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Abstract 
Local government comes as an afterthought in federal design. 
It is not hence recognised in classic federation. A new trend has 
emerged, however, in which local government is given explicit 
constitutional recognition as an autonomous level of govern-
ment. This is especially the case in federations established af-
ter the Cold War. For instance, the South African Constitution 
recognizes local government as one of the three “spheres” of 
government with constitutionally defined powers and functions. 
The Nigerian Constitution of 1999 also provides for the estab-
lishment of “[t]he system of local government by democratically 
elected local government councils”.  This article examines the 
constitutional place, functional competences and source of reve-
nue of local government in Ethiopia. 

1. Introduction 

In federal systems, a constitution is a supremely important doc-
ument since it creates their different levels of government, de-
fines the latter’s organisational structure, and allocates powers 
and functions to them. A study of the local government system 
within a federation thus has to begin with an inquiry into its con-
stitutional status. Doing so is all the more necessary given that 
only two levels of government – that of the states and the federal 
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government – are mentioned in the constitutions of classic fed-
erations such as the United States, Canada and Australia. These 
constitutions hence do not even refer to local government, and it 
is left up to the states, through subnational constitutions or oth-
erwise, to determine its status, functions, and sources of revenue. 

A new trend has emerged, however, in which local government is 
given explicit constitutional recognition as an autonomous level 
of government. This is especially the case in federations estab-
lished after the Cold War. For instance, the South African Consti-
tution1 recognizes local government as one of the three “spheres” 
of government with constitutionally defined powers and func-
tions. The Nigerian Constitution of 1999 also provides for the 
establishment of “[t]he system of local government by democrat-
ically elected local government councils”.2

This raises three questions about Ethiopia’s constitutional frame-
work for local government:3

1.	 Does the Constitution of the Federal Democratic Republic of 
Ethiopia (FDRE) recognize local government as an autono-
mous level of government?

2.	 What functions and powers do subnational constitution pro-
vide to local government?

3.	 What sources of finance does local government have under 
subnational constitutions? 

Accordingly, this article begins with a discussion of how the FDRE 
Constitution of 1995 deals with local government, followed by a 
similar discussion of how subnational constitutions do so. It will 
examine the various types of local government that are provided 
for and their political and administrative structures.

1	 South Africa never calls itself a “federation”. However, scholars of federal-
ism, such as Ronald Watts and Nico Steytler, maintain that it exhibits many 
of the salient features of federalism even though the “F-words” (federalism, 
federation, and federal system) are missing from its constitution. Watts 
calls South Africa a “quasi-federal” state. 

2	  Section 7(1), Constitution of the Federal Republic of Nigeria (1999). 
3	 For this article, one of the two co-authors, Zemelak Ayele, has drawn on his 

previous work, in particular Ayele (2014) and Ayele & Fessha (2016).
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2. Local Government under the FDRE Constitution

The 1995 Constitution establishes Ethiopia on a federal basis, 
with nine states and a federal city at the periphery and a federal 
government at the center. It thus explicitly establishes two levels 
of government. It does not guarantee the establishment of a dem-
ocratically constituted autonomous local council in an explicit 
manner, as do the South African and Nigerian constitutions. How-
ever, it makes an implicit reference to local government under 
Article 39(3) and a passing reference to it under Article 50(4). 
Article 39(3), which recognizes the right to self-government of 
every ethnic community of the country, provides a constitutional 
framework for the establishment of what is termed “ethnic local 
government”, the purpose of which is the territorial accommoda-
tion of intra-state ethnic minorities. Intra-state minority ethnic 
communities are those communities that find themselves in the 
minority either in one of the five states that have a dominant eth-
nic community (Amhara, Tigray, Somali, Oromia and Afar), or in 
those that share one of the three states with other communities 
in which none of them is in the majority (Gambella, Benishan-
gul-Gumuz and the Southern Nations, Nationalities, and People’s 
Region, or SNNPR).4

The said provision empowers these communities to exercise the 
right to self-rule by establishing “institutions of government in 
the territory that [they] [inhabit]”. The Constitution thus autho-
rises these communities to exercise self-rule at sub-state level 
without, however, curtailing their rights to establish their own 
states if they so choose. 

