development activates whether plans prepared are real reg ional plans or woreda plans or were 
aggregation of sector plans and whether there is adequate planning capac ity at each level is a 
matter of specific consideration (Tegegne, 2009). 

Regard less of capacity defiance in the region, plann ing process both at regional and woreda leve l 
resemble the above arguments, however, whether there is adequa te planning capac ity at each 
level is a real problem to close these gaps federal adv isor committee are assigned at each level to 
coordinates the planning practices at each level. At regional level the capacity to prepare own 
planning and budgeting process includes 

Indicative plans form the region setting out priority areas. 
Block grants transferred to woredas are divided into three major parts which are sala ry. 
petty cash, and capita l at region level. 

3.4.3.2. Planning Function of Local Administration 

Accord ing to proclamation n079/200 I the loca l administration shall have the power and function 
to promote the development of local admin istrative of which inc ludes: 

preparing the development plan for loca l administration 
preparing rolling and an nual development plan for local adm inistrat ion 
Monitor the implementation of development plans and polices with in the loca l 
administration. 
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Box 4.1: Planning Process in the Region both Sectoral and Woreda Planning 

.:. Every office prepare it's activates and submit to capac ity building coordinating office (for 
regional sector bureau) and to woreda office wh ich conso lidate the plan and 

.;. Submit to development projects committee headed by BoFED 

.:. Other member committee al so in volves major coordinating and I ine offices such us 
education, health, rural development etc . 

• ;. Discussion will be made on the plan by the coordinati ng comminee 
.:. The plan will be submitted to woreda cab inet which ass igns li nancialligures (in percentage) 

to activates proposed by line office and refi ned by development project comm ittee . 
• :. Finally submit to the woreda counc il for the case of local adm inistration and submit to 

regional parliament for sectora l planning . 

• ;. Both the woreda council and regional parl iament will approve the plan and the budget 
which finally the plan waits the implantation phase. 

(Key informant regional development unit (BOFED) Development plan coordinati on office unit 
(BOFED). Furthermore, the process reveals the plans at woreda level are initiated by both the 
federa l support and regional support team. The situation clearly shows us the capacity constraint 
at each leve l. However, invo lvement of kebele tiers and community participation in planning 
process is non existent. In. thi s regard the region can take an experience from relat ively 
developed region in the country and the federal governments in fac ilitating fer inter regional 
cooperation for better experience sharing in plann ing and budgeting. In this context. whether 
plans prepared are real regional plans or woreda plans or whether aggregation of sector plans 
and whether there is adequate planning capacity at each level is a matter of specific 
consideration. 
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3.4.4. Special Features, Challenges and Constraints of Decentralization in the 

RegionS 

3.4.4.1. Challenges 

Regardless of the improvement introduced, which includes DLDP, different capac ity building 

programs. The following main points remain the main challenge; (regional unit key informant) 

~ Insuffic ient financial autonomy (the region heavi ly depend on the federal gove rnment to 

discharge responsibility and the woreda in turn heav ily depend on the region). 

~ Lack of clear and pre established frame works at lower tiers as we ll as regiona l sector 

bureaus. 

~ Lack of accountab il ity, transparent public serv ice de livery and coordination fa ilure 

among different tires of government. 

~ Lack of capacity both in terms of financ ial and human expertise 

~ To much concentration of human resource expe rt ise at the center 

The discuss ion bellow shall review each challenges in turn , focusing on basic issue of capaci ty, 

power turnover, security, pastora l way of li vel ihood and their general content in li ght of DLDP. 

Following these, a brief summary shall state what these evidence means about the extent and 

nature of DLDP in Somali region. 

3.4.4.2. Special Issues and Constraints 

Pastoral Way of Life: The DLDP design and the li ve li hood coping Strategy of Somali people 

Contradicts in some aspect .Since most Somali people are pastorali sts who move from one 

place to another in search of water and pasture for their livestock ,This provides for the fact 

that with no permanent settlement. while DLDP on the other hand benefi t mainly sedentary 

communities with permanent settlements. Therefore. incommutability of the program with the 

way of li ve in the pastoral commun ity is another problem that underpins the effective 

implementation ofDLDP. 

8 On these points. see generally Mahad (2007). (from which most of citation and discuss ions was made) 
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In th is context there exists mobile education (ABE), mobile health centers and station, whi ch can 
facilitate service deliver responsibility; according to key informant from CBB, the recent 
revising of local administration tier of government has reduced the kebele structure from over 
2900 nominal kebeles to 713, with main intent of targeted and coord inated serv ice delivery . 

Security: Peace is the only way to development and everything, in these regard the region need 
to pay c lose attention in building peaceful co-ex istence since, the previous unstable s ituation in 
the region significantly creates unfavorable env ironment which d iscourages investment and 
development in general. 

Capacity: According to regional level key informant local governments in Somal i region 
suffer from capacity problems in a ll dimens ion (human, financial and materi al). 
Firstly, Shortage of skilled human power is one of the most pronounced and freq uently 
mentioned challenges. Due to these, there are schools, hea lth posts built by woredas that are not 
functioning and giving the desired service delivery to the local community. Th is is especially 
exacerbated by the fact that most of the devolved man power returned back from woreda 
as (due to reasons majorly ranging from rem oteness of the woreda to c lan related aspects). 
i.e., while the researcher conducting field survey, observed the d ismissed employees due 
to language reasons.(Mhaad 2007) 

Secondly, Financial capacity is another issue impeding the implementation of DLDP in Somali 
region. Accordingly the discussion made in chapter four clearly shows the reven ue share bin 
regional sector bureau and woredas are not c lear and pred ictab le .Most of woreda revenue 
base and sources are poor and stagnant overtime, with no observable and dynamic development 
of own revenue raising capacity. 

Thirdly, there is administrative and technical capacity constraints due to the fact that, most 
(not all in some woredas) of the woreda cabinet officia ls are semi -illiterate (Mahad, 2007). 
Woreda has powers and functions in re lat ion to manageme nt of its human reSo urce. However 
th ere are practices of traditionali sm in emp loyment opportun it ies i.e. c lan or iented. low 
participation of women's in leadership position and uncoordinated sta ffing of young graduates. 
In this context officials of woreda and kebele were not able to deliver appropriate serv ice for 
they where not educated we ll. The situation becomes worse according to key informant where 
some of employees and DAS fai led to normall y preside over the ir work places and had little 01' 

no understand ing of past ora lists. In sum, despite s ignificant progress made, capac ity constraint in 
its entire dimension is relatively underdeve loped. 
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Power Turnover: In absence of strong legal fra mework it' s quite possible to expect repeated 
power turnover as norm rather than exception. A primary essential conditi on for strong local 
government is security of existence. Obviously, loca l governments can not carry out their 
responsibilities properly if their existence is in danger by the ability of authorities at 
higher levels of government. Job security requires that members of loca l governments on ly 
be dismissed for specific, justified reason and under formal procedures that requires the 
dismissing authority to show that the dismissed person has violated the law with clear procedures 
(Kalin, 1998 cited in Mahat, 2007). 

According to regional unit key informant, the above exp lained fact or absence of job security is 
the most problematic realities of both loca l and regi onal gove rnment in th e region. Both sec tora l 
and woreda government employees expect di smissa l (w hether dismissa l is lega l or illegal is not a 
matter of concern) whenever at any time when the order comes from the region or some in visible 
hands. For instance Mahad (2007) put the issue as follows; both sectoral and woreda government 
are dismissed based on the interest of the delegation. For instance, if an offic ial in the woreda 
does not have a good personal relation with delegation he/she will be dismissed automatica lly by 
creating false allegation for him/her. Thus, within last five years, most woreda have under gone 
change of woreda government four to five times under auspicious of delegation from the region. 
This implies woreda administrates are upwardly accountable to some powerful regional offic ials 
rather than people who elect them. This possibl y created corrupt practices and abse nce of 
transparency in the operat ion of loca l governm ent, sin ce most o f"li c ial s wi ll not stay long, they 
embezzle public resource during their short stay. 

Community Participation and Empowerment: Parti c ipation according to Jacob (2005 cited in 
Mhaad 2007) may be defined as: the capacity and the abi lity of the comm unity to contribute to 
share in and benefit from diverse social, economic, political or other processes of the soc iety. 
Participation in development is an indicator of decentrali zation and involves in the first pl ace the 
local community. Participation is therefore a continuum a permanent state which can only be 
achieved through providing the means for effective involvement in all facets of a ll facets of the 
soc iety and actively promoting thi s as a matter of policy and practice (Cistulli 2002,cited in 
Mhaad 2007). 

Patticipation, according to Cistulli (2002), has to be planned by policy and othe r meas ures such 
as: commitment by governments and civil soc iety to the principle: Search for methodologies of 
effective participation for development; commi tm ent to fund and suppo rt targe t sectors and 
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programs. On the other hand, the term empowerment has different meanings in different socio­
cultural and political contexts, and does not trans late easily into all languages. Whate ver the 
definition of empowerment is, it has the following close ly intertwined elements whi ch are 
synergic to on another (Narayan, 2002 Cited in mhaad 2007): 

· Access to information; 

· Inclusion and participation; 

· Accountability, and 

· Local Organizational capacity. 

From the above elements, it appears that participation is subset of empowerment; however in this 
study the two terms are used interchangeably and together as other terms such as community 
involvement community consultation and community action. Community participation and 
empowerment in the development from planning to implementation to monitoring and evaluation 
is one of the essences of decentralization program without which the success of decentralization 
is unthinkable. However, in most scenarios of whe re and when a decent rali za tio n program is 
implemented particularly indeveloping countri es the participation of all stakeholders are ei ther 
not adequate or completely absent. Grassroots community participation or what development 
administrators call the people-centered development such as DLDP has man y theoretical 
advantages. 

• Reduces cost by mobilizing unused labor and local resources 
• Leads to timely completion of development projects 

• Leads to efficient operation and effective service delivery 

Despite the fact that community participation and empowerment is recognized both in the DLDP 
document as well as the rev ised constitution and proc lamation. it seems that it is not we ll 
understood well by local governments as we ll as the community accord ing to Regional unit key 
informant. Local officials understanding of comm unity participation and empowerment is that of 
community is mobilized for the sake of free labor and politi ca l manifesto, on the other hand 
com munity understands participation is for the sake of offi cial's interest attachment. This implies 
there is understanding problem in both cases, hence part icipat ion in all dimension is not 
established well so far in the region both at regional and woreda level of government.( Maad 
2007) 

69 



Mahad (2007) put community participation in his study of DLDP in the two sample woredas as 

fo llows; officials in the woreda recognize the importance of community participation in the local 

development process. However so far, there are no clearly established moda lities of involving 

the community in the process of development. Th is is with knowledge that there is a 

coordinating office for community mobilization and part ic ipat ion in the structure of all woredas. 

But accord ing to the heads of the office in both Babile and Jijiga wo reda. the office does not 

have idea of how to involve community in the planning and implement ing deve lopment projects 

among other things, due to financia l, human and capacity constra in t as wel l as lack of 

community participation by local officials. 

According to Mhaad , community participation is a cha llenge facing the local development in 

general and DLDP in particular in the Somali reg ion. whether this challenge can be meet 

depends on the recognit ion of regional government offi cials to establish a policy environment so 

that efforts to establish specific po li tical and legal frame work within which a ll the plann ing 

institutions (governmental and non-governmental), communities at large and the private sector 

will operate and thus affect their potential contribution to the local development agenda. 

Inter-Clan Conflicts and Animosity 

According to Mahad (2007) probably a peculiar problem to the Soma li region brought by DLDP 

is the conflicts and animosity among clans li ving in the woreda over the ownershi p of the woreda 

and sharing of the pos ition (nominati on as we ll as normal employments) of the woreda. Beside 

the overall insecurity problems perpetrated by the nabadiid/anti -peace elements operating in the 

region inter-clan conflicts and animosity are other challenges hindering the implementat ion of 

DLDP in the region. 

According to Mhaad, the inter-clan conflicts and an imosity has led to marginalization of some 

clans who are either minority in the woreda or clans who didn ' t have political weight in the 

regional politics. Moreover, there are some clans who are tryi ng to expand their territories to get 

more woredas or kebeles by removing /gening rid or other clans who previously did n't have th ei r 

own separate woreda and are now trying their best to get new woredas through hook and crook 

means to the extent of using fo rce to drive out other clans from their woredas. 
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Moreover, because of thi s inter-clan confl icts and an imosity the budget of some wo redas are 

sometimes distributed (in cash) among clans living in the woreda. Whi le on other times it is the 

project which are distributed among clans to avert con fli cts .all these put together are impeding 

the DLDP implementation in the region. 

