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EXECUTIVE SUMMARY

The government of Ethiopia has prepared an elaborate and comprehensive PRSP that contains
description of poverty profile, outline overal macroeconomic as wedl as key sectora
development objectives and drategies, a three-year macroeconomic fiscd framework and
financing plan, and a framework for monitoring and evauation of its implementation. This report
Ethiopia s PRSP from five inter-related perspectives. the processes, its content, public
finance agpects, capacity building issues, and donor’ s involvement.

The PRSP preparation process involved a two-phase exercise: preparation of 1-PRSP during
the first phase followed by the development of a full PRSP. The full PRSP preparation process
has benefited a lot from comments made by various quarters including the donor community on
the I-PRSP, as wedll as from best practices and experiences of other African countries, and
therefore reveded dgnificant improvement over the [-PRSP.  Broad and meaningful
participation of various stakeholders did take place during the consultation processes at various
adminidraive levels including the woreda (digtrict), regiond, and federd levels A padld
consultation process that was initiated and organized by various NGOs and civic associations
greatly contributed towards ensuring wider ownership as well as enriching the content of the
fina PRSP.

Ethiopia's PRSP is actudly a drategy paper for promoting Sustainable Development and
Poverty Reduction Program (SDPRP) in which government expressed its commitment towards
poverty reduction by making it the very orbit of development policy — it ams to achieve this by
linking poverty with growth process that is fast, broad-based, equitable and sustainable. With a
view towards meeting the Millennium Development Gods (MDG) by 2015, the target is to
reduce poverty by 10% at the end of the program period while maintaining an average red
GDP growth rate of 7%. In view of the magnitude and extent of poverty in Ethiopia, which is
widespread, degp and severe, there seems to be little option other than what the government
intends to achieve,

Content-wise, the SDPRP begins by providing adequate diagnosis of poverty profile — its
trends, dimensions, and determinants as well as a presentation of how these could be related to
growth. This andlyss is grounded on a fairly rich data-base. Then a detailed presentation is
made regarding the government’s development gods, policies and drategies — key eements of
these include (@) the Agricultural Development Led Indudridization (ADLI) as a drategy for
achieving rapid, broad-based, sdf-reliant development in the context of a growing market
economy, (b) the judiciary and civil service reforms, (¢) the adminigrative decentralization and
empowerment, and (d) capecity building. This is followed by a detailed discusson of the key-
sector development policies and drategies including agriculturd and rurd development in
general and food security in particular, the road and water development programs, and the
education and hedth sector development programs. The link between these development
programs and poverty reduction has been fairly adequatdy established. Issues of vulnerahility to



shocks and response capability as well as cross-cutting issues such as environmenta concerns,
population, gender, private and export sector development, urban development, HIV/AIDS,
etc. have been outlined.

The next important item contained in the SDPRP is the medium term expenditure framework
that presents resource estimates and its dlocation within a three-year macroeconomic fisca
framework as well as financing plan and expenditure management and control aspects. Its
sectoral coverage could be consdered as fairly broad and comprehensive; it covers both
recurrent and capital budgets dlowing for greater flexibility in redlocation of resources in
response to changed circumstances. Sectora expenditure frameworks do incorporate sectoral
drategy, objectives, activities and outputs. The gpproach followed is first to make a thorough
resource assessment that could be available both from domestic as well as other sources, and
then make resource dlocation decisons subject to the estimated resource bounds.
Government’s commitment to broaden its tax-base may help raise domestic revenues, while the
end of war with Eritrea helps cuts on defense expenditure, which could be redllocated towards
poverty-targeted sectors. However, the resource gap between projected alocation and
domestic financing capacity may be so huge as to render donor assistance to play a key and
crucid role in achieving SDPRP targets.

Findly, program targets, indicators and a framework for monitoring and evauation of the
SDPRP implementation process is outlined. Underlining on the importance of building on
exiging monitoring sysems, the intention is to exercise inditutiond responghilities and
participation through the decentraization process, but the ingtitutional and/or organizationd link
between the various coordinating units and those respongble for implementation, monitoring and
follow up a regiona levels must be carefully worked out. More importantly, a monitoring
drategy will be necessary tha clearly indicates the mechaniams of monitoring the SDPRP
implementation, its relation to ongoing monitoring sysems, the inditutions to be involved,
options for civil society involvement, and aternative ways of results dissemination to the wider
public. Public expenditure management and control covers reforms in budget, accounts and
expenditure planning and it helps promote trangparency and facilities that could help facilitate
tracking of poverty related expenditures. However, attention needs to be given to the timing
and sequencing of the reforms; and it isimportant to keep it reliable, predictable and credible.

Government’s acknowledgement of the criticdity of cgpacity limitations and its attempts to
sysematicaly address it in a manner that is coordinated and comprehensive is cruciad — the
package encompasses developing the human resource base, building and strengthening of key
indtitutions, and improving systems and practices. Successful intervention in this regard should
improve the capacities of those responsible for the preparation, implementation and monitoring
outcomes of SDPRP objectives at various levels. However, phasing, sequencing and graduadism
of reforms with continuous, strong and dedicated support from the center to the reatively
wesker ones may need to be considered without necessarily compromising the processes of
decentrdization and devolution. As part of capacity development, the need for enhancement of



public-private-community partnerships must dso be highlighted. Inditutional development
entirely devoted to poverty studies would be necessary.

Donor community’s preparation to work with SDPRP as organizing framework for their
assistance programs has been appreciated both by the donors and the government aike. The
donor community has expressed its readiness to support the SDPRP by providing technical and
financial assgtance for its preparation as wel as pledging to continue to support its
implementation. Government strongly expects for such an assstance to improve both in quantity
and in qudity if SDPRP objectives are to be fully achieved. Particular concern is over the
extent to which donor assstance would be flexible in its deivery mechanisms. Government
makes a strong case for channding of donor assstance in the form of budget support and in
tandem with nationd processes and systems. This is expected to be ddiberated upon in the
upcoming consultative process that is scheduled to take place towards the end of the year.

In conclusion, Ethiopia's PRSP process could be consdered as sufficiently participatory; the
SDPRP addresses the key developmenta challenges that the country has been facing; it is
adequatdly and systematicdly integrated with the budget process. Key capacity congraints for
the successful formulation, implementation and monitoring of the SDPRP &t various levels have
been identified, and government is attempting to aggressvely address them in a comprehensive
manner. Also, there seemsto exist strong support to the SDPRP from the donors community in
a coordinated manner; however, improvement in both quantity and qudity of this support is
desrable for a successful implementation of the SDPRP.



I ntroduction

The Ethiopian economy is predominantly agricultural with about 85% of the population being directly
dependent on it for their liveihood. However, the performance of the economy in genera and the
agricultural sector in particular has historicaly been very poor. The economy is extremdy vulnerable
to external shocks such as the recurrent drought. Poverty is widespread with a significant proportion
of the Ethiopian population lacking the basic necessities of life, such as lack of food, decent clothing,
shdlter and suffer from generd impoverishment. In addition, lack of access to education and medica
care, widespread unemployment and lack of income aso exacerbate the magnitude and severity of
poverty. Government has been introducing pro-market reforms since 1992 with a view to enhancing
overdl productivity, thereby improving the economic performance. As a result GDP grew a an
annual average rate of 5.8 percent during 1992/93-2000/01 period while inflation stood generaly at
below 5% - thisclearly is significant compared to previous period performances.

According to available data, 45.5 per cent of the total population or nearly 30 million of the
country’s estimated 65 million people are categorized as absolutely poor, i.e. they are unable to
lead a life fulfilling the bare minimum livelihood standard. There are significant variations in
poverty levels between rural and urban Ethiopia. For example, the incidence of poverty for
urban areas is estimated to be 36.9 per cent while the corresponding figure is 44.2 per cent for
the rural parts of the country indicating that poverty is much more widespread in rural areas
than in urban areas. Inter-regional disparities in the incidence of poverty are also significant;
poverty levels vary from 26 percent for Harari to 61.4 percent for Tigray. Inter-temporal figures
also suggest that the incidence of poverty has not improved much as only a 2.9 percent decline
has been registered between 1995/96 and 1999/2000. This improvement has been attributed
to a decline of rural poverty by 4.2 percent since poverty has worsened for urban areas over the
period, i.e., it increased by 11.1% (See Annex 1.)

It is against the preceding profile of poverty that the government of the Federal Democratic
Republic of Ethiopia (FDRE) submitted an Interim Poverty Reduction Strategy Paper (I-PRSP)
to the IMF and the World Bank in September 2000. The I-PRSP outlined the poverty reduction
measures that the government planned to implement and policy reform programs and
institutional changes that must be put in place to achieve poverty reduction.

The 1-PRSP was presented to a nation-wide public debate and discussion by a cross-section of
civil society, regional and local governments and the donor community. The policy document
was to be developed into a full PRSP by incorporating the views and suggestions of the
different stakeholders in poverty alleviation in Ethiopia. Observations and comments for
improvements were provided by independent institutions of civil society, including Christian
Relief and Development Association (CRDA), Forum for Social Studies (FSS), the Ethiopian
Economic Policy Research Institute (EEPRI), and the donor community as represented by the
Development Assistance Group (DAG). Some of the initial suggestions provided by these
organizations have helped in preparing the full PRSP.

The government initiated the PRSP process following the decision by the IMF, the World Bank
and other donors which required HIPC wishing to secure loans and debt relief to formulate and
implement a poverty reduction strategy. Like all other African countries, Ethiopia’s PRSP was
to be country-owned and participatory involving a wide cross-section of civil society, including
the private sector, Non-Governmental Organizations, civil society institutions and the donor
community in the process of its preparation. As a result, a nation-wide consultative process
was organized by the government involving the various sectors of the community throughout all




regions of the country between 6 and 18 of February 2002 with the exception of the regions of
Afar and Somali where it took place respectively between 9-11 March and 26-28 March of
2002.

Side by side with the government’s consultative process, various independent civil society
institutions launched their own series of consultative processes between December 2000 and
March 2002. The consultative process that took nearly two years was culminated by the
launching of the Federal PRSP Consultation that was held from 28-30 March 2002. The
national conference on the full PRSP brought together representatives from among the federal
government, regional governments, prominent citizens, journalists, religious leaders,
representatives of the donor community, NGOs, professional associations, and the business
community. Following this national conference, government officially released the full PRSP to
its development partners, including the World Bank, IMF, foreign governments and the wider
public.

