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Abstract 

The role of Local government is crucial for federal systems because it is a key interface between state and civil society and a base for democratic structure. And local governments are increasingly required to play larger roles in providing services, alleviating poverty, and facilitating development. However, in most federal systems, there has been more emphasis on institutional realities than on operational realities. Consequently, there are some major challenges before federal polities with respect to local governments.  

Hence, this study aimed at to assess the extent that local governments realized the mandates they have been granted by the regions. Thus, the research was confined to literature survey, including federal constitution, regional constitutions and other laws. In addition, different books, articles, journals, government policies and websites were consulted.

The study found that almost in all regions, local governments providing public services to the residents in a better way. But their authority on revenue and spending is very limited which is inconsistent to the constitutional grants. Moreover, the block grants are mismatch with their mandate. There is also overriding of powers in civil service administration by the regional states and zone administrations. Therefore, the researcher recommends that local governments have to be granted real power to administrator their jurisdiction.
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Introduction 

One of the world’s oldest civilizations (USAID, 2012), Ethiopia is the land of many contrasts (Gillespie and Gritzner, 2003). The country shocked the world in 1974 when photographs of the country’s horrible famines were published. Many people got the mistaken notion that Ethiopia was nothing but a vast, dry desert where food was unavailable for either people or beasts. It is true that large areas of Africa suffer from scant and often unreliable rainfall, resulting in frequent drought. Ethiopia is no exception. It is also one of the poor nations in the world. The country’s per capita income of US$380 is much lower than the sub-Saharan African average of US$1,165 (World Bank, 2010).  Nevertheless, Ethiopia has a rich history and an amazing diversity of people, climates, land features, and ecosystems. Human history may have begun in or around what is now Ethiopia (Gillespie and Gritzner, 2003), never colonized in history. And the country recorded impressive economic growth over the last decade and is ranked among the ten fastest growing economies in Africa (African Economic Outlook, 2011) and among the world fastest movers of human development (United Nations Development Programme, 2010). 

Ethiopia’s origin as a state goes back to the Aksumite civilization (Markakis cited in Zemelak, 2011). The Aksumite Empire rose during the first century B.C. and flourished for perhaps a thousand years (Gillespie and Gritzner, 2003).  From the time of the Axumite civilization until the 1850s decentralized rule was the dominant feature of the country’s political system, which was manifested in the existence of triple authorities (Zemelak, 2011). An emperor served as a central authority, while regional/provincial and local nobilities exercised autonomous power within their respective realms (Gebru cited in Zemelak, 2011).

According to Zemelak (2008), from around 1855 a gradual centralization of power was initiated in the country. Until 1974, Ethiopia had an unbroken line of kings and emperors dating back to biblical times (Gillespie and Gritzner, 2003).  The process of centralization reached its apex during the Derg government (Zemelk, 2008). The process of centralization, as he argued was accompanied by the policy and practice of using local authorities for purposes of ‘control’. By the control he meant in using local authorities as political and administrative extensions of the political centre for repressing opposition against the political centre and/or for extracting free labor and revenue in the form of taxation and tribute for the centre.

With the removal of Derg government by Ethiopian People’s Revolutionary Democratic Front (EPRDF), the government began decentralization in 1991. The Federal Constitution of 1995 established member states of the Federal Democratic Republic of Ethiopia. These member states are the regional states of Tigray, Afar, Amhara, Oromia, Somali, Benishangul Gumuz, Southern Nations, Nationalities and Peoples, Gambela and Harari; the two city administrations Addis Ababa and Dire-Dawa are considered the equivalent of regions. The constitution underlines that adequate power shall be granted to the lowest units of government to enable people’s participation in the administration of such units. The Regional States, in turn have established lower administrative levels such as zones, Woredas and Kebeles as they found necessary (MoFED, 2009). Presently, local governments of the country include nationality zones, 99 sub-cities (in Addis Ababa), 623 Woredas (districts), 116 city administrations, and 16,223 kebeles (sub-districts). Among the main local government units are Woreda and city administration. Number of elected local leaders estimated at 56, 119 Woreda (district) councilors, 138 Addis Ababa City Councilors (2, 970 sub-city councilors), and 3, 516 000 kebele councilors (http://www.mlgi.org.za).
Thus, Woreda and Kebele level administrative units are given special focus by every region’s administration (MoFED, 2009).  Consequently, responsibility for delivery of most basic services has been assigned to sub-national government levels. At the sub-national levels, the nine regions and especially Woredas and urban administrations, have primary responsibility in allocation of resources, decision making, management and delivery of basic services. Kebeles and municipalities are placed under the Woreda administration and are accountable to the Woreda Council.
Definition and Concept of Local Government

Local Government is an agency organized to provide and supervise administrative, fiscal, and other services to the people who reside within its territorial boundaries. It is the level of government most directly accountable to the public (Microsoft ® Encarta ® 2009.  Mzee (2008) citing Adeyemo (2005) describes local government as a system of local administration under local communities that are organized to maintain law and order, provide some limited range of social amenities, and encourage cooperation and participation of inhabitants towards the improvement of their living conditions. 
Local government is a sub-unit of government controlled by a local council which is authorized by the central government to pass ordinances having a local application, levy taxes or exact labor and within limit specified by the central government, vary centrally decided policy in applying it locally (Maddick, 1963). Crucial to the definition of local government is that it is a democratically elected authority that exercises political choices within denoted boundaries, though of course local governments co-operate across boundaries and ally in quasi-federal bodies, such as urban communities (John, 2001). 

