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Foreword

This is one of five country case study reports for the evaluation of Managing
Aid Exit and Transformation, jointly initiated and funded by the evaluation
departments of the ministries and government agencies responsible for devel-
opment cooperation in Denmark, the Netherlands, Norway, and Sweden.
Based on studies of completed and ongoing exits by one or several of the four
donor countries from bilateral government-to-government development coop-
eration with Botswana, Eritrea, India, Malawi, and South Africa the larger
evaluation is intended to make a contribution towards the formulation of a
shared international framework for the ending and tranformation of bilateral
aid relatioinships.

The evaluation was conducted by an independent evaluation team repre-
senting a consortium of ECORYS Netherlands BV, Rotterdam, and Christian
Michelsen Institute (GMI) , Bergen, Norway. While Ms Anneke Slob, ECO-
RYS, and Mr Alf Morten Jerve, CMI, were the principal team leaders and
jointly authored the evaluation Synthesis Report, each country study was
managed by a separate country team that included both local and interna-
tional evaluators.

As stressed in the evaluation Synthesis Report every development coopera-
tion exit has its own unique features and must be planned and implemented
accordingly. What this means is developed in detail in the five case study re-
ports. Whereas readers interested in the broader picture must consult the Syn-
thesis Report, each of the country reports can be read and understood on its
own.

While the evaluation Synthesis Report is published in print as well as elec-
tronically, the five country studies must be downloaded from the Internet
(http://www.sida.se/exitevaluation) or from the CD-ROM attached to the
Synthesis Report.

Stefan Molund

LEvaluation Manager

Department for Evaluation (UTV)
Sida






Preface

This Country Report Eritrea is an integral part of the joint evaluation of aid exit
and transformation management. The report is one of the building blocks for
the Synthesis Report for this evaluation.

The evaluation was an initiative of four donor countries: Denmark, the
Netherlands, Norway and Sweden. The Terms of Reference were published
in 2006. Sida has acted as a lead agency for the management of the study. The
Terms of Reference asked for five country studies: Botswana, Eritrea, India,
Malawi and South Africa. The purpose of the evaluation is to facilitate mu-
tual learning on issues of exit from development cooperation partnerships at
country level. Although primarily catering for the information needs of the
four donors, it 1s also expected to be useful for the developing countries that
participated in the case studies. The evaluation is seen as an opportunity for
donors, development organisations and their developing country partners to
share experiences and learn from each other with regard to country exits and
their management.

The evaluation was contracted out to the consortium ECORYS (the Neth-
erlands) and Chr. Michelsen Institute (Norway) and started in February 2007.
A Steering Group composed of representatives of the aid evaluation depart-
ments of the four commissioning donors' provided guidance throughout the
evaluation. The evaluation was led by a core team with a team leader (Anneke
Slob) and a deputy team leader (Alf Morten Jerve) and two assistants for file
research. The country case studies were carried out by five separate country
teams with both national and international evaluators.

The Synthesis Report presents a full comparative analysis based on the five
country reports. Furthermore, it provides recommendations for donors when
considering guidelines for exit management. The country reports and the In-
ception Report provide detailed insight into the methodology and the research
findings.

The authors of this country report are presented on the front cover. It has
been checked by the core team for consistency with the overall methodological
framework developed for this evaluation. The core team was also responsible
for quality assurance. For enhanced comparability the core team has produced
summaries of the country reports that are included as annexes in the synthesis
report. Therefore, this report does not contain an executive summary.

Responsibility for the synthesis report, the five country reports and the in-
ception report rests entirely with the evaluation team.

Anneke Slob Director Evaluation ECORYS NL
Alf Morten Jerve Senior Researcher, CMI

1 Evaluation Department of the Ministry of Foreign Affairs of Denmark, Policy and Operations Evaluation
Department (I0B) of the Dutch Ministry of Foreign Affairs, Evaluation Department of Norad, and Evaluation
and Internal Audit Department (UTV) of Sida
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Introduction

Four donor countries — Denmark, the Netherlands, Norway and Sweden- took
the initiative for “a joint evaluation of country level exit processes in development coopera-
tion”. The main focus should be on exit management. According to the Terms
of Reference (ToR) for this evaluation field studies should be carried out in five
countries: Botswana, Eritrea, India, Malawi, and South-Africa. These coun-
tries represent different reasons for donor exits or aid transformation. This
report presents the findings of the case study on Eritrea.