Article 50(4) requires the states to establish what the Constitu-
tion refers to as “other administrative level[s]” and “lowest units 
of government”. While there is general agreement that these 
terms refer to regular, non-ethnic local government, there is little 
agreement as to whether this provision establishes an autono-
mous local government. The confusion arises from the Constitu-
tion’s use of the word “administrative”, which implies a decon-
centrated agent of the states. 

Nonetheless, careful examination of the provision and its drafting 
history leads one to the logical conclusion that the Constitution 

4	  The ninth state, Harari, is unique in that it is established for the Harari 
community, the minority in the state. 
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envisages a level of autonomous local government as opposed to 
a mere administrative structure. According to Fiseha (2007), the 
drafters of the Constitution debated whether or not local gov-
ernment should be constitutionally established as the third level 
of government. Some in the Constitutional Commission were of 
the view that the responsibility for creating local governments 
should be left to the states, while others insisted on ensuring the 
establishment of constitutionally entrenched autonomous local 
government. The compromise was that, in keeping with the dual 
federal system, local government would remain the competence 
of the regional states, without, however, “being merely be [an 
agent] of the state government but [instead having] some level of 
autonomy” (Fiseha, 2007, p. 341).

3. Local Government under State Constitutions 

A state (subnational) constitution is, as all constitutions are, “a 
set of rules” that is binding on all the political actors in a state 
and that defines the political and judicial institutions of the state 
and how they function (Marshfield, 2011, p. 1158).In general, a 
state constitution is held to be superior to ordinary state statutes. 
It is entrenched in the sense that it is (directly or indirectly) “en-
dorsed” by the relevant subnational community and that amend-
ing or revising it, in full or in part, is relatively difficult as doing so 
requires that a special procedure be followed (Marshfield, 2011, 
p. 1158). Furthermore, the constituent units of most federations 
are constitutionally empowered to endorse state constitutions, 
and many of them have indeed done so.5

The power of a state to adopt a state constitution symbolises that 
the people within it constitute a political community with “a de-
gree of political self-determination” and that the state is a “po-
litical unit” rather than a mere administrative unit (Marshfield, 
2011, p. 1169). State constitutions also serve as an institutional 
mechanism through which the states determine how they exer-

5	  Federations with subnational constitutions include “Argentina, Australia, 
Austria, Brazil, Germany, Malaysia, Mexico, Russia, South Africa, Sudan, 
Switzerland, the United States, and Venezuela. States in Canada have constitu-
tional statutes” (Dinan, 2008, p. 3). Aspiring federations such as the Solomon 
Islands, Yemen, and Libya are also seriously considering empowering states to 
adopt their own constitutions. Only a few federations, such as Belgium, Nigeria 
and India, stand as exceptions in this regard (Dinan, 2008).
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cise self-government. As an aspect of the exercise of their right 
to self-government, they use their constitutions to define their 
political and judicial organs and disperse political powers among 
different political institutions. States also use the constitutions 
to create local government systems and define their functional 
competences and sources of revenue. 

Like the states in most federations, those in Ethiopia have the 
power to adopt their own constitution. The nine states have ex-
ercised this power by adopting and revising their constitutions, 
thereby, among other things, defining the status, structure and 
powers of local government. Each of the nine states adopted its 
constitution in the same year the FDRE Constitution was adopt-
ed. However, the 1995 state constitutions did not comply with the 
FDRE Constitution’s prescription of establishing an autonomous 
local government since they treated the latter as an administra-
tive agent of the state. With federal and state government falling 
under a single ruling party, the Ethiopian People’s Revolutionary 
Democratic Front (EPRDF), the fact that the state constitutions 
were unconstitutional in this regard did not result in inter-gov-
ernmental disputes, nor prompt any judicial review. 