The above all definitions characterize local government as:

· That local government is a subordinate system of government

· It has both legal and constitutional power to perform certain legislative, administrative and quasi-judicial functions

· Has the power to make policies, prepare budgets and a measure of control over its own staff.

· Its council could be elected or selected.

· It has legal personality i.e. can sue and be sued.

· It exercise authority over a given territory or population.

History of Local Government

According to Risse, Andrew and Keswni (2008) cited in Yemane (2010), local self-rule is the oldest form of public rule in the history of humanity. Rural settlements, villages, and even nomadic peoples used forms of it to organize their community life. These can be understood as forms of local (or communal) self-rule.  Similarly, Shah (2006) argued that local governance historically predates the emergence of nation-states. In ancient history, tribes and clans established systems of local governance in most of the world. They established their own codes of conduct and ways of raising revenues and delivering services to the tribe or clan. Tribal and clan elders developed consensus on the roles and responsibilities of various members. Some tribes and clans with better organization and skills then sought to enlarge their spheres of influence through conquest and cooperation with other tribes. In this way, the first Chinese dynasty, the Xia, was established (2070 to 1600 B.C.).  A similar situation prevailed in ancient India, where in the third millennium B.C. (about 2500 B.C.) a rich civilization was established in the Indus Valley (now Pakistan) (Shah, 2006). The Aksumite Empire, one of Africa’s most powerful and important early kingdoms also enjoyed its greatest power between the fourth and sixth centuries (Gillespie and Gritzner, 2003). 

This advanced civilization placed great emphasis on autonomy in local governance and enshrined a consensus on division of work for various members of the society. This emphasis led to the creation of a class society in which each member had a defined role: upholder of moral values, soldier, farmer, tradesperson, and worker. Each community formed its own consensus on community services and how to accomplish them (Shah, 2006).

Modern local government faces a world of rapid change and increased expectations from government and administrative agencies in globalizing and innovative environment. From a local perspective, these changes have led to culture of open decision making, which encourages local communities and individuals to take a significant part in local affairs (Beeri and Yuval, 2013). Coupled with the inexperience and lack of capacity on the part of local governments, decentralization is often blamed for not fulfilling its promises and in fact having negative impact on the development processes. As a result, reforms are frequently revisited and sometimes reversed. Many central governments around the world respond to such frictions in the form of stricter control and excessive accountability measures over local governments, sometimes revoking some crucial aspects of discretionary powers and resources extended to local governments.

During the last decade, the winds of democratic movements and reforms have blown around the world, and democratic decentralization has spread globally. Some 95 percent of democracies now have elected subnational governments, and countries everywhere-large and small, rich and poor-are devolving, political, fiscal and administrative powers to subnational tiers of government.  Hence, many Latin American countries have undergo democracratic reforms and most of them carried out democratic decentralization programmes, from large countries such as Argentina, Brazil and Mexico, to smaller states such as Bolivia and Venezuela. In Africa decentralization has been taken in Ethiopia, Ghana, Mali, Togo, South Africa and Uganda, among other countries (United Nations, 2007)

The concept of local government is deeply rooted as a tradition, because Ethiopia was an extremely decentralized country until 1855 and turned to centralization system until 1991 (Zemelak, 2008). But Local government administration in Ethiopia has been structured since 1940s for the purposes of tax collection and maintenance of law and order (Yemane, 2010). The tax was tribute to the central government. Presently Ethiopia is undergoing a process of decentralization, which began in 1991 with the coming to power of the Ethiopian people’s Revolutionary Democratic Front (EPRDF). The decentralization process is premised on, amongst others, instilling grassroots democracy, enhancing development and accommodating ethnic diversity (SDPRP, 2002; PASDEP, 2005).
Legal status of local government 

Sub-national governments are political institutions that run public functions that are given to them by law. They may also acquire others by powers of general competence or initiative, and share functions with other levels of government, either formally or informally (John, 2001). 

Shah (2006) said that the legal status of local governments varies across countries. Local governments are deriving authority from national constitutions in Denmark, France, Japan, Sweden, Brazil, Italy, and India. In Australia, Switzerland, the United States, [Ethiopia], they derived from states constitutions and from national legislation in the United Kingdom, New Zealand, Bangladesh, Indonesia, Kazakhstan, and Poland and from provincial legislation in Canada, and Pakistan.  Local governments were created by national legislation, in Argentina by provincial legislation, and in China by an executive order of the central government. It is interesting to note that there is no clear pattern in the autonomy and range of local services provided by local governments deriving their status from national and state constitutions or legislation. However, local governments that are created through legislation, in general, are significantly weaker-with the notable exception of Poland (Shah 2006). His study revealed that it interesting that there is no clear pattern in the autonomy and range of local services provided by local governments deriving their status from national and state constitutions. However, local governments that are created through legislation are significantly weaker.

