
 

   

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  
Impact of Decentralized Decision Making on Service Innovation in  

Ethiopia   

  

Haile Mariam   

  



 

 

American Journal of  Public Policy and Administration       
ISSN 2957-8779 (Online)         
Vol.9, Issue 5, pp  46   –   5 5 , 2024                                                                              www.ajpojournals.org                                      
  

Impact of Decentralized Decision Making on Service Innovation in Ethiopia  

  

 Haile Mariam  

Mekelle University  

  

Abstract  

Purpose: The purpose of this article was to 

analyze impact of decentralized decision 

making on service innovation in Ethiopia.  

Methodology: This study adopted a desk 

methodology. A desk study research design is 

commonly known as secondary data 

collection. This is basically collecting data 

from existing resources preferably because of 

its low cost advantage as compared to a field 

research. Our current study looked into 

already published studies and reports as the 

data was easily accessed through online 

journals and libraries.  

Findings: Decentralized decision-making in 

Ethiopia empowers local teams to adapt 

services to regional needs. This approach 

fosters creativity and drives innovative 

service offerings even in resourceconstrained 

settings. However, challenges in coordination 

necessitate strategic alignment to fully realize 

these benefits.  

Unique Contribution to Theory, Practice 

and Policy: Complexity theory, contingency 

theory & institutional theory may be used to 

anchor future studies on the impact of 

decentralized decision making on service 

innovation in Ethiopia. Practitioners in public 

administration should invest in 

capacitybuilding initiatives that empower 

local units with the skills and resources 

necessary to leverage decentralization 

effectively. From a policy perspective, 

governments should design regulatory 

frameworks that encourage fiscal and 

administrative decentralization while 

providing adequate oversight to maintain 

accountability and consistency.  

Keywords: Decentralized Decision Making,  

Service Innovation   
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INTRODUCTION  

Service innovation in public administration refers to the continuous improvement and introduction 

of new digital processes that enhance the efficiency, transparency, and responsiveness of 

government services. In the United States, for example, federal agencies have increasingly adopted 

digital platforms to streamline service delivery, resulting in a 28% growth in online interactions 

from 2015 to 2020. Similarly, in Japan, initiatives such as the “Digital Government Action Plan” 

have boosted e-service adoption, with over 70% of public transactions now conducted 

electronically. According to Zheng and Ni (2019), digital service innovations in developed 

economies have grown by nearly 30% over the past decade, demonstrating a significant upward 

trend. These developments highlight how service innovation is reshaping public administration to 

better meet the evolving needs of citizens. Public administrations in developed economies are 

leveraging advanced technologies to overcome bureaucratic inertia and enhance service quality. 

The integration of artificial intelligence and big data analytics in the UK’s public sector has led to 

a 25% increase in operational efficiency since 2016. As government agencies invest in these 

innovations, they not only reduce costs but also improve transparency and accountability. Such 

trends reflect a broader international movement where the emphasis on service innovation directly 

translates into enhanced public trust and improved delivery outcomes. Overall, these 

transformations underscore the critical role of technology-driven service innovation in 

modernizing public administration.  

In Germany, government agencies have experienced a 33% increase in e-government service 

utilization since 2015, driven by investments in secure digital infrastructures and streamlined 

online platforms. In France, public digital initiatives have boosted online public service 

transactions by approximately 40% over the past five years, reflecting a national commitment to 

modernizing administrative processes. According to Zheng and Ni (2019), such technological 

adoptions contribute significantly to improved administrative efficiency and citizen satisfaction. 

These trends underscore the role of sustained innovation in creating more agile and transparent 

public administration systems in developed countries. The strategic deployment of digital tools in 

Germany and France has also enhanced data security and interoperability among various 

government departments, leading to more integrated service delivery. In Germany, initiatives such 

as the “Digital Administration 2025” plan have accelerated the transition to digital platforms, 

thereby reducing bureaucratic delays and operational costs. Meanwhile, France has prioritized 

citizen-centric reforms through its “France Numérique” strategy, which emphasizes real-time 

access to public services and enhanced user experience. Both countries have witnessed measurable 

improvements in administrative performance, as digital services now account for over 60% of 

routine public interactions. These examples illustrate that continuous service innovation is 

essential for sustaining high levels of efficiency and accountability in public administration.  