Defination of the evaluation object

The ToR indicates that the evaluation should focus on exit management and
country-level exit processes. However, during the inception case it became
clear that this definition requires further explanation. According to the ToR
country exits are defined as “exits from bilateral country-level development cooperation™.
However, the definition of bilateral development cooperation varies from one
donor to another. Moreover, and even more problematic, the word ‘exit’ is not
generally accepted and has some negative connotations in specific country
case study countries. In fact, the study deals with phasing-out, scaling down
and/or aid transformation processes at country level.

Purpose

The purpose of this evaluation according to the ToR is to facilitate mutual
learning on issues of exit from development co-operation partnerships at
country level. Although primarily catering for the information needs of its
four sponsors, it is also expected to be useful for the developing countries par-
ticipating in the case studies. Moreover, it is expected that this evaluation might
be useful for other countries and donors.

Methodology

The methodology has been elaborated in the inception report on the basis of
the requirements indicated in the ToR. A common methodology has been
worked out for all five country case studies. The main elements of this meth-
odology are reflected in the structure of the country reports. Minor adapta-
tions to tailor the methodology to specific issues at stake in the country studies
are allowed. For the Eritrea country study such an adaptation has been made
by not including an analysis on exit management and implementation for rea-
sons of redundancy. Hence, the main common elements of the methodology
used for this country study are:
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* An overview of the volume of aid and aid strategies of each of the do-
nors and an overview of the trends in total aid volume to the country
concerned (chapter 2);

* An analysis of phasing-out, aid transformation or exit decisions and plan-
ning from the perspective of the donors and the recipient country (chap-
ter 3);

* An analysis of the consequences of these decisions at different levels and
for different groups of stakeholders. This analysis is based on a sample of
selected development interventions, which also illustrate exit management
at the programme and project level (chapter 4).

Data collection started during the inception phase with desk research and a
round of interviews in the sponsoring countries. In the field phase the main
mstruments were desk research, interviews and focus groups (see Annex 1 and
2 for documents consulted and people interviewed). For Eritrea, no debriefing
session was organised for the representatives of the sponsoring countries and
the country concerned by the case study. After consultations with the Eritrean
Ministry of National Development (the evaluators’ main contact with the Eri-
trean government), a debriefing session was not found to be opportune by the
Ministry as two of the four donors, Demark and Sweden, had terminated their
bilateral aid relations with Eritrea and had left the country.

A final note i3 that some ideas of the inception phase, such as a more de-
tailed analysis of trends in aid flows through different channels, proved to be
too complicated for the Eritrea country study and could not yield value added
to the overall analysis.

Scope
The methodology is based on a combination of width and depth. Both the
analysis of decisions and planning, as well as the analysis of exit management
and implementation, are studied for all sponsoring countries who have taken
decisions to fundamentally transform their aid. However, the analysis of con-
sequences 1s based on a study of specific development interventions that have
been selected in the inception phase to be studied in more detail.

For Eritrea it was decided to select as case studies two large Danish sup-
ported programmes for the agriculture and education sectors, covering the
period 19962005, and are presented in chapter 3:

»  The Danish support for the Agricultural Sector. For the period 1996—2002, the
Danish have been the largest contributor to the agricultural sector in Erit-
rea. In 2002, Danish support for the sector was suddenly withdrawn;

»  The Damish support for the Education Sector. In 19962005, the Danish were a
large contributor to the educational sector in Eritrea. Danish support to
the education sector was phased out in 2005.