Good Governance: According to Mhaad, though the regional constitution and proclamation 

clearly outlined the power and responsibilities of woreda level governments, their mandate is 

frequently violated by regional and party officials. According to regional unit key informant 

efforts made to ensure accountability of councils and executi ve members have not yet brought 

about concrete result, Both regional and woreda councils have not had enough and coord inated 

public meetings, public hearings and complaint handl ing channels. At the top or these there is a 

problem of ensuring public transparency and accountabi lity with regard to resou rce management, 

the public was not given opportunity to participate in woreda budget appropri ation, planning and 

monitoring and evaluation,. depriving the advantage of resource prioritization and ove rl ook ing 

the development needs of grass root communities. In thi s regard, there was a tendency or 

favori ti sm by authorities to concentrate public services in kebeles of their own clan members. 

Monitoring and Evaluation System: The sector offices at woreda level, various component 

bodies of woreda (woreda council, woreda cabinet) the public and sector bureaus at regional 

level shall have an obligation to monitor and eva luate the departments and/or offices of the 

woreda in the region. In doing so responsible regional and woreda officials sha ll: 

• Establish an institutionalized woreda monitoring and evaluation system. In particular it 

shall receive and assess annual rev iew reports from each woreda and attend annual 

review progress report and take possib le measures. 

To conclude, the study, attempted to asses the enabl ing environment created to lay down a firmer 

foundation on which efficient and effective decentralization could be estab li shed. However, 

DLDP in the Somali region lacks almost all theoreti ca l principles and conditions that are 

necessary to create a firmer fo undation on which the program to provide a change to we lfare 

improvement of a society. Firstly, a number of exp lici t and im plicit assumptions underlyi ng 

public finance theory in general and fi sca l decentralization in pmticular are violated. The greatest 

challenge in the region is the structure and characteristics of decentralized institution are so 

di verse across zones, woredas and Kebe les. The overwhelming majorities of woredas are 

centralized/decentralized in which local governments is the creat ion of regional governments. 
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3.3.5. Regional Development Comparison9 

Table 3.8 depicts the overall infrastructural and regional development in Eth iopia, compared to 
developed and emerging region. [n 2009 Social index for the emerging region was (0 .792, 0.755, 
3.00, and 3.36) for Afar, Somali, Benishangu l-Gumuz and Gambella. When compared with 3.36 
for the Gambella to be the highest, Benishangul taking the second position, still afar and Somali 
registered the least. [t is interesting to report that compared to well developed region st ill 
Gambela has relatively high level of social index, Tigray and Benishangul take second positi on 
while the lowest level is registered for Somali and afar (.755,0792) respectively. 

Again infrastructural index for emerging region was (.378, .08, .30, .42) Afar, Somali, 
Benishangul-Gumuz and Gambella respectively and for relatively developed regions (.47, .37 . 
. 52) for Tigray, Amhara and SNNP respective ly. Accordingly the data reveals that SNN P 
registered the highest and Tigray takes the second position and Gambela more or less showing 
simi lar level of infra structural index, while Somali and afar registered the least. 

As the above noted section made it clear, we can draw up the over all regional development 
index for every region. The three indicators above show that Tigray index are gene rall y higher 
than compared with well developed region and Gambella index are generally higher than 
compared with emerging region in the country and Soma I i registe red the lowest of all in regional 
development index. 

Table 3.8: Regional Development Index 

Regions Social Index J n frastructural Urban Industrial Regional 
Index Index Development Index 

Afar 0.792597 0.378954 0.04407 0.405207 
Somali 0.75535 0.0864 0.052654 0.298196 
Benishangul 3.003714 0.30171 0.065649 1.12369 1 
Gambella 3.367433 0.428085 o 169062 1.321526 
Tigray 3.302753 0.471816 0.500791 1.42512 
Amhara 1.37994 0.377978 0.933099 0.897006 
SNNP 1.917513 0.52066 0.445 148 0.961107 

Source: Tegegne (2009: p.18) 

9 On these points see generally Tegegne 2009, PP. 17- 22 (from which the c itati on is taken) 
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In general the regional development index share of both re lat ively developed and emerging 

region shows a variable data in all aspect. The mai n find ings, we can draw fro m the above 

analysis are as fo llows: 

i) Social index in emerging region is high compared to relatively developed region. 

ii) Infrastructural index is high comparable to levels in emerging regions. 

iii) Urban industrial index is high comparable to leve l in emerging region. 

iv) There are two regions registered above. Index of an overall regional development index 

among emerging region that are Benishangu l-Gu mu z and Gam bell a but there is one 

region registered above I among relati vely we ll -deve loped region. While the lowest 

level of regional of development index is registered for Somali (0.29298 190). 
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CHAPTER FOUR 

FISCAL DECENTRALIZATION IN SOMALI NATIONAL 

REGIONAL STATE 

4.1. Revenue Assignment from Regional and Local Administration Perspective 

4.1.1 Revenue Assignment from Regional Perspective 

The first and prime pillar of fi scal decentralization is reven ue assignment. To put the analysis in 

perspective, we can see revenue assignment from the regional and local perspective. However; 

one has to be careful in attempting to compare the analysis betwee n the pre-and post d istrict leve l 

decentralization period. Thi s is because during the district decentral izati on period there is 

addit ional tier of government which is given the power of taxation (see annex 2 and 3, regiona l 

and local government powers of taxation respect ively). 

At regional leve l Proclamati on No. 33/1992 was one of the lega l documents that qualifies 

regional governments to the power of taxation. At loca l level the revised constit ution of Somali 

Nati onal Regional State proclamat ion no 76/200 1 is an im portan t doc ument that qualifi es loca l 

ad mi nistrat ion to the power of taxation (see An nex 3). Centra l and regional revenue sharing in 

Ethiopia is based on the fo llowing sources; the central government draws on duties taxes, income 

tax from employees of central governm ent workers, profi t tax, etc. While regional governments 

use personal income tax collected from employees of reg ional governments, rura l land use fee 

etc and shared revenues (see Annex 2 Revenue sharing between centra l, regional and joint). 

We can identify five possible categories of revenue sources. (A) those levied and co llected by the 

centra l government and used for (macro Economic stabili zation purpose e.g. custom duti es 

(8) those levied and collected by the centra l gove rn ment, but used substantia lly by the regions 

(e .g. personal income tax (C) those lev ied and co ll ected by the centra l governm ent but shared by 

it and reg ions according to some form ul a (e.g. pro fil ta~ , from enterprise 0\\ ned b) joint) 

(D) those levied by the centra l government, but co ll ec led by th e reg ions and used fo r Ihe ir own 

purpose (e.g. personal income tax from employees of regional governments) and finally 

(E) those levied, collected and used by regions (F) in some aspect of current practice of woreda 

decentra li zation , those lived by regions but co llected by woredas and used jointly or col lected 

and used by woredas themselves. 
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Since there are no s ingle or best measures of revenue dece ntralizat ion, we investigate and 

examine the issue by employing revenue and expenditure ratio (see qualitative and quantitative 

d imension of measuring fiscal decentralization in methodo logy and statement of the problem 

section of this study). Initially the data are disaggregated in to regional bureau/sectora l and 

woreda level of government. Revenue is disaggregated into tax revenue, (direct tax, and ind irect 

tax) and non-tax and expenditure is disaggregated as cap ital. recu rrent and by functional 

class ification. 

Revenue Ratio: is defined as the ratio of woreda to tota l regional government revenue (RR) is 

the most approximate measure of decision making power of the lower levels of government. 

Tota l Local Government Revenue 
RR 

Total Regional Gove rnment Revenue 

The value of ER (expenditure ratio) and RR (revenue ratio) ranges between 0 and I and a val ue 

more than one indicate surplus. Using the above measures of decentralization, the study 

examined the revenue share, performance and generation. A summary of reven ue sharing trend 

with different revenue sources at three levels of government is presented in tab le 4.1 and the data 

is characterized by: 

(A) The average share ofworedas of the total revenue was about (0.22) (B) The ave rage share of 

woredas of the tax revenue was (0 .3 1) (C) The average share of' woredas of' the d irect tax was 

about (0.4) (D) The average share of woredas of the ind irect tax was about (0 .18) (E) The 

average share ofworedas of the non tax was about (0.66). 

With regard to growth trend, revenue collection at regional leve l registered the fo ll ow ing trends 

specific to each category (A) tax revenue has shown an increase from 56.40 to 203.22 million for 

the period 1999-2002 EFY.(B) direct tax has shown an increase from (4.3-269.25 million) for 

the period 1999-2002 EFY. (e) At regiona l level total revenue shown an increase of 60.87 to 

208.41 million birr for the period 1999 -2002EFY respectively. 
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Revenue sharing sectoral /worda 

• Burea/sec tor Level 

• Tax Revenue 

• Direct Tax 

• Ind irect Tax 

• N on Tax 

• Total Revenue 

• Woreda Level 

• Tax Revenue 

• Direct Tax 

• Indirect Tax 

• Non Tax 

• Total Reven ue 

Figure 4.1: Revenue Share Trend Secoral/Woreda(see details on tabel provided at the end of 

this section, PP. 79) 

We can draw the following from the above analysis; 

(I) At regional level the contribution of direct tax is high. With regard to indirect tax and non 

tax revenue, the contribution of indirect tax is high and non tax revenue source have the 

least contribution. At regional level total revenue collection was increased from (60.87) 

to 208.41 million and at sectoral level it increased from 28.21 to 151.63 million for the 

period 1999-2002 EFY respectively. 

The following observation can be made regarding revenue collection in the Somali region. First 

is regarding the composition of revenue. Among the different sources of revenue, direct tax 

seems to have the highest contribution to the regional revenue. One possible reason for this is the 

increased number of government employees in the region which will increase the direct tax. In 

some context the improved tax effort following the recent tax reform could also be a reason for 

increased direct tax. 

The second observation that can be made is despite the increase in total revenue from 60 million 

to 208 million between the years 1999 and 2001 EFY, the overall position measured by its ability 

to discharge expenditure responsibility remained below the national average (See details on page 

41-45 aspects of intra regional fiscal decentralization analysis). 
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A number of reasons can be identified for the poor performance of revenue generations. Fi rst, 

some tax items are difficult to collect especially in situat ions where there is no adeq uate capacity. 

A case in point is property tax. Though property tax is visible and difficult to evade, there are 

many efficiencies and obstacles associated with its collection. First, enforcing local residents to 

pay property tax on timely base is found out to be difficult. Second, there is a great deal of 

complex valuation problem involved in property tax assessment. This is beyond the capac ities of 

regional experts causing reven ue from thi s tax base to stagnate. Business in come tax from the 

region is highly constrained because of the nature of the business. 

According to regional unit key informant views the region has a higher proportion of illegal 

(contraband) business from which tax collection is very difficult to exercise. The tax contribution 

of agricultural and urban land use are almost nil in th e region . Land related issues in the region 

are clan based. Tax collection from land is thus not an easy issue s ince it req uires the 

involvement of clan heads, political leaders and tax administration officials. On top of thi s the 

condition in the region also contributes to the low revenue effort in the region. For instance most 

woredas are found in remote areas and they find it dirticult to communicate wit the regional 

capital. These woredas also have unde ve loped financ ia l in stitution making revenue coll ect ion 

difficult. All these lead to discrepancy between planned and actua l co llection to be high. 

4.1.2. Revenue Assignment from Local Administration Perspective 

The decentralization of power from reg ion to zone and woreda is a recent phenomenon that is 

known as the second wave of decentralization or DLDP. Accordingly revenue assignment to 

local administration was based on the revised constitution of Somali national regional sate 

proclamation No.76/2001 article (93), which states that local administrations shall collect 

revenue from assigned sources. 

Proclamation no 76/200 I and SRG revi sed consti tut ion is an important legal document that 

qualifies woredas to have the following revenue sources, such as income tax from employees of 

the woreda and other government offices whose sa lary is pa id from the budget of the woreda, 

income tax from employees of public enterprises owned by the woreda, income tax from 

employees of private persons and loca lly licensed companies in the woreda, land use and 

agricultural income tax, tax on rented accommodati on and housing, business tax from sched ule 

' B&C' traders in accordance with income tax law, minor mineral enterprises, woreda 

government owned public enterprises, and land use fees on non-agricultural enterprises. 
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At the same time woredas are mandated to introduce new taxes as long as it is not in 
contradiction and violation of tax laws of SRG and FGE, though the practice being absent both at 
regional and sectoral bureaus. Even if, the above power of tax co llection responsibil ities are 
given to woredas, however, finance related functions have been devolved to woredas with 
unclear taxing power. Though the regional constituti on and proclamation indicates the power of 
taxation, the rea l practice reveals there is repeated problem towards revenue sharing 
responsibilities between regional and woredas. In thi s context revenue co llect ion responsibi lity is 
assigned by BoR arbitrarily between woreda and reg ional sector bureaus. This prov ides an 
explanation for the fact that there is no clear and articu lated revenue source to woredas. 

