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Summary

Although Ethiopiais one of the world' s poorest and least devel oped countries, the progpects for
the development of its resources are good. It also boasts a culturd heritage few other countries
can rival. Certain democratic and economic reforms were implemented in the 1990s and
decentraisation is high on the agenda. But despite the reforms poverty is deeply rooted and
widespread. The private sector is beset by difficulties, direct foreign investment is limited and
individuals and locad communities gill have little or no say in the decisons affecting them. The
conclusons of the country andyss may be summed up asfollows: there are immense difficulties
and problems to be overcomein amost every sector of development assistance and
cooperation.

The Ethiopian government has conducted a poverty assessment and drawn up a strategy for
combating and reducing poverty in the form of a sustainable development and poverty reduction
paper (SDPRP) —in effect the country’ s poverty reduction strategy (PRS). The Swedish
country srategy is based on this PRS and significant funding will be provided for its
implementation. There are, however, differing views on someissues. Aressfor didogue have
been identified and support for civil society will be extensve and serve to complement the
Ethiopian government’ s strategy. A high degree of flexibility within the framework established for
ass stance cooperation will also be essentid during the strategy period if support isto
adequatdly reflect changesin key policy aress.



Country analysis — conclusions

Deep poverty
Poverty in Ethiopiais widespread and deeply rooted, particularly in the countryside. With an
estimated annual gross domestic income (GDI) per capita of USD 100, Ethiopiais one of the
world' s poorest countries. Average GDI per capitafor highly indebted poor countries (HIPCs)
stood at USD 300 in 2001 according to World Development Indicators (2001). Ethiopia ranks
168th out of 173 countries on the UNDP Human Development Index for 2002. Approximately
50 % of the population was living in conditions of absolute poverty in 1999-2000. Manutrition
is widespread and the calorie intake for haf the population is below the recommended
minimum.

It isdifficult, however, to measure changesin poverty. According to studies carried out in 1939
and again in 1995, the percentage of poor people fell and food consumption rose during the
period. These findings agree with poverty strategy observations based on information from
1995-1996 and 1999-2000. On the other hand, a new study and consultations held in
connection with the poverty strategy point in the opposite direction, i.e. towards mounting
poverty. All indicators show dight or no improvement for the poor of Ethiopiaand, as noted
above, SDPRP consultations suggest that poverty may in fact be on the increase,

A magor cause of rigng poverty in the countryside is the ongoing contraction of agricultura
holdings — as these are divided and re-divided among succeeding generations of heirs until they
can no longer support a single family — combined with a steedily growing population. State
ownership of land coupled with the government’ s present agricultura policy have provided little
incentive to invest in land and led to further land degradation and reduced agyricultura
productivity. Theissue of land privatisation will ultimately have to be confronted. Moreover, low
levels of education and job shortages outside the agricultura sector are putting growing pressure
on arable land. An average household farms approximately 1.1 hectares, but in large parts of the
country the areas under cultivation are consderably smaller. Eleven per cent of therurd
populaion have no land a dl, and the figure is risng. Although poverty is mainly concentrated in
therurd areasit is now aso growing in the cities, and gpproximately 37 % of the urban
population live in conditions of absolute poverty.

Poverty isthe single grestest source of food insecurity. Asusud, it is the poor who come off
wordt in terms of access to natura resources, legd rights, jobs and income, and who for the
mogt part live in a perpetud state of food insecurity. The poor lack purchasing power and
cannot take advantage of food surpluses where these occur in Ethiopia. Although the mgority of
those who lack food security live in the country, access to food has become a growing problem
in the bigger cities. Food deficits are chronic in Ethiopia; even in agood year some 5 million
people are dependent on food aid.

Serious food shortages can — and often do — arise in certain parts of the country even as
surpluses are being produced in other areas where conditions for crop production are better.
Inadequate market infrastructure, poor road networks and high transport costs hamper



movement of commodities between regions of surplus and deficit, and result in exceptionaly low
grain prices despite substantia food shortagesin parts of the country. It istherefore essentid

that donors buy food aid locdly: simulating loca pricesis an effective means of boogting
farmers incomes.

In March 2002, the Ethiopian government published a new food security strategy focused on
access and the right to food from a national and household perspective. The document lays
particular emphasis on the need to secure better access to food through increased domestic
production, greater accessto food for households hit by food shortages and improved crisis
management cgpability. The strategy has been criticised for not providing sufficient information
on implementation, the role and function of authorities or proposed financing procedures.

Mesasures to tackle poverty and improve food security should not be limited to agricultura
production but should also target dternative sources of income in order to reduce dependence
on agriculture. Greater access to micro credits could have a significant impact. Ethiopia has one
of the most highly developed micro-financing sysemsin Africa However, it will require further
development if it is to Simulate economic diversfication in the countryside. Efforts must be
made to improve conditions for commercid food distribution between surplus and deficit arees.
Expansion of the private sector will have a Sgnificant effect on economic diversfication and
trade.

The government is pursuing active decentraisation policieswhich, it is assumed, will lead to
greater grass-roots participation. However, low levels of education, manutrition and minima
access to information make it virtualy impossible for poor people to have asay in government
policymaking or measures that directly affect them.

The political stuation
Democracy in Ethiopiais till young and fragile. Despite an overwhdming parliamentary mgjority
itisnot clear how much red support the ruling party, the EPRDF, commands in the country asa
whole. Opposition parties exist but there are reports of harassment by the government. Human
rights violations are common despite the government’ s stated gods in this connection. The
government resorts to legal and other meansto restrict the freedom of expression of the private
press among other entities.

The EPRDF subscribes to the concept of revolutionary democracy, a notion predicated on
collective participation and representation based on mutua understanding and agreement. Smdll
farmers, who make up most of the party’ s power base, are seen as a homogeneous group with
common needs and interests and a shared poalitical outlook. Thus the party has never publicly
advocated or supported political plurdism.

Relations between the government and many organisations in civil society are strained. Until
recently is has been difficult for such bodiesto gain officid recognition from the government for
their operations. While the government has not objected to organisations carrying out
development work, it is more sceptica about their opinion moulding functions.



The democratisation process in Ethiopiais affected by the way in which sociad and economic
relations a different levels of society change over time. In view of the fact that the government
has so far exercised well-nigh absolute control over the country’ s resources, the issue of
devolving the federd government’s resources and decision-making powersis of paramount
importance.

Factors determining the pace of development in Ethiopiainclude the decentraisation gods
embodied in the federd condtitution. However, limited capacity at various levels are a serious
obstacle to their implementation. There is also adanger that decentraisation will hasten the
disntegration of an aready fragmented society. But it could also creste new opportunities to
extend practica support for loca democratisation, as well as give large sections of the
population abigger say in the decision-making process.

Human rights

Although human rights are protected under the 1994 condtitution, the government’ s ability to
honour these guarantees is affected by a number of factors including the paucity of economic
resources. Moreover, democratic traditions are lacking and the relevant indtitutions are wesk.
Legidation is often antiquated and difficult to understand. Thejudiciary is severely hampered by
lack of resources, which in turn has contributed to an inefficient, complicated and erratic system.
The government has introduced reforms to tackle the problem, including redrafting legidation, as
part of the implementation of the SDPRP.

Human rights violations are common in the countryside, where training and education
opportunities for police officers and judges are negligible, access to higher education for the
rural population is virtualy non-existent and conditions for women are particularly oppressive.
The countryside should accordingly be targeted by Strategies aimed at enhancing respect for
human rights. Human rights violations also occur in urban aress, and there are limited
opportunities for exercisng civil and palitica rights.

Although women in Ethiopiaformaly enjoy the same rights as men, their Stuation is onerous and
shows no sign of improving. Ethiopiaranks 142™ out of 146 countries for which statistics are
available on the UN gender-reated development index (GDI), which compares gender equality
in hedlth, education and work. To date, neither the various action programmes nor the specia
Women' s Office have had much impact. There can be no basic improvement in the status of
women until the government’ s policy commitments are trandated into a firm, unequivoca
recognition of women' s rights. Among other measures, this includes prioritising efforts to ensure
equa access to education, jobs and further education and training.

Developing adequate hedlthcare and education systems and services poses an immense
chdlenge to apoor country like Ethiopia. The hedthcare system is one of the least developed in
the world, and only about haf the population has access to services. School attendance and
participation in literacy classes are among the world' s lowest. Funding for hedthcare and
education has increased but is still comparatively low. Rapid development in these sectorsis
essentid to the achievement of long-term, sustainable growth and poverty reduction. This was
aso emphasised by the Ethiopian government in its recently submitted SDPRP, in which sector



programmes for health and education had been further developed as key areas for poverty
reduction and sustainable development.

Poverty-targeted growth

Efforts must be made to step up the pace of economic growth if poverty in Ethiopiaisto be
eradicated. Support for macroeconomic management and stability, private sector devel opment
and economic diversfication istherefore crucid. Roads must dso be built to improve access to
markets and reduce transport costs.