The full PRSP was quite an improvement over the I-PRSP both in content and in terms of
addressing the multi-faceted nature of poverty and measures to ameliorate the problem. What
contributed to the qualitative improvement in the content of the PRSP is the fact that the
National Secretariat on the PRSP has, to a large extent, accommodated into the policy
document the divergent views and suggestions forwarded by civil society and the donor
community; and this has rendered the policy document to be a meaningful anti-poverty strategy.

The deep involvement and active participation of civil society as well as the commitment of the
government were essential conditions to improve the quality of the PRSP. The combined
efforts of the government and civil society greatly helped in transforming the final PRSP into a
more thorough and comprehensive analysis of the poverty situation in the country along social
and spatial dimensions, i.e. an analysis of the incidence, depth, and severity of poverty along
gender, age and rural and urban dimensions. Poverty analysis in the full PRSP was grounded on
much more reliable empirical data than the 1-PRSP. Further, the policy recommendations and
action plans as embodied in the final PRSP have originated from the analysis and have
incorporated the suggestions and views forwarded by the different stakeholders involved in the
consultation process.

To summarize, the government followed a two-phase consultative process in preparing the full
PRSP. In the first round, immediately after the government published its I-PRSP, independent
civil society institutions and the donor community organized a series of public discussions and
consultations. In the process, both the donor community and civil society institutions provided
suggestions on core issues and shortcomings that must be addressed in the final PRSP. In
addition, the federal government also simultaneously conducted public consultations on the I-
PRSP at regional and woreda levels. The inputs gained from these preliminary public discussions
and consultations were used to prepare the final PRSP, which was launched in March, 2002.

The second round of public discussions and consultations on the PRSP came with the official
launching of the Federal consultation from March 27-30, 2002. As explained earlier, this
conference brought together a diverse cross-section of civil society, including representatives
from the private sector, independent research and policy institutes, chambers of commerce,
professional associations, parliamentarians, community and civic leaders, trade unions, NGOs,
federal, regional and woreda government officials and representatives of the donor community.
All actively participated in the public discussions and forwarded suggestions that were later to




be incorporated in the full PRSP. Further, many participating organizations submitted
consolidated written reports and recommendations to the National Secretariat on the PRSP,
and requested the government to include these recommendations in the full PRSP.  The
SDPRP document that was launched by the government in July, 2002, is a culmination of a
two-phase process of public consultations and discussions.

It is against the preceding foreground that this evaluation on the process of preparing Ethiopia’s
SDPRP is being undertaken. The objective of this report is to assess the consultative process,
the contents, public finance aspects, as well as capacity concerns and the extent of donors’
support and assistance for poverty reduction as formulated in the SDPRP. The remaining part
of this document addresses five major issues. Section Il and 111 respectively provide a review of
the consultative process in preparing the SDPRP and its contents. Then Part IV presents an
evaluation of the public finance aspects of the SDPRP; while Part V reviews the extent to
which donor policies and resources are realigned in preparing and implementing the SDPRP.
Part VI deals with capacity building issues. Finally a summary of major points and lessons
drawn is presented.

The PRSP Process

A diverse group of institutions of civic society, including NGOs, the private sector,
independent research and policy institutes, professional associations, trade unions, women
groups and donor organizations have formally participated in Ethiopia’s PRSP process. As was
indicated earlier, the PRSP consultative process involved a two-phase exercise. The focus of
the first round of the consultative process was the 1-PRSP, which served as a sounding board
for the interests and concerns of the different stakeholders in poverty and poverty alleviation.
The second round of public consultations and discussions concentrated on the full PRSP, which
was finalized by incorporating the priorities as well as policy and resource concerns put forward
in the series of public consultative processes. These two rounds of public consultative
processes on the PRSP have generated strong commitment to reduce poverty and created an
enhanced sense of ownership and broad national consensus on the urgent need to tackle
poverty.

Public participation in the PRSP preparation process was mainly in the area of agenda and
priority setting. In this exercise, different stakeholders attempted to persuade the government
to include their interests and concerns in the national anti-poverty strategy as a priority agenda.
Many of them lobbied and pressured the government to allocate sufficient resources to address
some of these concerns and needs within the framework of the PRSP. This process had helped
to make the PRSP broad-based and representative of the concerns and interests of a wide cross-
section of civil society.

The PRSP process has yielded some key lessons and observations. There were also challenges
and constraints that had to be overcome in order to establish broad national consensus by
making the policy document transparent and inclusive of the competing interests and demands
of society. More than any thing else, the PRSP process provided a platform for an active
engagement of civil society in the public policy process. The following is a summary of the key
lessons and experiences learnt in the PRSP process in Ethiopia.

2.1. A strong coalition of civil society and the donor community helped formulate a broad-based PRSP




Despite their notable contributions, many civil society organizations (perhaps with the exception
of EEA/EEPRI and the FSS) that were actively engaged in the PRSP process had limited
capacity to engage in rigorous socio-economic research to the extent of influencing the economic
policy-making process and outcomes. This deficiency had to be corrected by forging a strong
codition of inditutions of civil society and the donor community to be actively engaged in the
consultative process to design the PRSP. The involvement of the different stakeholders in the
PRSP process lent legitimacy to the PRSP, earned it broad acceptance by the community and
enhanced sense of ownership by the different actors in the policy process. The contribution of
these actors mainly took the form of lobbying and pressuring the Nationd Secretariat on the
PRSP to add new inputs into the PRSP that have a direct impact on poverty dlevigtion. Many
of them took the initiative to submit written suggestions and policy recommendations that helped
improve the draft PRSP. The cumulative effect of this kind of active engagement has been an
improved and broad-based PRSP that has earned the trust and confidence of civil society and
the donor community.

2.2. Government’s commitment to a participatory policy process was the key to success

The commitment of both the federd and regionad governments to a wide public involvement in
the PRSP process was a key to the success of the PRSP process. At the beginning, the
government did not seem to be particularly keen about subjecting the I-PRSP to wide public
discusson and consultation. However, a gradua shift in government’s stance and conviction on
the need for public participation and consultation in the process and the redlization that civil
society can make meaningful contribution to the PRSP helped to formulate a policy thet reflected
a broad congtituency. Apart from improving the contents of the PRSP, the consultative process
enhanced sense of public ownership of the SDPRP and thereby improved the chance for its
effective implementation. More importantly, the process imparted key lessons in engaging
informed civil society in the public policy process — an aspect of democratic and participatory
governance.

2.3. Broad-based public interest and commitment to generate policy ideas with a view to improving the PRSP
contributed to success

The various dvil socdy inditutions who were involved in the consultations used different
innovative methods to influence the PRSP process. Many of them created an effective network
of inditutions and umbrella associations to persuade the government to include mgor policy
concerns and demands of their condituencies. This arrangement not only helped them to
exchange information and experiences but also increased their leverage in influencing the PRSP
as united advocacy groups.

Apart from effective networking, some civil society organizations used programs and methods to
engage the different stakeholders in the public discussons and consultations in the PRSP. Worth
mentioning in this regard is the Poverty Didogue Series conducted by the FSS, an independent
policy research indtitute. FSS ran a program of public debates and consultations involving
government policy makers and representatives from the private sector, professonad associations,
religious organizations, the NGO community and the poor for nearly two years. At each of the
public workshops organized by the FSS, these different actors discussed the severity and
magnitude of poverty and exchanged experiences on how to tackle it. The main policy issues




pertaining to poverty and poverty dleviation discussed at the workshops were submitted in the
form of a ‘Consolidated Report of FSS Public Debates and Consultation’” to aid the PRSP
process (EEA/EEPRI & FSS, 2001).

2.4. Innovative ways of involving the poor in the public debate on poverty and its alleviation

Some civil society inditutions experimented with innovative and creative ways of involving the
poor themsalves in the public debate on poverty and poverty dleviation. For example, the FSS
provided a forum to the poor to tell their own story to the public and the government to learn
about poverty from the poor themselves. It is not usud for the poor to talk about themselves.
Quite often, poverty debates are undertaken among people who themselves are not poor, and
the subject of the debates and consultation are not consulted. This innovative approach
represented a significant break from this tradition and gave the poor the chance to participate in
the discussion about poverty and poverty reduction.

2.5.Best practices and experiences from other African countries helped improve the PRSP participatory
framework

The PRSP process in Ethiopia has benefited from the experiences and best practices of other
countries that went through the same exercise earlier on. In this regard, an examination of the
participatory framework adopted by sdected countries in East Africa, has helped Ethiopia to
draw lessons on how to engage civil society in the PRSP process. In particular, a round table
discusson of the experiences of Kenya, Tanzania and Uganda jointly organized by the FSS and
the EEA/EEPRI imparted important lessons for Ethiopian civil society organizations in the design
of the nationd PRSP. Being held just as Ethiopia launched the I-PRSP, the round-table
discussons provided a platform for mutua exchange of experiences, and thereby inspired the
PRSP process in Ethiopia More important, it helped Ethiopia learn from the success and
failures of other countries.

2.6. Some important concerns aired during the PRSP process are not taken into account

Mgor existing development strategies and policies remained intact despite long and sustained
public discussons by way of attempting to convince the government to revist some of them to
ad poverty dleviation in the country. For example, the ADLI development strategy, the state
(public) ownership of land and land lease policies, were subjects of contention that generated a
lot of debate and controversy by different stakeholders. Despite arguments for revison of these
and other smilar policies so that poverty could be reduced through enhancement of private
sector development, government however remained incessant by keeping these policies intact for
an dleged reason that the suggested dternatives would go againgt the objective of bringing about
a broad-based development and poverty reduction.

2.7. The Participatory Framework for the PRSP process

The preceding discussion presented the key lessons and experiences learnt in the PRSP process
in Ethiopia 1t dso highlighted issues that contributed to success and identified congraints that
had to be overcome to advance the process further. Thanks to the government’ s commitment to
an open decision-making process, the entire process followed a well-thought plan of action that




involved a broad spectrum of civil society participation and donor organizations and
governments. The participatory framework was consisted of a number of committees that were
assigned activities that led to the successful accomplishment of the PRSP process. It isimportant
to narrate the list of activities undertaken to finalize the PRSP in order to understand the extent of
cvic engagement in formulating the find PRSP.

