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Although nominal spending on water supply is increasing, the gap between nominal and real
expenditure is widening due to high inflation. In 2020/21, nominal and real expenditure on
water supply were ETB 4.3 billion and ETB 1.4 billion, respectively. The share of spending on
water supply has also declined, from 5.1 per cent in 2012/13 to 4.4 per cent in 2020/21.

Recommendation: The regional government should prioritise increased spending on water to ensure
increased access to clean water supplies in the region.

Water supply spending is predominantly capital, with most of the construction spending carried
out at the regional bureau level. Woredas (districts) manage a smaller share of the expenditure,
which is mainly spent on recurrent costs dominated by salaries.

Recommendation: The Water Policy states that woredas should be responsible for water supply
construction, hence the regional government should decentralise this task by capacitating woredas so
that they are able to build and maintain water supply infrastructure and take on their full mandate of
water sector development.

On average, the capital budget credibility is lower than recurrent budget credibility. Delays in
procurement processes, a shortage of foreign currency to get required inputs for projects, and
instability and conflict in project implementation areas, are some of the reasons for the under-
utilisation of capital budgets.

Recommendation: The regional water and energy bureau should pay due attention to improving capital
budget utilisation.

Programme-based budgeting is not yet rolled out in Oromia region, making it difficult to do
disaggregated budget and expenditure analysis for water, sanitation and hygiene (WASH),
thereby limiting this analysis to water supply only. With the delivery of WASH managed by
multiple regional bureaus that use line-item budgeting, it is very difficult to identify the total
WASH expenditure in the region.

Recommendation: Programme-based budgeting should be in place to identify and track budget and
expenditure for WASH spending in Oromia region.

A high proportion of donor funds directed to water supply through various programmes are off-
budget and therefore not easy to accurately quantify.

Recommendation: There is a need to shift off-budget financing of the water supply to on-budget
records to better plan, execute and monitor how much is being spent on water supply services. There
is also a need for the government to put in place a system for systematically documenting off-budget
contributions from development partners.
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1. INTRODUCTION

Water sector overview

As water, sanitation, and hygiene (WASH) is
a cross-cutting sector, the delivery of WASH
services is not managed by a single bureau
in Oromia region. \While the OromiaWater and
Energy Bureau is mainly responsible for water
supply,’ the bureaus responsible for health
and education, as well as the municipalities
of cities in the region, are also assigned with
mandates regarding hygiene and sanitation.?
Since programme-based budgeting has not yet
been rolled out in Oromia region, and instead
line-item budgeting is being practiced, identifying
sanitation and hygiene-related expenditure in
the respective bureaus’ budget lines is very
challenging. Accordingly, the expenditure analysis
section of this expenditure analysis focuses
exclusively on water supply-related expenditure
from the Oromia Water and Energy Bureau.

In Oromia regional state, the supply of
drinking water is the mandate of the regional
Water and Energy Bureau. The energy section
within the bureau deals with mainly renewable
energy (solar energy, biogas, cook stoves) and
manages the off-grid component of electricity
supply (access management and facilitation for
universal access to electricity), while the water
supply component mainly works on source
identification, drilling, design, construction,
post-construction administration and water
scheme management. The bureau also
coordinates and manages WASH programmes,
including the sanitation component, which
mainly involves the construction of sanitation
facilities and services in towns.

Although the proportion of the population
with access to drinking water in the region
has improved in the past decade, 37 per

cent of the region’s population still has no
access to clean drinking water. Around 63
per cent of households in Oromia region have
access to clean drinking water, while only 17
per cent of households are connected to piped
water.? Access to drinking water in the region is
slightly lower than the national average of 65 per
cent (Table 1). There is a significant difference in
access to improved drinking water between rural
and urban households. According to the 2016
EDHS data, about 57 per cent of the country’s
rural households had access to clean drinking
water, while the level of access was 97 per
cent for urban households. Even if the regional
government and development partners have
made efforts to implement projects to ensure
the sustainability of water supply, access to clean
water is still a critical concern in the region.