In the early 2000s, the nine states revised their constitutions for 
the principal reason of reorganising their local government sys-
tems. This initiative came not from the states, though, but from 
the federal government when it adopted policies that necessitat-
ed empowerment of local government. The federal government’s 
Plan for Poverty Reduction and Sustainable Development aimed 
at reducing extreme poverty in the country through the provision 
of public services such as drinking water, health services, prima-
ry education, and the like. The policy assumed that local govern-
ment would play a pivotal role in achieving poverty reduction. 
This in turn required redesigning local government to fit these 
policy objectives, which consequently led to the revision of state 
constitutions in order to devolve certain functional competences 
and sources of revenue to local government. 

The Amhara, Oromia, SNNPR, and Tigray regional states revised 
their constitutions in 2001, followed a year later by the Gambel-
la, Benishangul-Gumuz, Afar, and Somali regional states (Tegene, 
2007, p. 2). With the revision of the regional constitutions, vari-
ous types and tiers of local government were created. Five of the 
nine regional states established ethnic local government units, 
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while all of them established regular local governments. 

The ethnic local governments take the form either of nationality 
zones (special zones) or liyu-woredas (special districts). These 
are the same in virtually in all respects, except that they differ in 
the size of the territorial area they cover.6 A nationality zone or 
a liyu-woreda is not only an autonomous local-level government: 
should the relevant ethnic communities so choose, it may also se-
cede from the region in which it is located and become a separate 
state.7

What is referred to here as a regular local government is com-
prised of rural woredas and city administrations. The woreda is 
the most important unit of the regular local government. The cri-
teria for establishing a woreda are unclear, as the regional con-
stitutions are silent on the issue. In general, a woreda is estab-
lished in an area inhabited by about 100,000 people, even though 
woredas have been established in areas with significantly smaller 
populations.8

No official figure exists on the number of woredas in the coun-
try, Ayenew Berhanu’s (2017) study estimates it as 800. There 
are 925 urban areas where some form of urban local govern-
ment or administrative structure has been established. Most of 
these are municipalities, which serve as the administrative struc-
tures of woredas and provide residents with municipal (that is, 
urban-specific) services, such as ambulance services, sanitation 
and firefighting; the rest are autonomous cities.

Addis Ababa and Dire Dawa are autonomous federal cities fall-
ing outside the political jurisdiction of a state. Addis Ababa is the 
capital of Ethiopia and the seat of the federal government, while 
Dire Dawa, a city located in the eastern part of the country close 
6	  Nationality zones are established for a regional ethnic minority group oc-

cupying a territorial area covering two or more woredas (districts), while a 
liyu-woreda is simply a woreda in terms of territorial area and population 
size, except that it is demarcated along the territorial settlement structure 
of the ethnic community for whom it is established.

7	  Article 47(2) of the FDRE Constitution (1995) recognizes the right to se-
cession from a region. It provides that ethnic communities within the exist-
ing regions have the right to establish their own regional state. In 2018, six 
nationality zone councils in the SNNPR resolved to secede from the state; 
what remains is to hold referenda to determine whether the relevant com-
munities support the resolution. 

8	 For more on the making and unmaking of woredas, see Berhanu (2017).
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to the Ethio-Djibouti border, is the second-largest city in Ethio-
pia. On account of their unique position, the two cities have been 
established as autonomous federal cities. Each is governed by a 
charter enacted by Parliament9 and providing for the structural 
organisation, powers, and functions of its own government, with 
ths local government in each case having a direct relationship 
with the federal government.10

Each woreda (including theliyuworedas) is divided into several 
kebeles. The kebele is also the second subdivision of the cities, 
except in Addis Ababa, where the kebeles have been renamed 
as, and given the status of, woredas.11 In general, a kebeleis es-
tablished in a territorial area inhabited by about 5,000 or more 
people. A kebele is not an autonomous local government but an 
administrative subdivision of the woredaor city within which it 
is found. 