Organisation
Chr. Michelsen Institute (CMI) and ECORYS formed a consortium that was
selected to carry out this joint donor evaluation of the four commissioned
donors. Active involvement of partner countries was sought in all different
stages of the evaluation: preparation, implementation and follow-up. Hence,
in each country national consultants were part of the country evaluation team
to strengthen the knowledge of local circumstances and habits, and to assure
that the points of view of stakeholders in the recipient country are sufficiently
presented.

Various mechanisms to assure the involvement of the recipient countries
have been established such as the appointment of a contact person within the
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country government (Dr. Woldai Futur, Ministry of National Development),
the involvement of a local consultant (Dr. Teferi Michael), the involvement of
senior officials of two line ministries (Education and Agriculture), and inter-
views with other main stakeholders in Eritrea such as the EC Delegation, the
World Bank, UNDP, FAO, and the Italian technical cooperation.

For the Eritrea case study the Embassy of the Netherlands (Mr. Robbert
van Lanschot, then current attaché) was responsible for the management of
the evaluation in Eritrea on behalf of the four donor countries.

Finalisation of the country report Eritrea

The country report is prepared by the team in charge of the evaluation in
Eritrea (Rudy Oojjen, Dr. Teferi Michael and Alf Morten Jerve). Anneke Slob,
team leader for the entire evaluation, read the report and provided com-
ments.

A draft report was presented to the members of the steering group and to
the stakeholders in Eritrea for their comments. The comments have been tak-
en into account in this final version of the country report. This report also
served as one of the building blocks for the synthesis study.
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2.1

Background

Main developments in Eritrea

With the end of 30 years of liberation struggle in 1991 Eritrea found itself in a
very poor state of development. Its manufacturing sector was debilitated and
outdated; its agricultural sector was reduced generally to sub-subsistence levels;
the construction, mining, and service sectors were depressed. The country’s
economy and trade continued to depend heavily on Ethiopia. The natural re-
source base, as well as availability of human resources, had all been depleted.
Education and skills within the country suffered from decades of neglect.

With the official declaration of independence in 1993, the Government
embarked on a rehabilitation programme orientated towards assuring food
security. Emphasis has been placed on rebuilding infrastructure and essential
services as the basis for attracting private investments. It was planned that by
the end of 2000, Eritrea would have completed a transition stage leading from
rehabilitation to development, based on liberal markets and private sector in-
vestment. Following major trade reforms in 1994 and the renewed availability
of essential imports, the performance of the Eritrean economy improved.
Over 1996-97, GDP growth averaged around 7% per year, well above popu-
lation growth (3%). The Ministry of Finance forecasted GDP growth in real
terms for the period 1998-2000 to be around 11% per year?.

As reported by donors, the combined effects of the border war with Ethio-
pia from May 1998 to June 2000, the series of droughts, and the reversal of
political and economic liberalisation, have had a severe effect on the country’s
economic growth. Donors further insist that closure of the Eritrean borders
has eliminated trade with its major trading partners. Current economic activ-
ity 1s reportedly characterised by increasing government intervention and
domination of the economy by state- and party-owned enterprises.

Eritrea remains among the poorest countries of the world. One-third of its
people live below the food poverty line of 2,000 calories/person/day. In 2003,
food aid covered by far most of its food needs — more, in terms of proportion,
than any other country in the world. The following table gives an overview of
the main socio-economic indicators

2 By early 1998, inflation had been reduced to under 8 percent. The current account deficit, including official
transfers, was more or less in balance thanks largely to private transfers of the Eritrean diaspora. Domestic
and foreign debt remained low and whereas gross national savings stood at almost 41% of GDP, much of
this was driven by transfers from the Eritrean diaspora.
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Table 2.1 Main socio-economic indicators for Eritrea (1993-2003)

Indicator 1993 2003

Population (millions) 1/ 3.5 (estimate) 4.4 (estimate/WB)
GDP (USS Billions) 0.47 0.58

GNI per capita (USS) 2/ n.a. 150

Life expectancy at birth 46 51

Child malnutrition rate (% under five) n.a 38

Under five mortality rate (per 1,000) 141 48

School enrolment, primary (% of school age 48 66

population)