Again refereeing back to table 4.1, there is evidence to indicate that there is great variation in 
decentralizing sources of revenue between woreda level of government and bureau/sector offices 
(A) on average woredas share is 32% of total reg ional revenue while 72%of revenue goes to 
regional sector bureau, moreover, total revenue at woreda level shows an increas ing trend from 
32.65 million in 1999 to 56.78 million in 2002 EFY respectively. The largest share comes from 
direct taxes which constitutes the hi ghest shares of the regional tota l own revenue. The 
categories of direct taxes include agricultural income tax and rural land use rent, wh ich constitute 
2%to 5% of own revenue. 

In sum from local administration perspective, it is better to emphasize on strengthening their capacity 
both institutional and political ones. The logic is fi scal mechan ism may not be expected to work 
effectively if there is no an adequate degree of local pol iti cal development and accountability. In thi s 
context the regional revenue sharing experience tell us that regardless of considering capacity in 
institutional and political development, own ' revenue are deducted from total budget of local 
government, which invariably under mines incenti ves to coll ect local own source of revenue . 
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Table 4.1 distribution of revenue by classification and levels of government sectoral/woreda (IN MilLION 000') 

Region Level 1999 2000 2001 2002 Total Average %shareon Average 

Tax Revenue 56.4 78 85.5 203.22 423.12 105.78 -

Direct Tax 4 .3 65.5 65 .3 161.15 296.25 74.0625 . 

Indi rect Tax 13.3 12.4 21.9 42 89.6 22.4 -

Non Ta x 4.4 5.9 15.4 5.19 30.89 7.7225 -

Total Revenue 60.87 83.9 · 100.64 208.4 453.81 113.4525 -

Burea/sector Level 

Tax Revenue 26.1 63.9 49 .7 148 287.7 71.925 0.69 

Direct Tax 16.8 51.5 39.5. 105.9 213.7 53.425 0.6 

Indirect Tax 9.3 12.4 10.26 42 73.96 18.49 0.82 

Non Tax 2 5.9 4 .75 3.6 16.25 4.0625 0.44 

Total Revenue 28.1 69.9 54.53 151.6 304.13 76.0325 0.78 

Woreda Level 

Ta x Revenue 30.19 14.02 35.4 55.2 134.81 33.7025 0.31 

Direct Tax 26.15 14.02 23.7 55 .2 119.07 29.7675 0.4 

Indirect Tax 4 11.6 15.6 7.8 0.18 

Non Tax 2.47 10.6 1.56 14.63 4.8766667 0.66 

Total Revenue 32.65 14.02 46.1 56.78 149.55 37.3875 0.22 

SOURCE; BOFED and others own computation 

Note; the value· indicates miising figure 
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4.2. Expenditure Assignment from Regional and Local Administration perspective 

4.2.1. Expenditure Assignment from Regional Perspective 

Expenditure assignment is the second pi ll ar of fi sca l decentra li zati on. It can be seen from two 

perspectives. The first perspective is th e ge nera l guide line that the central gove rnment and 

regional governments bear a ll financial expenditure that is necessary to carry out all 

responsibilities and functions assigned to them. The basic rule of effic ient expenditure 

assignment is to assign each function to lowest level of government consistent with its efficient 

performance. So long as there are variati ons across j urisd icti ons in tastes and costs, there are 

clearly efficiency gains from carrying out public serv ice in a decentral ized man ner (Eshetu, 

1994). 

Theoretically Oates (1972) show how Jurisdiction size can be determined by the balance 

between competing forces, welfare loss from taste di ffere nces, which argues for small 

j uri sdictions and welfare ga in, from burden sharing. thi s argues for large j uri sdictions. According 

to this decentra lization theorem each public service should be prov ided by the jurisd iction havi ng 

control over the minimum geographic area that would internalize benefits and costs of such 

prov isions. 

Empirica lly Tegegne et af (2007) show studies of fi scal decentralization in Ethiopia indicates the 

presence of fiscal imbalance and the inadequacy of such measures as inter governmental transfer 

and borrowing to deal with imbalances. With regard to expenditure assignment, regions are 

increasing their share of expenditure both in recurrent and capital budget though capital seems to 

be less decentralized than recurrent expenditure. 

Using ratio measurement, we tend to measure expenditure share to loca l ad ministrations and 

sectoral bureau i.e. total woreda level expenditure both in terms of capital and recurrent to total 

regional government expenditure. The ratio approx imates fi sca l decentra lizati on or share of 

public expenditure to each level of governme nt in each category. 

Ex penditure Ratio (ER): Th is can help us to see the ratio of loca l government expend itu re and 

total regional government expenditure. Regional expenditure is the sum of woreda expenditure 

and bureau level government spending. This ratio approximates fi scal decentralization in terms 

of expenditure in each category. 
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One aspect to make clear is that in order to avoid double counting grant given to bureau level and 

woreda level of government will be subtracted (if any). This is because certain level of 

government gives grants to lower level of government subtracting grant ensures the expenditure 

is recorded only once. 

Total local government expenditure 
ER = 

Total regional government expenditure 

Table 4.2 presents the measures of decentralization or expenditure share between bureau/sectoral 

and woreda level of government for the year 1996/97-2001102 EFY. The data is characterized by 

(A) the average share ofworeda of the total expenditure was about (.45). (8) The average share 

ofworeda of the total recurrent expenditure was about (.55) (C) The average share ofworeda of 

the total capital expenditure was about (.28). 

Expenditure share by functional distribution for recurrent expenditure shows that (a) the average 

share ofworedas of the administrative and general service was about (.46) (b) the average share 

of woreda of the economic service was about (.88) (c) the average share woreda of social service 

was about (.57) d) The average share woreda of general service was about (.59). With regard to 

growth trend, (A) Administrative and general service increased from 164.87 in 1998 to 529.62 

million birr (8) general service bas been increased from 3838 million to 81.24 (C) economic 

service has been increased from 49.49 to 84.65 million. 
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Figure 4.2: Expenditure Share Trend SecoraVWoreda (see details on tabel provided at the end of 

this discusion, pp. 85) 
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Generally, the following are some of the most important observation regarding expenditure; 

(i) Sectoral bureaus share in capital expenditure is high (.62) and woreda governments share in 

recurrent expenditure is comparable (.55). This fact reflects or indicates the low degree of 

decentralization in capital expenditure from regional sector bureaus to woreda level of 

government. 

The varied share of sectoral and a woreda government in both recurrent and capital including by 

functional distribution imply that there is an increased trend towards higher public spend ing. 

However recurrent expenditure seems relati vely decentralized to lower tiers of government than 

cap ital one. It could be argued that it is advisable to adjust the proportion of recurrent /cap ital 

ratio at minimum standard mainly taking or considering weak capacity of woredas and 

institutional and infrastructural bottleneck in the region. 

4.2.2. Expenditure Assignment in Light of Own Revenue from Local 

Administration Perspective 

The decentralization of expenditures responsibility from region to woreda leve l of government is a 

recent phenomenon in the region. However, there is no clear and proper assign ment of expenditure 

that is explicitly backed up by a formal or legal frame work. The budget utilization for expenditures 

at local administrations take the form of woredas prioriti zing their needs such us education, water, 

health, agriculture etc. mainly within the frame of priority areas indicated by BoFED. 

According to respondents, the regional level sector bureaus playa dominant role in expenditure 

assignment. Particularly, most of decisions on capital expenditures are done at regional level. 

The only expenditure spent at woreda and zonal level constitutes some modest portion of 

recurrent expenditures. Accordingly based on data fact s, in table 4.2 , reg ional sector bureaus 

almost constitute 72% of the total capital expenditures, whi Ie the sha re of regional sector bureaus 

in recurrent expenditure showing 45% which is less than woreda share. This implies there is too 

much control of capital expenditure at regional level, whi le woredas are particularly engaged in 

of the recurrent one. 

According to a key respondent, one of key problem in this context is lack of capacity both in 

technical and administrative one to undertake capital projects. In thi s context the regional 

government assigns some technical advisory experts to prioritize their needs, while thi s al so 

leads to manipulation in making decision on budget all ocat ion which invariably slow the budget 

transfer. 
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Mahad (2007) in his DLD? study in two sample woredas of Somali region put the capital 

budget prioritization of sample woredas as follows; it shows inclination to four major areas , 

namely education, health, basic rural infrastructure, rural water, rural roads, communication, 

agriculture etc. The author clearly indicates that both woredas have allotted the whole ( 100%) 

capital budget to education, health, basic rural in frast ructure and agricultu re (with internal 

prioritization among them). In genera l the author concludes the prioriti zation of education, 

health, basic infrastructure and agriculture is evident from the budget allocati ons of both woredas 

and shows the extent of basic service requ irements or di lkre nt woredas in the region. Some woreda 

(e.g. Ji g-jiga) have started the DLDP with certain level of basic serv ice, while others (e.g. Babil e) 

have started from scratch. 

On the other hand the author mentioned that the recurrent budget particularly the salary portion 

is increasing dramatically. That is while the proportion of the capita l budget is less than the 

recurrent one in growth trend, the recurrent budget (specitica lly the salary portion) increasing. 

This finding agrees with the author observation that while the budget is increas ing year after 

year, whiles the proportion of capital budget shows fluctuation. 

The reason attributable to the dramatic increase in the rec urrent bud get in general and the salary 

pOl1ion in particular is mainly due to unnecessary and untimely stamng and fi ling of woreda 

structure by the regional civil serv ice bu reau without the consultation of the conce rned woreda 

offi cials. This has created redundancy of support staffs that consumes a significant amount of the 

budget in the form of salary but gave li tt le or no service to woredas. To th is regard, therefore, 

officials in both Jijiga and Babile woredas complained that the money received by employees in 

a form of salary and service they gate are not commensurate (Mahat, 2007) . 

Furthermore, Table 4.3 shows data on fiscal capac ities of zones in the region to examine 

expenditure share in light of own revenue for the year 1996/97-200 I /02 on average. The data is 

characterized by (A) The average share of own revenue to total expenditure was (0. 178) (B) The 

average share of own revenue to recurrent expenditure was about (0.24) (C) The average share of 

own revenue to capital expenditure was (0.84) and finall y compared to other zones, Jijiga zone 

shows higher contribution (16.8) and Qorahe regi stered the least (3.4 7). 
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Figure 4.3: Expenditure Share in light of Own Revenue Trend 

expenditure share in light of own 
rvenue 

Source: (see details on the tabel provided at the end of these discuusion, pp. 86) 
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The data reflect, on average local or zones are able to fiance 17% of total expenditure assigned to 

them and showing 83% dependency on the regional government to discharge their expenditure 

responsibility. Moreover, when disaggregated, on average zones are able to fmance 24% of their 

recurrent expenditure from own revenue sources and 84% of their capital expenditure. In 

contrast, the level of fmancing between recurrent and capital expenditure show that they show 

relatively strong capacity to finance capital expenditure but also implies low degree of capital 

expenditure at the same time. 

In summary taking all the above facts and what international examples can tell us in this regard, 

the individual element of decentralization program must be closely linked. This means local 

sources of revenue should be matched as closely as possible to local expenditure responsibility. 