Only 5.6 per cent of households in Oromia
regional state have access to improved
sanitation facilities, slightly less than the
national average of 6.3 per cent (Table
1). Between 2005 and 2016, the proportion
of households in the region with access to
improved sanitation facilities saw no marked
improvement. The divide between rural and
urban households in terms of access to
improved sanitation facilities is very wide: 16
per cent of households in urban areas and a
mere 4 per cent of households in rural areas.
According to the EDHS data, 51.1 per cent of
households in the region have handwashing
facilities, which is lower than the national
average of 60 per cent. The low level of access
to drinking water and handwashing facilities
in households, as well as the even lower level
of households with improved sanitation, are
serious challenges in the region.

"Water supply is defined as the provision of water by public utilities, commercial organizations, communities, or individuals.
Public supply is usually via a system of pipes and pumps. In order to sustain human life satisfactorily, a water supply should be
safe, adequate and accessible to all (Ethiopian One WASH National Programme, 2016).

2 Sanitation refers to the prevention of human contact with wastes but is also used to mean the provision of facilities and services
for the safe disposal of human urine and faeces. Sanitation can be further classified as basic or improved sanitation (Ethiopian

One Wash National Programme, 2016).

3 Ethiopia DHS 2016. Central Statistical Agency/CSA/Ethiopia and ICF. 2016. Ethiopia Demographic and Health Survey 2016. Addis

Ababa, Ethiopia, and Rockville, Maryland, USA: CSA and ICF
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Table 1. Trends in improved drinking water sources, sanitation facilities and handwashing places

Households using improved drinking water source

Households with improved sanitation

Households with handwashing facilities

Sources: EDHS 2005 and EDHS 2016

Most schools and health facilities in the
region do not have adequateWASH facilities,
such as drinking water, handwashing
facilities, and improved toilets. For instance,
in 2020/21, 62 per cent of primary schools and
32 per cent of secondary schools did not have
adequate drinking water services in Oromia
region, while 38 per cent and 90 per cent of
health centres and health posts, respectively,
did not have drinking water services. Lack of
access to adequate and reliable water and
sanitation facilities limits the functionality of
schools and health facilities. The provision of
WASH in schools and health facilities is not
the mandate of the regional water and energy
bureau; rather, the mandates belong to the
regional bureau of education and regional
bureau of health, respectively. Institutional
WASH in education and health are discussed
in further detail in the respective Education
and Health sector expenditure analyses,
respectively.

The regional water and energy bureau also
supports other sector bureaus, such as the
health bureau, in providing sanitation facilities
and water supply to health institutions, as well
as hygiene services for the poor within the
region. According to key informant interviews
with personnel from the regional water and
energy bureau, the bureau has designed and
implemented different strategies to enhance
WASH services in the region. This includes
working with development partners to secure

Oromia
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Oromia
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Oromia

National

60.6 62.8
61.4 64.8
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6.8 6.3
= 51.1
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additional funds; regular supervision and follow-
up of projects to ensure proper implementation;
and providing capacity-building training for
regional- and woreda-level experts to improve
efficiency and timely delivery of projects.
Despite these continuous efforts by the
government and development partners, VWWASH
service coverage in schools and health facilities
is very low and much remains to be done.

Increased investment in WASH is critical to
improving health and nutrition outcomes for
children in the region. Deprivations in housing
and sanitation are the largest contributors to
multi-dimensional child deprivation in Oromia.
The rates of deprivation of water and sanitation
are 59.1 per cent and 94 per cent, respectively”.
Oromia has one of the highest regional
deprivation rates for sanitation. Poor hygiene
and lack of access to a clean water supply and
sanitation services cause an estimated 50 per
cent of the undernutrition burden.® Moreover,
open defecation often leads to faecal-oral
diseases, such as diarrhoea, which is one of the
leading causes of child mortality in Ethiopia. The
World Health Organization (WHQO) estimates
that for every US$1 invested in sanitation there
is a nearly six-fold return, as measured by lower
health costs, increased productivity, and fewer
premature deaths.® Hence, investing in WASH
services is imperative to ensure that the health
outcomes of women and children are improved
in the region.