Source: World Development Indicators database, August 2004, World Bank
1/ No population census has been conducted since Eritrean independence
2/ In comparison the GNI for Sub-Saharan Africa (2003) = US§ 450; Low Income = US§ 430

Role of donors
According to the OECD-DAC records, the total amount committed by donors
for Eritrea during the period 1993-2005 came close to US$ 2.5 billion. Al-
though it concerns only commitment figures and not actual disbursements, the
figures nevertheless provide an overall indication of the scope of intentions of
donor support to Eritrea and the comparatively high rate of ODA per capita®.
A major role of the donors was to provide Eritrea technical and financial
support in commodity aid, emergency assistance and reconstruction, social
sector (health and education) and agriculture in the form of grants (Table

2.9).

Table 2.2 Total ODA Commitments 1993-2003 by sector 1/

Main sector MhUSS %
Commodity aid, emergency assistance and reconstruction 758.78 40.5%
(500-700)

Social sectors (110-130/160) 388.23 20.7%
Agriculture, forestry and fishing (311-313) 200.12 10.7%
Transport, communications and energy (210-230) 131.29 7.0%

Multisector/cross-cutting (incl. rural development) and WSS AND 136.40 7.3%
WSS (400/140)

Government and civil society incl. land mine clearance 232.81 12.4%
& demobilization (150)

All other (240/250/321-332/900) 27.07 1.4%
Grand total 1,874.70 100.0%

Source: UN HDI report 2005
1/ Information for 2004 and 2005 not available

The table shows that Humanitarian Assistance constituted as much as 40% of
total aid during the period 1993-2003. More specifically, 30% of the total of
almost US§ 1.9 billion went to Emergency Assistance And Reconstruction
(CRS code group 700); 12.4% to Government And Civil Society (Incl. Land
Mine Clearance & Demobilisation); 10.5% to Commodity Aid And General
Programme Assistance (CRS code group 500); 8.3% went to Education, 7.3%
to Agriculture and 6.4% to Health. Relatively small shares went to Transport
(Roads), Water Supply/Sanitation and Energy:.

3 For instance: the average ODA per capita for Africa was about USS 42, while for Eritrea it stood at around
USS 81 (Human Development Report 2007/2008, UNDP). However, the high level of humanitarian assist-
ance provided to Eritrea could be a distorting factor with as much as 40% of ODA committed for this during
the period 1993-2003.
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For Eritrea, the top-ten donors in the period 1993-2005 were: World Bank
(IDA), United States, Italy, EC, Norway, African Development Bank, Nether-
lands, Denmark, Germany and Japan. The World Bank and AfDB were pri-
marily lenders, while the others provided grants (table 2.3).

Table 2.3 Total ODA Commitments 1993-2005 by donor

Donor Name Amount (USS 000) % share ranking
Denmark 81,896 8
Germany 81,204 9
Italy 260,871 3
Netherlands 106,706 7
Sweden 43,386

Others 95,035

Total EU member countries 669,098 27%

EC 245,167 10% 4
Norway 138,087

United States 478,152

Japan 61,222 10
Others 74,076

Total non-EC bilateral 751,537 30%

IDA 623,410 25% 1
AfDB 112,456 5% 6
Total UN Family 67,020 3%

Grandtotal 2,468,873 100.0%

Source: OECD — DAC database www.oecd.org

The next figure (2.1) shows the level of yearly ODA commitments provided by
DAC donors for the period 1997-2006. It shows the peaks of assistance com-
mitments being provided at the end of the border war (2000) in response to
the severe humanitarian crisis, and subsequently in 2003-2003; for the most
part reflecting new aid commitments by the USA, WB, and the EC.

Figure 2.1 Net ODA disbursements for Eritrea 1997-2006 (Values in US$ millions)

ODA - net disbursement

400
350 ]

300

250 O Total ODA
200 M Bilateral
150 O Multilateral

USD millions

100 -
50 A

1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006

Years

Source: OECD — DAC database www.oecd.org
The provision of donor support to Eritrea was interrupted by the border war.