Agriculture continues to play akey rolein the economy. Although its share of GDPfdl from

65 % in 1960 to 52 % in 2001, the sector accounts for 85 % of total exports. It dso employs
85 % of the country’s workforce. Return on labour is lower than in other industrid sectors due
to low agriculturd productivity, rgpid population growth, leading to overpopulation in many rurd
aress, and over-cultivation of land. The cultivation of steep dopes and drylands is causing soil
degradation and destruction: the topsoil is eroded, it loses its moisture-holding capacity and
fertility declines. Poor soilsincrease the likdlihood of crop failureif ranfal islow.

There are fill mgor obstacles to agricultura growth. There has been an increase in the use of
improved production inputs, such as seed and fertilisers, but levels are il relatively low.
Average yidds for mgjor grain crops have stagnated at about 1.1-1.2 tons per hectare.
Appropriate soil and water conservation measures have not been applied extensvely enough to
prevent or mitigate these problems. The declining size of agricultura holdings, limited tenure
rights and the prevaence of subsistence farming are structural obstacles that must be overcome
if productivity isto be increased. Efforts must be made to boost prevailing low —or, in some
cases, even declining — soil productivity if agriculturd and economic growth are to be achieved.
This cdlsfor the introduction of improved methods of cultivation and anima husbandry and
better access to financia services. Soil and water conservation measures and small-scale
foredation are vita in this connection.

The participation of women in food production is essentid; they make up an estimated 60-80 %
of thetota workforce in the agriculturd sector in Africaas awhole. However, where agriculture
has been reorganised and modern production and selling methods introduced, they have been
increasingly marginalised. Where holdings are turned over to cash crops, women are compelled
to rely on the least productive land available, and the most |abour-intensive techniques, to feed
their families, while the men specidise in the production of new crops for sde in the market.

The government regards the agricultural sector —and small-scale farming in particular — asthe
basis of economic growth, and anew rura development strategy was recently adopted. It
emphasses the crucia importance of boosting agriculturd yields, not only to simulate red
demand in the economy but aso to achieve the government’ s food security targets, acquire
foreign currency and generate more jobs. However, government support for agriculture must be
improved substantidly, particularly in regard to its advisory services and its ability to adapt
funding for production to local conditions. Due to the divison of farming land into ever smaller
holdings, improved cultivation methods have not been extensively introduced, even in areas of
surplus production.



Ethiopia s vulnerability is clearly gpparent in its economic structure. Agriculture accounts for
approximately 52 % of GDP, afigure which is on the increase. By contragt, only 11 % of the
country’ s wedlth derives from industrid production, of which manufacturing represents a mere
7 %, one of the lowest figures in the world. Both percentages are actually faling as the bulk of
investment is currently focused on building works and services.

The non-agriculturaly based private sector is crucid to job cregtion and economic growth in
Ethiopia, and the government seems increasingly interested in a did ogue with the privete sector.

One of the causes of poverty and food insecurity isthe lack of aviable road network. About
75 % of the rurd inhabitants live more than haf a day’sjourney from the nearest al-westher
road. It will therefore be necessary to relay and build new access roads in the countryside to
simulate the agricultural sector. The resulting drop in trangport costs would facilitate the supply
of production inputs to agriculture and access to markets. A nationd road devel opment
programme supported by the World Bank, the EU and other donors has significantly improved
the trunk road network. Similar sector programmes are being developed to improve secondary
country roads and water, sanitation and hydropower respectively.

Capacity and forms of government

Ethiopiais highly dependent on foreign development assistance. The revenues generated within
the country account for approximately 64 % of the total domestic budget. The remainder is
provided through devel opment cooperation projects and programmes. Although Ethiopiais one
of thelargest recipients of externa assstance in Africa, it recaives less per capita than
comparable countries. Some 30 % of totd assstance is used for humanitarian purposes.

In an unprecedented move, the government gave notice of a new anti-poverty policy by
doubling poverty-related dlocations for the coming two years— dbeit from alow initid leve —in
the 2002—2003 budget. Compared to other countriesin the region, Ethiopiais highly competent
at budgeting and accounting government expenditure. However, the government adminigtration
isless efficient when it comes to reporting outcomes, planning for the long term, producing
regular welfare statistics, coordinating current and capital budgets and scrutinising and auditing
accounts punctudly.

Ethiopia s capacity to absorb development assistance varies from sector to sector and region to
region. It is reasonably well, and widdy, developed in the fields of accounting and financia
reporting, but somewhat less so when it comes to economic planning, implementation and
follow-up. However, the newly implemented decentraisation reforms have impaired Ethiopia's
absorption capacity, at least in the short term.

Ethiopiais normaly acknowledged as ‘owning’ its development processes to a greeter extent
than most other African countries. Government efforts to coordinate support from donors have
succeeded best in the spheres of hedlth, education and road-building, which happen to be the
targets of the three mgjor sector programmes now being carried out. However, owing to the
war with neighbouring Eritrea, donor funds are often withheld. The sector programmes for
health and education are currently being reorganised. The road-building programme continued



throughout the war with funding from the World Bank. Donor coordination is so well
developed.

The government has given high priority to capacity building in accordance with the poverty
Strategy set out in the SDPRP. Thiswas reflected in the establishment in October 2001 of a
specid minigry for cgpacity development. Wheat role the minigtry will play is not yet clear.

Development cooperation in Ethiopia

Although Ethiopia receives assstance from alarge number of donors, it getsless aid per capita
than many other comparable countries.

In the last five-year period, the largest aid donors have been the World Bank, the European
Commission, the USA, the African Development Bank and Japan. Together, these have
accounted for half the total assistance received. The EU Commission, which contributes 10—
15 % of dl externd funding, is the second largest donor.

The mgority of EU member sates are o active in Ethiopiaas bilateral donors. These include,
in descending order of size, Germany, the Netherlands, Italy, Ireland and France. Germany has
focused on four cooperation aress. economic and social reform, roads and weter, agriculture
and food security, including environmenta protection, and education. The Netherlands has
concentrated on rurd development and hedlthcare. Italy’ s primary concerns are rurd
development and food security, education, infrastructure (roads) and hedth. Irdland provides
funding for regiond programmesin East Tigray, Sddamaand Gurage, and education and hedth
at federd leved. France channds most of itsinvestment aid viathe African Development Bank.
The UK is now launching development cooperation with Ethiopia, stressing budget support.

Though basicaly broad-based, World Bank programmes are gradualy beginning to focus on
economic reforms, food security, economic infrastructure and the socia sectors. The African
Development Bank is aso active in anumber of areas including healthcare, education, water
and roads, but is placing increasing emphasis on economic reforms, food security and
agriculture. UN system foundetions, programmes and agencies are dso active in the country in
their respective areas of operation.

US ad, based on a gtrategy designed to function in both the short and long term, is mainly
concerned with improving food security. Support aimed at boosting agriculturd productivity is
extended to rura households. Other cooperation areas include family hedth, compulsory
education, good governance, civil society and the effects of naturd disasters.

Ethiopia s capacity to absorb development ass stance varies from sector to sector and region to
region. The government is anxious to coordinate support from the various donors and stresses
the country’ s respongibility for its own development policies.

Threatsto development

The HIV/AIDS pandemic in Ethiopiais Soreading a an darming rate. The country has the third
largest number of HIV-infected people in the world — after Indiaand South Africa. Some
250,000 are children under 5 years of age. A countrywide HIV/AIDS action plan was drawn
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up in 1998 and a Nationa Aids Council Secretariat, with branches in the regions and digtricts
(woredas), set up in Addis Abeba. However, the programme lacks the capacity to dedl
effectively with the whole extent of the problem. Recently, church and mosque leaders have
begun to talk more openly of the need to combat HIV/AIDS.

The disease has affected the entire socid structure of Ethiopia, among other things by dowing
up agricultural production and hindering investment. It is accelerating the process of land
degradation as holdings are abandoned and people move to the cities, thus intensifying the strain
on urban water supply and sanitation systems.

A number of poverty-linked factors have contributed sgnificantly to the dire HIV/AIDS
Stuation. These include high unemployment, growing progtitution and the wesk position of
women owing to their inferior tatus, and population movements driven by job shortages.
Abduction of women, rgpe and femae genitd mutilation dso play a significant part. The growing
number of orphaned children and child HIV carriers are a serious cause for concern. Ethiopia's
strongly patriarchal society, with its degp-rooted, ma e-oriented socio-cultura vaues, severely
hamper efforts to combat HIV/AIDS and congtitute a serious obstacle to devel opment.

Y et another threat to Ethiopia s development is rapid population growth — estimated at 2.5-3 %
per year with afertility rate (TFR) of 5.9 — resulting in further land scarcity, soil degradation,
declining food security and increasing strain on the dready overburdened education and
heslthcare services.