4. Governance and Administrative Structures of Local 
Government

The nationality zones, liyuworedas, woredas and city adminis-
trations each have a representative council, an executive council, 
and several sectoral offices.12 The local councils are composed of 
elected representatives. In the SNNPR, members of a nationality 
zone council are directly elected, while in Amhara, Gambella and 
Benishangul-Gumuz states they are only indirectly elected.13

The executive council (also known as a cabinet) of a woreda, liyu-
woreda, or nationality zone is composed of a chief administrator 
and the heads of the various executive organs of the respective 
9	  FDRE Proclamation 361 (2003) and FDRE Proclamation 416 (2004).
10	  Article 49(3), FDRE Constitution (1995).
11	  See Addis Ababa City Proclamation 15 (2009).
12	  The discussions in this section are based on an overview of eight regional 

constitutions and several proclamations.
13	  A portion of the seats in a nationality zone council are occupied by mem-

bers indirectly elected by and from woreda councils within the nationality 
zone. The remainder of the seats are held by members of a regional council 
who are elected from woredas within the relevant nationality zone. In the 
SNNPR, a portion of the seats in a nationality zone council are held by di-
rectly elected members, while the rest are held by members of the regional 
council who are elected from within the nationality zone. Article 81(1), SN-
NPR Constitution (2001).
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local unit. The chief administrator, who is elected by and from 
among the members of the woreda, liyu-woreda or the nationali-
ty zone council, chairs the executive council of the relevant local 
unit. A mayoral committee, which is composed of a mayor and 
heads of the executive organs of a city, serves as the highest ex-
ecutive organ of the city. A mayor is elected by and from among 
members of a city council when the majority party nominates a 
candidate for the position. In Oromia, a mayor is appointed by the 
Regional President.14

The administration of woredas, liyu-woredas and nationality 
zones is undertaken by sectoral offices. Furthermore, the admin-
istration of a city with regard to its state functions is undertaken 
by sectoral offices; the administration of a city with respect to its 
municipal functions is carried out by a city manager – who is a 
professional employee of the city – and other municipal organs, 
which are organised by him or her. 

5. Local Government Powers and Functions

The articles on the specific case studies will provide the func-
tional competences and powers of woredas and city administra-
tions in each of the four states under consideration. The FDRE 
Constitution does not allocate functional competences to local 
government, since the division of powers under it is restricted 
to that between federal and regional states.15 However, the state 
constitutions do not clarify the competences of woredas either. 
They simply provide that woredas can plan and implement their 
own “economic development and social services”, without defin-
ing the relevant functions. In practice, woredas exercise some or 
all of the functional competences listed in Table 1 below. 

14	  Article 2(6), Oromia State Proclamation 116 (2006).
15	Articles 51 and 52.
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Table 1: Functions that Woredas Perform in Practice 

•	 Providing primary and secondary education (Grades 
1-10)

o	 Adult education

o	 Printing and distributing primary school 
textbooks 

o	 Administering primary school 
•	 Implementing health extension services

o	 Constructing and administering health sta-
tions and health posts 

o	 Administering clinics
o	 Controlling and preventing HIV/AIDS and 

malaria
•	 Constructing wells
•	 Supplying drinking water to municipalities
•	 Planning and implementing agricultural and pastoral 

development 
o	 Implementing agriculture extension pack-

ages
o	 Constructing and administering small-scale 

indigenous irrigation
•	 Administering rural land use and other natural re-

sources
•	 Constructing rural roads connecting kebeles
•	 Implementing state functions in municipalities with-

in a woreda
Source: Garcia &Rajkumar (2008) 

The functional competences of cities, including the federal cit-
ies, are categorised into “state functions” and “municipal func-
tions”.16 State functions are those considered “areas of interven-
tion” for poverty reduction in the Sustainable Poverty Reduction 
and Development Program (SDPRP) and Plan for Accelerated 
16	  The proclamations establishing cities do not classify cities’ functions into 

state and municipal functions. The proclamations contain a list of what they 
expressly refer to as municipal functions. The non-municipal functions are 
referred to as “state functions” in non-legislative policy documents. 
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and Sustainable Development to End Poverty (PASDEP) and are 
also related to the Millennium Development Goals (MDGs). These 
include primary education, health care, drinking water, and ag-
riculture. The municipal functions include cultural centers; rec-
reational centers; youth centers; museums; housing; sewerage; 
streets; street lighting; land administration; solid waste; fire-
fighting; nurseries, care centers (for the elderly, persons with 
disabilities, and orphaned and abandoned children); pollution 
control; abattoirs; parks; markets; sanitation; liquor licences; 
and ambulance services.