In the mid 1990s, donors considered Eritrea a country with good ownership
and low level of corruption; hence the overall bilateral relationship was good.
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This was however not to last. The war led some donors to freeze aid while oth-
ers shifted disbursement to humanitarian assistance, and many regular aid
projects came to a halt. According to the donors, as of 2001 the government’s
crackdown against political dissidents, the closure of the independent press
and the expulsion of the Italian Ambassador to Eritrea were blamed as having
provoked and fuelled a tense relation with donors.

Moreover, Eritrea’s relationship with the international community contin-
ues to be influenced by a series of historical and actual factors such as by the
government perceived lack of support and recognition during the country’s
thirty-year struggle and the ongoing border conflict with Ethiopia; the per-
ceived interference in the country’s internal affairs; concerns over human
rights abuses; the lack of transparency in public finance (no publishing of na-
tional budget); and the overall lack of political process.

Under these circumstances, donors find it difficult to conduct an effective
dialogue with the Eritrean government on a variety of political and technical
issues. A number of donors restricted their activities to humanitarian assist-
ance or have stopped new commitments altogether or even left. Denmark
closed its embassy in 2002 and USAID was requested to leave in 2005 by the
Eritrean government. The 2005 NGO proclamation of registration has drasti-
cally reduced the number of NGOs, particularly international ones making it
difficult for donors to continue their activities through NGOs.

Involvement of the four donors
2.2.1 Denmark

Auid volume

The Danish development cooperation with Eritrea started in 1993 and grant-
ed it the status of programme country that same year. Danish support to the
RRPE* during 1992-1994 should be considered as the first link in Danish bi-
lateral development cooperation in Eritrea. In 1996, the agriculture and edu-
cation sector were selected as priority sectors for Danish development coop-
eration’. In 2001, Eritrea and Denmark signed an agreement to develop the
legal sector.

Denmark was the main donor to provide support to the education sector.
In 1996 the two countries agreed in principle to a 13-year programme consist-
ing of a three-year pilot phase to be followed by two five-year phases (1 & 2).
The pilot phase had a budget of DKK 80 million and phase 1 amounted to
DKK 267 million (total DKK 347 million or about US$ 50 million®). Both
phases were completed. Phase 2 never materialised because of Denmark’s exit
decision.

In 1996, a similar agreement for the agriculture sector was also signed,
envisaging two five-year phases. Only the first phase was completed. Total as-
sistance to the sector (including some smaller projects) amounted to DKK 175
million or about US§ 25 million from 1996 till 2002.

The agreement to support the legal sector amounted to DKK 100 million
or about US$ 16 million. The original planned support was for the period
2002-2005. The Danish support was abruptly stopped in October 2003 with
only DKK 27 million having been spent (US$ 4 million).

In 1996, Danish bilateral aid to Eritrea amounted to DKK 25.4 million
(US$ 4.3 million) to gradually increase to DKK 64.9 million in 1999 (US$ 8.8

4 RRPE or Recovery and Rehabilitation Project for Eritrea. In the period 1992-1994, international develop-
ment assistance was allocated almost exclusively within the framework of the RRPE.

5 Eritrea, Strategy for Danish-Eritrea Development Cooperation, Ministry of Foreign Affairs, Danida,
November 1996.

6 Exchange rates used are presented in Annex 3 of this report.
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million) to DKK 115.3 million in 2001 (US$ 13.6 million). In fact, it largely
reflects the amounts disbursed for the above mentioned sector support pro-
grammes. After the 2002 exit decision, Danish bilateral aid decreased rapidly
(see Figure 2.2).

Figure 2.2 Danish bilateral assistance to Eritrea 1991-2006 (Values in DKK millions)

Danish bilateral assistance to Eritrea 1991-2006
Annual disbursements

140

120

100

80

60

DKK millions

40

20

1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006

Source: Munistry of Foreign Affairs, Statistical Office

Country Strategy

In 1996, Denmark formulated an ambitious strategy for its aid involvement
“lo contribute substantially to sustainable poverly reduction in Eritrea by means of support
to the long-term development of the country’s economic base and human resources™. Danish
development assistance to Eritrea would concentrate on few sectors as [aid]
resources are limited and priorities must be made. According to this strategy,
the Government of Eritrea (GoE) requested that the Danish-Eritrean coop-
eration should then concentrate on agriculture and education.