(a) PRSP Federal Steering Committee

This was the national committee that provided strategic leadership for the successful
formulation of the SDPRP. This committee consisted key sector ministries, including
ministries of education, health, and agriculture and was coordinated by the Ministry of
Finance and Economic Development (formerly Ministry of Economic Development and
Cooperation). This committee was supported by a Technical Committee and a National
Secretariat.

(b) PRSP Regional Steering Committee

This committee provided leadership for the preparation of the PRSP at the regional, zonal
and woreda levels and facilitated the consultation processes at all these levels of
administration. It consisted of sector regional bureau heads, including heads of education,
social affairs, health, agriculture and was coordinated by the head of the Bureau of Planning
and Economic Development of each region. It too is assisted by a regional technical
secretariat committee consisting of key sectoral areas of development.

(© Government (Public) Consultative Forums

On the government’s side, the series of public consultation at the federal, regional, and
woreda levels greatly aided the PRSP process. These formal consultations took place among
relevant government departments and sectors that have an important bearing on the success
of the PRSP. In particular, the woreda consultations directly involved the people in
debating the nature and magnitude of poverty in rural and urban areas of the country.
Equally important, it gave chance the people a platform to forward policy ideas on how to
reduce poverty. The main thrust of the PRSP process was the series of public consultations
that were conducted in 117 woredas out the 550 or so woredas of the country. The three-
day woreda consultations gave different sections of the community to discuss key issues of
poverty, including the nature and causes of poverty; trends of poverty over the past five
years; factors that contribute to poverty; people’s livelihood and associated problems;
problems of socio-economic service delivery; cultural and individual practices contributing
to poverty; administrative problems and other governance issues with direct bearing upon
poverty and poverty alleviation; and poverty reduction measures that need priority
attention. Altogether, about 6000 people participated in the woreda public consultations.
The participation of women was relatively high thanks to the exerted efforts of the regional
technical secretariat and sector bureaus.

This was cumulated by a regional level consultation process that involved about 2000
people. The process culminated by a federal level consultation in which about 450 persons
representing government at different levels, distinguished personalities, journalists, religious
leaders, the donor community, the private sector, civic associations, and NGOs
participated. A parallel consultation with representatives from pastoral communities, and
discussions at the Ethio-Forum organized by the Ethiopian Social Relief and Development
Fund (ESRDF) provided vital inputs to the PRSP process.




(d) Civil Society Forums

Side by sde with the government’ s consultation process, many civil society inditutions have aso
organized their own independent forums to give the public an opportunity to debate poverty and
its dleviation. The series of public workshops and consultations enabled representtives of the
various civil society organizations to discuss the severity and magnitude of poverty, and exchange
experiences on how to tackle it. In addition, the consultations enhanced public awareness about
the multi-dimensiond character of poverty and the need to involve severd stakeholders, including
the government and civil society, to overcome it. More than any thing ese, the PRSP exercise
provided an opportunity for civic society to engage in the public policy process thereby making
the policy making process more transparent and participatory.  Needless to say, these are
essentia conditions for genuine democracy and empowerment.

Contents of the SDPRP

Ethiopia’s version of PRSP is termed as ‘Sustainable Development and Poverty Reduction
Programr (SDPRP). To a large extent, the SDPRP contains the most important policy issues
that need to be implemented to reduce poverty. Its contents largely reflect the concerns and
interests of a diverse cross-section of civil society institutions and donors that participated in
the process of preparing the policy document. To this extent, it can be characterized as country-
owned and transparent, involving wide participation by interested stakeholders in the PRSP
process. It is hoped that this consultative process will be sustained through the implementation
process as well monitoring and evaluating its impact in reducing poverty.

The SDPRP presents an authoritative poverty profile of the country supported by empiricd and
datidtica data It provides sufficient andyss of the magnitude and severity of poverty throughout the
country. It is dso a comprehensive policy document that suggests a carefully thought out set of
measures to reduce poverty. A genera overview of itsimportant contentsis presented below.

The introductory section and that on poverty profile set out the vison and broad development
Srategies to transform the Ethiopian economy. In addition to providing a generd poverty profile
supported by empirical evidences, the sections provide an overview of the performance of the
Ethiopian economy since the early 1990s, and present a discussion of the mgor problems that the
economy had to overcome to bring about sustainable development and poverty reduction.

Sections on consultation process and their outcomes review the extent of public participation in the
formulation of the PRSP at the Woreda (didtrict), regional and federd leves of government. The
active involvement and participation of a wide cross section of civil society, including NGOs,
independent  research  inditutes and policy tink-tanks, private consultancy and advocacy
organizations, professona associations, chambers of commerce and trade unions, is wdll
documented.

Then the mgjor development gods, policies, Strategies and targets are addressed. The development
drategy is ‘to promote rapid, broad-based and equitable growth by focusing on rural
development and improvement in physical and human capital, and deepening the devolution
process to empower the people and expand the choices and control that people have over
their lives . Four core policies and strategies have been identified as ‘building blocks' for poverty
reduction: (@) ADLI, (b) Judicid and Civil Service Reform, (c) Decentraization and Empowerment




and (c) Capacity Building. A generd description of these key dementsisin order to show how they

are linked to the SDPRP.

(& According to the Ethiopian Government, ADLI is a srategy in which agriculture and industry
are brought into a sngle framework of development, wherein the development of agriculture is
viewed as an important vehicle for indudtridization by providing raw materia, a market base,
surplus labor and capitd accumulation (in the short to medium term). A priority to agriculturd
and rurd development is believed to address both objectives of growth and poverty reduction
smultaneoudy since the mgority of the poor resdes within the rurd sector employed in a poor
productivity agriculture. Hence, improving the performance of the agricultural sector is believed
to enhance the productivity of the mgority of the population (85% of totd).

(b) Ethiopias SDPRP consdersjudicial and civil service reform within the context of the broad
economic policy reforms deemed necessary for the establishment of a market economy and
atanment of macro-economic sability. The improvement of the judiciary and the civil service
systems are considered second generdtion reforms that will make a quditative change in
governance, trangparency and accountability within the public sector. Reforming the judiciary
will strengthen enforcement of contracts and property rights, while the civil service reform will
reduce transaction cogts and non-commercia risks. All these will play an important role in the
development of the private sector, and d o facilitate the development of socia capitd.

(c) The SDPRP drongly argues that decentralization and empowerment are essentia for the
successful implementation of anti-poverty programs and policies. In ardatively big country such
as Ethiopia with a large and widely dispersed rurd population, decentrdization is an effective
means of bringing decision-making processes closer to the people. Over the past decade or o,
the electorate, paliticians both at the federd and regiond levels, civil servants and association of
civil society have dl gone through a steep learning curve about the workings of democracy, and
va uable experience has been gained on federalism and devolved government.

(d) Findly, capacity building is an essentid component of the SDPRP. Capacity building is taken
to comprise the development of human resources, building and strengthening of ingtitutions, and
edtablishment of effective working practices. The program is to be implemented in relaion to
smdlholder agriculture, the private sector, and the public sector, including the judiciary. Training
of farmers, supporting micro-financing inditutions, and strengthening public and private sector
organizations involved in the development of agriculture will run pardld to judiciay and civil
savice reform programs. Taxation will receive priority within the civil service reform. Te
srategy and program framework for cgpacity building is desgned to feed into the reformulated
ADLI Strategy, judiciary and civil service reforms, and decentraization and empowerment;
hence, it isan integra part of the country’ s poverty reduction strategy.

The next important section of the SDPRP picks up the key sector development policies that are

identified as poverty related including agriculture, food security, roads, water resources devel opment,

education and hedth. Pastord development is dso included with particular focus on encouragement
of voluntary settlement through provison of improved water, pasture and socid services. A common
feature cutting across the trestment of these sectors, as we shall see later, is the issue of how their
development could be linked with poverty reduction. This is followed by a detalled outline of issues
surrounding private sector and export development (such as the need to create conducive investment
climate, finance, HRD, infrastructure, export markets, inditutions, etc), extent of vulnerability to
various kinds of shocks (natural or manmade, local or externa, etc) and response capability (by way
of absorbing the shocks as well as successfully coming out of it). Important cross-cutting issues such
as environment, population, gender, urban management (governance, infrastructure, housing, land,




jobs), and HIV/AIDS (focusing on prevention of the spread, decreasing vulnerability of individuas
and communities, caring for those living with the disease, and reducing the adverse socio-economic
consequences of the epidemic) have dso been addressed in detall highlighting on the importance of
implementing the respective policies that the country adopted. The bottom-line is that these concerns
need to be addressed in a systematic and coordinated manner if the effort of poverty reduction isto
be successful. It is noteworthy to state that most of these concerns could as well be addressed
through the key poverty-related sectors such as for example, girls education, mother and child hedlth
care, etc.

Then comes the section on the macroeconomic fisca framework and financing the program. It
presents estimates of program costs by sector hence determining the resource envelope, identifies
likely sources for financing including the HIPC debt rdlief, dlocates resources to sectors within the
MEFF. The gpproach used is to estimate program costs firdt, then to seek financing through various
channels. Details are provided in part four of this report.

The find section of the program is that deals with program targets, monitoring and evaluation system.
Among other things, by presenting the ingtitutiona responghilities and links, it reviews the exising
monitoring and evauation systems and argues for building on this capacity for better and integrated
mechanians. In fact this is very important in view of the vauable experiences gained in such
important process. It dso proposes an outline a framework for preparation of SDPRP progress
report and other dissemination plansin amulti-actor setting.

In more concrete terms, a close examination of the contents of the SDPRP brings out the
following experiences and observations:

2.1.The SDPRP is grounded on adequate poverty diagnostics

One of the requirements of an effective PRSP in reducing poverty is that it should be based on
adequate analyss of the magnitude and causes of poverty in the country. In this regard,
Ethiopia’'s SDPRP fares well in terms of being grounded on adequate poverty diagnogtics. The
document has amagjor focus on the incidence, trends and severity of poverty across geographical
and socid dimengons, i.e. among the different regions of the country and gender and age
dimensions respectively. In addition, the magnitude, severity and incidence of poverty in both the
cities and the rurd areas have been adequatdly treasted and their causes and manifestaions
analyzed in the SDPRP with much more rigor and intensity than in the original [-PRSP. Indeed,
the contribution and the commitment of awide spectrum of civil society inditutions and the donor
mede al the difference.