The regional cities have the authority to exercise state as well as 
municipal functions. They also deal with other economic matters, 
such as micro- and small-scale enterprises; the registration and 
supervision of commercial activities; issuing trade licenses; and 
expanding urban transport infrastructure. A municipality is lim-
ited to exercising only municipal functions. The state functions 
are carried out by woredas within whose jurisdiction the munic-
ipality is found.

Since they are not within the jurisdiction of a regional state, Ad-
dis Ababa and Dire Dawa may be assumed to have certain com-
petences on matters that are reserved as state functions under 
Article 52 of the Constitution. This does not mean, however, that 
these cities can trace their competences directly from the Consti-
tution. Each derives its authority from its charter. Nevertheless, 
these charters themselves do not contain clear lists of functional 
competences. Like the regional constitutions, they contain gen-
eral provisions that authorise the cities to formulate policies and 
design plans for their social and economic affairs.17

6. Local Government Revenue 

Local governments’ sources of revenue may be divided into inter-
nal and external sources.

6.1 Internal Sources of Revenue 

The state constitutions (not to mention the federal one) do not 
allocate internal sources of revenue to local government. Instead, 
17	  Article 11(2)(a) and (b), FDRE Proclamation 361 (2003); Article 9(2), 

FDRE Proclamation 416.



Ethiopian Journal of Federal Studies (EJFS) Vol 4, N
o 1 

35
Zem

elak Ayele &
 Solom

on N
igussie

under the state constitutions, woredas are mandated to assess 
and collect – without the power to determine the rate of – certain 
state taxes, such as rural land-use fees and agricultural income 
tax. The states retain the power to determine the rate of these 
taxes. Woredas collect these taxes on the regional states’ behalf. 
As a rule, woredas are required to transfer to the regional gov-
ernment a certain portion of the revenue they collect from these 
taxes (Garcia & Rajkumar, 2008, p. 66), even though in practice 
the regional states allow them to retain the revenue. 

The state constitutions authorise woredas to identify and utilize 
sources of revenue that the states are not utilizing, but it is un-
clear what this means. Certainly, this cannot mean that a woreda 
may use undesignated taxes, since an undesignated tax becomes 
either a federal, regional, or concurrent tax when so decided in 
a joint session of the two federal houses.18 This is of no use if it 
means woredas can impose state taxes that the latter has not im-
posed, since the states are collecting revenue from all state taxes 
(Negussie, 2006, p. 145). 

As the case studies will show, woredas in different states raise rev-
enue from different sources. In general, woredas collect income 
taxes from their employees and from employees of enterprises 
that are licensed by the woreda, in addition to collecting certain 
taxes from small traders and traditional minors.19 They collect 
user fees from libraries, clinics and community halls; license fees 
from irrigation schemes and water wells; and fees for the regis-
tration of births, deaths, marriages and divorces.20 Cities collect 
their internal revenue from urban land lease fees, land-use fees, 
municipal service fees.21 The latter include: “market fees, sani-
tary service, slaughterhouses, fire brigade services, mortuary and 
burial services, registration of birth and marriage, building plan 
approval, property registration and surveying, and use of munic-
ipal equipment, transport or employees” (Yilmaz &Venugopal, 
2008, p. 21). Revenue collected from municipal service charges 
is, as a rule, reserved to finance only the municipal functions of 
18	  Article 99, FDRE Constitution (1995).
19	  Article 88, BGRS Proclamation 86 (2010) ; Article 39, TGR Proclamation 

99 (2006).
20	  The Benishangul-Gumuz and Tigray states have enacted proclamations to 

devolve these sources of revenue formally to woredas. See Article 89, BGRS 
Proclamation 86 (2010) ; Article 39, TGR Proclamation 99 (2006). Seealso 
Yilmaz &Venugopal (2008).