In this context to close the gap between the mismatch inter governmental transfers should target 

local expenditure needs and local capacity differences as a major concern 
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Table 4.2 Distributio n of Expenditure share by function and levels of government sectoral woreda/ ( IN MilLION 000') 
Region Level 1997 1998 1999 2000 2001 2002 Total Average Average%Share Ecnomic Deve lopment 115.6 112.25 141.93 221.7 466.36 1057.84 211.568 -Socia l Development 54.31 76.9 107 .5 107.58 187.95 534.24 106.848 -Ge nera l Deve lopmwent 32.8 51.6 159.4 31.41 92 .6 367.81 73.562 -Total Capital Expenditure 202.71 240.75 408.83 360.69 746.91 1959.89 391.978 -Ad min a nd Gene ra l 164.8 228.7 340 377.63 529.62 1640.75 328.15 -Ecnomic Service 38.3 64.35 46 .2 69.83 81 .24 299.92 59.984 -Socia l Service 49.4 113 111.3 69.86 84.65 428.21 85.642 -Ge nera l Service 97 .8 420 166 168.85 223.79 1076.44 215.288 -

Tota l Recurent Expend. 350.3 826.05 663.5 686.17 919.3 344532% 689.064 -I otal txpenOlture 553.01 1066.8 1072.33 1046.86 1666.21 540521% 1081.042 -
Buruea level 
Tot al Ca pital Expenditure 203.7 247 415.6 474.1 1082.8 2423.2 484.64 0.72 Admin a nd Gene ra l 62.58 104 .54 152.93 228.04 325.55 873.64 174.728 0.54 Ecnomic Service 8.87 28.35 15.37 19.06 11.97 83.62 16.724 0.22 Soc ial Service 20.51 53.36 38.9 33.92 35.63 182.32 36.464 0.43 Ge neral Se rvice 24. 15 188.04 58.35 72.41 92 .15 435.1 87.02 0.41 Tot al Recure nt Expend . 116.11 374.29 265.55 353.43 465.3 1574.68 314.936 0.46 Total Expenditure 319.81 621.29 681.15 827.53 1548.1 3997.88 799.576 0.55 
woreda level 

Total Capital Expenditure 57.4 49.4 87.2 12.5 290.8 557.3 111.46 0.28 Ad min and Genera l 102.29 124.24 187.1 149.59 204.07 767.29 153.458 0.46 Ecnomic Se rvice 29.51 36 80.88 50.77 69 .27 266.43 53.286 0.88 Social Se rvice 28 .99 59.64 72.4 35.93 49 .02 245.98 49.196 0.57 Ge nera l Se rvi ce 73 .74 231.96 107.66 96.46 131.64 641.46 128.292 0.59 Total Recurent Expend. 234.53 451.84 448.04 332.75 454 1921.16 384.232 0.557 Total Expenditure 291.93 501.24 535.24 425.93 744.8 2478.46 495.692 0.45 
SOURCE; A) 2996/2002 efy data from mofed ge ne ra l governme nt expendit ure quarte rly pe rformance and others own co mputation Note ; the ra t io excludes de fe nce. exte rna l loa n and assistance wich on ly takes do mest ic pe rform ance 
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Table 4.3 Expenditure assignment in light of own revenue trend by zone ( In miilion 000') 

ZONES IN REG ION Cappit.Expend. Recct.Exped. Total Exeped. Own Reve.Ex~ Reve.Exped.Ral Rev.Rect.Ratio Rev.Capit .Ratio 

Jijiga 17.3 48.8 66.1 16.8 0.25 0.35 0.98 

Shinile 10.3 32 42.3 9.725 0.23 0.3 0.95 

Fiq 11.1 28.2 39.3 4.8 0.13 0.17 0.43 

Deghabur 8.6 31 39.6 4.7 0.11 0.15 0.56 

Werd er 8.1 25 43.1 5.45 0.12 0.21 0.67 

Qorahe 6.3 38.2 44.3 3.475 0.07 0.09 0.55 

Gode 12.3 41.6 35.9 7.63 0.21 0.18 0.63 

Afder 16 29.4 45.4 12.775 0.27 0.43 0.78 

Liben 15.3 34 49.3 10.9 0.2 0.32 0.72 

Source.A) 9 1997-1999 data from M haad daaa ud ( 2007) b) 1998- 2002 from somali region revenue bureue BofE and others own computation. 
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4.3. Inter-Governmental Transfer from Regional and Local Administration Perspective 

4.3.1 Inter-Governmental Transfer from Regional Perspective 

Subsidy or grant in the region can be looked at from two perspectives. Firstl y, subsidy from 

federal to regional government this basica lly takes a fo rm of block grant givi ng some weights to 

identified variable. In this regard, the policy of fi scal equalization is indicated in the 

Proclamation No. 3311992 in the form of subsidy to deal with vert ica l imbalance. The 

proclamation states that the purpose of transfer/Subsidy are " to promote socia l services and 

economic development of the national/regional governm ent, to acce lerate the deve lopment of the 

neglected region, to narrow down the gap in per-capita l income between regions, to support 

projects that help to control negative externa li ties, to encourage foreign currency earnin g project 

o f national interest (TOE, 1992). 

The federal- regional transfer or subsidy system In Ethi opia is re lative ly straight forward . The 

subsidy has two main components. The first component is block grant or unconditi onal grant 

which was released to regions on the bas is of formu la that considers different vari ables and 

attaches diffe rent weights to different criteria. Though the forma l based in ter-gove rnm ental 

transfers system was introduced in Eth iopia in 1994/95 but it has been changed frequent ly 

basically on a yearly basis till 2006/07 since its introduction (Tcgegne, 2009). 

T bl 4 4 1 S b . d A . . E h' a e : 1I Sl l Y sSlgnment In t 10PIa 'an d V . bl ana es 
Year Variflbl es and we ight 
1994/95 Population (30%) 

I· di stance ( 10%) 
Regional I a;..: ra ising clTort (20%) 
Capital cxpcnditun: in 1 992/93( 15% ) 
Area size (10%) 

1995196 Population (33%) 
I-distance (33%) 
State revenue to budget ratio (33%) 

1997198-1999/00 Population (60%) 
Developmen t le"eI index (25%) 
Ih :vl!Il LIc rat iu 10 Bmjg.ct ( 15%) 

2000/0 1-02/03 POpll lation (5YVo) 
Development level index (20%) 
Revenue raising errort( 15%) J 
poverty level index (10%) 

2003/04 Population 65%) 
Development level index (20%) 
Revenue mobilizati on/sect ami performance (15%) 

2004/05-2005/06 Population (60%) 
Deve lopmcnt lcvcl indc.1( (25%) 
Revenue mobili 7.ation /sect oral performance 15% 

2006-07 Population 65% 
Development lev\'!l imk.\ 25% 
Rc vc nue mobilization/ sect ora l perfOnlHlllCC 10% 

Source: Tegegne (2009) 
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According to Tegegne (2009), as can be seen from the tab le 4.4. 1 not only have the criteri a and 

weight changed in d ifferent times, it a lso seems that there is a hi gher consideration of equ ity as 

an objective in the formula that evo lved over time. In thi s regard it suffices to examine the 

weight assigned to population which is never less than 30% and even goes to as high as 65% in 

the year 2006/07. In distance or level of development which is also given a weight ranging 

between 20% and 33% is another indicator of eq uity in grant formula. Revenue rai s ing effort a 

measure of efficiency in the formula dropped from 33% in 1995/96 and 96/to 15% in 2003/04 

and 2005/06 and 10% in 2006/07. 

The above formula were found out be inadequate because of its inability to measure the need of 

the regions adequately, more over the we ights ass igned to each var iable were determined 

subjective ly that minimizes the object ive of th e form ul a in the se co ntext, new formu la was 

deve loped and implemented in 2000 and 200 I. The formu la considers population, difference in 

re lative in expenditure needs and performance ince nt ives. The formula attempts to measure 

regional expenditure and revenue needs by computing them as devi ations from nationa l average 

and uses the same to estimate the subsidy needs of each region (Tegegne, 2009) . 

General purpose transfers are provided as genera l budget support with no strin gs attached . These 

Transfers are typically mandated by law, but occasiona lly they may be o f an ad hoc or 

di scretionary in nature. Such transfers are intended to preserve local autonomy and enhance inter 

jurisdictional equality. Genera l purpose transfers are termed block transfers when they are used 

to provide broad area of support in a general a rea of sub-national expenditures (eg. Ed ucation) 

wh il e a ll owing recipient di scretion in allocating the fu nds alll ong spec ific uses, Block grants are 

a vaguely defined concept.. They fall in th e gray area between ge nera l-purpose and spec ifi c 

purpose transfers, as they provided budget support with no string attached in a broad but specific 

area of sub-national expenditures (Robin el ai, 2009). 

Both table 4.4 and 4.5 presents the trend and patterns of transfers both from federal to regional 

and from region to woreda tiers of government fo r the yea r 1996/97 to 200 I /02 EFY . The data is 

characteri zed by (A). The dependency rate ranges from 80% to 90% in abso lute terms. B) The 

budget growth trend excluding external loan and assistance indicates 345.88 to 475. 1 t0584 to 

1154.2 to 1722.7 in 1997 and 2001 EFY respecti ve ly. On average federa l government transferred 

856.376 milli on birr to Somali region in which average planned own reven ue expected from the 

region was 94.768 milli on birr. This implies both the reg ional and local gove rnm ent cannot 

fu nction without the federa l and regional subsidy respective ly. 
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Figure 4.4: Subsidy Source and Variabels Trend Fedreal/Regional (see details on tabel provided 

at the end of this discusion, pp. 95) 

However, there are typical issues to recognize explicitly the different types of transfer system are 

appropriate in different circumstance. Unconditional grants are best for income distribution 

purpose while conditional grants are a cheaper way of encouraging expenditures on particular 

types of target service. [f designed properly, both types can help to encourage local resource 

mobilization and to ensure over time provision of a basic minimum of services in all local 

government regardless of fiscal capacity. 

Specific Grant: the second component was conditional grants, or specific in which each 

region receive for different purpose and are meant to address some specific objectives (Tegegne, 

2009). However, the disbursement of these specific funds has some specific and broad conditions 

attached to them that regional governments must satisfY to be eligible for the full amount of 

transfer. [n this case we can take L1G (Local Investment Grant which attaches capacities of 

regions to use fund) (MOFED key respondent). 

These specific transfers are fmanced from World Bank, IDA, [fDA, etc. while conditional grants 

are fmanced out of general revenues, external loan and assistance as a source of financing. 

Currently taking objective of equalization as a main emphasis, emerging regions namely Somali, 

Afar, BIG and Gambella receive ([ % transfer from total regional subsidy based on the ability to 

raise revenue as compared to relatively developed region (MoFED key informant). Specific 

transfers with various attachments which includes road fund, community projects like (PCDP) 

Pastoral Community Development PrograDl, (L1G) local investment grant are transferred to 

regions basically targeting to fill basic service delivery needs and institutional strengthen. 
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Specific purpose or conditional transfers are inte nded to provide incentives lor government to 

undertake specific program or acti vities. These grants may be regular or mandatory or 

discretionary or ad hoc. Conditional transfers typically specify the type of expenditure that can 

be financed (input-based conditionality). These may be capital expenditures, operating 

expenditure, or both. Conditional transfer may also req uire attainment of certain results in 

serv ice delivery (output based conditionality). 

Despite their usefulness as policy instrument to deal with nati onal eq uity and efficiency 

objectives, conditional grants however have some potential draw backs; first, because the main 

intent of conditional grants are to influence the fi sca l behavior of states, this in turn necessaril y 

detract from one of objectives of decentrali zation, which is to make the states responsib le and 

accountable for their decisions. In sum based on noted facts, transfers in both conditional and 

unconditional to be equalizing, at least requires taking the difference in need of both relati ve ly 

developed and emerging regions so that they can achieve jointly fi sca l effi c iency and equity 

objective. 

4.3.2. SubsidylInter-Governmental Transfer from Local Administration Perspectives 

Subsidy from regional government to woredas follows according to proclamation 76/200 I of the 

Somali national regional State. Transfer to woredas main ly takes form of unconditional giving 

some weights to population, infrastructural coverage and revenue raising capacit ies of woredas. 

In these regard according to regional unit key informant there are also conditional grants from 

central governments, but the regional transfer take block grant to allow local government the 

oppOltunity to prioritize their expenditure between various needs. 

The transfe r from regional treasury to woredas bank accou nt is administered on quarterly bases 

in equal proportion. According to regional unit key informant and own observation there is 

heavy interest attachments and manipulation by concerned officials at regional level to transfer 

the grant to woredas. The above point implies the unpredictability and complicated nature of 

budget transfer in the region. In most cases grant disbursement to woredas come too late to the 

extent that employees get their salary late for example employees in Jijiga (which is the capital 

city of the region) get their salary after 10 to 15 days on average and employees in the nearby 

woredas Babile (which is 72km from Jijiga) get their sa lary after two to three months. 
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In this context, the main reason accordi ng to regional unit key informant, are due to bureaucrat ic 
red-tape, budget misappropriation, complicated financ ial flow system and undeveloped financia l 
institution in the region, the situation become worse when we came to remote woredas where 
grants are released four to three months. This provides explanations of the violations of inter 
governmental transfer principles and theoretical fact s. 

In thi s context we can suggest that at least, the grant mechanism should ensure predictability of 
sub-national government shares by publishing five-year projection offund avai lability. The grant 
formula should specify ways of alleviating yearly flu ctua ti ons. such as by the use of mov ing 
average or fl oors and ceil ings. 