The Roles and Functions of Local Government

Several accepted theories including (Stigler, 1957; Olson 1969; Oates, 1972; Frey and Eichenberger, 1995) provide a strong rationale for decentralized decision making and a strong role for local governments, on the grounds of efficiency, accountability, manageability, and autonomy. 

Local governments are responsible for the management and delivery of key public services in countries worldwide. From picking up the garbage and cleaning the streets, to the provision of schooling and care for the elderly and vulnerable, these organizations invariably lead the development and implementation of innovative solutions to new and pressing social problems. Local governments, in addition to being at the forefront of delivering and providing the public services on which citizens rely, are often also the most public face of the state (Walker and Andrews, 2013).

Some researchers argued local governments vary in their responsibilities across countries, especially developing countries. Nevertheless, John (2001) argued that except in few countries, a number of functions of local government across   Europe are similar. Local government tends to provide the public goods, such as parks, but varies to the extent it provides private goods or welfare services. His comparative analysis shows that local government in the Denmark, Finland, Ireland, the Netherlands, Norway, Sweden and the UK systems tends to provide the welfare services whereas regional or central governments provide them in Belgium, France, Greece, Italy, Portugal and Spain. However, while this distinction would have been very clear twenty years ago, the transfer of functions to sub-national authorities lessens the contrast. He further argued that Denmark, Finland, Ireland, the Netherlands, Norway, Sweden and the UK tends to have few levels of government, smaller numbers of local authorities and larger average size of local authority, and these differences are quite large if the averages of each group are considered. 

To the contrary developing countries have varied responsibilities. For instance, China grants most extensive expenditure responsibilities to local governments. In addition to traditional local and municipal services, local governments in China are responsible for social security (primarily pensions and unemployment allowances) and have a much larger role in local economic development than local governments in other countries. Local governments’ role in delivering local services is minimal in India and South Africa and largely focused on delivery of municipal services. In Kazakhstan, all local services are shared central-local responsibilities; local governments do not have independent budgets and have no fiscal autonomy. Education and health account for nearly half of local government expenditures in Argentina, Brazil, Chile, Indonesia, Kazakhstan, Poland, and Uganda. In Uganda, education alone accounts for about 40 percent of local expenditures. In India and South Africa, municipal services (e.g., water, sewer, and garbage) and municipal administration dominate local expenditures. In China, education, municipal administration, justice, and police account for nearly half of local expenditures.

Local Spending Responsibilities

There is no uniform model, except that property-oriented services are provided at the local level in almost all countries. In infrastructure, Australian local governments command 27 percent of total expenditures, compared with 62 percent in the United Kingdom and 47 percent and 41 percent in the EU and the OECD. People-oriented services show more variation. In education, local government has no role in Australia but takes up more than 60 percent of expenditure share at local levels in Canada, the United Kingdom, and the United States. In the OECD, it averages about 46 percent. In health, local governments have no role in Australia and the United Kingdom but a predominant role in Denmark (about 92 percent); EU and OECD average expenditure shares are 28 percent and 19 percent, respectively. Most industrial countries have significant higher-level intervention in social services and unfunded mandates to local governments in environmental protection. Local governments in Nordic countries perform the maximal range of local services, encompassing a wide range of people- and property oriented services (Lotz, 2006). Local governments in Southern Europe and in North America fall in a median range and are more focused on property-oriented services. Australian local governments are engaged in the most minimal property-oriented services (primarily ‘‘roads and rubbish’’).

Local governments vary in their responsibilities across developing countries. China grants most extensive expenditure responsibilities to local governments. In addition to traditional local and municipal services, local governments in China are responsible for social security (primarily pensions and unemployment allowances) and have a much larger role in local economic development than local governments in other countries. Local governments’ role in delivering local services is minimal in India and South Africa and largely focused on delivery of municipal services. In Kazakhstan, all local services are shared central-local responsibilities; local governments do not have independent budgets and have no fiscal autonomy. Education and health account for nearly half of local government expenditures in Argentina, Brazil, Chile, Indonesia, Kazakhstan, Poland, and Uganda. In Uganda, education alone accounts for about 40 percent of local expenditures. In India and South Africa, municipal services (e.g., water, sewer, and garbage) and municipal administration dominate local expenditures. In China, education, municipal administration, justice, and police account for nearly half of local expenditures.

Local Revenues and Revenue Autonomy

Local Revenues and Revenue Autonomy Income taxes, property taxes, and fees are major revenue sources for local governments. In Belgium, Denmark, Finland, Germany, Iceland, Japan, Luxembourg, Norway, Sweden, and Switzerland, more than 80 percent of tax revenues are derived from taxes on personal and corporate incomes. In contrast, in Australia, Canada, Ireland, the Netherlands, New Zealand, the United Kingdom, and the United States, property taxes contribute more than 80 percent of local tax revenues. Austria, France, Greece, Italy, Portugal, and Spain rely on a mix of local tax sources, with Spain drawing about 40 percent of tax revenues from sales taxes. For the EU as a whole, income taxes dominate, followed by property taxes, sales taxes, and fees. On average in industrial countries, 50 percent of local revenues come from taxes, 20 percent from user charges, and 30 percent from transfers from higher levels (McMillan, 1995). 