21	  For more on this, seeAyele (2014).



Ethiopian Journal of Federal Studies (EJFS)
36

The Constitutional and Legislative Fram
ew

ork for Local Governm
ent in Ethiopia

a city, not its state functions (Werner & Nguyen-Thanh, 2007). 
However, cities are often required to redirect revenue generated 
from municipal service to finance their state functions, which are 
generally underfunded (Werner & Nguyen-Thanh, 2007). 

Woredas and cities collect revenue from sources other than taxes 
and grants. In some regions they are allowed to collect revenue 
from the sale of movable and immovable properties (other than 
land) under their ownership as well as of building materials such 
as sand, stones and wood.22 Cities are also authorised to receive 
income from certain business activities, including public enter-
prises under their ownership. They are legally authorised, too, 
to engage in other income-generating activities by entering into 
contracts and, for instance, investing monies.23

In addition, woredas receive financial assistance from donors that 
either provide direct budgetary support or finance specific proj-
ects.24 It is widely reported that woredas and kebeles often take 
contributions in kind, in cash, or in labour from local residents 
for building schools, roads, markets, health posts, and the like 
(Yilmaz &Venugopal, 2010, p. 17). Kebele- and sub-kebele-level 
institutions play an important role in mobilising the local com-
munity for development-related activities. However, the collec-
tion of public contributions does not seem well regulated, nor 
are the contributions well “quantified” and “documented”; as a 
result, it is hard to assess community contribution to local devel-
opment. There are also reports that communities are pressurised 
into contributing (Yilmaz &Venugopal, 2010, p. 17).

Addis Ababa and Dire Dawa garner revenue by imposing income 
22	  Article 90, BGRS Proclamation 86 (2010) ; Article 41, TRS Proclamation 99 

(2006).
23	  Article 53, FDRE Proclamation 361 (2003) ; Article 45, FDRE Proclamation 

416 (2004).
24	  After the 2005 national elections, many donors ceased assisting the federal 

government with direct budgetary support. However, with a view to ensuring 
the continuation of basic service delivery, more than 12 donors, along with the 
World Bank, designed a Protection of Basic Services (PBS) project. The aim 
was to provide direct budgetary assistance to regional and local government 
(as opposed to the federal government) to ensure delivery of “basic services” 
and support the country in meeting the MDGs. Furthermore, donors finance 
various projects in different regions. For instance, some 18 cities in the Amha-
ra, Oromia, SNNPR and Tigray regional states have donor-funded Municipal 
Infrastructure Investment Plans that address infrastructural needs such as water, 
roads, drainage, sanitation and solid waste management.
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tax on their employees and on income earned from urban agricul-
tural activities, as well as by collecting profit, excise and turnover 
taxes on individual traders working in the cities. They also collect 
revenue in the form of urban land-lease and -use fees, proper-
ty rates, capital gains tax on properties in the city, stamp duties, 
user charges from vehicles in the city, and services charges on 
municipal services. Addis Ababa covers close to 97 percent of its 
expenditure from internal revenue, and receives no block grant 
from the federal government (Garcia &Rajkumar, 2008). 

6.2 External sources of revenue 

Local governments’ external sources of revenue include the con-
ditional and unconditional grants they receive from the states. 
Unconditional or block grants are woredas’ main source of rev-
enue, covering the lion’s share of their budgets (Garcia &Rajku-
mar, 2008). These grants cover the woreda’s recurrent and capi-
tal expenditure for education, health care, agricultural extension 
services, rural roads, and so on (Yilmaz &Venugopal, 2010, p. 22).
Block grants cover a significant portion of the woreda’s annual 
budget – as much as 86 percent of it. In terms of grant transfers, 
cities are not treated in the same manner as woredas despite 
having the same status. In most cases, cities receive condition-
al grants meant to finance the recurrent costs of the cities’ state 
functions; the exception is the SNNPR, where cities receive for-
mula-based block grants (Garcia &Rajkumar, 2008, p. 24).