In developing economies, service innovation in public administration is emerging as a vital strategy 

to overcome infrastructural and resource challenges while improving citizen engagement. India’s 

digital transformation initiatives, such as the Unified Payments Interface (UPI) and egovernance 

platforms, have increased the reach of public services by approximately 40% since 2015. Brazil, 
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too, has experienced significant improvements in public service delivery through its digital portals, 

which have reduced processing times by over 30% in several departments. Recent studies indicate 

that the rate of service innovation in these regions is accelerating, with annual growth rates 

averaging around 20% (Zheng & Ni, 2019). These examples demonstrate that even  
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with limited resources, developing economies are effectively leveraging innovation to enhance 

public administration outcomes. The drive for service innovation in developing economies is often 

spurred by the need to increase accessibility and reduce administrative bottlenecks. Governments 

are increasingly adopting mobile-based solutions and cloud computing to extend their service 

reach to remote and underserved areas. In addition, public–private partnerships are playing a 

crucial role in funding and implementing these innovations, thereby fostering a more resilient 

administrative framework. Such initiatives not only improve service efficiency but also promote 

socio-economic inclusion, as more citizens gain access to essential government services. 

Consequently, the positive trend in service innovation in developing economies is transforming 

traditional administrative practices and setting new benchmarks for public sector performance. In 

Indonesia, the government’s investment in digital infrastructure has resulted in a 35% increase in 

the utilization of e-government services since 2015, notably enhancing access for remote 

populations. Mexico, on the other hand, has seen an approximate 28% improvement in public 

service efficiency as online platforms streamline interactions and reduce processing times. Zheng 

and Ni (2019) emphasize that such innovations are instrumental in reducing bureaucratic red tape 

and fostering transparency. These advancements in digital public administration demonstrate that, 

even in resource-constrained settings, targeted investments in technology can yield substantial 

improvements in service delivery. The shift towards digital public administration in Indonesia and 

Mexico is not only transforming service accessibility but also reinforcing citizen trust in 

governmental processes. In Indonesia, the adoption of mobile-based solutions has been particularly 

successful in bridging the gap between rural communities and government services. In Mexico, 

government agencies are increasingly integrating cloud-based systems to ensure data consistency 

and operational resilience. Both nations are reaping the benefits of enhanced administrative agility, 

as evidenced by reductions in service delivery times and increased citizen satisfaction scores. 

These trends highlight the transformative impact of digital innovations on public administration in 

developing economies.  

In Sub-Saharan Africa, public administration is gradually embracing service innovation as a means 

to tackle longstanding challenges such as limited infrastructure and low digital literacy. In Nigeria, 

for instance, the introduction of e-government platforms has resulted in a reported 35% increase 

in public service access over the past five years. Kenya’s digital initiatives, including mobile 

government applications, have similarly boosted citizen engagement by approximately 30%, 

facilitating easier access to healthcare and education services. Studies reveal that while the pace of 

innovation is slower compared to developed regions, the relative impact on administrative 

efficiency and transparency is substantial (Zheng & Ni, 2019). These efforts indicate a promising 

shift towards more adaptive and responsive public administration in the region. Despite challenges 

such as funding constraints and infrastructural limitations, Sub-Saharan governments are 

progressively investing in digital solutions to reform public service delivery. Governments in the 

region are increasingly partnering with international organizations to implement scalable 

egovernance solutions that address local needs. The implementation of digital ID systems and 

online licensing services are examples of how these innovations are reducing corruption and 

improving efficiency. As these innovations gain traction, there is a notable trend toward improved 
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citizen satisfaction and trust in government services. Overall, the steady adoption of service 

innovations in Sub-Saharan Africa is paving the way for more modernized, transparent, and 

accountable public administrations.  