Prior to starting the preparation phase, the government had conducted an extensive research and
collected data on the severity, causes and manifestations of poverty throughout the country in
both the rurd and urban areas.  Not only had the Government made use of existing socio-
economic data generated by the Central Statistical Authority (CSA) over the years, new projects
to gather enough socio-economic and poverty data that will assst in preparing the SDPRP were
undertaken. In this connection, suffice to mention the Household Income Consumption and
Expenditure (HICE) and Wedfare Monitoring (WM) Surveys conducted by the Ministry of
Finance and Economic development for two periods - 1994/95 and 1999/2000. The results of
these two data collecting exercises were the bads for preparing the SDPRP - no doubt
enhancing the effectiveness of the policy in reducing poverty.

2.1. Adequate emphasis is given to key sector development policies and strategies




An effective assessment of a national PRSP must cover key development policies and strategic
issues that will improve the poverty Stuation in the country. The examination of these policies and
drategies in a nationa context is crucid for the success of the anti-poverty program. From this
perspective, the Ethiopian SDPRP has placed sufficient emphasis on key sector development
policies and drategies that can hep the country pull itsdf out of poverty. These include
education, health, water resources development, infrastructure and roads, food security, pastora
development, etc. It has been articulated in the SDPRP that sgnificant resource investments and
magor improvements in these areas would be made to decrease the extent of rural and urban

poverty in the country.

2.2.Important policy reforms needed for the success of the SDPRP are undertaken and fully addressed in the
document

A magor srength of Ethiopia’s SDPRP isthat key policy and indtitutiona reforms required for the
successful implementation of the anti-poverty policy have either been implemented or are
addressed as important policy parameters.  The SDPRP fully addresses civil service and judicia
reform, decentrdization and empowerment and capacity building as core ingtitutiona foundetions
for the successful reduction of poverty in rurd and urban Ethiopia, and outlines measures to
deepen the process of ingtitutional and adminidrative transformation throughout the country.
Further, the document aso reterates that the Government has dready taken a number of
sgnificant stepsin these areas and is currently focusing on how gains achieved in these and other
policy concerns can be integrated into the national anti-poverty effort.

2.3.The SDPREP is properly anchored in Ethiopia’s overall development goals, policies and strategies

Ethiopia s SDPRP is wel anchored within the overal development goas, policies and strategies
of the government. The country’s overal development strategy accords primacy to agricultura
and rurd deveopment, which provides liveihood and employment to about 85 per cent of the
population. In this connection, the policy paper puts specia emphasis on rurd and agricultura
development as a nationd priority area and points to a policy direction that projects the
development of other sectors including urban and indudtrid growth to be driven by the
agricultura development led indudtridization Strategy. Since the god of agriculturd and rurd
development is accorded centrality of the country’s development strategy, much of the country’s
resources including foreign aid will be channeled to promote the rapid growth of this sector. The
government of Ethiopia argues that improvements gained in this important sector of development
will make a Sgnificant contribution towards poverty reduction for the vast mgority of Ethiopians.

2.4.Key issues needed for the successful implementation of the SDPRP are incorporated

Appropriate tools and techniques of public expenditure management and control are built into the
SDPRP. Thiswill no doubt guarantee efficient and proper use of public resources in the process
of implementing anti-poverty plans and programs. Apart from efficiency consderations, the
public finance management and control tools put in place will dso enhance accountability and
trangparency in the disbursement of much needed resources for development and poverty
reduction. At a minimum, these are required for the legitimacy and continued support of the

policy.




Another key dement included in the SDPRP is the monitoring and evauating mechanism built
into the policy to assess the extent of poverty reduction with the progressive implementation of
the anti-poverty action plans and programs. The evauating and monitoring techniques and
procedures will be used to generate periodic reporting of the successes as well as timely identify
policy congtraints that might have hampered progress in implementation.

The SDPRP recognizes that donor support and assstance is needed for its finandng. In this
regard, the policy paper presents a clear and redlistic outline of the sources and means of
financing the different programs and activities as being from both domestic and externd sources.
While expressing the government’s preference for budget support in redizing the goas of the
SDPRP, it also cdlls upon all development partnersto facilitate market access, trade, and foreign
investment flows to contribute to the redlization of Ethiopid s development and poverty reduction
objectives.

2.5.Cross-cutting issues of development are adequately addressed in the SDPRP

Ethiopia’s SDPRP has adequately addressed cross-cutting issues of development and poverty
reduction. The link between environment and development, population and development, and
gender and development has been wel articulated in the policy program and action
recommendations have been provided to integrate these legitimate development concerns within
the overdl framework of the anti-poverty srategy. Further, redistic and implementable
drategies have aso been built into the SDPRP <0 that interventions in any of these areas support
the complementary development goals.

In addition, other important issues, such as private sector development, export sector
development HIV/AIDS and how this scourge affects nationa development are also addressed
in the SDPRP. In the area of private and export sector growth, the document underscores the
importance of promoting these two activities to aid overdl economic growth, and outlines
policies that the government needs to put in place in order to foster a working public-private
sector partnership to speed up the achievement of the country’s long-term economic
development and poverty reduction objectives.

In the area of containing and preventing the HIV/AIDS pandemic, the SDPRP recognizes the

government’s responsibility to dlocate sufficient amount of resources to defeat this nationa
menace. Equdly, it recognizes the role and contribution of different organizations, including
NGOs, religious organizations, civil society and foreign governments and multilateral ad
organizations, as being indigopensable in fighting the disease affecting an increasing number of
Ethiopians as each day passes.

2.6.The Government’s Approach towards Poverty Reduction

The Ethiopian government boldly states to directly target poverty reduction as its core objective
— not just going around it through firgt achieving economic growth. It hopes to achieve that
through ‘ promotion of rapid, broad-based and equitable growth by focusing on agriculturd and
rurd development and improvement of the physica and human capitd, and degpening of the
devolution process to empower the people and expand the choices and control that people have
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over thar lives. It identifies investment in education and hedlth as crucia areas to achieve apro-
poor economic growth pattern since these enhance the productivity of land and labor
(particularly rurd labor) of those who are poor. This makes sensein view of the heavy weight of
the rural population (85 percent of total) and the high poverty concentration ratio (incidence' -
45.4 percent compared to urban 36.9 percent). Important and huge resources are tied up within
a low productivity sector rendering returns on agricultura employment to be very low. If
successful on these fronts, then the strategy would aso have a food-security improving effect
through enhancement of productivity. There is alot to be desired on both counts, i.e., education
and hedth, for Ethiopia as a whole and for its rurd population particularly. Thus, given the
relatively basc egditarian Structure that prevails in rurd areas on the one hand and the current
low level of productivity of labor as wel as land on the other, any invesment to enhance the
productivity of these two factors should have a direct poverty reducing impact.

However, in view of the fact that urban poverty has increased by about 11 percent while it
declined by 4 percent in rurd areas between 1995/96 and 1999/00, consistent with the
government’s avowed stance to combat poverty directly, a more direct and targeted intervention
would be necessxy to address the specific nature of urban poverty. This is because,
notwithstanding the growth linkage effects of rurd and agriculturd development on non-
agriculturd petterns of development, the potentia risk and cost of excluding the urban poor
could be quite high. Urban poverty is srongly linked with absence of productive employment
opportunities — which is gpparently a structurd problem in Ethiopia — that cannot be easly
assumed to beindirectly addressed through achieving agricultura development. For instance, one
of the things that an agricultura growth would bring about isimproving the adequacy and stability
of food supplies and reduction in food prices (through increased productivity), i.e,, improving
food security. However, even under market condition of extremely depressed food prices, what
has been observed in the recent past is that farmers could not sdll their produces for the smple
reason that there was little effective demand due largely to weak purchasing power of the market
dependent population the magority of which are absolutely poor. Hence, reduction of urban
poverty is ingrumenta not only in its own right, but even for a successful agriculturd growth and
rurdl poverty reduction to occur. The PRSP document addresses reduction of urban poverty in
the framework of an urban development process. The ement of ‘srengthening employment
opportunities revolves around desgn and implementation of public work programs, skill
development for saf-employment, expansion of pro-poor micro-credit facilities, etc. It doesn't
seem to be strongly and explicitly linked with ‘private sector’ development. Hence, in this
respect, the link between mgor development policy and poverty reduction doesn't seem to be
direct. Hence, it is necessary to establish how gains in agriculturd and indudtrid growth can
contribute to effective poverty reduction both in the short- and long-term. Also, the SDPRP
needs to be trandated into detailed and concrete action plans so that smooth implementation
could be facilitated. The process of monitoring and evauating the impacts of the SDPRP can be
aided by a clear definition of operational goas which sets out how a particular anti-poverty
policy and its components will be trandated into action that can reduce poverty in the long and
short-term. Obvioudy thisiswhat would follow when it is broken down by sectors and regions.

! Based on head-count ratio. The over-all poverty incidencein 1999/2000 is estimated to be 44.2%
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Public Finance Aspects and implications

4.1. MTEF as Instrument of Public Expenditure Planning

PRSPs are trandated into public expenditure programs using the instrument of Mid Term
Expenditure Framework (MTEF). The later provides the linking framework (which is a coherent
multiplayer macroeconomic, fisca and sectora framework) that alows expenditures to be driven
by policy priorities and disciplined by budget redities (WB, 1998). It links policy-making,
planning and budgeting, reflecting government’ s capacity and willingness to prioritize expenditure
programs, thus integrates the top-down resource envel ope with the bottom-up sector programs.

However, it is important to note that MTEF done cannot deliver improved Public Expenditure
Management (PEM) in dtuations where other key aspects of budget management, notably
budget execution and reporting, remain weak. It does not cover dl reevant budget formulation
issues such as budget comprehensiveness, it must be preceded by a comprehensive, detailed
diagnoses of budget management systems and processes in order to ensure appropriate design
of reform programs (hence the issue of reform sequencing must be addressed); and it should be
seen as a package of bundled reforms (Houerou and Taliercio 2002).