In addition to the above factors, development may be hampered by a number of internal and
externd conflicts. There can be no doubt that the democratic deficit is a cause of politica unrest,
particularly at loca dection time. Developments in Somdia, Sudan and Eritrea can influence
events and developments in Ethiopia. Peaceful relations between Ethiopia and its neighbours are
a precondition of continued economic development and pro-poor growth. The internationa fight
agang terrorism could also affect sability in the Horn of Africaand Ethiopia

All indl, Ethiopiafaces a sat of tasks and chalenges, often interwoven, including the removal of
sructural obstacles to agricultural development, strengthening the judicia system, paving the
way for women' s rights, enhancing public participation and democracy and, not least, mohilising
the resources necessary to economic growth.



Perfor mance analysis — conclusions

Development cooperation between Ethiopia and Sweden declined abruptly after the outbreak
of war between Eritrea and Ethiopiain 1998. In principle, only ongoing projects were pursued.
The period between 1998 and the end of 2000 saw the continuation of humanitarian aid,
support for cooperation with civil society and research indtitutions, support to the Wondo Genet
College of Forestry (WGCF) and funding for the Sida-Amhara Regiond Development
Programme (SARDP). Assistance extended to the healthcare and education sectors was hated
in 1997. Preparation work on new agreements was suspended in 1998, but resumed with
limited financing in 2001.

The war led to are-dispostion of expenditurein the federad government budget from poverty-
oriented programmes and projects to military undertakings. Expenditure on poverty reduction
efforts aso fell sharply in this period owing to agenerd decline in externa devel opment
assigtance. The Stuation was aggravated by drought, the HIVV/AIDS pandemic and fdling
relative prices. These factors, which were amgjor cause of the sgnificant increase in poverty in
Ethiopia, have make it difficult to conduct a detailed assessment of the performance of Swedish
devel opment cooperation.

During the war between Ethiopia and Eritrea, no strategy for development cooperation with
Ethiopia was formally adopted. Although this meant that no overal objectives could be laid
down for the period, Swedish cooperation was guided by aims such as poverty reduction,
capacity building and democrétic devel opment.

Scope for evduating Sda s performance was limited mainly by the low level of activity during
and after the war between Ethiopiaand Eritrea. In some cases —the SARDP in particular —
poorly designed follow-up mechanisms were an additional obstacle. Not enough consideration
was given to the need for clearly defined indicators and systems for eva uating outcomes in the
early planning stages of the programme. Although it is normaly possible to determine what
activities have been implemented on the basis of the information available, the absence of
suitable outcome indicators in this case meant that attestable results were largely lacking.
Basdine studies and effective procedures for implementing impact assessments were dso
lacking. The instruments normally required to measure outcome were neither considered nor
incorporated into Phase | of the SARDP when it was origindly proposed. The work of
designing a system for following up and evauating results was interrupted by the border conflict
with Eritrea. Asthe programme was extended — after the conflict broke out — by a number of
three- to sx-month periodsin 1999-2001, the planning horizon needed to develop a
comprehengve follow-up system was a o lacking.

Ethiopia s capacity to absorb development cooperation varies from sector to sector and from
region to region. It isfairly well developed throughout the country, in the fields of accounting and
financid reporting, but somewhat less o in the sphere of economic planning, implementation
and follow-up. Decentralisation of politica power to the next lowest adminigrative leve —the
woreda — has aso affected development cooperation performance as the woredas currently
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lack the capacity to handle the increased responsibility. However the Government is actively
seeking to strengthen this capacity.

The outcome of support for the first phase of the Sida-Amhar a Regional Development
Programme (SARDP) was more vigorous leadership & woreda level and greater participation
by community membersin project implementation at locd level. Many observers consider that
Sida s decision to focus on direct budget support a woreda leve is the most innovative aspect
of the SARDP. Other donors, such as the World Bank, are considering copying the SARDP
modd.

However, the programme has many defects, asreveded in an evauation carried out by Sdain
20021, The accompanying report criticised as unsatisfactory the quaity of poverty assessment
work and the concomitant strategy for tackling poverty, vulnerability and food insecurity. It
expressed strong reservations about the quaity of the methods used to promote participation in
the programme, the amount and qudity of the support generated in the private sector, the
importance atached to gender equality promotion and the training measures adopted. It dso
criticised the programme’ s deficient cross-sectord integration and failure to follow up
implementation owing to the over-ambitious aims of its planners, who attempted to embrace too
many aress. The report is useful and will be referred to in future reviews of the programme with
aview to improving its quality and better fulfilling its aims and objectives.

An evauation of Swedish support for training in forestry at the Wondo Genet College of
Forestry showed that it had helped to promote awareness of the importance of foresiry among
the rural population. It aso found that the theoretica and practica parts of the training
programme were wel| adapted to Ethiopian conditions. Apart from the fact that Sida has helped
train and ingruct a subgtantid number of individuas employed at different levels in the forestry
sector, its support has made a permanent contribution to the ingtitutional development of the
WGCF.

Sdafunding for resear ch cooper ation has focused on capacity building in the fields of science,
technology and medicine. According to an evauation of the authority’ s support for postgraduate
studies, cooperation has been of mgor benefit to Ethiopian indtitutions, in particular the
Universty of Addis Abeba The programme has aso helped improve the indtitution’s
infrastructure by procuring equipment and literature to support postgraduate and future students
in their work.

Support for democracy and human rights have been used to train judges and public
prosecutors in human rights in the state of Amhara. Funding has aso been extended to NGOs.

Humanitarian assistance was provided on an annual basis throughout the period. Sida
financed local grain procurement in areas of surplus production. This was then distributed to
areas where production could not meet demand. The projects were carried out by the Ethiopian

1 ODI - Final synthesis report, Evaluation of Sustainable Poverty Reduction through Area
Development Projects, June 2002.
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Disaster Prevention and Preparedness Commission (DPPC). The outcome in both cases was
favourable. The DPPC implemented the projects with skill and efficiency.

Assstance channelled via Swedish NGOs was primarily aimed at srengthening the socid
infrastructure and supporting socid projects, with smaller inputs for projects aimed at promoting
democracy and human rights. Most of these programmes included planned activities. However,
there were numerous delays owing to inadequate adminigtrative capacity in loca organisations
and changes in government policy and legidation on the congtruction, management and ddivery
of hedlthcare and educationd establishments. Thisis a common problem in the devel opment
cooperation field. Asadirect result of cooperation with a Swedish partner, many of these
establishments have boosted their capacity with regard to organisation, adminitrative capacity,
networking activities, lobbying and the ability to meet the needs of their target groups.

There can be no doubt that the effectiveness of certain programmes financed by Sweden during
the period —in particular the SARDP — was reduced by the failure to incorporate systematic,
drategic follow-up and evauation procedures aong with clearly defined, verifidble indicatorsin
the planning phase. When designing new programmes, consideration must be given to these
crucia elements at an early sage if follow-up and detailed performance evauations are to be
possible. Moreover, decentralisation of federal government powers has made the task of
following up cooperation projects and programmes more difficult in the initid stages.

An important conclusion to emerge from the performance andyssisthat best results are dways
achieved when the interests of both parties are taken into account, reflecting a more sustainable,
equitable partnership. Probably the best example of thisisthe support provided to the state of
Amhara. Mutua interest, trust on both sides and acknowledgement of the principle that Ethiopia
‘owns’ its own development have encouraged Sida to experiment with new forms of support.
The capacity of the state adminidrationsis relatively good and corruption is not amgjor
problem. Advantage should be taken of smilar forms of partnership e sewhere, provided these
can be found. If the revised sector programmesin the socia sector are of good qudity,
successful cooperation on similar lines can hopefully be developed here. Specia consideration
should be given to issues of ownership when assessing the prospects for new cooperation
programmes. If ownership is strong, conditions for successful cooperation are likely to be
present.

Recent hedlthy macro-economic development and a rlaively efficient public administration in
Ethiopia have been important factors in the success of development cooperation. They have
helped promote the gradua but steady development of local capacity for technologica tasks,
the strengthening of ownership, the decentrdisation of federa government operations and the
introduction of sectora development programmes in arange of aress.

The number of active donorsin Ethiopiais growing and the government is anxious to ensure that
donors harmonise with and adapt to the country’ s methods, practices and procedures. At
present, there is considerable scope for closer coordination of Swedish efforts with those of
other donors.
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Ethiopia’s development policy

The Ethiopian government has laid down the main lines of its development Strategy in its
Sugtainable Development and Poverty Reduction Program (SDPRP — PRSP). This document
was gpproved by the governing boards of the World Bank and International Monetary Fund
(IMF) in September 2002 as a basis for continued lending on favourable terms and for debt
relief. The government has stressed the importance of a growth orientated policy and views the
private sector as an important generator of economic growth. The SDPRP sets out policy and
drategic guideines for key sectors including agriculturd and rural development, food security,
cattle rearing, roads, water, education and hedlthcare. Broad programmes are being devised for
aress such as the environment, gender equality, development of the private sector and urban
aress, and HIV/AIDS.