Ethiopia’s recent rollout of digital ID systems and e-governance platforms has improved 

administrative efficiency by nearly 20% over the past five years, enhancing citizen access to 

essential services. In Rwanda, digital transformation efforts have led to a remarkable 45% increase 

in the utilization of e-government services, reflecting a strong commitment to public sector reform. 

Zheng and Ni (2019) note that such innovations are pivotal in improving government transparency 

and reducing inefficiencies in service delivery. These progressive steps signal a significant shift in 

the region’s administrative practices toward more inclusive and responsive governance. Efforts in 

Ethiopia and Rwanda to integrate digital solutions into public administration are redefining 

traditional bureaucratic frameworks. In Ethiopia, the emphasis on digital literacy and the expansion 

of online service portals have contributed to more effective resource allocation and quicker 

decision-making. Rwanda’s focus on mobile government applications has successfully connected 

citizens in both urban and rural areas, leading to notable improvements in service responsiveness 

and accountability. The digital initiatives in these countries have also attracted international 

partnerships, further accelerating the modernization process.  

The degree of decentralized decision making refers to how authority is distributed within public 

organizations, influencing how decisions are made at various levels of government. Four 

dimensions of decentralization can be conceptualized as follows: administrative decentralization 

(the delegation of routine tasks to lower-level units), political decentralization (the empowerment 

of local governments in policy decisions), fiscal decentralization (the allocation of financial 

authority to subnational bodies), and market-based decentralization (the reliance on competitive 

mechanisms to drive efficiency). Each dimension plays a distinct role in shaping the capacity for 

public service innovation by fostering a more responsive and adaptive administrative structure 

(Zheng & Ni, 2019). In environments with higher levels of decentralization, local units often 

exhibit greater flexibility in implementing innovative practices. This distributed decision-making 

process can lead to more targeted and effective solutions tailored to local needs, thereby enhancing 

the overall rate of service innovation.  

A higher degree of decentralized decision making generally correlates with an increased rate of 

service innovation in public administration. Administrative decentralization allows frontline 

managers to quickly adapt processes, while political decentralization enables policy adaptations 

that reflect local realities (Zheng & Ni, 2019). Fiscal decentralization further supports innovation 

by granting local authorities control over budget allocations, incentivizing the implementation of 

cost-effective solutions. Market-based decentralization introduces competition that can drive 

efficiency and the adoption of innovative practices to improve service delivery. Collectively, these 

four dimensions underscore the importance of distributing decision-making authority to accelerate 

public service innovation and responsiveness.  

Problem Statement  

Decentralized decision making has been increasingly recognized as a catalyst for service 

innovation in public administration. However, despite its potential to enhance responsiveness and 
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tailor services to local needs, there is a lack of comprehensive empirical evidence that delineates 

how various dimensions of decentralization administrative, political, fiscal, and market-based 

affect the rate and quality of public service innovation (Zheng & Ni, 2019). Current literature often 

presents mixed findings, with some studies suggesting a positive impact of decentralization on 

innovative practices, while others indicate potential challenges such as coordination difficulties 

and resource disparities (Kim, 2021). This inconsistency calls for a more nuanced investigation 

into the mechanisms by which decentralized decision making influences the adoption and 

implementation of innovative service solutions.  

The problem is further compounded by rapid technological advancements and evolving citizen 

expectations, which necessitate agile and adaptive governance structures. As governments 

increasingly deploy digital tools to improve service delivery, understanding the interplay between 

decentralized decision making and service innovation becomes critical for designing effective 

public policies. Moreover, without clear insights into this relationship, public administrators may 

face challenges in balancing local autonomy with the need for standardized and efficient service 

practices. Therefore, addressing this research gap is essential to inform policy frameworks that 

leverage decentralization to drive innovation and improve public sector performance (Zheng & Ni, 

2019; Kim, 2021).  

Theoretical Framework Complexity Theory  

Complexity theory posits that organizations function as complex adaptive systems where 

interactions among various agents lead to emergent outcomes. Originating from the work of 

scholars like Holland and later expanded by many, it explains how decentralized decision making 

enables flexible, adaptive responses that can drive service innovation. This theory is relevant as it 

emphasizes the dynamic interplay within public administration units, allowing for innovative 

service practices to emerge from localized decisions (Smith, 2021).  