4 UNICEF Ethiopia (2019). Situation Analysis of Children and Women: Oromia Region

5 https://www.unicef.org/ethiopia/water-sanitation-and-hygiene-wash
5 https://www.who.int/mediacentre/news/releases/2004/pr28/en/
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Key takeaways

The proportion of the population in the region with access to drinking water is 63
per cent, slightly less than the national average of 65 per cent. Access to improved
sanitation facilities is also very low, at 5.6 per cent. As lack of access to drinking water
and improved sanitation are critical problems for households, the regional government

Most schools and health facilities in the region do not have adequate VWWASH facilities,
which limits the functionality of schools and health facilities. Availability of WASH in
service delivery facilities should be given due attention not only by the bureau of water

|

should give adequate attention to these issues.
|

but also health and education bureaus.
|

As increased investment in WASH is critical to improving education, health and
nutritional outcomes, the regional government should continue to work with
development partners and strengthen the coordination between the different bureaus
engaged in the provision of WASH services to improve service delivery in the region.

2.PUBLIC EXPENDITURE FORWATER SUPPLY IN OROMIA

REGION

In addition to spending from the state
budget, water supply has a large donor
financing through various channels. “One
WASH" is the one and only sector programme
(equivalent, for example, to the Education
Sector Development Programme (ESDP) in the
education sector). One WASH is financed via
the state budget allocation, through a donor
pooled fund called the Consolidated WASH
Account (CWA), other bilateral and multilateral
sources, NGOs and private citizen funding, all
of which contribute to fulfilling the One WASH
sector plan. Apart from the state budget and
CWA, the funds that flow from these financial
sources are mostly off-budget and not directly
reflected in the government's state budget
accounting system, the Integrated Budget
and Expenditure System (IBEX). The overall
water supply coordination and management,

as well as the administration of funds coming
from donors and development partners, is the
responsibility of the water and energy bureau.

WASH funding from development partners
through the programmes is allocated to the
various sectors by the regional finance bureau:
currently, 67 per cent for water supply (regional
water and energy bureau), 17 per cent for
health (regional health bureau), 10 per cent for
education (regional education bureau), and 1
per cent for facilitation by the regional bureau
of finance.” NGOs" WASH contribution to the
region is estimated to be around 5 per cent,
which is also off-budget.

As regions do not have programme-
based budgeting, it is difficult to identify
government-financed water supply
expenditure from the expenditure lines
of the regional water and energy bureau.

7 Information gathered during an interview held by the Ethiopian Economics Association with the planning director of Oromia’s bureau of water

and energy.
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To estimate the share of water supply
expenditure from the total water and energy
expenditure, we followed an apportioning
method. According to the estimation provided
by the Planning Director of the Oromia Water
and Energy Bureau, of the total budget
allocated to the bureau, about 85 per cent at
the time of data collection goes to the water
supply component, with only about 15 per cent
allocated to the energy component. Hence,
the discussion in this section is informed by
the assumption that water supply takes 85 per
cent of the region’s water supply and energy
expenditure. It should be noted that the water
supply component that is financed by the
government is only a portion of funding for
the sector. Accordingly, the analysis here does
not consider off-budget expenditure that is
financed by donors and development partners,
NGOs and private citizens through various
WASH programmes.