The mgor purposes of MTEF include that it leads towards greater macroeconomic baance
including fiscd discipline to be atained through good esimates of the available resource
envelope; it Improves inter- and intra- sectora resource dlocation to be attained through effective
prioritizing al expenditures and dedicating resources only to the most important ones; it leeds to
greater budgetary predictability for line minigtries to be achieved through commitment to more
credible sectord budget celings, and a more efficient use of public monies to be achieved
through dlowing line minidries greater flexibility in managing their budgets in the context of hard
budget condraints and agreed upon policies and programs, greater politica accountability for
public expenditure to be achieved through more legitimate decision making processes (see WB,
1998:46)

In a nutshdl, MTEF has three pillars. projections of the aggregeate resource envelope, cost
estimates of sector programs, and a politica-adminigtrative process that integrates the two. It is
important that MTEFs need to be adgpted to the particular inditutiona and politica
circumstances. The objective of this section of the paper is to assess the qudity of budgetary
process and the degree to which the PRSP objectives and the MTEF are linked indtitutionaly in
the Ethiopian context.

4.2.Scope of MEEF, targets, costing and financing of SDPRP

The ingrument of MTEF is patidly derived from a three-year Macroeconomic and Fisca
Framework (MEFF) on the basis of which revenues and expenditures are projected. Public
Expenditure Planning (PEP) that helps program expenditures by sectoral envelopes has yet to be
fully implemented. Nevertheless, rdiability and smplicity are two important condderations to
take into account in making projections. The macroeconomic framework of renewed economic
reform and recovery program that is included in the SDPRP seem to be somewhat ambitious but
it is conggtent with the poverty reduction objectives — it ams to attain sustained economic
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growth and poverty reduction (aso by sgnificantly increasing expenditures on poverty reducing
sectors), in a stable macroeconomic environment. There is an objective to achieve targets (in the
medium term) of an annud average red GDP growth of about 7% (a bit higher than the average
for the last decade which is 6%), maintaining stable prices (containing inflation to below 5%) and
foreign exchange reserve to cover 4-5 months of import of goods and non-factor services, as
well as reduction of fisca deficit (including grants but excluding specia programs) from 6.1% of
GDPin 2002/03 to 5.2% by the end of 2004/05.

In terms of coverage, the four major priority sectors identified to have the most
direct impact on poverty reduction are included in MEFF — these include agriculture (food
security) and water resources, health, education and infrastructure (road network).
Consistent with government’s development strategy, the aim is to reduce poverty through
enhancing the productive capacity of the poor. As stated above most of the poor are found
in rural areas depending on a low-productivity agricultural sector for their livelihood.
Incidence of food insecurity (proxied by food-poverty correlates) is also very high. The
target is to reduce general poverty from 44.2 in 1999/00 to 38% by 2004705 (reduction by
about 2 percentage points per annum for three years), and food-poverty in rural areas from
41.9% in 1999/00 to 36% by 2004/05. These targets seem to be a bit ambitious; but if
attained, this should reduce both overall poverty as well as food-insecurity significantly due
to the effect largely of mere numbers; i.e., the heavy weight of rural population in total.
Moreover, linking poverty alleviation with empowerment of the poor and increased
agricultural productivity should lead to increases in income while improving food
availability, stability and access via the wider growth linkage effects — namely, improved
agricultural performance impacting upon the performance of the overall economy, not just
limited to rural areas. Expenditure forecast suggests that agricultural and water resources
would absorb about 16% of the total expenditure in the medium term.

Improvement of clean water supply is singled out as priority area with a target of
increasing access to clean water from 30% to 39.4% at a national level - breakdown into
rural and urban areas indicates that this would increase from 72% to 82.5% for urban areas
and from 24% to 31.4% for rural areas. Budgetary allocation including for small-scale
irrigation is estimated to be about 938 million in the first year, 950 million in the second
year and 1.2 billion in the third year.

The focus on health sector has a target of reducing mortality rates (infant mortality
rate from the current 97/1000 to 85/1000 — a target which again seems to be ambitious;
child mortality rate from the current 167/1000 to 160/1000; and maternal mortality rate
from 500-700/100,000 now to 400-450/100,000). It aims to achieve these through
improving access to health services, immunization of children and reducing transmission
and prevalence of HIV/AIDS. This is backed by a budgetary allocation that is projected to
increase from 6% in 2000/01 to an average of 8% of total annual budget in 2003/04 and
2004/05. This is a growth rate of about 57.7% over a four-year period, also amounting to
14.4% growth per annum, which is deservedly quite substantial.

The education sector emphasis is on primary, tertiary and vocational training. As far
as the primary education is concerned the target is to increase gross primary enroliment ratio
from 57.4% (2000/01) to 65%, reduce grade 4-8 repetition rate from 10.3% (2000/01) to
6.4%, increase girls/boys students ratio from 40.6% (2000/01) to 45%, and reduce primary
school dropout rate from 17.8% (2000/01) to 8.9% by 2004/05. These imply a growth rate
in gross primary enrollment of 13.2% (3.3% per annum), girls/boys students ratio of 10.8%
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(2.7% per annum), and decline of grade 4-8 repetition rate by 38% (9.5% per annum) as
well as that of primary school dropout rate by 50% (12.5% per annum). Technical and
vocational education and training (TVET) is expected to expand so as to accommodate an
annual 55,000 intake. The target for tertiary education is to expand annual intake capacity
of 30,000 at undergraduate level and 6,000 at postgraduate levels. These are extremely large
figures and are unprecedented. On the other hand, the education budget share is projected
to increase from 14 percent of total in 2000/01 to an average of 18 percent per annum for
the next three years; i.e., an increase between 2000/01 and 2004705 by 37 percent (9.4
percent per annum). In terms of GDP share, expenditure on education tends to increase
from 5 percent in 2001702 to 7.4 percent in 2004/05.

The road sector improvement component has a target of increasing road density
from 29km/1000km? to 47km/1000 kmz2. It is estimated that this sector would absorb
about 15% of total expenditure. Share of government expenditure relative to GDP is
estimated to amount 8% in the first year, 8.3% in the second and 8.7% in the third year.
The significant projected increase in the first year compared to the base (initial) year could
be noticed, i.e., from 3.6% in 20001/02 to 8% in 2002/03.

Ethiopia’'s MEFF sectoral coverage could be considered as fairly broad; however,
the capacity demands may be quite large. MEFF covers both recurrent and capital budgets
— this is one of its strong sides compared to those covering only recurrent? ones, since it
would allow for greater flexibility in reallocation of resources in response to changed
circumstances. It is also comprehensive in a sense that it encompasses spaces for donor
funding, user fees (e.g., tertiary education), etc., and contains some information on intra-
sectoral resource allocation — for example, expenditure on health sector has allocations for
HIV/AIDS, etc. This is important for guaranteeing efficient and effective resources
utilization at implementation phase.

Since the budgeting process in Ethiopia involves cross-sectoral as well as cross-
regional dimensions, it is important that the MEFF reflects the political as well as the fiscal
decentralization process. Sectoral expenditure frameworks do incorporate sectoral strategy,
objectives, activities and outputs. A detailed program costing seems to be carried out sector
by sector for the priority sectors in general as well as identifying the intra-sectoral priorities.
For example, the budget requirement for the agricultural sector is intended to finance
programs such as agricultural research and supply of improved technologies, extension and
credit services, resettlement programs, etc., that are otherwise difficult to be covered by the
farmers themselves.

The estimated total cost of the SDPRP program (high scenario) for the first three
years (2002/03 — 2004/05) amounts to 52.5 billion birr which is about 2/3 of projected
total government expenditure including domestic and external debt amortization. There is a
notable budgetary expansion for the poverty related expenditures compared with actual
budgetary allocations for 2001/02; i.e., expenditure forecast for 2002/03 shows a growth
rate of about 80% over the actual budgetary allocation for 2001/02 for these sectors.
Similarly, the relative share of poverty related expenditure in total has jumped from 46% in
2001702 (budgetary allocations) to an average of 56% for the three years. In terms of GDP
shares, the poverty related sectors are projected to receive expenditure to the order of about
21.8%, 22.5%, and 23.3% of GDP in the three successive years — which is significant
compared to budgetary allocations in 2001/02; thus increasing the relative allocations from

2 commonly much recurrent budget is wage-bill which may not be changed in the short to medium term.
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13.9% of GDP in 2001/02 to 23.3% by 2004/05 most of which reflecting expenditure on
road network.

These projected poverty related expenditures are expected to be financed largely
from budgetary adjustments including savings on budgetary cuts in administrative and
government service delivery and maintaining a constant (in absolute terms) or declining (in
relation to GDP) expenditure on defense.

Clearly a substantial resource gap is generated between projected allocation and
financing capacity which even after applying HIPC resources is quite big. Government
realized the difficulty to realize this, and accordingly made downward expenditure
adjustment for priority sectors to match resources that could be generated. This exercise
resulted in a low scenario estimate of total cost of the SDPRP for medium term that
amounts to 37.4 billion birr which is now about 56 percent of projected total government
expenditure including domestic and external debt amortization. It could be seen that
forecasted expenditure on poverty related sectors tends to increase steadily both in absolute
terms as well as in relation to total government expenditure for the medium term. Total
expenditure is forecasted to grow by 13% in 2002703, 3 percent in 2003/04 and 10 percent
in 2004/05. On the other hand, the corresponding projected growth rates for total revenue
and grants are 10 per cent (2002/03), 11 percent (2003/04) and 12 percent (2004/05).
These growth rates are higher than that registered in the preceding year which is 8 percent.

The MEFF presumes the likelihood of prevaence of high domestic resource mobilization and
moderate inflow of externd support. These two plus the gains from budgetary restrains in non-
priority sectors are expected to increase expenditure on poverty targeted sectors. Government
seems to be committed to broaden its tax-base; this should be possible with the new tax reform
in place (which include improving the efficiency of the tax system through streamlining income tax
legidation and refocusing on indirect taxation, as well as revamping tax adminigtretion), which
may raise tax revenues. On the other hand, the end of war with Eritrea and the subsequent peace
dedls entered into has facilitated budgetary redlocation towards poverty-targeted sectors.
Defenseis projected to receive a congtant absol ute amount and a declining share relaive to GDP
growth. Hence, it is logica to expect for resource mobilization efforts (generating as well as
saving) to meet an important portion of the MEFF requirements. Donor assstance and
government’s commitment to alocate these resources on poverty-targeted sectors should
complete the cycle.