Asapart of the SDPRP process, the government initiated and carried out consultations with
117 woredas. These were followed by further taks a state and finaly at federd level. Although
the benefit of these consultations to the final poverty strategy has been debated, they probably
represent a sgnificant step towards giving poor people abigger say in the processes which
affect them. Hopefully, the procedure will lead to further discussions, involving a broad selection
of interested parties, on the country’ s future development policy.

The SDPRP explicitly states that the government’ s “primary objective’ isto eradicate poverty,
and that economic growth isthe “main, but not the only, means of achieving” it. Asregards
implementation, the document refers to ongoing (e.g. hedlthcare, education and roads) and
planned (e.g. conservation of water resources) sector programmes. Severd initiatives amed at
agriculture and food security are being planned. Also in the planning stage are generd
programmes for sectors such as the environment, gender equdity, development of the private
sector and urban areas, and HIV/AIDS.

The SDPRP does not address the fact that agricultural land is aready scarce, while industry
lacks the capacity to absorb the growing labour surplus in the countryside. Already 11 % of the
rurd population are landless and holdings in some parts of the country are far too smdl to
support an average family. No mention is made of the fact that growth and scarcity of resources
have contributed to mounting poverty in the countryside. The programme emphasises the need
for efficient land use but fails to discuss current systems of land tenure, an omission censured by
many observers. Nor does it propose ways of removing obstacles to the development of the
private sector or attracting foreign direct investment (FDI) to Ethiopia. Thereis no detailed
reference to spheres such as gender equality and environmenta protection. Areas relating to
good governance and human rights could aso be further devel oped.

The SDPRP contains 4 progranmes.

. The Agriculturdl Development Led Indudtridisation strategy
. The Civil Service Reform and reform of the judiciary

. Decentralisation and empowerment, and

. Capacity building in the pubic and private sectors.
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The overdl am of the Agriculturd Development Led Indudtridisation (ADLI) dsrategy isto
simulate food production and general economic growth. Its main objectives are to boost
agricultura productivity and farmers incomes. The most important components of the ADLI
Srategy are advisory services for farmers and pastoraists, agricultura credits, production
inputs, including improved seed and fertiliser, and the extension of the rurdl road network. It is
expected that as farmers’ incomes rise so will the demand for locally manufactured
commodities. Meanwhile the industria sector will work up and further refine agricultura
products. This policy has so far yielded mixed results. Agriculturd productivity hasrisen and
living standards improved correspondingly in aress accessible by road and where the climateis
favourable for agriculture. At the same time, the programme has been criticised for being
inflexible and supply-based, and for failing to meet peopl€' s needsin areas of agricultura
shortfall.

No sgnificant results of the programme' s industridisation strategies have so far been detected.
Some critics have held that the government should introduce a specia policy for industry
featuring — for example — short-term protective tariffs and subsidies for certain promising
sectors. Ethiopia sindudtria sector is il little developed and only accounts for approximately
11 % of GDP. The sector suffers from complex investment rules, palitica interference and the
government’s ambivalent aititude to business activities. Foreign direct invesment is lower in
relative terms than in most other African countries and three quarters of dl approved projects
fal before they are completed due to bureaucratic obstruction. Investors are even frightened
away from semi-public companies with links to the ruling party, despite the genera perceptions
that that they enjoy more favourable conditions than private companies.

A fundamenta problem in connection with Ethiopia s development policy — one not mentioned
inthe ADLI drategy —isthe inability of the industrial and agriculturd sectors dike to absorb the
growing labour surplusin the countryside. The centrd question of where jobs are to be found is
evaded. With only about 15 % of the population living in the cities, the urban sector is il
relatively inggnificant in this context. The strategy says little about the extent to which the cities
now springing up in the countryside should be strengthened as way of generating employment
outside the agricultura sector.

The Civil Service Reform (CSR) is a highly ambitious programme. It was cut short during the
war with Eritrea but is now in operation once again. In his speech to the Ethiopian parliament in
October 2001, the Prime Minister described the CSR as one of the government’s most
important priorities. It has four mgor focus areas. (i) public expenditure management and
control, reform of budget controls, long-term budgeting, public procurement and audits, (ii)
human resource management, featuring transparent incentive and reward systems, areview of
pay scaes for lower-paid public employees and the feasibility of pay rises, development of
personnel administration systems and procedures to ensure proper recruitment to top positions,
and follow-up and assessment of the performance of senior civil servants, (iii) improved public
sarvice ddivery in terms of execution and quality, including the introduction of a complaints
procedure for members of the public, and (iv) the introduction of a code of conduct setting out
citizens rights and responsibilitiesin relation to public services.
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The reform of the judiciary will involve a comprenensive review of often very old legidation —
the pend code dates from the 1950s, for example —and bring it closer into line with the 1994
conditution. Judicid indtitutions will be reinforced as part of a commitment to strengthen civil
liberties. Due to low capacity in the courts, people charged with crimes are often compelled to
gpend long periods in prison awaiting trid, itsdf aviolation of human rights.

Decentrdisationis akey tenet of the federd condtitution and the government is now pushing for
further measures. According to the condtitution, the country is divided into nine states and two
sdf-governing cities (Addis Abeba and Dire Dawa). Each state enjoys extensive political and
economic powers. In practice, however, the federa government exercises considerable control,
through the federd budget, over political and economic development. Operating at the lowest
adminigrative levd isthe kebele, aloca body governed by an eected council and controlled by
the ruling party. Each kebel e is the insrument through which the federa government exercises
political control a locd leve. Severd kebeles make up aworeda, or ‘digtrict council’.

In October 2001, the government announced that decentraisation would continue and that
funds not aready earmarked — known as block grants —would be alocated to the woredas to
enable them to assume effective responghbility for local development. The decentralisation
process made rapid progress in the first haf of 2002. The structure and organisation of the
federal government would be mirrored in every state and woreda, while the old zones would
only retain a coordinating function and be reduced to a minimum. The changes were to be
implemented in the four firgt states, Amhara, Tigray, Oromia and the State of the Southern
Nationalities and Peoples by the end of fiscal 2002-2003.

The programme is highly ambitious. The pace of reform seems unredistic and the government’s
efficiency islikdy to fdl sharply in the first few years before the reform is completed. The
woredas lack the necessary qualified personnd to operate effectively and many employees are
unwilling to move out to the digtricts from the relative comfort of the regiond capitas. The
SARDP has aready been serioudy delayed by the reform. Substantial capacity building will be
required to further develop the administrative machinery of the woredas to the point where it
can perform its new tasks effectively. The respongibility of the woreda administrationsvis a vis
the dectorate as well as opportunities for the latter to influence decison-making are serious
problems.

Capacity building is afundamenta concept, central to dl three reforms outlined above. As
mentioned earlier in thisreport, a gpecia ministry for capacity building has been set up. In
addition, a comprehensive cagpacity building programme with substantia funding, mainly from the
World Bank, has recently been launched.
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Strategic consider ations

With the war againgt Eritreanow a an end, the government has turned its attention to the
country’ simmense development needs. The government’ s policies for poverty eradication,
economic growth, reform of the public adminigiration and judiciary and political and
adminigrative decentrdisation deserve recognition and support. However, repeated human
rights violations have prompted criticism and given cause for concern. The government’s
Srategy is contingent on its ability to maintain peace with its neighbours and preserve internd
Sability. If Ethiopiais drawn into armed conflict, the entire development cooperation
programme must be reviewed. The strategy is further predicated on the government’s
determination to promote human rights. If development were to move in ancther direction, there
would be grounds for reviewing the extent and direction of cooperation.

Ethiopiais one of the world's poorest countries and resource needs are immense & every level.
Despite the fact that Ethiopiaisthe largest African recipient of development assistance from the
World Bank and the EU, and that mogt bilateral donors are actively implementing mgjor
programmes, the volume of assstance recaived is smdl in relation to the country’ s population
and level of poverty. Moreover, as mentioned earlier, a sizable proportion of this support has
been set asde for humanitarian purposes, which meansthere isless |eft over for the promotion
of long-term, sustainable development. From a historical perspective, development assistance
levels are il low in the aftermath of the conflict with Eritrea. Externd assstance to Ethiopia
corresponds to USD 13 per person, while the average for African countries south of the Sahara
iIsUSD 25. Thusthereis ample scope for quditative and quantitative improvements to
development assistance to Ethiopia.

A red partnership has begun to emerge within the framework of Swedish development
cooperation with Ethiopia. Thereis a strong sense of local ownership as donors cooperate on
the financing of programmes coordinated by the federa government, often with the support of
the World Bank. One result of this clearly articulated ownership of the development processis
that negotiations with Ethiopian partners can be prolonged. At the same time, however, it dso
ensures that agreements entered into are actualy observed and implemented in practice. This
ownership must be respected. Sidaiis required to criticaly assess its operations with aview to
identifying procedures and practices which promote — or are a variance with — Ethiopian
ownership.