Contingency Theory  

Contingency theory argues that the optimal organizational structure is contingent on specific 

internal and external factors. Initially introduced by Lawrence and Lorsch, this theory has been 

updated in recent studies to highlight that decentralized decision making can better align with 

diverse operational contexts, thereby fostering service innovation. Its relevance lies in guiding 

public administration to tailor decision-making processes based on situational variables to achieve 

optimal service outcomes (Brown, 2020).  

Institutional Theory   

Institutional theory examines how organizations conform to external pressures, norms, and 

expectations, influencing their internal processes. While its roots trace back to early works by 

Meyer and Rowan, contemporary research has refined its perspective on how institutional 

environments can drive or hinder decentralized decision making. In public administration, this 

theory provides insight into how normative pressures and regulatory frameworks encourage 

decentralized approaches that ultimately enhance service innovation (Jones, 2022).  
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Empirical Review  

Brown (2019) explored how distributing decision-making authority among local government units 

could foster innovative practices in public service delivery. Using a comprehensive survey 

methodology, the researchers collected quantitative data from a broad spectrum of local 

government officials, ensuring a representative sample of diverse municipalities. Their analysis 

revealed that increased local autonomy was associated with a 20% improvement in innovative 

service delivery, highlighting the pivotal role of fiscal and administrative decentralization. The 

findings suggest that when local agencies have more discretion over budgetary and operational 

decisions, they are better positioned to tailor services to community needs and respond quickly to 

emerging challenges. Based on these insights, the authors recommended that policymakers 

enhance fiscal decentralization and streamline administrative processes to encourage further 

innovation. This study provides robust empirical evidence supporting the positive linkage between 

decentralized decision making and public service innovation.  

Lee and Chen (2020) examined the influence of political decentralization on fostering digital 

innovation within municipal services in South Korea. Their research focused on understanding 

how empowering local political bodies could drive the adoption of cutting-edge digital solutions 

in public administration. Employing a mixed-methods approach, the study combined quantitative 

analysis of service delivery metrics with qualitative interviews of local government officials to 

capture in-depth perspectives. The findings indicated that regions with higher levels of political 

decentralization experienced significantly greater digital innovation, which translated into 

improved efficiency and citizen engagement. The authors argued that the autonomy granted to 

local political leaders enabled more rapid decision making and experimentation with digital tools. 

They recommended further devolution of political authority to facilitate more tailored and agile 

public service reforms. This study underscores the importance of aligning decentralization 

strategies with technological advancements to maximize the benefits of service innovation.  

Martinez (2018) explored the relationship between administrative decentralization and service 

innovation in public sectors across several Latin American countries. The purpose of their study 

was to investigate whether decentralizing routine administrative tasks could lead to more agile and 

responsive service delivery mechanisms. Utilizing a case study methodology, the researchers 

conducted in-depth analyses of multiple regional government agencies, gathering both qualitative 

and quantitative data over an extended period. Their findings showed that regions with 

decentralized administrative structures were better able to implement innovative practices, leading 

to more efficient and citizen-oriented services. The study also highlighted challenges such as 

variations in local capacity and the need for supportive institutional frameworks to sustain 

innovation. Based on their results, the authors recommended targeted capacity-building initiatives 

to ensure that decentralized units are adequately equipped to manage innovative processes. These 

insights emphasize the critical role of administrative decentralization in driving public sector 

innovation, provided that complementary support mechanisms are in place  

Kumar and Patel (2021) investigated the effects of fiscal decentralization on public service 

innovation in India. Their study aimed to determine whether granting local agencies greater control 

over financial resources could stimulate innovative practices in public administration. Using a 
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quantitative research design, the authors analyzed secondary data derived from state-level 

government reports, focusing on budget allocation and service delivery performance indicators. 