Studies made by Shah (2006) shows that intergovernmental finance is relatively less important in Austria, Canada, Denmark, Finland, New Zealand, and Sweden, whereas in most OECD countries the share of grant-financed local expenditures is quite large. This large share of grants indicates that, in many OECD countries, local governments typically perform agency functions for higher-level governments and have only a limited range of locally determined responsibilities. General-purpose, formula based grants using fiscal capacity and need factors dominate in most OECD countries, with the exception of Finland, New Zealand, and the United States. In those three countries, specific-purpose transfers assume greater importance in local finances.

Local governments in his sample countries raise 39.6 percent of revenues from taxes, another 9.5 percent from fees and charges, and the remaining 50.9 percent from higher-level transfer. Comparable figures for OECD countries are 49 percent for taxes, 16.6 percent for fees, and 34.4 percent for transfers. The role of fiscal transfers is much larger than average in Uganda (85.4 percent), Poland (76 percent), Brazil (65.4 percent), Indonesia (62 percent), and China (58 percent). The sample countries have diverse revenue structures. On average, they raise 32 percent of tax revenues from property taxes, 15 percent of revenues from personal income taxes, 4 percent from corporate income taxes, and the other 49 percent from a large number of small taxes, fees, and charges. In comparison, OECD countries raise 54 percent of local revenues from property taxes, 23 percent from personal income taxes, 14 percent from corporate taxes, and 9 percent for sundry taxes. Thus, local governments have a much greater reliance on property and income taxes in OECD countries than in developing countries. Property taxes raise only 3 percent of local revenues in China and 74 percent in Indonesia (centrally administered property tax)

For all developing countries, revenues from property taxes amount to 0.5 percent of GDP compared with about 2 percent (1 to 3 percent) of GDP in industrial countries. This finding suggests that property taxes may represent significant untapped potential for further exploitation. User charges are a significant source of revenues, but often such charges are poorly designed and administered and do not satisfy equity and efficiency principles or provide special safeguards for the poor. Autonomy in local tax base determination and administration is significant in Argentina, Brazil, and Poland; is limited in other countries, and does not exist in Kazakhstan. Overall, the degree of tax centralization in the sample countries is far greater than would be dictated by economic principles or political accountability considerations.

Methodology of the Research

Local governments are only significant administrative and political entities to the extent that they actually do things that matter in citizens’ lives. This requires that local governments have authority, that is, a set of functions, powers, and resources of their own. But many researches have shown that local governments in Ethiopia lack this authority. The study is descriptive approach. Hence, this study aimed at to assess the extent that local governments realized the mandates they have given by their echelon of regions. The research was confined to literature survey, including federal constitution, regional constitutions and other laws. In addition, different textbooks, articles, journals, government policies and websites were consulted.

Results and Discussion
Legal Status of Local Governments in Ethiopia
In Ethiopia, regional constitutions transferred power to local authorities. But Zemelak and Yonatan (2012) argued that yet it must be admitted that the apparent ambiguity in the constitution regarding the status of local government has created uncertainty about the status of local government. Zemelak and Yonatan in their examination of the constitutional status, powers, and finances of local government in Ethiopia, further argued that since local government is the jurisdiction of regional states, uniformity of local government, in terms of structure and type, cannot be guaranteed. A general survey of local government in the country made by them would, however, revealed that a multilayered local government is established across the country.

Decentralization of powers and duties to woreda level is being made effective along with the build-up of capacities at woreda and kebele levels. The devolution of power to regional states and then to the woreda is a centerpiece of Ethiopia's strategy for ending poverty by improving accountability, responsibility and flexibility in service delivery and increasing local participation in democratic decision making on factors affecting the livelihood of the grassroots population. Following the big push to woreda decentralization at the beginning of SDPRP, progress has been made on a number of important areas. Regional constitutions have been revised with focus on the division of power and reorganization of structure to reveal accountability, check and balance at regional, wordea and kebele levels. The basic functional responsibilities are now transferred to woredas in most of the regional states. Human power had been deployed to woredas from the centre at regional government and zonal government levels.

The major focal areas of the District Level Decentralization Program in the PASDEP period are the following:

• Fulfilling the required woreda manpower for the public institution;

• Establishing efficient and effective structure at woreda level;

• Establishing the system for broad-based participation and empowerment of the grassroots population;

• Improving woreda block grant, allocation and utilization system and enhancing capacity for planning and execution with the introduction of improved woreda planning manual;

• Establishing systems for clear accountability, transparency and relationships of executives;

• Establishing minimum standard service indicators and monitoring mechanisms for basic sectors;

• Improving revenue sharing system and creating mechanisms for revenue enhancement at woreda level;

• Ensuring the effectiveness of budget preparation and control system;

• Building capacities of kebeles on all fronts and parallel to the missions of woredas.