The Ethiopian government has attached increasing importance to sector programmes and
budget support. Attempts are being made to develop common systems for donor activities such
as reporting, auditing and procurement. Sidais required to take an active part in these efforts
and promote cooperation on terms that will enable it to meet Ethiopia s wishes with regard to
sector-based and budget support.

Ethiopia s poverty reduction strategy must serve as a basis for Swedish—Ethiopian development
cooperation. Sidamust establish whether sector-based support can be provided for the major
programmes in this srategy: reform of the judiciary, capacity building, and decentraisation and
empowerment (the latter through the SARDP). Support is dready being extended in these
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spheres. Swweden can identify areas where the SDPRP is deemed to be inadequate and in need
of complementing in the course of dia ogue with Ethiopia. These could include good governance
and human rights, development of the private sector and gender equdity. Although it is generdly
agreed that the impetus for poverty reduction and economic growth must come from the
agricultura sector and that industridisation must be promoted, the ADLI dtrategy’ s supply-side
orientation and present systems of land tenure will be the subjects of further didogue.

Ethiopiaisastrongly paliticised, patriarchad and non-pluraligtic society. Despite a measure of
progressin recent years, there is limited scope for individud initiative and genuine discussion of
the government’ s policies, particularly at lower levels of the public adminigtration and in the
countryside.

The Ethiopian government did not give its backing to donor proposals to focus on selected
regions and to divide up task areas between them. Sweden nevertheless found it more effective
— after conaultation with the Ethiopian government — to concentrate a large proportion of
Swedish development funds on the Amhararegion. A number of donors tend to support federa
sector programmes, which, as was pointed out earlier, is dso Swveden'sintention. The
advantages of joining forces with the government and other donors on sector programmes will in
the long run outweigh the benefits of regiona approaches. For the present, Sweden will continue
to provide assstance to the Amhararegion on alevel comparable to that established for ongoing
support to the SARDP.

Thelargest donors in Ethiopiain the last five-year period have been the World Bank, the
European Commission, the USA, the African Development Bank and Japan. Together they
account for half the total assistance received by Ethiopia. Severa EU member states are also
active in the country as bilateral donors. It was disclosed a a Consultative Group (CG) meeting
in Addis Abeba on 7-8 December 2002 that alarge number of donors were planning to step up
assistance.

Donor coordination in Ethiopiais effective. Harmonisation talks are far advanced and severd
donors are presently considering moving over to sector programme and/or budget support. The
World Bank and UNDP, the joint heads of the loca devel opment assistance coordination
group, are cooperating congtructively. Sweden will take an active part in coordination work in
an effort to induce donors to assst Ethiopia by coordinating and planning devel opment
cooperation. Future agreements should be designed to run for longer periods than at present
and, where possible, financid commitments should be transparent and extend over severd
years. Donors should aso try to coordinate support for sector programmes using coordinated
reporting mechanisms.

The low levels of assstance, the clear prioritisation of poverty reduction in the SDPRP, the
relative efficiency of the public sector and the existence of acceptable follow-up and monitoring
systems are strong arguments for strengthening Swedish devel opment cooperation with
Ethiopia, where volumes of assstance have increased subgtantialy from the levels which
prevailed during the war with Eritrea. Such a course would be predicated on fulfilment of the
conditions in regard to peace, stability and human rights set out above.
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Key dialogue issues

Ethiopid s strong sense of ownership of the development process provides the conditions for a
dynamic politica didogue with Sweden. Thus, development cooperation should be used as a
platform for continued political dialogue about issues of vita importance to the achievement of
development cooperation objectives. These matters should be addressed in consultation with
the Ethiopian government and where possible with other like-minded donors. Many of these
issues are d o centra to the EU—Ethiopia did ogue in which Sweden plays an active part. A
number of issues likely to be of importance in Sweden’ s did ogue with the Ethiopian government
are st out below. Issues which the latter may want to add to the agendamay of course also be
included.

Demaocr atisation and gover nance

The need for continued progress on democratisation, including greater trangparency to
fedilitate public participation in political decison-making.

Theimportance of creeting afavourable climate for the growth of civil society, in which
individud citizens, grassroots organisations and advocacy groups can carry on adiaogue
with those in power.

The continued decentralisation process.

Gender equality

The need for measures to improve the status of and conditions for women.

The importance of women's rights and non-discrimination as part of the fight against
poverty.

The benefits of gender-disaggregated statistics and the chalenges involved in producing
relevant data.

Progress with regard to female genital muitilation and other harmful local customs.
Therole of education in strengthening the participation of women in the community.

Human rightsand reform of thejudiciary

The promotion and protection of human rights as part of the fight againgt poverty and efforts
to step up development. Measures aimed at strengthening respect for civil and political
rights.

Theimportance of the rule of law and reform of the judiciary as a government priority.

HIV/IAIDS

The darming spread of the HIV/AIDS epidemic and actions being taken to hat this
development.

HIV/AIDSrelated issues concern many sectors and should be highlighted from within
individua development cooperation areas as well as from outside.

Land ownership and security of tenure

The ggnificance of land ownership and security of tenurein rdation to efforts to promote
economic growth by boosting productivity in the agricultural sector. The importance of
Security of tenure as ameans of curbing further fragmentation of agricultura holdings.
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The question of land tenure is not only an economic or ecological issue, but dso has
implications for democracy. The role of the government in controlling land tenure and useis
open to abuse; it could be used to hold back political opposition, for example.

The supply-side orientation of the Ethiopian government’ s agricultura policy. ADLI is
another important area of dialogue.

The potentia advantages of sustainable use of the country’ s natural resource base and
environmental protection measures.

Favourable climate for the private sector

The need to strengthen inditutions at federa level and their role in enabling the business
sector to contribute to Ethiopia s economic growth. There are obstacles to efficiently
functioning, competitive markets in the judiciary, the financia markets, etc.

The need to improve the climate of development for the private sector, and rules governing
ownership, trade, land mortgaging and land use, buildings and building congtruction and
persona property. How companies are started and wound up (level playing field) in the
Ethiopian economy.

The priority measures in the SDPRP should serve as abagis for didoguein this sector.
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Aims and obj ectives of Swedish development cooper ation

The overdl am of development cooperation with Ethiopiais to contribute to the reduction of
poverty in the country by helping to remove the factors that create or perpetuate poverty. To
that end, development cooperation on the basis of the newly launched Ethiopian SDPRP will be
focused on three main, mutudly reinforcing aress.

Democratic development and respect for human rights
Socid devel opment
Economic growth

Specia congderation will be given to gender equdity and environmenta concernsin al
programmes.

A government bill on Swedish globa development policy is expected in the soring of 2003.
Sweden’ s development cooperation ams, as set out in the bill, will of course dso goply to
cooperation with Ethiopia. New guidelines for budget support are also expected during the year.
Implementation of the country strategy should gradudly be brought into line with the policies set
out in the bill and with any new guiddines.

Cooperation areas

Democratic development and respect for human rights

Continued democratic development and full respect for human rightsis a key ement of
Swedish development cooperation with Ethiopia.

An interesting development in Ethiopiain this connection is the ongoing devolution of federd
powersto lower levels of government, the woreda. Sidais closgly involved in this process
through the Sida-Amhara Regiona Development Programme (SARDP), and the importance of
promoting democracy by empowering loca communitieswill be further emphasised in the
current phase of the programme.

Democracy, good gover nance and human rights

Sweden has actively promoted democracy, good governance and human rights through its
support to the Ethiopian government and NGOs working in the region. Part of this support must
continue in the form of ‘ government-to-government’ cooperation. Important ingtitutions to which
support should be extended include the parliament, the Commission on Human Rights and the
Office of the Ombudsman for Human Rights. Funding for cgpacity building in areas such as
election procedures should aso be provided in the run-up to the 2005 election.
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Sector programme for the reform of thejudiciary

Extengve reform of the judicia sector isnow being planned under the SDPRP as part of
ongoing democratisation work and efforts to create a more favourable business climate.
Swedish development ass stance together with that of other donors could play an important role
by supporting this renewd of the legal system. It istherefore proposed that resources be set
asde for Swedish participation in broader support for the judiciary in close cooperation with
other donors and on the basis of the government’ s reform proposas. Continued close
consultation with other donors such as France, Irdland, Canada and the European Commission
arevitd, asis Sweden' s active participation in the donor group headed by UNDP, which has
regular meetings with the Ethiopian minister for capacity building.

Having regard to the deficiencies of the judicid system and their effect on respect for human
rights, support has been extended to the Raoul Walenberg Indtitute (RWI) in Lund and to a
local Ethiopian NGO to provide judges and public prosecutors in the Amhara region with
training in human rights. Although the project has been running since 1998 with the participetion
of 3,700 judges and public prosecutors, it must be regarded as arelatively limited operation.
Through the years, Siveden has repeetedly discussed human rights violations with the Ethiopian
government. To date, however, sgnificant funds have not been dlocated to courts for resource
building or education amed a countering the human rights viol ations which take place there.
Links with and opportunities to contribute to the above sector programme should be actively
sought.