For agriculture sector support, the Danish cooperation would focus on
strengthening Eritrea’s internal capacity to administer a sector programme
whereby the Ministry of Agriculture (MoA) would be responsible for the plan-
ning and implementation of the agricultural development activities. The pro-
gramme would start in 1996 for a period of five years, with the aim to create
the foundation for designing long-term Danish support to the agricultural sec-
tor in Eritrea; possibly in terms of several five-year phases.

For education sector support, the Danish cooperation would focus on the
development of human capital resources in Eritrea with a major part of the
programme budget going to capacity building, technical and vocational edu-
cation, and training and curriculum development (over 60% in total). The
programme would start with a pilot phase running for the period 19961998,
expected to be followed up by two five-year phases.

In contrast with the two above mentioned sector support programmes,
with a clear strategy of long term support, the Danish support to the legal sec-
tor was programmed to be fully implemented after four years.

The Danish-Eritrean development cooperation took an unexpected turn
in January 2002 when Denmark announced that its embassy would be closed
and the bilateral development assistance would be discontinued subject to re-
specting existing government-to-government agreements. Since the 2™ phase
agreement for support to the agricultural sector had not been signed the pro-
gramme was discontinued in 2002. Support to the education sector was al-
lowed to continue until 2005 — the end of the contract period — and was then

7 Eritrea, Strategy for Danish-Eritrea Development Cooperation, Ministry of Foreign Affairs, Danida,
November 1996.
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terminated. Support to the legal sector was terminated in 2003, almost two
years before planned. According to official Danish documents Eritrea did not
deliver on its commitment to prepare a national strategy for the justice sector
and was not prepared to implement recommendations for reform that had
been developed.

2.2.2 Netherlands

Aud volume

The Dutch development cooperation with Eritrea started in 1993 with sup-
port to the RRPE. Hence, development cooperation was mainly in terms of a
wide variety of bilateral rehabilitation and reconstruction projects in demobi-
lisation and training (police), agriculture, fisheries, etc, and emergency food
aid. The total volume of Dutch aid during the period 1993-1999 was about €
35 million (or US$ 40 million)®.

In 1999, Eritrea was granted partnership country status by the Nether-
lands, making Eritrea eligible for sector support particularly in the education
and good governance sectors. Although preliminary talks were held on the
scope and manner of sector support, financial commitments were put on hold
mainly because of border war. Subsequently, the Dutch largely continued with
the bilateral projects initiated during the period 1993-1999. Actual disburse-
ments during the period 1999-2002 were almost € 46 million (or about US$ 55
million). A large part was used for emergency aid (almost 60%) through UN
organisations (WFP, UNHCR, UNDP/UNICEF).

Dutch bilateral development budgets were around € 8 million each for
2003 and 2004, and € 5.2 million for 2005 (total of € 21.2 million). Actual
disbursements were however to be much lower at € 0.5 million in 2003, € 2.3
million in 2004, and € 0.5 million in 2005. Hence a total of € 3.3 million dis-
bursed or merely 16% of the aid committed for the period.

In 2006, the Dutch had further reduced their development assistance
budget to about € 1.8 million but based on past performances, actual disburse-
ments were substantially less; € 700,000°.

Figure 2.3 Dutch bilateral assistance to Eritrea 1993-2006 (Values in Euro millions)

14
012
c
2
=10
€
(<]
5 8
i}
6
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2 | .
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1993-1999  1999-2002 2003 2004 2005 2006
annual annual
average average

Source: Various reports, Ministry of Foreign Affawrs

8 Source: Evaluation of EC support to the State of Eritrea, country level evaluation, Volume Il (ECORYS,
February 2006)

9 Source: Letter to Dutch Parliament concerning request from the Commission for Foreign Affairs on Eritrea,
14 August 2007
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Country Strategy
For political reasons Eritrea was initially given the status of “rehabilitation

country”!?