The assumption of high domestic resource mobilization, though desirable, seems to be somewhat
amhbitious in the medium term. This is particularly so when one consders the extent to which tax-
base has higoricaly been narrow and low in absolute terms (tax/GDP ratio equals 14%). The
tax reforms introduced are comprehensive and somewhat radical®, but they are also recent and
definitely take some time to take firm roots. Apparently, tax/GDP ratio is expected to increase
by 0.8 percentage points only during the three-year period in which MEFF is projected. Tax
revenues may rise in absolute terms provided that there is high rate of economic growth over the
period — which is projected at about 7% in real terms. Over the past few years the economy
grew on average by 6% per annum (UN-ECA, 2002). However, the likelihood of sustaining
such a growth rate depends on the most important factor that has been explaining economic

® These include introduction of VAT, tax law, Tax Identification Number, presumptive tax assessment, and
improvement of tax administration.
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growth in Ethiopia — i.e, the avalability of good rains both in amount and digtribution. One
should aso need to keep an eye on the factors affecting the growth of the private sector, which
goparently is a its primordid stage. And, the indtitutional capacity building requirements for a
smooth adminigration of the tax reform that is being implemented could be insurmountable
especidly when one congders the fact that its launching having to coincide with the beginning of
the MEFF period. Add to this, Ethiopias desperate dependence on the flow of foreign
resources does not lend much to expectation of a dramatic turn-around in a short period of time
to which the MEFF refers. Hence, externa support, including the interim enhanced HIPC relief,
should make substantia inputs to raise expenditures on poverty-targeted sectors in the short to
medium term.

4.3.Institutional Responsibilities and Participation

The macroeconomic Policy and Planning Department of the Federd Minigtry of Finance and
Economic Development is the central body responsible for PRSP and its MEFF component
including drafting progress report. Implementation follows the logic of both politicd as well as
fiscd decentraization that have been taking shape and depth at lower levels of tiers — woreda
(digtrict) has been identified as the key development administrative unit and efforts are underway
to improve the capacity of woredas to be able to manage the PRSP process at the loca level. In
view of the wider and profound palitical and economic powers that regiond governments enjoy
visavis the centrd government, the inditutional and/or organizationd link between the various
coordinating units and those respongble for implementation, monitoring and follow up a regiond
levels must be carefully worked out. More importantly, a monitoring Strategy that sets out
elements of how it proposes to monitor the implementation of the poverty reduction strategy,
how it will relate to ongoing monitoring sysems, which ingtitutions will be involved, whether there
will be any participation by civil society, or how the results will be made available to the public

will be necessary.

Logicdly, it seems, the regiona planning and finance bureaus are going to be responsible for
managing PRSP at regiond and sub-regiond levels. The assumption is thet regiona states would
wholeheartedly adopt the federd government’s MEFF and commit themsalves to it. Fiscal
decentrdization in Ethiopia hinges on ensuring a system of taxation that alows some revenue
collection by the regiona governments and some revenue sharing with the centra government. It
aso provides for the mgority of revenue to come under centrd government’s authority with
budgetary subvention to the regions. On the other hand, it grants the regiond governments full
autonomy in budgetary expenditures, which is believed to have created consderable space for
effective tracking of poverty directly a grass-roots levd.

It is anticipated to give block-grants directly to woredas — which, based on wider and active
public participation, would be used for implementation of locad development programs including
primary education, primary hedlth care, rurd water supply, rurd roads and agriculturd extenson
—no doubt these are the same priority sectors identified by government at the macro level. These
steps are crucid but not necessarily sufficient for ensuring adequate budgetary dlocations by
regiona governments to sectors as prioritized in the PRSP document nor would it necessarily
lead to an efficient and effective utilization of the dready alocated resources. It requires
Subgtantial implementation capacity, commitment but dso ownership and accountability at al
levels.

16



4.4.Public Expenditure Management and Control

One of the five programs that have been covered within the broader civil service reform
programs underway is that of public expenditure management and control. It contains severa
sub-programs including, among other things, reforms in budget, accounts, and expenditure

planning.

The budget reform ams to introduce new chart of accounts, new formats, and automation. The
new chart of accounts introduces a consstent set of budget categories for both the capitad and
recurrent accounts, while the new formats for budget presentation provide columns for source of
finance - these are believed to promote trangparency and facilities that could help facilitate
tracking of poverty related expenditures.

Similarly, the accounts reform aims to reduce the backlog in the closure of annua accounts and
introduces modified cash double entry bookkeeping as well as backing it up through providing
in-sarvice training for those working in the accounts departments in the regiond governments
mosily woredas. Substantial progress has been reported here.

On the other hand, the expenditure planning reform ams to introduce an MTEF through the
ingruments of MEFF that provides a three year forecast of fiscad aggregates and Public
Expenditure Programme (PEP) that programs expenditures by sectoral envelops. PEP has yet to
be fully implemented.

In a nutshell, Ethiopia s government is putting the necessary reform packages in place. Some of
the reforms are far-reaching. There is little doubt that the proposed reforms in the area of public
expenditure management are adequate and valuable for tracking expenditure and evauating their
impacts on poverty. The concern however would be much on the timing and sequencing rather
than the contents of the reforms as such. Some components of the reform programs are being
implemented (e.g., accounts) others have yet to be put in place (e.g., automation). Moreover,
implementation is to be staggered as between federd and regiond government levels with the
latter taking some time. Obvioudy, inevitable ddays in implementation of the reforms would not
correspond with the MEFF timing that is to start from 2002/03. Hence, it isto be expected that
this would have some impacts on successful implementation of the SDPRP and the firsda MEFF a
lower levels (woreda leve).

MTEF must rest on agood, redistic macro-fisca projection by way of quantification (costing) of
PRSPs and a solid budgetary management foundation. Consistency between budget and its
execution (actud expenditure) is a precondition for trangparency, predictability, and
accountability. Ethiopia has a relative advantage by just stepping into the MTEF process so that
useful lessons could be drawn from experiences of others; and it is important thet it keeps it
reliable, predictable and credible. Otherwise, there is dways the risk of running a wide
discrepancy between budget formulation and actua dlocations, which could be a source for
concern and commitment. That is why it is important to strengthen capacities a various levels
and stages of the budgeting and implementation process, however important the formulation
stage might be even for a better implementation performance.
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Capacity Building Implications
5.1.General Aspects of Capacity Gaps

A systematic and detailed andyss of the nature, extent, causes and impacts of poverty is a
recent phenomenon in Ethiopia despite the grim redlity of the fact that the country and the
mgority of its population are poor by any standard. Absence of sufficient loca capacity to do
these may be cited as the reason; but one could dso argue that it is the consequence. Despite the
magnitude and severity of the problem, to date, there exists no single specidized research and
training establishment in the country that gives specid emphasis to poverty sudies, nor is there
any higher education inditution for that matter which serioudy lends itsdlf to poverty anayss by
way of induding it in its training curriculum. The Centrd Statistica Authority and the Wdfare
Monitoring Unit of Minigtry of Finance and Economic Development collect data periodicaly on
household income, consumption and expenditure and on aspects of wefare — but very limited
use have been made out of it largely due to lack of inditutiona, conceptua and andytica
deficiencies. The few and scattered poverty sudies that are avalable are initiated and/or
conducted mainly by expatriates.

More recently, the Economics department of the Addis Ababa University in collaboration with
foreign universties (Oxford in the UK and Gothenburg in Sweden) has been collecting and
compiling useful data on aspects of poverty and some atempts have been made to systematicaly
andyze it. The postgraduate students (and of course the faculty members) of economics have
been the prime beneficiaries of the avallability of these data as part of their thes's preparation —
consequently it could be said that some capacity is in the making process however limited it may
be. It isimportant to note that the SDPRP preparation process have benefited sgnificantly from

this capacity.
5.2.Specific Areas of Capacity Needs

Actua preparation, implementation, monitoring and evauation of outcomes of SDPRP
objectives are the responghbility of regiona governments and the sectors within them. The
Macroeconomic Policy and Planning Depatment of the Federd Minidry of Finance and
Economic Development has an overdl respongbility of coordination these activities. So, in
effect, practicaly dmost every government inditution at various levels, federd, regiond, and
woreda, that is related to the identified priority sectors are responsible for preparation,
implementation and monitoring outcomes of SDPRP objectives. Moreover, snce public
participation is key towards a successful design, implementation and evauation of locd
development programs that have a bearing on the poverty reduction Strategy, these are dso
other related areas of capacity needs,; i.e, capacity needs are not limited to government
inditutions.

Any meaningful setting and monitoring targets and indicators to measure the impact of policies on
poverty reduction require the availability of sufficient and up-to-deate datain desired qudity. This
is dependent on the existence of loca capacities to collect data, compile, organize and andyze it
on a continuous basis.

18



One cannot over emphasize the need for continuous support and training at different level and
dages of the SDPRP implementation process including that of MTEF. Thisis crucid especidly if
we have to serioudy think of sectoral and regiona autonomy and decentralization process.
Experiences dsawhere indicate that implementation has been problematic especidly in the
context of a weak basc public expenditure management systems (i.e. comprehensiveness,
execution and auditing).

Perhgps the single most important factor serioudy undermining the success of SDPRP
implementation process in Ethiopia would be the capacity condraints particularly at the woreda
(digtrict) leve that is consdered as the center of socio-economic development. Capacity needs
vary from one level to another, but it is most severe a lower leves than at higher levels even
though much remains to be desired at the higher leves of adminidtrative tiers themselves. Thisis
without mentioning the significant capecity differences that prevall among various regions and
woredas. Some of the regional states such as Afar, Benishangul-Gumuz, Gambella and Somdi
(otherwise known as ‘emerging regions) are serioudy congtrained. Many woredas even in the
better capacity regiond states aso face same or even worse scenario.