The main constitutional powers and duties of the Woreda  council and its executive are preparing and approving the annual Woreda  development plans and budgets and monitoring their implementation; setting certain tax rates and collecting local taxes and levies (principally land use taxes, agricultural income taxes, sales taxes, and user fees); remitting a portion of the local tax take to the zone; administering the fiscal resources available to the Woreda  (from own sources and transfers); constructing and maintaining low-grade rural tracks, water points, and Woreda-level administrative infrastructure (offices, houses); administering primary schools and health institutions; managing agricultural development activities; and protecting natural resources.

The kebeles do not enjoy the same constitutional formality as regions. Their administrations consist of an elected council (in principle of 100 members), an executive committee of five to seven citizens, and a social court. The main responsibilities of the kebele council and executive committee are preparing an annual development plan, ensuring the collection of land and agricultural income tax, organizing local labor and in-kind contributions to development activities, and resolving conflicts within the community through the social courts.

Nationality zones are established, as institutions of self-government, for regional ethnic minority groups that occupy a territorial area covering a number of Woredas. A liyu Woreda  (special district), in contrast, is a subdivision of a region which in terms of territorial and population size is comparable to a Woreda  administration and is established for the particular ethnic group that inhabits the area. Nationality zones and liyu Woredas are established only in five regions: Afar, Amhara, SNNPR, Benishangul-Gumuz, and Gambella regions. Both nationality zones and liyu Woredas differ from the rest of local governments established in the country in the respects of:

“First, unlike the other local government units, the establishment of these local governments is limited to circumstances where a territorial accommodation of ethnic groups is deemed important. Second, largely owing to the objective that underlies their establishment, the territorial demarcation of both a nationality zone and a liyu Woreda  follows the territorial settlement of the ethnic group on whose behalf they are established” (Zemelak and Yonatan 2012).

Regional constitutions did not treat Woredas and city administrations equaly. Unlike Woredas , ity administrations are the creations of ordinary regional statutes and not regional constitutions. This is despite the fact that the federal constitution does not distinguish between the statuses of local governments in rural and urban areas. This differential treatment of urban and rural local governments has placed the existence of cities and municipalities as autonomous local government units in a precarious position. Similarly Zerihun (2010) said that the constitution Oromia has given constitutional status to rural local governments, whereas, urban local governments are recognized by the regional proclamation. Hence, for instance, the revised City Proclamation of the region 116/2006 abolished all municipalities by a single proclamation. The proclamation also shifted the power to appoint the mayor of a city from a city council to a regional chief administrator. This shows the mandate is for people representation taken by regional appointment. 
Some of the regional constitutions provide to the regional government the authority to separately structure cities without clearly defining their institutional structure and constitutional status (for instance Somali National Regional State Constitution art 88). Whereas, some of the regional constitutions, for instance, Oromia National Regional Care totally silent about the status of cities. Even Heymans and Mussa (2004) cited in Zemelak and Yonatan (2012) argued that cities and municipalities were considered important only to the extent that they contribute to the agricultural development. It is believed cities should support the rural development for the realization of shifting from Agricultural Development Led Industrializations to Expert Led Industrialization. To the contrary others argue with the regions less consider the role of city administrations and municipalities in the regional development in particular and national development in general. 
In addition, as a result of a lack of explicit recognition in the constitution, the regional constitutions and statutes maintain the old hierarchical relationship between regional states and local governments. The regional constitutions expressly state that a Woreda, even if it has the power to decide on its internal affairs, remains "a body hierarchically subordinate to the regional government." The constitution of the Benishangul-Gumuz regional state specifically provides that a Woreda is subordinate to the regional executive branch of government (BGRS Constitution 2002: art. 85(2)

Despite not given equal position with woreda urban local government administrations have state functions include health, education, and agricultural services. Municipal functions include preparation, approval, and implementation of development plans; assessment and collection of allowable municipal revenues; provision of internal roads and bridges; provision of markets, slaughter houses, terminals, public gardens, recreational areas, and other public facilities; regulation of cleanliness and provision of solid waste, water, sewerage, and drainage services; management of urban land and provision of urban land services; and delivery of miscellaneous services, including fire protection, libraries, public toilets, street lighting, nursery schools, and ambulance services. In addition to its 84 urban administrations, Ethiopia has 863 municipalities/towns. These municipalities are under the jurisdiction of the Woredas and generally carry out municipal functions. They do not have Woreda status and do not carry out state functions. They typically do not receive transfers from the regional or other governments, relying on own sources of revenue. It is expected that an increasing number of municipalities will seek to become urban administrations with Woreda status in the future.

With particular reference to the 4 emerging regions (Afar, Benishangul-Gumuz, Gambella, and Somali), they have been the last to implement decentralization from the Region to the Woreda. It was noted that the regions suffer from extreme poverty and there is a serious lack of capacity to implement the decentralization programme.  The main causes of this situation include: (i) the absence of clear and detailed Regulations as an interpretation of national policy and law on decentralization to implement the assigned functions at Woreda and Kebele levels; (ii) inappropriate structures and processes to deliver the basic infrastructure and local public services; and (iii) absence of the most basic infrastructure and services in the four regions to support socio-economic development. This programme therefore seeks to address these issues through five interventions), including new regulatory provisions, policy reviews, local government capacity development, local development funding and local economic development (UNDP 2010).