Trends in water supply spending

Nominal expenditure for water supply
increased from ETB 1.1 billion in 2012/13 to
ETB 4.3 billion in 2020/21 (Figure 1). This is a
fourfold increment in nominal terms. However,
the increment in real terms is much lower, at
75 per cent. The gap between the nominal
and real values has continued to widen due
to inflationary pressure in recent years, which
has been exacerbated by the significant
depreciation of the Birr, continually reducing the
region’s capacity to undertake imported capital-
intensive investments in the water sector. A
similar trend is observed in per capita spending:
nominal per capita spending was ETB 112
(US$2.9)° in 2020/21 (Figure 2), rising more than
three-fold since 2012/13; real per capita spending
rose by less than 45 per cent over the same
period. As the region is faced with serious water
supply issues, spending on water supply needs
to increase to meet the growing demand of the
population in the region.

Figure 1. Nominal and real spending on water supply (ETB billion)
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—®— Nominal expenditure

Real expenditure

Source: Oromia Regional Plan and Development Commission (2012/13-2020/21)

8 Due to lack of disaggregated data, this is a subjective estimation that cannot be backed by official data.

9 Average exchange rate for 2020/21: US$1= ETB 39.
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Figure 2. Nominal and real per capita spending on water supply (ETB)
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The share of spending on water supply
from the total regional expenditure was 4.4
per cent in 2020/21. The share had a declining
trend between 2015/16 and 2018/19 and slightly
recovered after 2019/20. Since Oromia is one
of the regions with low access to drinking

Figure 3. Share of spending on water supply
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water, the share of spending on water should
increase to make the required investment for
increased access. The regional government
should prioritise water supply as one of its
major investments for improved coverage and
quality of water supply services in the region.
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Source: Oromia Regional Plan and Developoment Commission (2012/13-2020/21)
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Key takeaways

m Although spending on the water supply is increasing, the gap between the nominal
and real expenditure is widening due to high inflation. Ethiopia’s currency depreciation
is also adversely affecting the value of capital investments in the water sector.

m The share of spending on water supply has also declined. The regional government
should prioritise increased spending on water supply to ensure improved access to

water supply in the region.

Composition of water supply spending

Capital spending dominates the region’s
water supply spending. On average, around
74 per cent of the region's water supply
spending was allocated for capital spending.
The higher share of capital spending is mainly
because water supply expenses are directed
towards water source identification, drilling,
design, and construction of water schemes,
which are capital expenditure by their very
nature. Once water schemes are constructed,
the day-to-day management, which includes

post-construction administration and water
scheme management, are the responsibilities
of the community. The recurrent costs are
mainly taken up by salary costs for bureau
and woreda-level staff. The share of capital
spending has been increasing consistently
over recent years. The construction of water
schemes has become a priority for the region,
requiring increased investment. The share of
capital spending was the highest in 2020/21,
at 85 per cent.

Figure 4. Share of capital and recurrent water supply spending
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Water supply expenditure and fiscal decentralisation

Regional bureau-level spending on water
supply attracts a higher share of total
spending. The share of expenditure spent
by the regional bureau was 77 per cent on
average between 2012/13 and 2020/21 and
has increased in recent years, reaching 89 per
centin 2020/21. This is a reflection of increased
investment in large-scale projects to improve
access to water. The regional bureau is usually
delegated with the construction of large-scale
water projects that require higher investment,
while woredas invest in and manage small-
scale water supply projects due to low
capacity at the woreda level. This has resulted

in a higher share of spending at the regional
bureau. However, the \Water Policy states that
woredas should be responsible for water supply
construction, hence the regional government
should decentralise this task by capacitating
woredas to manage and administer larger
scale contracts so that woredas are able to
build and maintain water supply infrastructure
and take on their full mandate of water sector
development. Hence, in the future, it will be
important to see increased proportions of
water supply expenditure being administered
by zonal and woreda offices.

Figure 5. Proportion of regional bureau-level and woreda-level spending for the water sector
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The share of spending at the regional
bureau level is predominantly capital, while
woreda-level spending is mainly recurrent.
Thisis mainly because water spending managed
at the bureau level is mostly on large-scale
projects requiring high capital expenditure.
Of the relatively lower share of spending
that goes to the woreda administrations, on
average, 71 per cent is spent on recurrent
costs. The main component of this recurrent
expenditure is on staff salaries and operational
costs. Maintenance costs relating to drinking

water schemes are managed by community
water committees. Although the involvement
of communities in managing water schemes
is essential, the lack of resources to keep
the water schemes functional is a serious
challenge. The resource allocation at the
woreda level should be increased so that there
is sufficient allocation for operational costs to
maintain the water facilities, and to ensure that
water schemes are functional and serving the
community as intended.