Peace building and conflict management

Sustainable development in Ethiopiais predicated on peaceful conditions, both insde the
country and in the region as awhole. Possible direct peace support operations at regiond,
nationa and loca level include the promotion or creation of conditions conducive to didogue,
negotiation and the de-escalation of ongoing conflicts, efforts to provide groups and individuas
affected by armed conflict or insecure conditions with a greater measure of security, and efforts
to tackle basic structures and causes of armed conflict such as palitica and socio-economic
injustices and inequdlities, weak government structures, humean rights violaions, discrimination
on grounds of gender or ethnic background, environmental degradation and scarcity of common
resources, illega trade in commodities such as arms and drugs and access to handguns.

Thus pergpective on armed conflict aso be considered and incorporated into other cooperation
areas. Direct measuresin the area should mainly take the form of humanitarian assstance and
support to Swedish and local NGOs.

Cooperation with civil society
In the past, Swedish support to civil society organisations (CSOs) has mainly been channedlled
through Swedish NGOs. Loca NGOs have aso received assistance from funds reserved for
support for human rights'democratic development at the disposa of the Swedish embassy.
Following the SDPRP process and recognition of the part played by CSOsin poverty
reduction, and of their experience of working with poor people and vulnerable communities,
priority should now be given to seeking direct contact and closer working relations with these
organisations. In view of the experience some CSOs have of gender-rlated, HIV/AIDS and
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human rights issues, which are closdaly related to Swedish development cooperation gods,
increased resources should be directed at cooperation with CSOs in Ethiopia

Swedish support to human rights organisations such as the Ethiopian Women Lawyers
Associgtion (EWLA), the Ethiopian Human Rights Council (EHRCO) and Action Professonals
Association for the People (APAP) has had a positive impact on progress in the sphere of
human rights, democracy and gender equdity. Although amounts have not been large by
comparison with other sectors, effective use has been made of the funds dlocated. Evauation
studies show that the NGOs concerned not only command a grest dedl of respect in the
community but have dso achieved a number of stated god's. Such support should continue to
play acrucid role.

Swedish NGOs have found through studies and evauations that thereis till room for
improvement in Ethiopian civil society as regards networking, but that the number of
organisations in the country isrigng dramatically. The generd dimeate for civil society is
improving and government authorities are growing better at cooperating with actors from the
cavil society.

Funding for programmes that strengthen follow-up and reporting mechanisms in connection with
violations of children’srightsis vita to efforts amed a protecting these rights. Equally important
are efforts to improve the capacity of decison-makers to take full account of child rights.
Sweden should also assist the government and CSOs in their endeavours to promote access to
reliable healthcare, education and good quality socia services for children. In particular, priority
should be given to programmes aimed at children who are denied basic schooling, who suffer
from HIV/AIDS, and who are sexually abused and economicaly exploited, aswell asat child
and young offenders in the charge of the judicid and pend system for dedling with juvenile
crime.

In-depth cooperation should be targeted at areas such as HIV/AIDS (which should be financed
under the HIV/AIDS budget), access to socid services, democracy and human rights, including
child rights, promoting awareness of and combating femae genita mutilation, and small
environmental projects. Cooperation procedures must be devel oped so that the embassy is not
over-burdened. A proposa which should be considered concerns the setting up of afund to
manage an annua sum of capital, possibly as a donor-coordinated project. The fund would be
administered by a board compaosed of representatives of the donorsinvolved, civil society and
the government. It would have the authority to approve applications by organisationsin civil
society in accordance with previoudy adopted guiddines and follow-up procedures. The
purpose of such afund would be to ensure greater Srategic support to civil society.

Social development

Investment in socid development is crucid to the welfare of the people of Ethiopia, poverty
reduction and the emergence of amore socidly equa, productive, democratic and plurdigtic
society. This aso presupposes the creation of a society capable of embracing women and men
and their respective needs, experience and potentia. The rights of children and young people,
including the chance to share in this development must dso be strengthened.
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Important links and networks have aready been established between sub-sectors within the
socid sector. Wherever possible, these must be carefully congdered in al planning, follow-up
and evauation work. Education is one of the most important heglth factors and only healthy
children can attend school and receive ingtruction. Culturd activities can be an important
resource in education and an effective way of disseminating informetion about health matters.
This gpplies particularly to the fight againgt HIV/AIDS.

Sector programme for education

The Ethiopian government has drawn up a genera programme, the Education Sector
Development Programme (ESDP), aimed at expanding and devel oping the education sector. It
covers the development of dl aspects and levels of education, from pre-schools to vocationa
training schools and other indtitutions of higher education. Particular emphasi's has been placed
on teacher training at dl levels of the education system. Despite shortcomings, the programmeis
likely to prove the most important instrument for supporting the development of better
educationa opportunities in Ethiopia. Improvements in the quaity of education, and ingtruction
in democracy and human rights — which should be based on the UN Convention on the Rights
of the Child — are issues which must be addressed during the didogue on ESDP. The
programme discusses different ways of improving the capacity of the education system, such as
engaging NGOs to run schoolsin remote rurd areas and strengthening vocationd training.

Sweden will consider the possibility of supporting this comprehensive endeavour to develop the
education sector. If the programmeis found to be robust, support for this process will be
provided following consultation with other donors. Important criteria here will be the extent to
which girls have access to schooling and the qudity of education from a gender equdity
sandpoint.

In addition, Sweden will seek to promote greater donor coordination in the sector as awhole.

Sector programmefor healthcare

The Ethiopian government is currently drawing up a sector programme for the hedlthcare sector,
the Hedlth Sector Development Programme (HSDP) aimed at strengthening the sector asa
whole, improving access to services and enhancing their quaity and management. Sweden has
contributed to and supported the HSDP since work began in 1998. Certain mechanisms such as
follow-up and reporting procedures must be incorporated before full support can be extended
to the programme. Swedish funding should be provided in two stages during 2003-2005. In the
short term, and on the basis of recommendations set out in available evaluations, resources may
be alocated for specia projects such as necessary drug provision and capacity building in the
field of reproductive hedlth care. It should be practicable to incorporate these projects into the
HSDP at alaer stage. The programme should focus particular attention on women'’s hedlth.

Sweden belongs to asmall group of like-minded donors (other countries are the Netherlands,
Belgium, Norway and Ireland) that have come together to consider common, non-earmarked
funding for the HSDP when the programme is ready for full-scae financing. Sweden should aso
continue pressing for this group’s active contribution to donor coordination in this sector.
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HIV/AIDS

Thefight againgt HIV/AIDS isacrucid part of the war on poverty in Ethiopia and must be given
priority in al support areas. HIV/AIDS must be treated as a blanket issue and efforts must be
meade to find points of contact between the various sectorsin order to fight the epidemic
effectively.

The point of departure for dialogue with Ethiopia should be the country’ s HIV/AIDS action
plan, drawn up in 1998. Another source of guidance is the Swedish strategy for HIV/AIDS,
Investing for Future Generations, which stresses the importance of tackling the disease both in
the long and short term. Among the issues calling for atention is the low status of women in
society and the family, which prevents them from exercising control over their own reproduction.
The importance of safe sex should be highlighted. Also needed are preventive measures such as
information on sexudity, legd rights and the importance of taking precautions in the event of
infection. The diaogue should cover the tasks of the church and other organisationsin civil
society aswell asthe potentid role of the private business sector. More traditiona activities,
such asfinancid support to NGOs and counsdllor training programmes are aso important. HIV
testing equipment must aso be supplied and condoms be made more readily avallable. Findly,
measures aimed at srengthening palitica involvement in Ethiopia are essentid; the experience of
other countries in the region show that palitica involvement at the highest levels can make a
consderable difference when it comes to enhancing public awareness of the disease and its
rsks.

Sweden should actively promote closer donor coordination in this area. The sector programmes
for hedlthcare and education are potentially important components of the fight against
HIV/AIDS. Another key element should be support to NGOs. Efforts should be made to
promote loca and international networks to facilitate the exchange of experience and
information and help organisations work more efficiently and effectively. Specia consideration
should be given to efforts to combat HIV/AIDS by multilateral bodies such as the Globa Fund
to Fight AIDS, Tuberculosis & Maariaand the World Bank as part of Swedish support.
Conaultations should be held between the embassy and those responsible for Swedish funding
for these bodies.

Resear ch cooper ation and higher education

The ability to conduct its own research and access to higher education are essentia to a

society’ s development. The increase over the last three years in the number of educationa
indtitutions mainly intended for higher education reflects the priority given to these areas by the
Ethiopian government. Despite this, conditions for qualitetive research of significance for nationa
development are inadequiate to the task of meeting the wide-ranging scientific challenges.