. This status suggested a temporary relationship between Eritrea
and the Netherlands and subsequently no Memorandum of Understanding
(MoU) was signed between the two countries. By granting Eritrea partnership
country status in 1999, making the country eligible for sector support, it opened
the way for first discussions on Sector Wide Approach (SWAP) and sector selec-
tion. Bilateral development relations were however put on hold until 2001 due
to the war with Ethiopia. In 2001, with the ceasefire agreement in place, discus-
sions on SWAP were resumed and the Eritrean government requested Dutch
involvement in the education sector and good governance. Further discussions
were put on hold again in 2002-2003 as there was no improvement in Eritrea’s
political situation as perceived by the international community:.

Nevertheless, during the period 2004-2005, a start was made to support
the education sector by linking with the large Education Sector Development
Programme (ESDP). The GoE had developed this five-year programme and
presented it to donors for discussion on 15 December 2003. The total budget
of the programme was US$ 240 million. Starting up of the Dutch programme
support was however delayed as the Dutch felt that the quality of the pro-
gramme design could be further improved, particularly from the operational
perspective (institutional assessment)''. Hence, no sector support disburse-
ments were made.

In 2003, little progress had been made when it came to possible Dutch sec-
tor support (education), and by then also the course was radically changed by
the Dutch under the new approach of “not less development cooperation but different
development cooperation” . Hence, the focus of Eritrea-Dutch cooperation was
subject to strategic shifts. Firstly, the Dutch government wanted a shift from
sector approach to good governance. Secondly, more (direct financial) support
was to be provided through multilateral organisations and NGOs for pro-
grammes and projects with large financial needs and absorption capacity such
as: water and sanitation, environment, reconstruction, and those which link
with regional initiatives. However, an eye was still kept on the national educa-
tional programme (ESDP) for possible financing by the Dutch as Eritrea was
still considered a partner country.

During the period 2005-2007, the Dutch new approach had not been suc-
cessful. Very few activities were carried out under this approach as the policy
environment in Eritrea kept on deteriorating and no good governance projects
were started. Furthermore, to this day, Dutch support through multilateral
organisations and NGOs has also been minimal or has come to a complete
standstill.

2.2.3 Norway

Aid volume

In the 1990’s, the Norwegian bilateral development assistance to Eritrea cov-
ered a broad array of smaller projects dealing with social and economic devel-
opment, democratic development and natural resource management. In 1999,
with the border war, Norway reduced disbursement on all regular govern-

10 The then Minister of Development Cooperation, Mr. Jan Pronk, was not allowed to increase the number of
partner countries by Dutch parliament at the time.

11 Year report 2004 & year plan 2005, Netherlands Embassy, Asmara (page 1).

12 The Dutch also believed that direct sector support was not feasible for the time being because of the risks
involved due to, according to them, the lack of legitimacy such as: insufficient capacity of government and
other national stakeholders to formulate and implement policies like the Poverty Reduction Strategy Pro-
gramme —PRSP, of sector programmes such as the ESDP, insufficient political and economic governance,
lack of effectiveness, etc. The GoE counteracted by stating that the basic challenge was the lack of ad-
equate resources to implement the PRSP and the ESDP.
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ment-to-government agreements. Funds were transferred to humanitarian
aid. From 2000 onwards, Norwegian aid to Eritrea has been particularly on
humanitarian aid and support for rehabilitation, and good governance.

Total Norwegian aid volume during the period 1993-2003 amounted to
about US§ 100 million. Figure 2.4 shows that Norway reacted to the ceasefire
agreement with raising its level of aid. A policy document prepared by the
Norwegian Ministry of Foreign Affairs in 2001" laid down the principles that
were to guide Norwegian aid involvement in the Horn; aid should be seen as
an instrument for facilitating a close political dialogue with both Eritrea and
Ethiopia. From 2004 onwards, yearly Norwegian aid to Eritrea has been rela-
tively steady at some NOK 120 million (or about US$ 18 million) for bilateral
projects'* and humanitarian aid (about 50/50 share).