Figure 6. Regional bureau-level and woreda-level capital versus recurrent spending
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Water supply budget credibility

The average water supply budget credibility
rate for the period between 2012/13 and
2020/21 is 81 per cent (Figure 7). Budget
credibility is measured as the proportion of
actual expenditure to budget approved at the
beginning of the fiscal year. The trend for the
total water budget credibility rate indicates
there was underspend of the budget for all
the years except 2020/21. In 2020/21, there
was an overspend in the water sector budget,
since the water and energy bureau utilised
budget that was underspent by other sectors
to finalise some water projects. The average

Expenditure Analysis for Oromia Regional State

budget credibility was 99 per cent for recurrent
budget, and 78 per cent for capital budget. The
recurrent budget is credible, as most recurrent
expenditure relates to salary expenses, which
are predictable. On the other hand, the capital
budget credibility is low, pulling down the overall
credibility, since water supply expenditure is
predominantly capital. Some of the reasons
for the underutilisation of capital budgets are
delays in procurement processes, the shortage
of foreign currency to get required inputs for
projects, and instability and conflict in project
implementation areas.



Figure 7 Regional Water budget credibility rate (per cent)
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Challenges

Although the provision of water supply
services has improved in the region in
the past decade, the regional water and
energy bureau faces various challenges in
extending coverage and providing services
to the required standard. Shortage of finance
is one of the reasons that the bureau faces
in increasing access to water supply in rural
and hard-to-reach areas in the region. This is
compounded by the inflationary pressure and
the steady depreciation of the Birr experienced
over the last few years. The regional water
and energy bureau has also mentioned the
challenge related to delays in budget release,

Key takeaways

m  Water supply spending is predominantly capital.
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which adversely impact budget execution.
Security and instability issues in some
parts of the region and the outbreak of the
recent COVID-19 pandemic were also critical
challenges that the bureau has faced in
delivering water supply services. Improving
hygiene awareness, mainly in rural areas,
demands that the regional bureau should
double its efforts. Finally, there needs to be
better coordination and collaboration between
regional sector bureaus working in areas of
WASH to ensure that water supply access will
translate into improved and efficient WWASH
service delivery.

Unlike the education and health

sectors, most of the spending is done at the regional bureau level, with woredas
managing a smaller share of the expenditure, mainly spent on recurrent costs.

m  On average, the capital budget credibility is lower than recurrent budget credibility.
Delays in procurement processes, the shortage of foreign currency to get required
inputs for projects, and instability and conflict in project implementation areas are
some of the reasons for the underutilisation of capital budgets.
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Key policy issues

1"

Within the regional bureau of water and energy, the expenditure classification
system lacks disaggregation. There is no disaggregated data to track expenditure for
water supply only. This is specifically the case for recurrent expenditure. The management
information system should be strengthened to increase access to and the availability of
such information with ease.

There is no systematic mechanism to measure off-budget water sector expenditure.
There is a need to shift off-budget financing of the water sector to on-budget records to
better plan, execute and monitor how much is being spent on water supply services.

While the water sector policy mandates woredas to build water supply infrastructure,
this is mainly being undertaken by the regional bureau of water and energy, partly
due to the lack of capacity at the woreda level. As water supply access would be
more effective through a decentralised mode of service delivery, the regional water and
energy bureau should play a more active role in capacitating woredas to take on their full
mandate of water sector development and manage larger contracts to enhance access
to water supply.