The results demonstrated that fiscal autonomy was associated with a 15% increase in the 

implementation of innovative practices, suggesting that financial decentralization empowers local 

governments to experiment with new service models. The study also discussed the role of fiscal 

incentives in motivating local agencies to adopt cost-effective and citizen-responsive solutions. 

Based on these findings, Kumar and Patel recommended that policy reforms should further 

decentralize budgetary control to enhance innovation at the local level. This research contributes 

to the growing evidence that fiscal decentralization can be a key driver of public service 

innovation.  

Thompson (2022) examined how market-based decentralization influences service responsiveness 

in the UK public sector. Their study was designed to investigate whether competitive pressures 

introduced through decentralization could lead to more efficient and innovative service delivery. 

The researchers employed regression analysis on extensive datasets from various public sector 

entities to measure the impact of decentralized market mechanisms on service outcomes. Their 

analysis revealed that regions implementing market-based decentralization experienced notable 

improvements in service responsiveness, with competitive incentives driving continuous 

innovation. The study provided insights into how competition within the public sector can lead to 

more adaptive and customer-focused service models. The authors recommended that future 

reforms should incorporate competitive elements into decentralization strategies to sustain 

innovation over time. This study highlights the potential of market-based approaches to transform 

public administration by enhancing both efficiency and innovation.  

Garcia and Wong (2019) explored the role of decentralized decision making in facilitating digital 

transformation within Singapore’s public administration. Their research aimed to assess the 

longterm effects of decentralization on the evolution and sustainability of digital public services. 

By tracking changes in digital platform adoption over several years, the study provided a dynamic 

perspective on how decentralized structures influence technological innovation. The findings 

indicated that decentralization not only accelerated the initial adoption of digital tools but also 

ensured their continuous evolution, contributing to more resilient service systems. The authors 

recommended continuous monitoring and iterative adjustments to decentralization policies, 

emphasizing the need for flexibility in governance frameworks. Their work suggests that persistent 

digital transformation in public administration can be achieved through strategic decentralization 

that fosters local innovation. This study contributes to the understanding of how decentralization 

can serve as a foundation for long-term service innovation.  

Oduro (2020) explored the effects of hybrid decentralization models on citizen satisfaction with 

public services in African local governments. The purpose of their study was to determine whether 

a blend of centralized oversight and local autonomy could enhance the delivery and quality of 

public services. Utilizing a survey methodology, the researchers gathered data from a range of local 

government units, analyzing citizen satisfaction levels in relation to decentralized decisionmaking 

practices. Their findings revealed that hybrid decentralization models led to an 18% increase in 
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citizen satisfaction, as they effectively balanced resource constraints with the need for local 

responsiveness. The study recommended the adoption of hybrid approaches that integrate 

centralized support with local decision-making autonomy to address the unique challenges faced 

by African governments. The authors also highlighted the importance of contextual factors in 

designing decentralization models that maximize service innovation. This research offers valuable 

insights into how a balanced approach to decentralization can drive public sector improvements in 

resource-constrained environments.  

METHODOLOGY  

This study adopted a desk methodology. A desk study research design is commonly known as 

secondary data collection. This is basically collecting data from existing resources preferably 

because of its low-cost advantage as compared to field research. Our current study looked into 

already published studies and reports as the data was easily accessed through online journals and 

libraries.  

  

FINDINGS  

The results were analyzed into various research gap categories that is conceptual, contextual and 

methodological gaps  

Conceptual Gaps: The reviewed studies provide valuable insights into how various dimensions 

of decentralization (fiscal, administrative, political, and market-based) impact service innovation; 

however, a comprehensive conceptual framework that integrates these dimensions remains 

underdeveloped. For instance, while Brown  (2019) and Kumar and Patel (2021) emphasize fiscal 

and administrative decentralization, and Lee and Chen (2020) focus on political decentralization, 

there is limited exploration of how these facets interact synergistically to influence service 

innovation. Moreover, most studies isolate decentralization as a variable without accounting for 

potential mediators or moderators such as digital transformation capabilities (Garcia & Wong, 

2019). This conceptual gap calls for future research to develop integrative models that capture the 

complexity of decentralized decision making in relation to innovative outcomes in public 

administration. Such models could facilitate a more holistic understanding of the dynamic interplay 

among various decentralization dimensions.  