The division of budget between regional and loca l adm inistration uses an arb itrary random 
assignment. (i.e., the cabinet and the head of the state sit together and decide arbitrarily, while 
the local government budget will be div ided based on grant formula tak ing three parameters 
namely, population, level of development and re ve nue rai sing capacity. Furthermore, at this 
point the grant sharing mechanism at least lacks two principles. These are: 

Transparency: both the formula and the allocations shou ld be disseminated wide ly, in order to 
achieve as a broad a consensus as poss ible on objectives and operation of the program. 
Efficiency: the grant design should be neutra l with respect to sub-nationa l governments' choices 
of resource allocation to different sectors or type of acti vity unless there is clea r eftic iency or 
equity rationale for conditional grants. 

Based on data facts in table 4.6, it is clear that woredas can not do anything without the transfer 
(subsidy) from the regional government and the dependency rate ranges between 82% - 89% 
between in 1997 and 200 I EFY. On the other ha nd, the budget growth rate at woreda leve l in 
absolute term indicates 171.600 to 616.800 in between 1997 and 2001 EFY respectively. On 
average the regional government transferred 344.4 million birr to woredas in which planned 
revenue expected from woreda was 80.95 million birr. 
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Subsidy region/woreda 

• RegionaLTransfer 
171 .600(85%) 
217 .100(86% 
261.400(89%) 

• Planned Revenue 
29.700(15%) 32 .200(14%) 
32.400(11%) 

• Tot;) I Local Budget 
201.400(100%) 
249.400(100%) 
293.800( 100% ) 

Figure 4.5: Subsidy Source and Variabels from Region to Woreda (see details on page 95) 

Input-based conditionality is often intrusive and unproductive, whereas out-put based 

conditionality can advance grantor's objectives while preserving local autonomy. Conditional 

transfers may incorporate matching provisions- requiring grant recipients to finance a specified 

percentage of expenditure using their own resources. Matching requirement can be either open­

ended meaning that the granter matches whatever level of resources the recipient provides, or 

closed-ended, meaning that the granter matches recipient funds only up to specified limit (Robin 

el aI, 2009). 

Matching requirements encourage grater scrutiny and local ownership of grant-financed 

expenditures: close-ended matching is helpful in ensuring that the granter has some control over 

the costs of the transfer program. Matching requirements, however, represent a greater burden 

for recipient jurisdiction with limited fiscal capacity. In view of this, it may be desirable to set 

matching rates in reverse proportion to per capital fiscal capacity of the jurisdiction in order to 

allow poorer jurisdiction to participate in grant. 

In sum, the following are major factors need to be considered in designing formulas to woreda 

governments (Robin el aI, 2009). 

1. Simplicity: Grant allocation should be based on objectives factors over which individual units 

have little control. The formula should be easy to understand, in order not to reward grants 

man ship. 
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2. Incentive: The design should provide incentives fo r sound fiscal management and discourages 

inefficient practices. Specific transfers to finance sub-national government deficits should not 

be made. 

3. Reach: All grant financed programs create winners and loser's consideration must be given to 

identify ing beneficiaries and those who will be Adverse ly Affected to determine to over all 

usefulness and sustainability of the programs. 

4. Safe Guiding of Grantor's Objectives: Granter's object ives are best safe-guarded by hav ing 

grant cond itions specify the results to be achieved (ou t-put based gra nt s) and by giv ing the 

rec ipient nexib ility in the use of funds. 

5. Affordability : the grant program must recognize donor's budget constraints. These suggest 

that matching programs should be closed ended. 

6. Singular Focus: each grant program should focus on a single objective. 

7. Accountability for Results: the granter must be accou ntable for the design and operation of 

the program. The Recipient must be accolll1tab le to the granter and its citi zens for financial 

integrity and results that is, improveme nts in se rvice dc livery performance. Citi zc n's vo ice 

and exit options in grant design can help advance bottom up accountability objectives. 

Specific Grant: specific purpose or conditiona l tra nsfe rs are intended to prov ide incentives for 

gove rnment to undertake spec ific program or act ivities. These grants may be regular or 

mandatory or di scretionary or ad hoc. Accordingly there are various projects and specific grants 

to each Emerging Region. Basica lly aiming to support Reg iona l governments to meet the 

balanced development goal (MoFA key In fo rmant) according to the key informant there are 

various types of specific grant released to each region. The 151 one is PCDP (pastoral community 

development project) secondly, L1 G (local investment Grant) and supporting service delivery 

like education, health by UN Agent offedera l ministry of health and educat ion. 

According to Somali region balanced development un it key in formant, capac itating woredas, 

L1G started in the year 2003 in Somali reg ion funded by Worl d Bank. As a start ing poi nt it 

begins its act ivity in Harshin woreda with an Amount of2.5 million birr. Aga in regarding human 

capac ity strengthen ing the regions get's support to Jij iga Universi ty li'om fede ral gove rnment in 

order to train human resource need of the region. More over the region also have a support 

program in human resource training with Jimma Universi ty to train 4 PhD studen ts each year. 
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Regard ing Health sector support, the UN is supporting the region trough the agent of ministry of 

health there are also many other specific grants which include food security, water and large 

irrigation schemes etc. However, according to the key informant Ha lot have to be done in order 

to achieve a balanced development objective with relatively developed reg ions in the country 

In sum, conditional transfers typically specify the type of expenditure that can be financed 

(i nput-based conditionality). These may be capi tal expend itures, operati ng expenditure. or both. 

Conditional transfer may also require attainment of ce rtain resul ts in service del ive ry (output 

based cond itionality). 

4.4. Borrowing 

In a decentralization system of Ethiopia domestic borrowing by regional government has been 

under conditional based while fo reign borrowing is proh ibited. The constitu tional fra mework 

based on Proc lamation No. 3311 992 gives a power to regional government to use borrowing as 

one source of income under justifiable reason however accordi ng to key informant using 

"borrowing as add itional source of fi ance in the region is non existent that is there is no attempt 

made to use borrowing as add itional source of finance". 

According to smoke (2001), loca l government in many deve loping countries get most of their 

capital budget from intergovernmenta l transfers but some decentrali zati on governments typ ica lly 

states provinces and large cities are able to borrow; in some cases such as Brazil and Colombia, 

there is direct and significant access to commercial banks and the bond market. In other cases 

such as India and Poland access is lim ited . The rea l chall enge for lisca l decentralization is to 

develop spectrum of options to finance capital investment from grants and subsidized loans for 

poorer local governments and non self-financing projects. Where decentra l ized leve ls of 

governments are relatively strong efforts to develop direct access to capital markets makes sense. 
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Table 4.4 subsidy assignment pattern from federal to region ( IN MilLION 000') 

Subsidy Source 1997 1998 1999 2001 2002 Total Average 

(entera l Tresurry 345.88 475.1 584 1154.2 1722.7 4281.88 856.376 

Ow n Revenue 50 54 60.8 100.64 208.4 473.84 94.768 

Total Budget 395.88 529.1 644.8 1254.84 1931.1 4755.72 675.476 

Auto rized Exped. Regional 171.1 249.4 306.3 819.2 1326.9 2872.9 574.58 

Authorized Exeped.LocaI.Admin. 201.4 249.4 293.8 456.3 745.7 1946.6 389.32 

Source; Bofed and oth ers own computation 

NOTE, the value only takes cent ra l treasury source excluidind external loa n and assista nce 

Tabel 4.5 subsidy assignment trend from region to woreda 

Budg.And Plnd Reve. 1997 1998 1999 2001 Total Average 

Regional.Tra nsf er 171.600(85%) 217.100(86% 261.400(89%) 616.800(8 1722.2 344.4 

Planned Revenu e 29.700(15%) 32.200(14%) 32.400(11%) 128.800(1 154.9 30.95 

Total Local Budget 201.400(100%) 249.400(100~ 293.800(100%) 745.700(1 1994.5 398.9 

source, bofed and others own computation 

NOTE, the va lue only takes cent ral t reasury source exclu idind external loa n and assistance 
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CHAPTER FIVE 

CONCLUSION AND IMPLICATIONS 
5.1. Conclusion 

Although the conclusion of this study are based on analysis of extensive fi sca l decentralization 
measures or indicators basically approaching the issue from, 1st general, federal and regional 
government as unit of analys is and furthermore. the prec ise relation between reg iona l cases study 
was made tak ing the reg ional, bureaus and wo reda leve l of gove rnmental as unit of analys is and 
made generali zation standing on the noted analys is 01' data facts. Tak ing the casel Somali region 
as unit of analys is, explicit attempt was made to prese rve the wholeness, un ity and integri ty of 
the case so that the generali zati on process is not mechanica l. 

In genera l the capita l budget expenditure share of each sector from the total sectoral budget 
shows signifi cant increments. As already noted the data are variab le and the period are too short 
to all ow us made a strong conclusion, however, the current institutional setting in the region are 
less likely to drive cooperation and integration at all levels, especia lly compared to relati ve ly 
developed region in terms of technica l expertise and capac ity to transform the socio-econom ic 
development initiatives in the region. On the other hand priori tizing capital budget for 
development related project remains weak. 

The second observation clearly fo llows the first, which is the overall infrastructural and regional 
development index comparison, the data compares in all cases both with relative ly developed 
and emerging regions, which finally shows the region reg istered (0.29819) which means the least 
compared at each index. Third the decentralized form of government structure in the region 
fo llows four tiers of government levels, which are, regional , zonal, woreda and kebele tier of 
government despite the improvement introduced [ 0 decentra li ze power, the region still suffers 
from lack of transparent publ ic sector, limited financial institution (e.g. 5 banks), ca pacity both 
institutional and work force expertise, lack of political will to decentrali ze power due to presti ge 
loss are the cri tica l one. More specifi ca ll y the conclusion of the study is as fo ll ows: 

Firstly, the study, attempted to assess the enab li ng environment crea ted to lay down a fi rmer 
fo undation on which effic ient and effective decentralization could be establi shed. However, 
DLDP in the Somali region lacks almost all theoretical principles and cond it ions that are 
necessary to create a firmer foundat ion on which the program to provide a change to welfa re 
improvement ofa society. Fi rst, a nu mber ofexplic'it and implici t assumptions underlyi ng public 
finance theory in general and fi sca l decen tral ization in part icul ar are vio lated. 
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The greatest challenge in the region is the structure and characteristics of decentra lized 

institution which are so diverse across zo nes. woredas and Kebeles. The overwhelming 

majorities ofworedas are centralized/ decentra li zed in whi ch loca l governm ents is the creati on of 

regional governments. 

At regional level, sectoral offi ces take the li on share of own revenue sources which implies 

woredas tax bases are to be narrow to meet the budgetary requirements devolved to them. This 

provides an explanation of weak revenue raising effort of loca l gove rnment tied to limited 

capacity both in work force expertise and institutional one. In these context, most of woreda lack 

capacity, mainly due to too much concentration of capable professional and expertise at regional 

capital city with an intent to search for better service del ivery. 

The current institutional setting in the region remains stagnant and not we ll coord inated, which is 

characterized by weak formal institutions, capacity deficiency in its en tire dimension. In these 

context local officials seems enjoyi ng a higher degree of di scre tionary spending power due to 

lack of proper surveillance mechanism, such as audit ing or other tools for accountab ility, the 

problem however requires a massive and through survey and in vest igation in the region. 

Furthermore, diverse fi sca l perfo rmance across sectoral /bu reau, woreda and zones indicates that 

there is underlying difference in economy size, institutional strength, geographical di stribution of 

resources which invariably create heavy mismatch between expenditure responsibility and varied 

revenue generating capacity of woredas. 

Consistent with the combination of high dependency on transfer and increased consumption for 

recurrent expenditure indicates that, there is low capital expenditure decentrali zat ion to lower 

tiers of government which indicates consum ption in cost of infrastructu re and institutional 

bottleneck. 