Hence, the “Emerging Regions Development Project” (2007-2011, US$ 13.5 million) assisted by UNCDF and UNDP has been de-signed to support capacity development including institutional and systems development of regional and local governments in the four regional states through integration of a set of focused initiatives, including review of regulatory provisions, local government capacity development, local development funding and support to local economic development. The intended outputs are: (i) development of new regulatory provisions to remove the obstructions to a smooth operational environment for decentralization in practice, at region, woreda and kebele levels; (ii) policy reviews, as a way of influencing policy assessments and as a platform for replicating the successful practice achieved, particularly in local development funding mechanisms and innovations in LED and its supporting financing models; (iii) local government capacity-building at bureau (regional) and woreda  (district) levels, focusing on the processes and supporting structures to ensure the smooth resource flows into projects and resulting infrastructure and services from local government; (iv) local development funding at woreda and kebele level, in the context of local government planning and budgeting to ensure success in the planning, implementation and review of local initiatives, as a contribution to the public expenditure (PEM) cycle; and (v) local economic development (LED) from both the public investment and inclusive financing perspectives, as an innovative local development model, to include, for example, new approaches to inclusive financing for shelter development, in the context of ‘scattered settlement patterns’

Revenue Authority of Local Governments in Ethiopia
One way a local government unit can enhance its autonomy is by mobilizing resources from the local community and reducing its financial dependency on the central government. This option is realistic and practical in a situation where the local community is well off and there are potential revenue bases, although the sub-national authority has limited capacity to assess and collect revenue (United Nations, 2007). 

In view of that, the study made by Zemelak (2008) on four regions: oromia, Amhara, SNNNP and Tigray proved that Woreda administrations in all the four regions have the power to collect certain taxes. A Woreda administration collets rural land use fees and agricultural income taxes, whereas, its rate determined by the regional government. They also impose and collect service charges. Moreover, the Woreda administration has the power to make use of any revenue source within the Woreda which is not administered by the regional governments.  Similarly, the research made by Zemelak and Yonatan (2012) shows adequate taxing power has been transferred to local governments. Another studies made by Zerihun and Yemane on Oromia and Tigray respectively indicate similar result as the local governments in both regional national states have limited revenue sources to discharge different functions.
The second option regards subnational government units that receive subnational transfers from the central government but fail to account for the use of these funds. In such situations, the central government is obliged to interfere in local affairs and thus reduce the degree of autonomy that the subnational unit enjoys. Achieving high levels of financial management will enhance the degree of local government unit’s autonomy.

Local governments are, in principle, free to spend the block grants as they see fit. However, two points should be highlighted here. First, local governments do not have a constitutionally entrenched claim for regional block grants: the allocation of regional block grants began only with a policy shift from the ruling party, which decided to allow a degree of autonomy to Woredas and city administrations. Second, the regions often influence local government financial decisions through guidelines. For instance, the guidelines often stipulate minimum capital spending (Zemelak and Yonatan 2012). In practice, intergovernmental block grants, which are unconditional regional grants, are the most important source of income for Woredas, nationality zones, liyu Woredas, and city administrations. Block grants account for more than 70 percent of the average annual budget of a Woreda (Garcia and Rajkumar, 2008). In some regional states, city administrations, although they raise sufficient revenue to discharge their expenditure responsibilities, receive grants to finance their so-called state functions. Yet, except in the SNNPR, the intergovernmental grant for city administration is not formula based; nor does it take the form of a block grant: rather, the grant is "determined on ad hoc basis" to "finance the recurrent costs" of the state functions of the city administrations. City administrations do not receive any grants to finance their municipal functions (Zemelak and Yonatan 2012).

The money from donors does not directly go to local governments. As with the block grants that regional governments transfer to local governments, the financial assistance hardly covers the recurrent expenses of local governments, much less the financing of capital investments. More than 90 percent of the block grants cover the salary of local government employees (Garcia and Rajkumar 2008:26). 

The FDRE constitution provides that regional states may borrow money from internal sources under terms and conditions that federal government determines by law. However, there is nothing provided either in the federal or constitutions regarding whether local governments can borrow money. Nevertheless, the woreda administration is authorized to run its own civil service. But the power is currently override by zones because it is said to skilled manpower at woreda level
The Spending Responsibilities of Local Governments in Ethiopia
Woredas have no power spend the revenue they collect because the revenue is transferred to the treasury of the regional governments. This shows that the Woredas are not given any significant internal source of revenue. Whereas, as per MoFED, 2009), Woredas have expenditure responsibilities including running of primary education and the first cycle of secondary education, primary health care, agricultural extension services, drinking water supply and rural roads. The main part of this spending is financed through the federal subsidy, transferred from the federal level to regions and then from regions to Woredas. Main expenditure responsibilities of Woredas include:

· Provision of primary and secondary education (up to 10th grade)

· Provision of primary health care (health posts and health centers)

· Construction and maintenance of Woreda roads and access roads to kebeles
· Drinking water supply