Expenditure Analysis for Oromia Regional State



| State Expenditure

Regiona

1a

Orom
on Water Supply 2012/13-2020/21

Annex 1

062°C

06%°LS

08L'€S

zl6'9z

0GGZL

€9Y'vh

c0z'6e

170’69

£v2'86

12/0z0e

G/8'C

[A4NAS

L6S'0Y

oLLZL

0607l

00zZ’LE

G866l

zL8'Ls

L6LLL

0z/6102

16SC

86Y'LE

6807

CTANG

06071

L9T'eT

L9L'LL

88G'GY

GGELS

61/8102

895°L

L69'6C

§9z'LE

[44°)A

956°LL

6L5'6lL

0616

ZGE0Y

£vS'6Y

81/L10C

€18c

670'9¢C

295'8e

198'6

Gl9's

9Lv'8L

vLE'TL

¥99'7€

6E0LY

L1/9102

689°C

L9GZL

95¢'0¢C

G8z'6

L1S'9

208'Gl

vL6'LL

780'v¢C

8G0'9¢

800¢

91/5102

8L9'L

65091

LL9LL

CLY'6

887%'G

096'7L

680°LL

LYS'LT

LE9'TE

S1/p102

180°L

98’0l

826'LL

066'8

ATA

A TA A}

L£0'0L

80L'GlL

08lL‘se

v1/eLoe

LZ8

888'8

606

6EL'8

g6l'e

€ee’ll

096'8

€80CL

€v0LT

€1/2102

aimipuadxa Af1aua pue sa)em [eydes |anaj-epalopg

aimipuadxa AB1aua pue Jajem JuaLInd3l [aA3|-BPAIOAN

aimjipuadxa AB1aua pue 1a)em [ana|-epalom el
aimipuadxa AB1aua pue 1ajem [eyides [anaj-neaing
aimipuadxa AB1aua pue 19)em JuaiIndal |3naj-neaing
aimipuadxa AB1aua pue 1ajem [ana|-neaing |ejo|
aimyipuadxa Abiaua pue 1a)em |epdea jeuol
aimipuadxa AB1aua pue 1a)em Juainaal jeuoifiay
aimipuadxa ABiaua pue 1a)em jeuoihial |eyo)

(g uorjjiw u1) axmypuadxa Abiaua pue 1a)em [euoifiay

aimyipuadxa jeydes |anaj-epaiopy
ain)ipuadxa Juaiinaal |ana|-epalopn
aimipuadxa |anaj-epalom |ejo]
aimipuadxa |eydeo janaj-neaing
aimipuadxa jualinaai |anaj-neaing
ainypuadxa |anaj-neainq jejo|
ainypuadxa jeydes jeuoifial jejo)
ainypuadxa juaninoai |euoibial jejo)
ainypuadxa jeuoifiai [ejo]

w u1) aimpuadxa |euoifiay

1eal [easy ueidoiyy

lepuajes uenobain

Source: Oromia Regional Plan and Development Commission (2012/13-2020/21)

12

Expenditure Analysis for Oromia Regional State



This budget brief analysing water supply public budget and expenditure of the
Oromia Regional State for the period 2012/13 to 2020/21 was produced through
a partnership between the Ethiopian Economics Association (EEA) and UNICEF
Ethiopia. Technical support and coordination from UNICEF Ethiopia was provided
by Fanaye Tadesse Techane ftechane@unicef.org and Zeleka Paulos zpaulos@unicef.
org. EEA is responsible for the data collection and accuracy of the information
presented. The main objective of this budget brief is to synthesize complex budget
and expenditure information so that it is easily understood by stakeholders, to
foster discourse, and to inform policy and financial decision-making processes of
the regional government. The analysis presents budget and expenditure that are
recorded on-budget by the Oromia Regional State.

For further information on social policy or the Oromia Regional State, contact:

Samson Muradzikwa Benny Krasniqi

Chief of Social Policy Chief Field Office, Oromia Field Office
UNICEF Ethiopia UNICEF Ethiopia
smuradzikwa@unicef.org bkrasniqi@unicef.org
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