From a national perspecti ve the di vergent reven ue and expend iture share between regional and 

central government, suggests that there is clear pattern of revenue decentrali zation th ough the 

centra l government takes the li on share. With regard to expenditure share, the data prov ides an 

explanation for the fact that both regions and central governments are experi encing a long term 

trend towards higher spending in expenditure side though the pattern between recurrent and 

capital and by functional di stribution did not show a clear pattern of increment or decreased 

trend. 
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In this context (I) capital expenditure shows still the center taking the li on share with notable 

changes wh ich rose and fell (2) recurrent expend iture shows a more decentra lized pattern with a 

trend (37% in 1993/94 to 76% in 2002 EFY) (3) there is varied fisca l performance across reg ions 

over time, that is, re lat ive ly deve loped regi ons are abl e to finance ca pital expenditure in surp lus 

whereas emerg ing regions showing heavy dependency on the cente r only financ ing ( 10% to 

20%) of ex penditure responsibili ty assigned to them li'olll ow n so urce of reve nue (see 

expenditure share in light of own revenue sec ti on for detail). 
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5.2. Implications 

This final section attempts to provide some thoughts on the impl ication of the findin gs both at 
national and regional level of analys is. However it shoul d be remember that unfortunately, thi s 
short over view with limited time does not provide gro unds for every aspect of cons ideration and 
it seems it's suggestive. Moreover, there are two main ways th at a case study can produce 
generalized results, both depend on the way data are analyzed, these are by conceptualizing and 
deve loping preposition. In both cases the findings from a case study can be put forward as be ing 
potentia ll y applicab le to other cases. In these contexts some of thoughts may in fact show the 
situation in emerging regions. 

Despite the small n-a-na lysis, we can argue the ex ten t that fi sca l decent ralization is more 
conducive to effi cient service delivery is true. In thi s regard it is poss ible to deduce two related 
ideas which will help us to compare the arguments accord ingly. Firstly, it happens, in some 
cases to face underpi nned (corrupt practices), if the re is no any internal jurisdi ctional 
computation, accountability and with fi sca l incentives to ri se own revenue. Secondly, fi sca l 
responsibility is especially valid to the extent that states or reg ions must finance the ir expenditure 
out of their own source revenues at least at margin, so that they discourage corrupt practices. 
Bu ilding on the above noted arguments, we can deduce that, woreda to woreda; zone to zone 
competition is needed and can respond to effic iency enhancing and better to emphasize to 
decentralize the revenue sources and strengthening capac ity which in vari ab ly enhance the fi sca l 
responsibility. 

At national level, close ana lys is of regiona l government capacity and dynamic way of expanding 
and mobi li zing their potential resources is needed . In thi s rega rd ad.iu stment need to emphasize 
or should spend more time th in king about both politi ca l and institut ional building that underpin 
the emerging and sustainability of transparent public sector, rather than formal budget and static 
institutional rules that themselves are prone to evasion. 

The research suggest that in order for theoretical cross-pollination to the real practice to be 
significant lO

, dynamic comparison need to be nested taking each specific regional state 
characteristics and exploring the complex interaction among both relatively developed and 
emerging regions, which include decentralization practices, institutional capabi lities, economic 
size and demographic factors which may indicate for strong and concrete empirica l in vest igation 

)0 On these points, see Wiebels, 2005 in which general views arc discussed 
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and to dev ise workable mechanisms. As it was ev ident to quant ify the di ffe rent types of fi scal 
decentralization system is not an easy task,. fi sca l decentrali zation topic would require go ing 
beyond the sim ple formulation of a compress ive indicator to measure dive rse natu re of fi sca l 
decentralization while, also incorporating institutional factors and soc io-economic development 
of reg ions. The following po int will make the issue clear linking to theoretical arguments. 

In thi s regard for example the literature in the area presen ts two complementing arguments, 
Nuda (2008, P.30) greater tax autonomy can lead. depending on the geographica l di stribution of 
economic activ ity and tax bases to larger horizontal fi sca l disparities across reg ions, second, 
richer jurisdiction can have the ab ility to fi nance thei r expenditure need with li tt le effort, while 
poorer regions may have to exert much greater tax effort with their residents to prov ide fo r their 
expend iture needs. 

Espec ially where local or regional circumstance li ke institutional capability, weak economic size, 
and politica l circumstance are lacking, it cou'ld be appropriate if resource wo uld be better spent 
on fostering poli tical and institutional strengthening rather than reforming formal ru les. whic h 
themselves, are subject to evas ion. 

Close analys is and attention need to be give n to the structure of incenti ve built into inter 
governmenta l fi sca l system, emphasiz ing capacity and politi ca l condition and at least prov ide 
strong motives and signi fica nt own revenue ri sing capac ity ope rating in competi tive political, 
economical and social environment among regional governments. This means, the subs idy or 
transfer system need to critically consider revenue raising capacities and expenditure need to 
bas ica lly ensure that diffe rent zones have the potentia l fo r financing comparable level of service 
at comparable tax rate. In thi s context the term "potential" is used because as it was evidence in 
the analysis section, zones and woredas shows a varied fi scal status and need not be compe ll ed to 
behave uni formly. In this context to create conducive environment to private in vestment wh ich 
in vari ab ly foster reso urce mob ilizati on, inc reased accountab ility, access to revenue source shoul d 
be matched as closely as poss ible to revenue need and expenditure responsibili ty. 
At reg ional level, first a need to strengthen the insti tutional arrangement at grass root level 
should precede the actual devo lution of se rvices. The logic is that in the absence of capacity both 
human and own revenue ri sing (ti nancial) it may be imposs ib le to fully benefited from gains of 
decentra lization. In thi s regard there is a need to identify the na tu re, capac ity and the existi ng 
working system at each ti er of government. Furthermore, the role and responsibili ties of key 
stakeholders and relation of different tiers of government need to be clea rl y defi ned and nested 
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on systems, procedures, gu ide lines and reponing fram ework created or to be created before the 
commencement of the program. 

More specifically, to empower woredas through the provision of technical as we ll as work force 
experti se both at federal and regional level may strength the institutional capability at loca l level. 
This requires inst itutiona l clarity and transparency to avo id coordination fa il ures that lead to 
inefficient spending by loca l government that can aggravate macro-economic imbalance, 
instability and severe corrupt practices. To avo id such undesirable outcome there is a need for 
incentives and capacity building on top of institutiona l checks and balances to ensure prudence in 
sub national fi sca l management. 

The study already highlighted the presence of weak reven ue base and generating capacity. In thi s 
context, introduction of new tariff rates may respond to the stagnant tax base valuation, however 
detail study need to be nested on the previous tax rates and studied cr iti ca ll y considering major 
factors like, raising living cost, private investment crowd ing effect, and other potential 
considerations. Furthermore, both sectoral/woreda revenue sources should have a tax base that is 
relatively even ly di stributed across jurisdiction. This helps to minimize fi sca l di sparities among 
woredas and reduces the burden put on equalization grants to allow a more uniform quantity and 
quality of services. 

One of unforeseen by product of varied fi sca l sta tus among woredas and zones in the reg ion is 
the problem of tax evasion, co llection problems, va luat ion problems, poor tax admi ni stration and 
poor identification of wide revenue yieldi ng bases. in th is regard, the researc h suggests. 
increasing transparency in tax co llect ion, strengthen data record ing and retri eva l systems, 
attracting qua lified employees through incenti ve, working towa rds aware ness creation in pan of 
tax payers, increasing the objectiv ity of tax assessment and va luation procedures by extensive 
training in collaboration with the federal govern ment may respond in gap identification and 
create a firmer foundation and maximize potential benefits of fi scal decentralization. 
Furthermore, improved valuation without improved co llection could not bring about significant 
gains in yields critically some key co llection led reforms may include: (Smoke 200 I) 11 

Legal provisions that broad ly define li ability 

Steps to make it easier for tax payer 's to meet the ir obligations, such us more conveni ent 
payment points and simpler payment procedures. 

11 For critical discussion or the poi"nl • See Sll1oke, 200 I ... dcccntral i I..m ion in developing country" 
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Measures to enhance enforcement, such as stiff pena lties fo r non-payment 

Moreover, four particular problematic concerns remains on the revenue side discussed by Smoke 

(200 1) appear compatible with the fi nd ing above and give some insight. These are: 1" ass igned 

revenues are a lmost never adeq uate to meet loca l expenditure requiremen ts. Thi s means the 

central governments transfe r program are inev itably requ ired. · Second loca l gove rnment often 

use too many unproductive reven ue sources that barely cover the cost of the co lleting them. 

Third the same lack of attention to implementation in re lation to service centralizati on also plays 

the reve nue side. Fourth individ ual local revenue sources suffer fro m some serious des ign 

problems such as stati c basis overtl y complex structures and ine ffec tive co llec tion mechan isms. 

In sum, to date little research has explored the empirica l refe rence with regard to choices of 

revenue assignment, optimal tax autonomy, exploring the dynamic diffe rence across each 

regional jurisdiction for similarity and difference in reven ue rai sing, expenditu re need and 

thematic area li ke the link between dece ntra lization and economic growth (pos it ive or negat ive 

link), gender, resource endowment, is an impli cati on for foc used regional case study to better 

understand each individual reg ion cou ld in fact be the way forward. 

In conclusion, what matters most is that the insti tutional des ign of fisca l system needs to be 

cri tically strengthened rather than sim pl y the rea llocation of public resource to appropri ate levels 

of government which will ultimately determine success or failure . Just as fi scal decentralization 

can be variously defined, so, too are there va rious approaches to im plementing polic ies based on 

principles of fi sca l decentrali zations. To sum up the challenge is to dev ise an appropriately 

structured system that mandates and provides ince nti ves fo r responsible loca l gove rnment fi sc al 

behav ior and enables the creation of a climate cond ucive to private investment and to deve lop 

the skill s of local government em ployees to mee t the requirements of the system and the ab ilities 

of central government offi cia ls to ass ist local govern ments in the process of their evolution to 

greater autonomy.'2 

12 Definition of Autonomy is close to various classic definitions of federalism. Riker ( 1964) defines states as 
"' federal " if: (1) they have (at least) two levels of govern ment, and (2) each level has "at least one area of action in 
wh ich it is autonomous." The latter requirement mus't be formally guaranteed. 

102 



( 

Reference 

Andrs Rodriguez-Pose and Roberto Ezcurra (20 10). "fI- fiscal Decentralization Harmfili for 

Economic Growth?!' Evidence from the OECD countries . http://www. imdea.org/ 

socialsciences. 

Befekadu Degefe (1994). "The legalframeworkforfiscal decentralization", Journal of Economy 

Vol. III , No.2. Addis Ababa, Ethiopia. 

Boadway, Robin and Anwar Shah (eds) (2007). "Intergovernmental Fiscal Transfer Principles 

and Practices ". The World Bank, Washington DC. 

Broadway, Robin and Anwar Shah (eds) (2009). "Fiscal Federalism Principles and Practices of 

Multi-order Governance" Cambridge Uni versity Press, New York. 

Davoodi , Hamid and Heng-fu Zou (1998). "Fiscal Decentralization and Economic Growth": A 

Cross-Country Study," Jou rnal of Urban Econom ics 43: 244-257. www.elsevier. com 

/Iocate/jue/ journa ll ' 3 Downl oaded By: [H INAR I Consort ium (T&F)] at 22:46 22 July 20 10. 

Davoodi, H., D. Xie & H. Zou (1995). "Fiscal Decentralization and Economic Growlh in Ihe 

United Slates ", Policy Research Department Work ing Paper Washington: World Bank, 

De Me llo, L. Barenstein, M. (200 1). "Fiscal Decentralization and Governance": a Cross­

Country Analys is. IMF Working Paper, WP/OI I7I http://www.im f.o rg/external/ pubs/ft/ 

wp/200 I / wpO 17 1.pdf. 

Errick, Wibbels (2005). "Federalism and Markel": Inter-governmental Conflict and Economic 

Reform in Developing World, Cambridge Uni ve rsity press, New York. 

Eshetu Chole (1994). "Issues of vertical imbalance in Ethiopia". Economic Journal vol. 111, 2 

Addis Ababa, Ethiopia. 

Fje ldstad, odd-Helge (200 I). "Inter governmental relation in developing countries "; a review of 

issues, CM I working paper, no ll. Chrmichelesen Insti tute, Bergen, Norway. 

13 Articles can be accessed through online resource AAU Lusing; URLladdress, Hinari httpllwww,healthinternet 
work.org user name eth090 and password 86262. Since resource have been set up by Ip address. 



Geberehiwet Tesfa i (2002). Fiscal decentralization the case of the Government of National State 
of Tigrai. Unpublished MA thes is, Reg iona l and Loca l Development Studies, Add is 
Ababa University. 

Getachew Adem (2000). "Decentralization and economic Development ", Paper presented at the 
FSS Sympos ium on Decentralization and Development: Issues of Empowerment and 
Civil Society in Ethiopia" October 26, 2000. 

Hehij in, Yingyqian, Barny (2005) "Regional decentralization and fiscal incentives federalizing 
Chinese style ", journal of public economics vo l (17 19-1 742) httpllwww.e lsevier.com/ 
locate/jue/journall Downloaded By: [H INAR I Consortium (T&F)) at: 22:46 22 Jul y 2010 

Loop, Theo van der, (2002). "Local Democracy and Decentralization in Ethiopia". RLDS/Addis 
Ababa University and UN-Habitat; Na irobi , Kenya. 