· Provision of agricultural extension services

· Administration of the Woreda
For instance, Health services in Ethiopia are financed by four main sources. These are government (both federal and regional); bilateral and multilateral donors (both grants and loans); non-governmental organizations; and private contributions.  The National Health Accounts exercise for financial year 2000/01 revealed that households contribute 36%, government 33%, and bilateral and multilateral donors 16%. ((http://www.moh.gov.et)

Service Delivery by Local Governments in Ethiopia
According to Garcia and Rajkumar (2008), Ethiopia is one of several African countries that made notable progress over the last 10 years in meeting Millenium Development Goals (MDGs). In 2005 nearly 75 percent of children enrolled in primary schools, a result of an impressive 9 percent annual growth in enrollment since 1993. Other indicators also registered improvements: immunization coverage for measles rose to 57 percent in 2005 from 40 percent in 1995. The percentage of Ethiopians with access to clean water rose from 19 percent in 1995 to 36 percent in 2005. These improvements happened at a time of massive decentralization in Ethiopia first from the federal to region, and subsequently into woredas (districts). This work presents an account of how decentralization has supported the delivery of basic services, including education and health to woredas. Hence, Garcia’s and Rajkumar’s (2008) work provides evidence to the observation that the devolution of power and resources from the federal and regional governments to the woredas contributed to improvements in the delivery of basic services particularly in education. Correspondingly, United Nations Development Programme in its Human Development Report (2010) ranked Ethiopia first in Sub-Saharan Africa and 11th in the world based on the progress achieved in the areas of primary education, primary health care, agricultural extension services and the like (UNDP, 2010). According to the report it was “local mechanisms” that made it possible to increase access and thus the provision of public goods.

Important steps have been taken in the decentralization of the health care system. Decision making processes in the development and implementation of the health system are shared between the Federal Ministry of Health (FMoH), the Regional Health Bureaus (RHBs) and the Woreda Health Offices.  As a result of recent policy measures taken by the Government, the FMoH and the RHBs are made to function more on policy matters and technical support, while the woreda health offices have been made to play the pivotal roles of managing and coordinating the operation of the primary health care services. 

Even though the overall potential health service coverage in 2000 EFY is estimated at 89.6%, 25.6% increase from 1996, the actual coverage estimates for the individual programs are very low. The overall level of health service coverage is estimated to be approximately 45 percent. Nonetheless, this varies substantially among the regions depending on their topographic and demographic characteristics. Geographical distance from a health facility and socio economic factors are the major obstacle for the bulk of the Ethiopian population. The major reasons for the poor coverage of health services in Ethiopia are the limited physical access of the population to health facilities and staff, as illustrated by the facility to population ratio. Currently, health facilities for a population of some 58 million people comprise 89 hospitals, 191 health centers, 1, 1 75 health posts and 2,515 health stations. The available health care facilities are also unevenly distributed across regions. However, the trend over time shows that there is a steady increase both in health care coverage and utilization (http://www.moh.gov.et)

Health services quality has been compromised by inadequate and poorly maintained infrastructure and equipment, scarcity of trained health personnel, and the unavailability of drugs and pharmaceutical supplies. An estimated 20,000 health care workers provide services in Ethiopia, the vast majority through the public sector. Not only are the ratios of health personnel to population substantially less than the average for Sub-Saharan Africa, but the situation is worsened by the fact that a considerable number of staff, (one-third of doctors and one-sixth of nurses), work in Addis Ababa where about 4 percent of the country's population live. Recent efforts to relocate centrally located staff to the regions have started the process of reversing this imbalance.

The FDRE Ministry of education revealed that In 2005 E.C. (2012/13) out of the estimated 7.71 million children of the appropriate age group (age 4-6) about 2.01 million children have been reported to have access to pre-primary education all over the country. The reason for the increment is stated as due to the improved reporting of “O” class and child to child data in the year 2005 E.C. (2012/13) from primary schools. Even the Ministry said it is expected that the gross enrolment rate could be higher than the figure indicated as data from several kindergarten centers might be under-reported. According to Ethiopian Educational Statistics Abstract of 2013, the higher average annual growth rate is registered in Somali, Afar and Gambella estimated at 32.4%, 15.3%, and 7.3% respectively. Whereas, slightly decreased in Harari, Amhara and Addis Ababa, which is 1.8%, 1.1%, and 0.3% respectively.

Primary education is believed as a critical to a nation’s development, providing on average the highest public returns to investment for the state, and the key stone for later education and economic growth. In Ethiopia, primary education (grades 1-8) split in to two cycles: 1st cycle (grades 1-4) and 2nd cycle (grades 5-8). GTP targeted at to ensure equitable access to quality primary education and eliminate gender disparity. The net intake rate (NIR) of primary cycle estimated at 95.5% in 2012/13. A comparison of rural and urban enrolment made by the Ministry indicates that about 81 percent of primary learners are in rural areas; only the rest are in urban areas. The gender gap is also appears to be continuing closer in urban primary schools. 