Funding for research should focus on capacity building and ensure the coordinated provision of
arange of research components such as education, cooperation partners, equipment, etc. The
current cooperation partners, Addis Abeba Universty (AAU) and Alemaya University (AU),
are at present the only nationa universities engaged in research and the education of doctora
dudents. Thisisin line with the government’ s wish to concentrate postgraduate education at
these universties,
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Asthere are so few women in the academic world or in senior positions in society, specid
consideration should be given to measures to facilitate access by women students to masters
programmes and postgraduate educetion.

In accordance with stated capacity building objectives, funding for individua research projects
a AAU and AU should be accompanied by funding for research management and
adminigiration at university and department leve. In addition, efforts should be made to improve
conditions for nationd research coordination and develop anationa policy for research.
Support should accordingly be targeted directly at the nationa research council, the Ethiopian
Science and Technology Commission (ESTC). Support must also be extended to research
ingtitutes outside the universities. In the medica sphere, Norway and Sweden jointly support the
Armauer Hansen Research Ingtitute, a biomedica research indtitute specidising in modern
immunology.

Research cooperation is expected to remain at its present levels throughout the strategy period.
Although funding for the Wondo Genet College of Forestry will be wound down it is unlikely to
have ceased completely by the end of the period. The continued development of the sector
programme for education should supply the parameters for a possible phasing out of the other
educational components of this programme.

Culture

Culturd activity is crucid to democratic and human development. Sweden is prepared to
support efforts to enhance culturd policies and the country’ singtitutiond infrastructure, in
particular initiatives designed to influence and enhance freedom of expression and cultura
debate. Specid consderation should be given to initiatives aimed at fostering the ability of
children and young people to participate, express themselves and learn. Congderation should
be given to the feasihility of linking support to existing programmes and to regiond and
internationa networks.

Economic growth

Proposed Swedish messures aimed at enhancing economic growth in Ethiopia.comprise rurdl
development programmes in the Amhara region, efforts to develop infrastructure and the private
sector, and budget support.

The urbanisation process currently under way in Ethiopiainvolves benefits aswell asrisks.
Among the latter are the lack of adequate socid and economic infrastructure for people moving
to urban centres, which can lead to unemployment, deep poverty and a high crime rate. Sweden
should therefore congder the possibility of extending limited ass stance to the urbanisation
process, on the basis of the principles lad down in the SDPRP. However, new infrastructure
initiatives and support for the urbanisation process should form part of the current programme of
ass stance to the Amhararegion and not be provided at federa level.

Other prerequisites for economic growth, such asthe fight againgt HIV/AIDS and
improvements in hedth and education, are also being consdered, but in the context of other
cooperation areas.
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Rural development in the Amhararegion

Ethiopid s development strategy, as outlined in the SDPRP, is designed to stimulate economic
growth while ensuring afair digtribution of resources. The strategy focuses on rura
development, on the build-up of physicad and human capital and on increased decentraisation as
ameans of empowering people, enabling them to exercise greater freedom of choice and thus
gregter control over their lives. There are obvious links between the SARDP programme in the
Amhara region and the SDPRP. The emphasis on methods designed to encourage greater
participation is perhaps the most distinctive fegture of the SARDP aswell as of the direction that
the government has begun to move in. The SARDP has served as a source of ingpiration to the
government in itsingstence that power must be delegated to woreda level. Experience of
successful SARDP methods aimed a boosting participation in planning, implementation and
follow-up may be copied to other areas in the future. In this respect, SARDP can play an
important part as an example of good practices a the nationd level.

In 2002, the Government instructed Sida to prepare and enter into agreements on support for
the four-star SARDP Il programme, In March 2002 the two sides sSigned an agreement worth
SEK 200m for the first two years.

Swedish assgtance can be ingrumentd in furthering small farmers' sustainable production of
cereds and livestock in avariety of ways. Such measures include supporting more efficient
agricultura research and advisory activities, boosting water resources through the collection of
rain and flood water, and encouraging the development of smal-scae irrigation systems. In
addition, financid systems should be strengthened so that farmers, women and young peoplein
rurd areas can obtain improved production inputs and develop dternative means of support.
Product diversfication on smal and medium-szed farms should dso be encouraged through the
distribution of better seed strains and livestock breeds, while the rural road network should be
improved to make trangportation of goods and services more efficient. These are some of the
areas in which Swedish support can help boost both income and the supply of food in the
region.

The overdl am of the SARDP isto improve the rurd population’s ability to support itsdf by
generating a sustainable increase in agricultura productivity, proper management of natural
resources, and economic diversification, and by encouraging good governance and equitable
development. The SARDP seeks to support development at woreda level by enhancing
cgpacity for development planning and project implementation and execution, and by improving
digtrict services. Sweden must actively seek to mainstream a gender perspective into the
implementation process. Close attention must also be paid to the environmental aspects,
particularly to ways of reducing soil erosion and encouraging efficient water management.

The ‘block grants the government plansto provide a regiond leve will dso affect the SARDP
Il programme. Swedish support should aim to bolster the government’ s own effortsin this
sphere.

The SARDP aso has many points of contact with the nationd strategy for food security and can
help improve the generd food situation in the country. As regards the SARDP, Sida should dso
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take part in the dialogue currently under way on issues concerning security of tenure, gender
equaity and other policy issuesin the rura development sphere.

Further Swedish support to the SARDP will be contingent on the results achieved. Future
effortsin thisfied will aso hinge on whether programmes can be properly followed up and
whether adequate evad uation mechanisms can be established.

Besides Sweden, Itady, the Netherlands (partly in Amhara), the US (partly in Amhara but chiefly
in the food security field) and Irdand are dl active in the rurd development sphere viawhat are
termed area base programmes. In consultation with Netherlands and Irdland in particular,
Sweden will press for further donor coordination in the rural development field &t federd leve.
In addition, the coordination issue should be discussed with the regiona government in Amhara,
and afirg step should be to increase the exchange of information at regiond levdl.

Infrastructure

The repair, maintenance and congtruction of rura roads is an important part of the SARDP.
Further Swedish support for the road sector is judtified in light of the importance of
infragtructure for poverty reduction and food security. Sidais to continue preparing measuresin
support of the development programme for the road sector by co-financing aroad project
designed to link an area of food surplus, East Gojjam, with a deficit area, South Wollo in the
Amhararegion. The SARDP is active in both areas. The proposed project is an extensive one
with atota cost of USD 120m, due to the difficult terrain and the fact that severd bridges will
have to be built, including one over the Blue Nile. The project will have amgor impact on food
security, economic development and trade. Other donors are Italy and the EU. Each is
expected to finance around athird of the cost of the project, which is scheduled to run until to
2010.

Development of the private sector

Both the promotion of economic diversfication and development of the private sector, including
support for an expangon of the micro credit system, dready form an integra part of Sidaaid to
the Amhararegion. However, studies of the business environment and investment climate
suggest that misguided nationa policies and week inditutions at the federd leve represent the
maost important congraints on the development of efficient and competitive markets which could
contribute to growth and poverty reduction. However, the Ethiopian government seems more
interested in consulting with representatives of the private sector than in the past — and not soldy
with state-owned or party-controlled enterprises—and in implementing reforms aimed at
developing this sector.

In light of Sida's experience in Tanzania and Uganda, Sveden should agree to provide technical
assigtance for indtitution-building in Ethiopia. Sida should aso step up its efforts to encourage
trade between Ethiopia and Sweden, for ingtance by following up plans for the export of
Ethiopian textiles. A more exhaugtive did ogue must o be conducted on issues such asthe
need for a better development climate for the private sector, ownership rules, trade, land
mortgaging and use, buildings and persond property. Another important concern is how
enterprises are started and wound up (the level playing field) in the Ethiopian economy.
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Theinforma business sector is of vital importance to the Ethiopian economy. Bearing in mind
the urgent need to absorb the huge labour surplusin the agriculturd sector, Sida, possibly in
cooperation with other donors such asthe GTZ and ILO, should become involved in
programmes capable of speeding up the expansion and development of businesses in this sector.
In addition to measures associated with capacity building and financing, there are plansto
support urban development projects that will supplement the establishment of markets and
business opportunities for informa entrepreneurs.

Development of the private sector is aso a cross-sectord matter. When planning and
developing aid programmes for hedlthcare, education, road-building, road maintenance and
food security, efforts will be made to boost competitiveness and efficiency by involving non-
governmentd playersin the supply of goods and services.

Budget support

Since the present government took power in 1991, Ethiopia has enjoyed remarkable economic
sability. New research shows that — thanks to sound macro economic management — growth
has hel ped reduce poverty. Continued Swedish assistance aimed at balancing the government’s
budget and avoiding macro economic indahility is therefore warranted.

Budget support should be an integra part of Swedish development cooperation. Particular
attention is focused on the country’ s cgpacity for drawing up budgets and accounting for
government expenditure, and on how well it has managed to carry out reform programmes
supported by the IMF and the World Bank. A relatively good basis exists for Swedish
development cooperation with Ethiopia and for the provision of budget support.