Meselu A lem ineh, (2008). "Local Governl1lel1f Financial Managel1lel1f in A mhara Region ". The 
Case of Dejen Woreda, Unpubli shed MA thesis. Regional and Loca l Development 
Studies, Add is Ababa Un iversi ty. 

Mahat Daud (2007)." PreliminGlY assessment of district level decentralization in Somali 
region ", The Case of Jijiga and Babi1e Woreda. Unpubli shed MA thesis, Regional and 
Local Sevelopment Stud ies, Add is Ababa Uni versity, 

Musgrave, R, A, ( 1959). The Theory of Public Finance" New York, McGraw-Hi lI. 

Nuria , B. and sose M. Druan (2008). "Fiscal federalism in developing coul1fries ". Edward 
Eagler publishing lim ited, United Kingdom. 

Oates,Wal lace (1999). "An Essay on Fiscal FederalislII ", Journal or Econom ic Literature, Vol. 
37 (3), pl12049 www,e lsevieLcom/ 10cate/ jue/ journall URL http://www.nber. org! 
chapters/c 2273 Downloaded By: [HINA RI Consortium (T&F)] At: 22:4622 July 20 10 

Oates, Wallace (1972). "Fiscal Federalism". New York: Harcourt Brace Jovanovich, Chapter I 
"An economic approach to federal ism," 3-20, 



f 

Prud homme, Remy (1995). "The dangers of decel1lralization'·. No 1252, Poli cy 
ResearchWorking Paper Seri es from The World Bank 
http://wwwl.worldbank.org/publicsector/ decentral ization. 

SChaeffer, M (2005). "Fiscal decentralization in Developing countries ": A Review of current 
concepts and practice, UN RI SD program on democracy, government and Human rights 
programme paper Number 2. 

Shelton (2007). "The size and composition of government expenditure". Journal of public 
economics http://www.elsevier.com/locate/econbase Downloaded By: [HI NARI 
Consortium(T&F)] At: 22:46 22 July 20 I O. 

Smokes, p. (2000) ''jiscal decentralization, in Easter and sOllthern Aji-ican": A se lective rev iew 
of experiences and Thought on moving forwa rd" A paper presented at a conference on 
fi scal decentralization organized by the IMF. Washington D.C. 20-21 November 2000. 

Tegegne G.egzabiber (2009). "Regional and local development in Ethiopia"; Problem, Poli cies 
and New Frontiers: Professoria l Inaugural Lecture, Addis Ababa Unive rsity Press, Addis 
Ababa. 

Tegegne Gebre-Egziabher and Taye asefa (2007). Decentralization in Ethiopia. Forum for Social 
Sciences, Addi s Ababa, Ethiop ia. 

Thiessen, Ulrich (2005). "Fiscal Federalism": Normati ve Criteri a for Evaluations, 
Developments in Selected OECD Coun tries, and Empirica l Evidence from Russ ia . 
Discuss ion Paper 518. Berlin : Ge rman Economic Institu te for Economic Resea rch. 

Tiebout, Char les (1956). "A Pure TheOlY of Local Expenditures ", Journal of Pol itica l Economy 
645 : 41624 .. www.elsevier.com/locate/iue/ iournaIiDownloadedBy: [HI NA RI Consortium 
(T &F)] At: 22 :46 22 Jul y 20 I O. 

Wei lisch, D.(2005). "TheOly of public finance infederal state", Cambridge University Press . 



l 

Proclamation and Magazines 

Pastoralist Forum (20 I 0) . Ethiopian pas/oratis/s ' day celebra/ion. January, 25 Ministry of 
Federal Affai rs. 

Pastoralist Forum (20 II ). E/hiopian pasLOratis/s' day celebration. January, 25 ministry of federal 
affa irs. 

Somali national Regional State (SNRS) (200 I). A proclamation to provide for the establishment 
of local administration, dhool Gazetta, No.76/2001, Addis Ababa, Ethiopia. 

Soma li Region Bureau of Capacity Building (2008). Public sector capacity building, district level 
decentralization reports on existi ng si tuation of se lected service, Ni le Consult ing Group Pic. 

Somali Regional State Annual pelformance Report 20 I 0, compiled by BoFED. 

The Somali Regional State revised constitution (2002) 

Transitional Government of Ethiopia (TGE) (1992). A proclamation to provide for the 
establishment of National/Regional se lf Government, Negarit Gazetta, 51 S\ year, No.7 
Addis Ababa Ethiopia 

Some Useful Intel'net Resources 

• http://www l.worldbank.o rg/publicsector/decentralizati on 
• http://wwwl .worldbank.org/publicsector/LearningProgram/Decentralization.html 
• !illR://isp-aysps.gsu.edu/papers/index. html 

• http://www . brook i n gs . ed u/top i cst federa I i sm.aspx?pa ge= 3 
• http;!/ ww.e lsevier.com/ locate /econbase 

• http;//www.elsevier.com/locate/jue/journall of urban economics 



Appendices 

Annex 1: Focus Group Discussion and Interview Preparation 

Understandingjiscal Decentralization and its implementations in Emerging 
Region: The case of Somali National Regional State. 

Dear Estimated higher level managers, cabinet members, planners of both the Federal 
Government and Somali Regional State the purpose of thi s intervi ew and Focus Group 
Discussion is to understand how the implementation of fi sca l decentrali zati on is going on, 
problems encountered and what aspects of change and continuity in decentralization progress in 
the region and to recommend appropriate policy in place. Thus you are kindly requested to give 
full and genu ine response which helps the researcher to come up with sound and relevant 
findings that in turn helps the region and the I iterature gap in the area. 

The researcher wou ld like to assure you that the entire data gathered will be used only for 
academ ic purpose and it' s strictly confidential. 

Thus, the genuine of the study depends on your full and accurate response in which you are 
kindly requested to respond objectively and frankly to those questions that go along with your 
duties and experience in the area. 

Note: Writing yo ur name is not required 

~ When the question is open-ended please jill the answer with the language that best suit 
you. 

Thank you in Advance! 



Theme 1: Revenue and Expenditure Assignments/Borrowing 

/Regional and Woreda Level Key Informants/ 

The purpose of theme one wi ll be to examine the performance of revenue generation, patterns 
and trends in expenditure assignment in light of own revenue and transfer assigned to region and 
woredas. Usi ng key informant as a source the following major points will be examined. 

I. Do loca l governments have access to suffic ient aggregate resource to meet their basic 
responsibility? 

:» Mea ns to fi nance the acti vities they are required to fi nance 
:» Causes of revenue defic iency 

:» Measures taken to overcome the problem 

2. What is the status of local own-source revenue? 

:» Sources of revenue available? 

:» Causes of di ffi culty in collection? 

:» Are the bases of local and regional sources clearly defined? 

:» Are the local source well structured and adm inistered? 
:» Do they result in acceptable revenue yield? 

:» Generally problems encounte red and measures taken 
3. The ex penditure responsibilities ass igned to regions/local? 

:» Does the reg ion own revenue source adequate ly finance the expenditures 
:» What expenditure responsibility to the region/woreda 

:» Prob lems encountered and mechanisms adopted. 

4. Does loca l government have any access through the public or private sectors to loans or 
cap ital in vestment? 

:» Access to cred it 

:» Extent of borrowing 

:» Difficulties in using the privilege 

5. Genera ll y decentrali zation progress in the reg ion and fisca l decentrali zati on compared to 
we ll -deve loped region in the country. 
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Theme 2: Shared Taxes and Inter-Governmental Transfer 

/Regional and Woreda Level Key Informan ts! 

The purpose of theme two will be to examine patterns of transfer to regional government. Usi ng 
key inform ant region to woreda transfer will be exam ined usin g the following guide lines. 

~ Who des igns the grant formula? Criteria used 

~ Impact of the variables included? 

~ The role of the region in determ ining the grant? 

~ What aspects need to be considered compared to the other well deve loped regions? 
~ Measure taken to assist less developed region especiall y in narrowing the inter-regional 

fi scal capacity? 

~ Any guide line wh ich helps in financial transfer to woreda? 
I. Are the grant objectives precisely specified? 

2. Is there adequate revenue to d ischarge respons ibiliti es? 

3. Is there any mechani sm that should show the grant predictability? 
4. Does the grant formu la state any ways of a lleviating yearly fluctuations? 
5. Does the grant specify the choices of resource allocation to different sources or type of 

activity? 

6. Does the formula used easy to unde rstand? 

d. What especia l consideration fo r less deve loped woreda 

7. Does the des ign put any incenti ve for sound fi scal management and discourage inefficient 
practices. 

8. Is the grant cond ition spec ifying the result to be achieved? 
9. Is there ways to check the recipient accountability for financial integrity and result that is 

improvement in servi ce delivery performance? 

10. Which types of grants are block grants or spec ifi c grants? Do the criteria used differ? 



Theme 3: Planning, Budgeting and Community Participation in the Region 

The fo ll ow ing general interview and foc us group d iscussion are prepared to see some of 
important supporting activities in strengthen decentralization in genera l and the fi sca l 
decentralization in particular in the region . 

I. How many level s of ad mini stration are used for planning and budgeting? What is budget 
process in the reg ion? 

e. Should the NQ of level s reflect the overa ll structure of public sector as laid out in the 
constitution? 

f. Coordination across leve ls? 

2. How is decentralized planning process coordinated and integrated with higher levels? What 
is planning process in the region? 

~ Heavily dependency on the center/access to detail inform ation on the centered. 
~ Does each responsibility of each level of governmental c learly plan articulated because 

different of government w ill plan si milar act ivities. 

~ Decentral ized planning adequate ly linked to the budgeting process 
3. Plann in g and budgeting in the region? What is Performance in budgeting process? 

A. Accountabi lity fo r e ffective and effic ient usc of budget in the woreda? 
B. Budget preparation t ime and budget appropriation. 

C. The role and power ofworeda in budget appropriation 

D. Pattern of budget spending/ budget control system 

E. Sect oral a ll ocation of budget. 

F. Adequacy of budget transfer to reg ion. 

G. Execution or efficiency of the local government for planned service delivery. 
4. Capacity and community participation in the Region? 

~ Is there any invo lvement of com munity in the process of planning and budgeting/dose the 
system designed encourage commun ity participation. 

~ The reason for lolY community partic ipat ion. 

~ Capacity of loca l govern mentlfinancia l capac ity 

5. Fina lly, in order decentrali zati on in genera l and fi scal decentra lization in particular to be 
effective what prob lems are criti ca l as emerging region and what po l icy option do you 
recommend? 
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Theme 4: The following information are intended to be co llected from secondary sources such 
as MoFED, BoFED, Regional constitution, Regional planning documents, Articles, 
magaz ines, etc. 

I. When did decentralization starts? When did DLDP starts? 
2. The local level of Government Consists of ___ _ tiers of government. 
3. How many woreda and municipality in the Region? 
4. Allocation of responsibilities to tiers of government. 

~ The state have a responsibility of to area 
~ The woreda have a responsib il ity to area 
~ The zones have a responsibility to area. 
~ The kebele have a responsibility to area . 

5. Legal frame work that is structures, powers and duties and responsibil ities 
6. Capacity of the local government 

~ Financial capacity 

~ Quali fications, educational level, and gender composition. 
~ Profess ion leve l of council members of regiona l, zonal and woreda level government. 

7. Sectoral allocation of budget and compared to well deve loped reg ion. 
~ Education 

~ Health 

Water 

o Road 

~ Agriculture 

8. Overall socio-economic and demographic profile of Somali Region 
~ Socio--economic infrastructure in the region 

~ Population characteristics and spatial distribution 

~ Transport and communication 

~ Energy and financ ial institutions 

~ Natural resource in the region 

~ Munic ipa l decentralizat ion 

~ Clean drink ing water coverage 



Theme 5: Interview with key Information at Federal Level 

I. Federal-Regional re lationship 

• federal assistance to reg ion especia lly as Emergin g region 

• Issue of horizonta l imbalance among regions, especia lly in capacity of collet ing adeq uate 
reven ue to meet expe nditure assigned to them 

• problems encountered, measures taken /to be taken 
2. Grant formula designing process 

• Who designs the grant formu la? Criteria used 

• Role of regions in the design of the grant 

• Criteria used and weights assigned to variab les 

3. Decentralized planning and budgeting 

• Coord ination across levels 

• Issues of capacity in planning and budgetin g, especial assistance given to them. 
• Problems encountered 

4. Generally in order Decentralization to be effecti ve what critica l aspects are important to be 
considered both at fede ral and in the reg ion? 