This concern has been dlearly identified and highlighted in the SDPRP document. Recognizing the
importance of capacity building, government has developed in 1998 a nationd capacity
development strategy — which encompasses developing the human resource base, building and
drengthening of key inditutions, and improving sysems and practices. A new minisry (the
Ministry of Capacity Building) has been established to coordinate these in an integrated and
harmonized manner with a view to enhancing the implementation capacity of the development
drategies including that of poverty reduction. Its key dementsinclude:

(a) The focus on ‘building capacity to build capacity’

One of the reasons responsible for lack of implementation capacity a various levels is that the
indtitutions catering for such demands could not live up to expectations. Particularly, tertiary
education did not expand as much - until very recently, there have been only two universities and
few colleges turning few hundred graduates every year, and these clearly did not match with the
dire need for trained human power. Of the more than 300,000 civil servants in the country, those
with qudifications of college diploma and above do not exceed the 17% mark; hence the
Ethiopian civil service is bascdly staffed with uneducated, ill-trained personndl. Decentralization
inevitably demands massive trained human power. So government has identified the expanson
and development of tetiary education including univerdties, colleges, vocationd training
indtitutes, research and consultancy service enterprises as crucid aress of priorities — this is
because unless domestic capacity is built to sufficiently address the implementation capacity of
regiona governments by way of training the required personnd on a sustainable fashion, the
objective of poverty reduction cannot be achieved. Though efforts have been underway, much
remains to be desired to meet the expectations.

(b) Reform programs and capacity building initiatives

As part of overhauling the system of its public services, government has formulated the
Civil Service Reform Program that aims at transforming the civil service both at federal and

19



regional levels. The reform contains five inter-related components — human resources
management, expenditure management and control, service delivery, ethics, and top
management systems improvement. Some of these are being implemented while others are
at preparatory stages. Other capacity building programs include tax system reform, urban
management capacity building, district level decentralization, judicial sector reform,
agriculture and rural development, higher education reform, private sector development,
civil society and NGO capacity building, Information and Communication Technology.

Since successful implementation depends on the extent to which the key development center,
i.e., the woreda, has a minimum capacity, the district level decentrdization program was initiated
that focuses on loca government indtitutiond capacity building, fiscal decentrdization and
community development and has the objective of supporting decentrdization and
democratization process through capacity building a woreda level towards poverty reduction
and overdl economic and socid development. At the moment, government is deploying the
available human trained power & higher levels (zond, regiond) to woreda level with a view to
enhancing its capacity of implementing development activities.

(c) Reform Outcomes for Private Sector Development

Among the important impulses for private sector development outcomes are the various reform
programs that would include the enforcement of contracts and property rights, reduction of
transaction cogts and non-commercidized risks, ensuring quditative change in governance,
transparency and accountability within the public sector, harmonized policies and practices a
different levels and tiers of government. However, these are more of expectations rather than
redlities on the ground a the moment as most of the reform programs are in their initiation stages
and therefore their impacts have yet to be seen.

5.3.Strengths and some Areas for Improvement

It may be proper to comment on some of the drong aeas including government's
acknowledgement of the criticality of capacity limitations and its atempt to sysemdticaly
address cgpacity building in a coordinated manner as well as the comprehensiveness of the
content of capacity building programs cutting across sectors and government levels extending
down to that of woreda. Restructuring of key ministries has taken place leading towards
sreamlining of inter-related activities under them for a better coordination and respongbhility.
Thus, the Minigtry of Rurd Development is creeted to coordinate activities related to agricultura
and rurd development; the Ministry of Infrastructure is crested to coordinate activities related to
infrastructura activities such as power, transport networks, water works, communications, €etc.
The Minigry of Federd Affairs is established with the responsibility of coordinating federd and
inter-regional affairs as well as urban development. All, these should lead to a better
implementation of SDPRP. When implemented fully, this will improve the capacities of those
responsible for the preparation, implementation and monitoring outcomes of SDPRP objectives.
Clearly the poverty reduction strategy forms an integra part of the overall development sirategy.
This ensures ownership and commitment on the part of government since poverty reduction is
inherent within the development strategy and not grafted from outside.
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At the same time, some of the wesknesses and potentia risks emanate from the fact that a
successful implementation of the poverty reduction strategy, particularly in the medium term,

grongly hinges on the avalability of atolerable minimum leve of implementation cgpacity on the
ground and at different levels, but particularly so a woredalevel since the later isidentified asthe
center of economic and socid development. Decentrdization and devolution of power must be
supported by trained personne, inditutions and systems that effectively deliver the poverty
reduction strategy objectives.

Perhaps a digtinguishing feature of the Ethiopia's case is that both processes — the poverty
reduction strategy and capacity building strategy - are at their initiation stages. While poverty
reduction strategy has yet to be implemented, excessive reliance on ‘devolution of power’ to
deliver desred outcomes may need to be baanced againg the risk of fatering the whole
process. It is known that subgstantid relocation of personnd from regional and zond leves
towards woreda level has been recently taking place — it is hoped that this may loosen the tight
demand for trained human power a the lowest level. Phasing, sequencing and graduaism of
reforms with continuous, strong and dedicated support from the center to the relatively weaker
ones may need to be consdered without necessarily compromisng the processes of
decentrdization and devolution.

Smilarly, it is obvious that the capacity of ether the public sector, the private sector or Civil
Society Organizations/Non-Government Organizations taken in isolation is S0 week that each
cannot afford to miss the opportunity of joining hands with a view to enhancing implementation
capacities. There is a nascent private sector whose current capacity is week; there is dso some
capacity in the CSO/NGO sector. These need to join hands with the public sector with aview to
enhance capacity for achieving the poverty reduction objectives. Hence, the crucid significance
of enhancing public-private-community partnerships must be highlighted.

A key gap for poverty andysis and implementation of poverty reduction strategy on a systematic
and sustainable bass is the absence of inditutional ownership for andyzing the different aspects
of poverty. At the moment the Wefare Monitoring Unit within the Minisry of Finance and
Economic Development seems to be playing a surrogate role by way of commissioning research
activities. This cannot redly make a viable subgtitute for a dedicated training, research and
consultancy establishment that caters specificdly to poverty study needs at dl levels and for dl
actors in a sustainable manner. Hence, the creation and strengthening of an indtitutiona capacity
that focuses on training of those respongble for design, implementation and monitoring of poverty
reduction dSrategy objectives and outcomes at dl rdevant levedls must be accorded due
congderation. Circumstances have made it very clear for the training needs gap to be very wide
and can scarcely be addressed in any meaningful manner (e.g., ad hoc arrangements) other than
this. The training function of such an establishment could be integrated with a research and
consultancy mandates which are not only complementary to the training function but aso
conditute yet other crucid area where loca capacity is next to non-existent. Hence, these must
conditute one of the foca areas of the capacity building endeavor since no other problem is
more important and fundamenta than poverty as far as Ethiopiaiis concerned.
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Donors Support of SDPRP

Government recognizes the donor community’s drategic partnership roles in the development
process and gppreciates their perastent assstance of Ethiopia's development effort. Government
aso would like the support and assistance to continue (financid as well as technical assstance) and
for the ad ddivery mechaniam to be improved for an effective implementation, monitoring and
evaluation processes of the SDPRP. It is clear that without the support and assistance of the donor
community, the SDPRP objectives will not be fully achieved. In particular, government expects
donor assstance in three inter-related areas. (a) increased inflow of multilatera resources (IDA) in
view of the fact that the country has been recaiving IDA resources far below the sub-Saharan Africa
average; (b) increased flexibility and harmonization in aid ddivery mechanisms and procedures to suit
government budgetary processes as relates to the SDPRP — in this case government’s clear and
strong preference is for budget support in fine tune with decentrdization process, and () increased
facilitation of market access, trade and foreign investment flows to Ethiopia A consultative process
is scheduled towards the end of 2002 to put these agenda on the table.

The donor community has been active in the PRSP process, provided technica assistance and
emphasized the need to focus on the Millennium Development Goals. About 12 countries including
Austria, Belgium, Canada, Finland, Germany, Iredland, Itay, The Netherlands, Norway, Sweden,
UK, USA, and the UNDP as wdll as the EU pledged USD 50,000 each for the PRSP process
between July 2001 and July 2002. Similarly, the WB/IDA/Japan provided USD 825,977 most of
which being in terms of technical assstance, while the ADB provided assstance to the order of USD
300,000 (MoFED, 2002). No doubt, this assstance has been vauable, but most importantly it
reflects the interest and commitment that the donor community has reveded towards poverty
reduction endeavors in Ethiopia When the government tabled the draft PRSP for federd leve
consultation in March 2002, the consultation was highly supported with over 450 participants from
government, civil society, parliament and development partners. The Donor Assstance Group
(DAG), represented by the UNDP in Ethiopia, expressed their commitment to further the PRSP
process as this is consdered to have a strong potentid to serve as a bridge for strengthening more
effective relaionships anong development partners. They dso suggested a regular joint forum for
monitoring and managing the PRSP process so that such kind of multi-stakeholder forum could be
sugtained and indtitutiondized.

Multi-lateral development partners (notably the WB and IMF) have expressed their satisfaction
that the I-PRSP of the Ethiopian Government provides a sound basis for the development of a
fully participatory PRSP, and for Bank and Fund concessional assistance. They considered the
macroeconomic framework of Renewed Economic Reform and Recovery Program that is
included in the PRSP to be somewhat ambitious but consistent with the poverty reduction
objectives — aiming at attaining sustained economic and poverty reduction (also significantly
increasing expenditures on social sectors), in a stable macroeconomic environment. They also
expressed confidence over Ethiopia’s track record of implementing reforms aimed at growth
and poverty reduction, and government’s commitment to the policies described in poverty
reduction paper.

The IMF provides multilatera support for the Renewed Economic Reform and Recovery Program
under a three-year Poverty Reduction and Growth Fecility arrangement, and IDA through the
Economic Recovery Programs and the Economic Rehabilitation Support Credit.
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Other members of the donor community also are willing to channel resources to back up the
PRSP process. A number of them are already into it. In addition to expressing their
preparedness to work with PRSP as organizing framework for assistance, a number of them
have already used to work with various sectoral development activities. It is anticipated that
through a continuous and constructive engagement with government in the upcoming
consultative process, the donor community would find it more appropriate to channel their
support through national processes and in the form of budget support. There are some
indications that some of them have been into buying these recommendations.