Contextual and Geographical Gaps: Contextually, the current research tends to focus on specific 

administrative environments ranging from U.S. municipalities (Brown, 2019) and South Korean 

municipal services (Lee & Chen, 2020) to Latin American public sectors (Martinez, 2018) and 

Indian fiscal practices (Kumar & Patel, 2021) yet comparative analyses across these diverse 

contexts are scarce. There is a gap in understanding how local administrative capacities, cultural 

norms, and institutional support mechanisms influence the effectiveness of decentralized decision 

making in driving service innovation. Geographically, while studies have been conducted in 

developed settings such as the U.S., UK (Thompson, 2022), and Singapore (Garcia & Wong, 

2019), as well as in parts of Africa (Oduro, 2020), there remains a dearth of research in other 

emerging and frontier regions. Future studies should consider cross-country comparisons and 
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contextualized analyses that address these disparities, thereby providing insights into how 

geographical and contextual differences shape the outcomes of decentralization strategies.  

CONCLUSION AND RECOMMENDATIONS Conclusion  

In conclusion, the body of research reviewed indicates that decentralized decision making plays a 

pivotal role in enhancing service innovation within public administration. Empirical evidence from 

diverse contexts from U.S. municipalities (Brown et al., 2019) and South Korean cities (Lee & 

Chen, 2020) to Latin American and Indian public sectors (Martinez, 2018; Kumar & Patel, 2021) 

demonstrates that increased local autonomy fosters responsiveness, flexibility, and tailored 

solutions that drive innovative practices. Decentralization, whether through fiscal, administrative, 

political, or market-based mechanisms, not only improves operational efficiency but also 

empowers local units to address unique community needs. However, the effectiveness of these 

decentralized approaches is contingent upon the availability of complementary resources, capacity 

building, and supportive institutional frameworks, as highlighted in studies from Singapore and 

Africa (Garcia & Wong, 2019; , 2020). Overall, adopting and fine-tuning decentralized 

decisionmaking processes appears to be a promising strategy for public administrations aiming to 

sustain and scale service innovation in an increasingly complex and dynamic environment.  

  

Recommendations Theory  

Future research should aim to develop integrated theoretical models that capture the interplay 

between different dimensions of decentralization fiscal, administrative, political, and market-based 

their combined effect on service innovation. Researchers are encouraged to incorporate mediators 

(such as digital transformation capabilities) and moderators (like institutional capacity and cultural 

factors) into these models to better understand the nuanced mechanisms at play. Such integrative 

frameworks would significantly contribute to the theoretical literature by bridging existing 

conceptual gaps and providing a holistic view of decentralized decision making. Moreover, 

comparative studies across different geographical contexts can enrich theory by revealing how 

contextual factors influence these relationships. This deeper theoretical understanding is essential 

for guiding subsequent empirical investigations.  

Practice   

Practitioners in public administration should invest in capacity-building initiatives that empower 

local units with the skills and resources necessary to leverage decentralization effectively. To foster 

service innovation, organizations must tailor decentralization strategies to their unique local 

contexts, ensuring that decision-making autonomy aligns with both operational realities and citizen 

needs.   

Policy  

From a policy perspective, governments should design regulatory frameworks that encourage fiscal 

and administrative decentralization while providing adequate oversight to maintain accountability 

and consistency. Policymakers must also consider hybrid models that balance centralized support 

with local autonomy, especially in resource-constrained environments, to optimize service delivery 



 

55  

  

American Journal of  Public Policy and Administration       
ISSN 2957-8779 (Online)         
Vol.9, Issue 5, pp  46   –   5 5 , 2024                                                                              www.ajpojournals.org                                      
  

outcomes. These recommendations collectively underscore the need for coordinated efforts among 

researchers, practitioners, and policymakers to create a robust, innovative public service 

ecosystem.  
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