Moreover, the municipal functions of cities and municipalities are 
expected to be covered fully by the city or municipality’s internal 
revenue. Therefore, cities do not receive grants for their munici-
pal functions; instead, they are required to administer and record 
municipal revenue separately from their revenue for state func-
tions (Werner and Nguyen-Thanh, 2007, p. 16; Tegene&Berhanu, 
2007, p. 32).

Special-purpose grants (SPG) are additional sources of revenue 
for woredas. Donors or the federal government finance specific 
projects of the woredas through SPGs. Federal government pro-
grammes – including a food-security programme, productive 
safety-net programme, public service capacity-building pro-
gramme (PSCAB), road fund, and HIV/AIDS programme – are 
budgeted for and funded by the federal government, then exe-
cuted by regional governments together with local government. 
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For the purpose of executing these programmes, the federal gov-
ernment transfers SPGs to regional governments which, in turn, 
transfer them to local government. More than half of what wore-
das receive through SPGs is allocated for food-security-related 
programmes, including agricultural extension and resettlement 
programmes (Garcia & Rajkumar, 2008, p. 38).

The federal government also finances specific, nationally rele-
vant projects undertaken in Addis Ababa and Dire Dawa.25 It may 
assist these two federal cities financially to enable them to dis-
charge their responsibilities.26

With respect to borrowing, Addis Ababa and Dire Dawa are au-
thorised to take short- and long-term loans from domestic sourc-
es with the authorisation of the federal government.27 They may 
directly borrow or sell bonds,28 provided it does not endanger 
delivery of basic services.29 Furthermore, the Addis Ababa city 
government may request that the federal government borrow 
money from international sources on its behalf.30

Woredas and non-federal cities do not seem to have the power 
to borrow, even though state constitutions are silent on the mat-
ter. This is so because under the FDRE constitution, the states, 
along with the woredas and cities under them, may borrow from 
domestic sources only when so authorised by the federal govern-
ment. The states thus cannot authorise woredas to borrow. Even 
if they could, their authorisation alone would certainly not suf-
fice. In any case, few financial institutions regard woredas and cit-
ies as creditworthy, and extend loans to them only if guaranteed 
by either the federal or regional state.31

25	  Article 46(1), FDRE Proclamation 416 (2004) ; Article 55(1), FDRE Procla-
mation 321 (2003).

26	  Article 46(1), FDRE Proclamation 416 (2004) ; Article 55(1), FDRE Procla-
mation 321 (2003).

27	  Article 46(1), FDRE Proclamation 416 (2004) ; Article 55(1), FDRE Procla-
mation 321 (2003).

28	  Article 46(1), FDRE Proclamation 416 (2004) ; Article 55(1), FDRE Procla-
mation 321 (2003).

29	  Article 46(1), FDRE Proclamation 416 (2004) ; Article 55(1), FDRE Procla-
mation 321 (2003).

30	  Article 54(3), FDRE Proclamation 361 (2003).
31	Article 54(3), FDRE Proclamation 361 (2003).
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7. Conclusion

Under Ethiopia’s dual federal system, local government is the 
competence of the regional states. The regional states are, how-
ever, enjoined to establish one or both of the ethnic and the reg-
ular local governments. The two categories of local government 
are meant to serve two different purposes. The ethnic local gov-
ernment is supposed to accommodate regional ethnic minority 
communities, while the regular local government is intended to 
be developmental. The Constitution envisages both categories of 
local government as autonomous.

The nine state constitutions elaborately define the organisational 
structure of ethnic local governments (nationality zones and li-
yu-woredas) and regular local governments (cities and woredas). 
However, the state constitutions leave undefined the functional 
competences and sources of revenue of woredas and cities. As the 
case studies will show, this negatively impacts on the develop-
mental functions of local government. 
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