Annex 2. Revenue Assignment in Ethiopia 

Central Regional Government Central and Regional Government 
Duties, taxes and other Personal income tax col lected Profit tax, personal income tax and sales 
charges levied on the from employees of the regional tax collected from enterpri ses jointly 
importation and government and employees other owned by the central and government 
exportation of goods. than those covered under sub and regional originations 

article 2 and 4 of th is artic le 

Personal income tax Rural land use fee Profit tax, dividend tax and sales tax 
collected of the central collected from organization 
government organizations 

Profit tax, personal income Agricultural income tax co ll ected Profit tax royalty 9sin) and rent of land 
tax and sales tax collected from farmers not in corporate in collect ion from large scale mining and 
from enterpri ses owned by an organization any petroleum and as operation 
the central government 

Taxes collected from Profi ts and sa les tax co llected 
national lotteries and other from indi vi dual traders, 

chances wining prizes 

Taxes collected on income Tax collected form rent of house 

from, air train and marine and properties owned by the 
transport acti vates regional Govern ment 

Taxes collected from rent Profit tax, personal income tax 

of hoses and properties and sales tax coll ected from 

owned by the central enterpri ses owned by the regional 

governm ent governments 

Charges and fees on Profit tax, personal incomers tax 

license and services issued and sales tax coll ected from 

or rendered by the centra l enterprise owned by the regional 

Government Governments 

Without prejUdice to sub-articl e 

4© of thi s art icle, income tax, 

royal ty (s ic) and rent of land 

collected from mining act ivities, 



Annex 3. Powers and Functions of the State 

I. All powers and fu nction , except these the constitution of Ethi opian federa l democratic republic 
expressly g ives to the federal government or concurren tl y gives to the federal and states governm ents. 
Shall be vested in the state. 

2. Consistent with sub-article I of this article, the state shall. 

b. Formulate and execute the set po licy, strategy and plan with respect to econom ic and social 
development. 

c. Issue and implant the stat 's consti tution and other laws. 

d. Administer land and other natural resources in accordance with the law issued by the federal 
government. 

e. Establish a state administration that best advance self-ru le. Bui ld and democratic order prevailing 
the supremacy of the laws, protect and defend the fede4ra l and this constitution. 

f. Based up on the nat ional standards of educationa l training, and experience qual in cat ion, enact and 
implant law concerni ng the administration and conditions of work of the slats is Civil servants. 

g. Establish and administer the states policy fore, maintain peace and security of the state. 
h. Without prejudice to article 28 of the constitution of the federal democratic republic of Ethiopian 

g iven administer of pardon based on law. 

i. Levy taxes and co llect duties on revenue sources granted to the state, and prepare, approve and 
admi ni ster the state budget. 

j. Levy and co llect income taxes on civil servants and employees of organizations. 
k. Levy and collect agr icu ltura l income tax 

I. Determine and collect payment from the use of land 

m. Levy and collect taxes on income of houses and other propert ies owned by private person, tax and 
collets rents on the income of houses and properti es owned by private person, tax and co llect rents 
on the income of houses and properties owned by the state. 

n. Levy and collect income profit, sales and excise taxes on enterpri se owned by the state. 
o. Jointly with the federa l government 

i. Share in accordance with the law, profit tax, personal income tax, sa les and excise taxes on 
enterpri se jointly establi shed. 

ii . Share in accordance with the law, taxes on profits and d ividends of share holders. 
iii. Share in accordance with the law, taxes on income derived from large scale mining and all 

petroleum and gas operations and royalties on such operation. 
p. Determine and collect payment on licenses and services given by the state administrative organ. 
q. Fix and coll ect royalties fo r use of forest resources. 

r. Declare state wide state of emergency when ever any nat ura l d isaster o r on epidem ic occur 



Annex 4: Some of Consulted Key Informant at Regional and Federal Level 

I. Key informant Bureau of Finance and Economic Development 
I. Umar Haji (BOFED Bureau Head) 

2. Muktar Mohamed (BOFED Deputy Head) 
3. Mhaad Daud (UN volunteers Regional Development Planning and Regional president 

advisor) 

4. Solomo G/medhin (BOFED Government expenditure Disbursement Head) 
5. Ahmed Mahmudh (Development plan coordination office Head) 

II. Key Informant from Revenue Authority Bureau 
I. Ahmed Deeq (Revenue Authority Bureau Head) 
2. Ismail Ibrah im Said (Revenue sub-process owner ) 
3. Sultan Mohamed (ICT process owner) 

4. Bedim Mohamed (Tax regi stration officer) 

III. Key Informant Form Capacity Building Bureau 
I. Abdikadir Mohamed Farah (CBB Bureau Head) 
2. Mohamed Umer (CBB Deputy Bureau Head) 

3. Hassen Mohamed (Program development and core process owner) 

IV. Key Informant at Federal Level 

I. Bertukan Mohamed (MEDAC fi scal transfe r Officer) 
2. Ato Shanqo Desa llenge (Mi ni stry of Federal Affa irs Balanced Development Directorate 

For Emerging Regions) 

3. Ato Sewenet Chekol (M in istry of Federal Affa irs Higher Advisor for Balanced 
Development Directorate for Somali Region) 



Annex 5: Distribution of revenue by classification and levels of government central/regional ( IN MilLION ODD') 

General Government 1996 1997 1998 1999 2000 2001 2002 Total Average %Share Average 

Tax Revenue 10906 12398 14158 17353 23800 28998 43315 150928 21561.14-

Direct Tax(domestic) 3431 3930 4461 5167 7014 9858 14903 48764 6966.286-

Indirect Tax 2200 2721 3111 3997 5092 7325 10727 35173 5024.714-

Non Tax 3010 3184 5371 4444 5993 11176 10546 43724 6246.286-

Total Revenue 13917 15582 19530 21796 29793 40174 53861 194653 27807.57-

Federal Government 

Tax Reven ue 8741.7 9711.8 11303.7 14119.5 19709 23215 35310.2 122110.9 17444.41 0.88 

Direct Tax(domestic) 1632.1 1792.1 2182.8 2775.2 3789.5 5436.5 8801.1 26409.3 3772.757 0.54 

Indirect Tax 1833.8 2173.4 2533.9 3155.7 4226.5 5946.4 8824.3 28694 4099.143 0.82 

Non Tax 2086.9 2299.5 3829.2 3293.2 4597.7 8707.8 8718.7 33533 4790.429 0.77 

Total Revenue 10828.6 12011.3 15132.9 17412.7 24306.7 31922.8 44028.9 155643.9 22234.84 0.58 

Regional Government 

Tax Revenue 2164.7 2686.1 2854.9 3234.1 4091.7 5792.5 8007.9 28831.9 4560.167 0.22 

Direct Tax(domestic) 1798.4 2138 2278.1 2392.7 3225.8 4431.8 6104.8 22369.6 3195.657 0.46 

Indirect Tax 366.3 548.1 576.8 841.4 865.8 1360.7 1903.1 6462.2 923.1714 0.18 

Non Tax 923.5 884.8 1542.3 1150.6 1395.6 2468.3 1827.3 10192.4 1456.057 0.23 

Total Revenue 3088.3 3570.9 4397.2 4384.7 5487.3 8260.8 9835.1 39024.3 5574.9 0.42 

source. Mofed genera l government revenue qurterly performance and others own com putation 



Annex 6; Distribution of expenditure share by function and levels of government central! regional ( MIN MilLION 000') 

General Government 1996 1997 1998 1999 2000 2001 2002 Total Average average%share 

Ecnomic Deve lopment 3127.5 6364.2 8210.5 9823 14062 .5 16623.3 20605 78816 11259.4 

Social Developme nt 1655.5 1682.6 2167.1 3092.2 3343 4451.9 7221.5 23613.8 3373.4 

General Develo pmwe nt 617.2 318.5 407.8 917.2 871.4 1637.4 2120.2 6889.7 984.243 

Total Capital Expenditure 5400.2 8365.3 10785.4 13832.4 18276.9 22712.6 29946.7 109319.5 15617.1 

Ge neral service 2596 2896 3513 4068 5675 7261 8762 34771 4967.29 

Ecnom ic service 1361 1726 2109 2201 3111 3829 3979 18316 2616.57 

Social service 3253 3839 4996 6198 8662 10249 12355 49552 7078.86 

Total Recurent Expend. 7210 8461 10618 12467 17448 21339 25096 102639 14662.7 

Total Expenditure 12610.2 16826.3 21403.4 26299.4 35724.9 44051.6 55042.7 211958.5 30279.8 

Federal Government 

Ec nomic Development 2057.1 4477.6 6048 7207.8 9724.4 11027.9 15318.9 55861.7 7980.24 0.73 

Social Development 1295.8 1274.2 1573.5 2451.9 280.7 2901.6 5323 .1 15100.8 2157.26 0.88 

Gene ra l Developmwent 129.1 112.3 166.9 504.7 318.7 262.6 350.2 1844.5 263.5 0.26 

Total Capital Expenditure 3482 5864.1 7788.4 10164.4 10323.8 14192.1 20992.2 72807 10401 0.7 

Genera l service 873.6 1014.4 1123.5 1243 1487.7 1704.3 2589.3 10035.8 1433.69 0.36 

Ecno mic service 377.9 275 316.1 372 .9 578.3 774.9 812.1 3507.2 501.029 0.2 

Social service 625 695.3 886.1 1171.1 1696 2181.1 2885.1 10139.7 1448.53 0.2 

Total Recurent Expend. 1876.5 1984.7 2325.7 2787 3762 4660.3 6286.5 23682.7 3383.24 0.24 

Total Expenditure 5358.5 7848.8 10114.1 12951.4 14085.8 18852.4 27278.7 96489.7 13784.2 0.47 

Regional Goverment 

Ecno mic Development 1070.4 186.6 2162.5 2615.2 4338.1 5595.4 5286.1 21254.3 3036.33 0.27 

Social Development 359.7 408.4 593.6 640.3 962 .3 1550.3 1998.4 6513 769.489 0.22 

General Developmwent 488.1 206.2 240.9 412.5 552.7 1374.8 1770 5045.2 720.743 0.74 



Total Capital Expenditure 1918.2 801.2 2997 3668 5853.1 8520.5 9054.5 32812.5 4687.5 0.3 

General se rvice 1722.2 1881.9 2389.4 2824.7 4187 .5 5557 6173 24735.7 3144.5 0.64 

Ecnomic service 983.1 1434.7 1782.4 1827.9 2532.5 3053.9 3167.2 14781.7 2111.67 0.8 

Socia l service 2628 3143.8 4109.8 5027 6966.4 8068.3 9470.1 39413.4 5630.49 0.8 

Total Recurent Expend. 5333.3 6460.4 8281.6 9679.6 13686.4 16679.2 18810.3 78930.8 11275.8 0.76 

Tota l Expenditure 7251.5 7261.6 11278.6 13347.6 19539.5 25199.7 27864.8 111743.3 15963.3 0.53 

source: Mofed genera l government expenditu re quarterly performance and others own computation 

Note: The figure exclides defence, external loan and assistance(Only domestic performance) 



Annex 7 ; Expenditure share in light of own revenue by function for indiv idual regions ( IN MilLION 000') 

Regions Cappita.Exped. Reec.Exped. Total Exped. Own Revenue Rev.Exped.Ratio Rev.eapit.Ratio Rev. reere.Ratio 

Tigrai 172.4 1153.7 1326.1 605.06 0.45 

Afa r 183.5 456.4 639.9 68.71 0.1 

Am hara 860 3600.3 4520.3 950.11 0.21 

Oromiya 1316.3 5090.2 6406.5 1086 0.16 

Somal i 641.2 1024.7 1665.8 208 0.06 

Ben ishangu l.Gu 70.7 306.4 377.1 41.47 0. 1 

SNNP 996.8 2932.9 3929.6 670.58 0.17 

Gambela 39.5 274.8 314.2 33.71 0.1 

Hara ri 87.3 87 174.3 42 0.24 

Diredawa 75.8 126.2 201.9 

Total 4826.8 14729 19555.8 3497.64 0.17 
'--."-"' ~""':t 

Source; mofed and ra tiO?~~:'?-~ 
Note; while the expend'("~U:fE gure l$"f . ' 2,902, and own revenue data is only for the year 2001 efy 
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0.48 
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0.15 
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0.09 

0.13 

0.22 

0.12 

0.48 

0.74 0.23 

and the va lue · indicates surp 
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