In some crucid sense, Ethiopias SDPRP is fused with the overal development strategy. Such a
fusion automaticaly ensures donor support to back the SDPRP. Thisis especidly the case where the
priority sectors correspond with the strategic ones to make a meaningful and desirable change vis-a
vis poverty reduction as wel as economic development in generd. Smilarly cross cutting issues are
aso areas for which donor support could easily be tapped. Generdly, the donor community seems
to be committing resources to provide support (financid, materid and expertise) for the SDPRP.

However, it is important to note that government’'s concern over the manner in which donor
assistance need to be channded is quite legitimate if the SDPRP is to be effectively implemented and
its objectives to be achieved. Thisis because, as discussed above, PRSPs are trandated into public
expenditure programs using the ingrument of Mid Term Expenditure Framework (MTEF) that
provides the linking framework alowing expenditures to be driven by policy priorities and disciplined
by budget redities. An integrated budgeting framework is a precondition if MTEF is to do the trick.
Significant as it were, both the quantity and qudity of donor’s support have potentid aress for
improvement.

Summing up and Some I mportant L essons Drawn

This report provides an assessment of Ethiopia's SDPRP from five inter-related perspectives. the
processes, its content, public finance aspects, capacity building issues, and donor involvement. The
following conclusions could be reached from which important lessons could be drawn.

When it comes to the PRSP process, clearly government’s commitment to a participatory policy
process was the key element to the success of the PRSP process as was a broad-based public
interest and commitment to generate policy ideas to improve the PRSP. A strong coalition of
the civil society, despite capacity limitations of individual institutions, and the donor
community helped in the formulation of a broad-based PRSP. On the other hand, innovative
ways of involving the poor in the public debate on poverty and its alleviation did shed light on
better understanding of poverty and its multi-dimensional aspects. Similarly, best practices and
experiences from other African countries helped improve the PRSP participatory framework.
However, much more could have been achieved had it not been for the limited capacity of most
of civil society institutions — which are really nascent and did not take firm roots.

In terms of its content, Ethiopia’s SDPRP is grounded on adequate poverty diagnostics. Adequate
emphasis is given to key sector development policies; and dSrategies in which important policy
reforms needed for the success of the SDPRP are undertaken and fully addressed. The SDPRP is

23



anchored in the overdl development gods, policies and drategies while key issues needed for
successful implementation of the SDPRP are incorporated. And, such cross-cutting concerns as
gender, HIV/AIDS, the environment, etc. are adequately addressed. However, the link between
magor development policy and poverty reduction (particularly that of urban poverty) doesn’'t seem
to have come out quite boldly and clearly.

Ethiopia s MEFF sectora coverage could be considered asfairly broad; it covers both recurrent and
capita budgets dlowing for greeter flexibility in redlocation of resources in response to changed
circumstances. It is dso comprehensive. Sectora expenditure frameworks do incorporate sectoral
strategy, objectives, activities and outputs. Program costing seems to have been projected based on
sectord requirements in line with their goas and drategies. Clearly, substantid resource gap is
generated between projected dlocation and domestic financing capacity rendering donor assistance
to play a crucid role. Government’s commitment to broaden its tax-base may help raise domestic
revenues, while the end of war with Eritrea helps cuts on defense expenditure which could be
redlocated towards poverty-targeted sectors. Indtitutional responsibilities and participation are
intended to be exercised through the decentrdization process, but the inditutiona and/or
organizationd link between the various coordinating units and those responsible for implementation,
monitoring and follow up a regiond levels must be carefully worked out. More importantly, a
monitoring srategy that sets out dements of how it proposes to monitor the implementation of the
poverty reduction strategy, how it will reae to ongoing monitoring systems, which ingitutions will be
involved, whether there will be any participation by civil society, or how the results will be made
available to the public will be necessary. Public expenditure management and control covers reforms
in budget, accounts and expenditure planning and it helps promote transparency and facilities that
could help facilitate tracking of poverty related expenditures. However, atention needs to be given
to the timing and sequencing of the reforms; and it is important to keep it reliable, predictable and
credible.

With regard to capacity development, government has acknowledged the criticdity of capacity
limitations and atempts to systematicaly address it in a manner tha is coordinated and
comprehensve — the package encompasses developing the human resource base, building and
grengthening of key inditutions, and improving systems and practices. Successful intervention in this
regard should improve the capacities of those responsible for the preparation, implementation and
monitoring outcomes of SDPRP objectives, and this involves the various actors at different levels.
However, phasing, sequencing and gradualism of reforms with continuous, strong and dedicated
support from the center to the relatively weaker ones may need to be considered without necessarily
compromising the processes of decentralization and devolution. As part of capacity development, the
need for enhancement of public-private-community partnerships must aso be highlighted. Ingtitutiona
development committed to poverty studies would be necessary.

Findly, crucid as it were, donor community’s preparation to work with SDPRP as organizing
framework for their assstance programs has been appreciated both by the donors and the
government dike. The donor community has expressed its readiness to support the SDPRP by
providing technicd and financid assgtance for its preparation. Government inggts that donor
assistance should improve both in quantity and in qudity if SDPRP objectives are to be fully
achieved. Particular concern is over the extent to which donor assstance would be flexible in its
delivery mechanisms.  Government makes a strong case for channding of donor assstance in the

24



form of budget support and in tandem with nationa processes and systems. This is expected to be
deliberated upon in the upcoming consultative process thet is scheduled to take place by the turn of
the year.
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Annexes

(Source is MoFED, 2002 unless specified otherwise)

Annex 1: Trends in Poverty Head Count Indices (Po) by Region

Region 1995/96 1999/00 % Change in Po
Rural Urban Total Rural Urban Total Rural Urban Total

Tigray 0.579 0.457 0.561 0.616 0.607 0.614 6.39 32.82 9.45
Afar 0.518 - 0.331 0.680 0.268 0.560 31.27 - 69.18
Amhara 0.567 0.373 0.543 0.429 0.311 0.418 -24.34 -16.62 -23.02
Oromiya 0.347 0.276 0.340 0.404 0.359 0.399 16.43 30.07 17.35
Somalie 0.346 0.016 0.309 0.441 0.261 0.379 27.46 1531.2 22.65
Benshangul- 0.476 0.345 0.468 0.558 0.289 0.540 17.23 -16.23 15.38
Gumuz

SNNP 0.565 0.459 0.558 0.517 0.402 0.509 -8.50 -12.42 -8.78
Gambella 0.418 0.244 0.343 0.546 0.384 0.505 30.62 57.38 47.23
Harari 0.133 0.291 0.220 0.149 0.350 0.258 12.03 20.27 17.27
Addis Ababa 0.404 0.300 0.302 0.271 0.362 0.361 -32.92 20.67 19.54
Dire Dawa 0.366 0.246 0.295 0.332 0.331 0.331 -9.29 34.55 12.20
Total 0.475 0.332 0.455 0.454 0.369 0.442 -4.42 11.14 -2.86

Annex 2: Trends in Consumption Poverty Indices among Major Towns

Major Towns 1995/96 1999/00 % Change over 1995/96

Po P, P, Po P, P, Po P, P,
Mekele 0.464 0.137 0.054 0.428 0.124 0.048 -7.8 -9.5 -11.1]
Gonder 0.339 0.106 0.045 0.175 0.048 0.018 -48.4 -54.7 -60.0
Dessie 0.719 0.292 0.150 0.313 0.082 0.030 -56.5 -71.9 -80.0
Bahir Dar 0.382 0.093 0.032 0.223 0.048 0.017 -41.6 -48.4 -46.9
Debrezeit 0.442 0.140 0.058 0.367 0.099 0.036 -17.0 -29.3 -37.9
Nazreth 0.290 0.070 0.024 0.285 0.090 0.036 -1.7, 28.6 50.0
Jimma 0.292 0.077 0.029 0.370 0.105 0.041 26.7 36.4 41.4
Harar 0.291 0.074 0.025 0.350 0.079 0.025 20.3 6.8 0.0
Addis Ababa 0.300 0.087 0.035 0.362 0.097 0.036 20.7 11.5 2.9
Dire Dawa 0.246 0.056 0.020 0.315 0.078 0.027 28.0 39.3 35.0

Note:  P,= head count index; P,= normalized poverty gap index; P, = squared poverty gap. R, measures the
number of people below the poverty line. P, reflects the depth of poverty as it refers to the difference
between the income (expenditure) of the poor person and the poverty line. B being the square of B,
reflects the severity of poverty -gives more weight to the poverty of the poorest.
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Annex 3: Trends in the Contribution of Rural and Urban Areas to Total Poverty

Incidence
Location Population Contribution (%) Contribution to Poverty Head Count Index (%)
1995/96 1999/00 1995/96 1999/00
Rural 86.5 85.0 90.0 88.7
Urban 13.5 15.0 10.0 11.3
National 100.0 100.0 100.0 100.0
Annex 4: Comparison of Poverty by Gender and Areas of Residence
Survey | Poverty | Sex of HH National Rural Urban
Year index head Index | SE Index | SE Index | SE
PO Male 0461 |0.012 |0.477 |0.013 |0.329 | 0.026
Female 0.425 |0.016 |0.460 |0.019 |0.337 |0.030
5 - Male 0.131 [0.005 |0.135 | 0.005 |0.096 | 0.009
Lo
PN Female 0.123 | 0.006 |0.129 |0.007 |0.106 | 0.013
—
by Male 0.051 | 0.002 |0.053 |0.003 |0.039 |0.004
Female 0.049 |0.003 |[0.051 |0.004 |0.046 |0.008
b0 Male 0.444 |0.013 | 0455 |0.014 |0.339 |0.020
Female 0.434 | 0.015 |0.447 |0.019 |0.492 |0.014
5 b1 Male 0.120 | 0.005 |0.123 | 0.005 | 0.086 | 0.006
(o))
R Female 0.115 | 0.006 |0.118 |0.007 |0.134 | 0.006
—
by Male 0.045 |[0.002 |0.046 | 0.003 |0.030 |0.003
Female 0.043 | 0.003 |0.044 |0.004 |0.051 |0.003
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