The question of budget support isto be governed by the criteria set out in * Guideines for
support for economic reforms and debt relief” (UD1999/1275/1C) or in revised versions
thereof. Such support may be augmented by funds from the Appropriation Item for Africa but
must be subject to consultation between Sida and the Government Offices. Budget support isto
be provided in the form of assstance for the implementation of the SDPRP.

To the extent permitted by general and support-related conditions, Swedish support should be
based on multiyear agreements so that the Ethiopian government can incorporate donor funding
into its planning. Coordination with other donors and harmonisation with Ethiopia s
adminigirative processes and procedures should be sought. A precondition for budget support is
that the requisite systems for budget follow-up and financid control, whether in the form of
public expenditure reviews (PER) or of country financial accountability assessments (CFAA)
arein place.
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Other projectsand programmes

Staff and Consultancy Fund

The Staff and Consultancy Fund is a much-appreciated resource for short-term consultancy
work amed a strengthening the civil administration’ s cgpacity to plan and carry out
development programmes. Travel cogtsin connection with training courses organised by Sida
are financed out of this fund. The Staff and Consultancy Fund, however, should be used more
srategically during the strategy period and focus on current development programmes in order
to supplement efforts aready under way.

Humanitarian assstance

In view of the extent and complexity of the food security problem, long-term and
comprehengve initiatives are required if the Stuation isto improve. These relae to such areas as
increased agricultural production and sales, greater opportunity for earning non-agricultura
income, support for urban development and for the private sector aimed at creating more jobs
for the growing labour force, and capacity building in terms of ingtitutional and human resources.
The SARDP addresses severd of these development needs.

It isunlikely, however, that Ethiopiawill become sdf-sufficient in food in the foreseesble future,
The country will continue to need food ad either in natura or in cash, and, asin the padt,
Sweden must be prepared to help in the task of meeting urgent humanitarian needs. Such aid is
best provided ether by financing local grain purchasing or by funding wages so that peoplein
need can buy food, an gpproach in line with the SDPRP. For the purpose of dleviating the
effects of armed conflict and naturdl disasters, humanitarian assistance can be channdlled viathe
DPPC, Swedigvinternational NGOs or UN bodies. Humanitarian aid must be provided in such
away that it does not undermine long-term development of the agriculturd sector.

In March 2002, Ethiopia adopted a strategy for food security, drawn up in cooperation with the
EU and other donors. The aim of the Strategy isto ensure food security &t the household level
while the ADLI focuses on creating the conditions for nationa salf-sufficiency in food. Although
the strategy has been criticised for the way it has been implemented, Sweden can improve its
effectiveness by emphasising the implementation stage in its did ogue with the government and
by stressing the importance of complying with the strategy when the Swedish-sponsored project
for food security is carried out with the help of various players. One of the key features of the
new drategy, however, isthe specia budget sum of Birr 50m alocated by the government,
which reflects a clear commitment on its part to tackle the issue of food insecurity and not
samply rely on donor programmes. Possible Swedish funding for the implementation of the new
strategy should aso be considered.
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Financial planning

The proposed programme is based on preliminary planning data supplied by Sida. If operations
proceed according to plan, support may be increased, bringing the total estimated cost for
development cooperation with Ethiopia during the first three years of the strategy period to SEK
1,500m, of which SEK 200m will be channelled to NGOs. If however, execution of the new
sector programme, for example, is delayed, or other obstacles to its implementation emerge,
more limited support will be extended. A development cooperation agreement must be
negotiated on the bagis of this preliminary amount. The remaining funds can be used for
cooperation with civil society, or go towards embassy staff or programme devel opment.

A preiminary, indicative financid plan is set out below. The figures quoted arein SEK millions.
Transferring resources between sectorsin order to implement a programme of this magnitude
requires congderable flexibility.

Goal Sector 2003 | 2004 | 2005

Democracy and respect for

human rights
Democracy and human | 5 6 6
rights through the
government
Sectoral programme: 10 25 30
reform of the judicary

Civil society induding 10 30 30
democracy and human
rights

Social development

Sectoral programme: 30 70 70

education

Sectord programme: 15 40 40
hedlthcare

HIV/AIDS 10 30 30
Research cooperation | 35 30 30
Foredtry training 20 15 5

Economic growth

Rurd development in 100 110 120

the Amhararegion
Infrastructure 45 80
Industrid devdopment | 3 10 10

Budget support 80 100 120




Other

Staff and Consultancy Fund 2 2 5
Humanitarian assistance 25 25 25
Embassy g&ff, programme 10 10 10
development

TOTAL 345 548 611
of which budget support 80 100 120
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I mplementation and follow-up

This country strategy isto be implemented in continuous didogue with the Ethiopian
government. Moreover, in setting its priorities for the period, Sweden must be guided by the
decisons and actions taken in connection with the implementation of the country’s SDPRP.
Ethiopian ownership in the cooperation process is to be welcomed and Swedish practices and
procedures adjusted accordingly.

The potentid for harmonising government and donor processes with one another behind the
SDPRP is excellent. Swedish development cooperation should be designed to support SDPRP
priorities, and the instruments and procedures used by Sweden should be brought into line with
government planning and budget periods. Efforts should aso be made to ensure that the donor
community acts in a cohesive and coordinated manner.

Follow-up activities must be coordinated with the annua review of Ethiopia s SDPRP in order
to avoid duplication of work and ensure that cooperation is truly adapted to the SDPRP. Asfar
as possible, Swedish reporting and auditing standards should eventudly be based on Ethiopid s
own follow-up and audit systems. Along with other donors Siweden must take an active part in
designing the review so that opportunities to adapt the annua follow-up of the country Strategy
to this process can be actively investigated. This would also mean less need for bilatera
consultations on Swedish assistance, which could then be replaced by joint dialogues involving
other donors.

Sweden must continue to be proactive in enhancing donor coordination and harmonisation, and
the work of the local donor coordination groups should be given high priority. Bilatera projects
must aso be examined in the light of multilateral support financed by Sweden through the World
Bank or UNDP. Strategic links and points of contact should be identified and utilised wherever
possible. If Sweden can act asa‘slent partner’ in agiven sector through cooperation with a
like-minded donor country, eg. Norway, this possibility should be examined.

Non-tied budget support should be extended where possible and in accordance with currently
applicable criteria. Its provison should be linked to established follow-up systems so that the
performance and outcome of planned projects can be assessed.

Cooperation with the business sector and measures to promote Swedish exports to and imports
from Ethiopia should be considered in relation the priorities set out in the SDPRP and the
country drategy. Support to loca and internationd NGOs active in Ethiopiawill continue to be
an important modus operandi. Specid follow-up and evauation mechanisms will be needed for
this activity.

Follow-up and evauation must be centra to the country strategy’ s implementation. Specia
emphasis should be placed on devel oping methods for gathering information on the outcome of
projects and programmes and on their long-term effects.
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The country strategy for Ethiopia extends over five years and its successful execution will hinge
on developments in Ethiopia, not least in the politica sphere. Sdais required to provide the
Swedish Ministry for Foreign Affairs with advance information on projected annua volumes of
assstance and mgjor programmes and projects, and to consult with the ministry before taking
decisonsinvolving important matters of principle. The volume of assstance for 2003 is
estimated at SEK 215m, excluding proposed budget support.

Administrative r esour ces

The following development cooperation personnd are based at the Swedish embassy in Addis
Abeba a Counsdllor for Development Cooperation, two Swedish and two Ethiopian
adminigrative officers and a programme controller engaged on a full-time bass. Matersreating
to support for democratic development and human rights take up gpproximately haf the
Counsdlor’stime. The Ambassador is aso occupied to alarge extent with assistance matters.

The embassy and Sida s head office have been directly involved in drawing up, implementing
and following up the programme. The embassy will be authorised to disburse funds as soon as
the strategy has been formally launched.

Follow-up and evauation of performance and outcome must be strengthened during the strategy
period. The latter must be carefully scrutinised, in connection with new as well as ongoing
projects and programmes. Greeter emphasis must be given to the design of follow-up and
evauation systems than in the past. It may be necessary to redefine some of the assstance being
provided during the strategy period.

Road sector and private sector development projects will be extended during the period. These
are new sectors for the embassy. Cooperation with civil society will dso be intensfied, while the
fight againg HIV/AIDS mugt form an integra part of adl programmes. Greater priority must dso
be given to measures to promote democracy and human rights. These tasks will place avery
consderable burden on the embassy.

Two new foreign posts were created in 2002, one for a socio-economic advisor and the other a
two-year trainee post tied to the SARDP. Certain organisationa changes were implemented in
the autumn of 2002 in an effort to make more efficient use of available personnd. In addition,
Sdawill need to send out a further administrative officer to ded with some of these
new/enhanced areas, which will in turn necessitate the phasing out of one of the above posts—
presumably the two-year trainee appointment.
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