The statistical report shows that despite substantial growth in enrolment, the pupil-teacher ratio (PTR) is lower than the national standard in 2012/13. The pupil-section ratio (PSR) is estimated at 53.7 for the same year which is better than the previous year. But the unreasonable highest is recorded in Somali National Regional State, which is 105.1. To bring the ration to the setted target it has been recommended building more primary schools is needed yet especially in Somali, SNNP, Oromia, Gambella and Benishangul-Gumuz regions (Ministry of Education, 2013).

The government believed that through Agriculture Development led Industrialization (ADLI) strategy; the agricultural sector is influencing the overall economic performance in Ethiopia. In this sector 8 per cent average growth of productivity has been registered for the last 7 consecutive years. About 11.7 million small holder houses hold account for approximately 95 per cent of Agricultural GDP and 85 per cent of employment opportunity (http://www.moa.gov.et/web/pages/policies-and-strategies). The Ministry of Agriculture further indicates that the number of farmers who used agricultural extension packages has reached more than 8 million as compared to 35,000 farmers few years ago due to strong research-extension-farmer linkage is already established to improve technology generation, transfer illustration and feedback. 
The cumulative effect of all these endeavors is the growth in agricultural production and productivity that benefit the whole people. In this respect, during the last six years the country's agricultural sector has registered a rapid growth. In crop production, the total land covered by the main crops was 9.8 million hectare in 2004/05. By 2009/10 this coverage has increased to 11.25 million hectare. With regard to agricultural productivity, it has reached to 200 million Quintals in 2009/10 as compared 103.5 million Quintals in 2004/05. The average productivity of the main crops has increased from 12.1 to 17 Quintals per hectare. The foreign currency required from both agricultural and industrial products in 2009 was $1.45 billon US dollar. From this the agricultural sector alone contributes 90 per cent of foreign exchange.
It may be assumed that local government leaders have a moral obligation to deliver services to meet the dire needs of the people who elected them, and that they are also obligated to the central government and regional governments to use transferred funds for the benefit and welfare of the people. But the mismanagement of these resources observed in some regions basically due to lack capacity of woreda council in fully discharging the power and functions assigned to it by constitutions and other laws of the regions.
Researches indicate that the power is currently override by zones because it is said to skilled manpower at woreda level. Besides, local governments lack the capacity to administer their civil services. For instance, study made by Thomas (2011) on woreda educational office of Afar National Regional State identified the following Human Resource Development Problems:

· Capacity problem on the part of the majority of officials and professionals at various levels of the regional education structure to execute their respective jobs efficiently

· High turn-over of officials

· Shortage of qualified manpower at regional, woreda and school levels

· Improper utilization of scarce regional resources

· Weak supervision, planning, monitoring and evaluation system and training deficiencies on the part of the professionals assigned for the activities.

· Shortage of teachers and unsatisfactory level of commitment on the part of teachers who are currently serving

· Absence of incentives that could be instrumental to employ teachers and other professionals in sufficient number and retain them in their work for sufficiently long period of time

Conclusion and Recommendations 
Local Governments in Ethiopia are those entities at their powers and functions determined by Regional constitutions. These mainly include woredas and city administrations. Whereas, nationality zones and liyu Woredas (special districts) are established in five regions including Afar, Amhara, SNNPR, Benishangul-Gumuz, and Gambella regions. 

Almost in all regions, Woreda administrations have the power to collect certain taxes. Collect rural land use fees and agricultural income taxes, whereas, its rate determined by the regional government. They also impose and collect service charges. However, they are not at liberty to spend the revenue they collect because the revenue is transferred to the treasury of the regional governments. This shows that the Woredas are not given any significant internal source of revenue.

The federal constitution provides that regional states may borrow money from internal sources under terms and conditions that federal government determines by law. However, there is nothing provided either in the federal or constitutions regarding whether local governments can borrow money.

The woreda administration is authorized to run its own civil service. But the power is currently override by zones because it is said to skilled manpower at woreda level. Nevertheless, the block grant which is transferred to woredas does not math their mandates. This has direct impact on the responsiveness of woreds to their priorities. Hence, regional governments need to consider the following issues to make more effective local governments to address the grass roots level:
· It is argued that local government is one of the institutions which can facilitate development and democracy in the country. Hence, they have to be granted appropriate powers and functions to do so.

· All local government units have to form association that promote their interests, including keeping central government interference minimum 

· Officials would not be seen as the agents of a remote central government that would be cheated by people shirking responsibility to the corruption and wasteful expenditure

· The fiscal health of local governments is important. Above all, it is an indication of the ability of local governments to provide adequate, uninterrupted services to their constituents. Therefore, regions have to give the full mandate to local governments on the revenues authority.

· Local governments need to have administrative autonomy through clearly set rules
· Local government should have the real functions on its civil service 

· Establish a clear separation of power between the executive (i.e., mayor) and legislative (i.e., council) bodies of local governments

· Assign necessary functions and mechanisms, and strengthen resources to elected local councilors to exercising their oversight functions

· Allow for citizens to demand public hearings on policy decisions and actions

· Establish citizen ombudsman office in local governments

· Strengthen local level public audit systems and make audit findings publicly available

· Strengthen public involvement in budgetary process through participatory budgeting practices
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