Figure 2.4 Norwegian bilateral assistance to Eritrea 1992-2006
(Values in NOK millions)

Norwegian bilateral assistance to Eritrea 1992-2006
Annual disbursements
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NOK millions
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Source: Norad, Statistical Office

Country Strategy

Norwegian NGOs (especially missionary organisations and Norwegian Church
Aid) have had a long relationship with Eritrea that already started before the
country’s independence. Norway started its bilateral development assistance
in 1992 with support to the RRPE, to progress until 2002 with a wide range
of bilateral development projects in the field of telecommunication, mineral
resource mapping, hydrocarbon exploration, human resource development in
education and agriculture, statistics, health, etc. Noted is that Norway has no
partnership agreement with Eritrea.

During the period 1998-2001, bilateral development assistance was re-
duced to almost pre-1994 levels due to the border war but still with a major part
(2/3) in the form of government-to-government cooperation. In 2002, while
taking a lead role in resolving the security issue in the Horn of Africa; the
Norwegian bilateral assistance was to contribute to “Peace, reconciliation and stabil-
wty” and “Democracy, human rights and good governance”. Hence, the major focus of
Norwegian assistance was to be on humanitarian aid and support for rehabili-
tation, covering cooperation within agriculture, reproductive health, statistics,
etc. To date these are the main areas of support of Norway to Eritrea.

13 “Rapport og anbefalinger fra samordningsgruppen for norsk bistand til Etiopia og Eritrea”, 30 June 2001.
14 Related to institutional support and capacity building, women's rights, HIV/AIDS, etc.
15 Norway was at the time a member of the Security Council (2001-2002).
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Due to the extraordinary situation in Eritrea, the Norwegian support i3 not
based on sector approach but rather on direct programme and project sup-
port, and most agreements are of short-term duration. Since 2003, only a
minor part of the total assistance is in the form of government-to-government
cooperation. Most of the Norwegian aid is channelled through (UN) multilat-
eral organisations (90%) with the remaining part through NGOs.

2.2.4 Sweden

Aid volume
Swedish assistance to Eritrea was mainly funded through disaster relief grants
in 1992-1994 (estimated total of about SEK 130 million or US$ 18.3 million).
From 1997 ull 2001, Swedish aid to Eritrea steadily increased from SEK 20
million to about SEK 75 million (US$ 7 million) with a focus on energy, educa-
tion, research and public administration.

Starting in 2002 however, Swedish aid strongly dropped to an average of
SEK 20 million a year with most of the funds now being channelled through an
NGO, Norwegian Church Aid, mainly for humanitarian assistance (figure 2.5).

Figure 2.5 Swedish bilateral assistance to Eritrea 1991-2006 (Values in SEK millions)
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Country strategy

Soon after Sweden started its bilateral relations with Eritrea 1992/1993,
Swedish aid (disaster relief grants) was frozen in 1994 because of disagree-
ments over an asylum question concerning Eritrean refugees between the two
countries. The freeze ceased in 1996 which set the stage for the development
of a country strategy.

The country strategy was largely guided by Eritrea’s lack of political plu-
rality and was therefore limited to a two-three year period. On the basis of the
strategy a MoU was signed on September 24, 1997 between Sweden and Eri-
trea, and was valid until December 31, 1998. In January 1999, the MoU was
extended for another year and again for another year in January 2000.

The 1997 country strategy explicitly emphasized Swedish support to en-
ergy, education, research and public administration in the form of bilateral
development projects. Overall the implementation of the Swedish bilateral
development projects has been slow except for the research sector.

The fact that a Swedish journalist (of Eritrean origin) is still kept in prison
in Eritrea has led to a fast deterioration of bilateral relations. Sweden made an
attempt to shore up its bilateral relations with Eritrea with a special (nine-
month) mission in 2002 by a newly appointed Stockholm-based ambassador
to Eritrea. The two governments could not reach an agreement on the impris-
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oned journalist and Sweden decided to wind up bilateral aid cooperation, in-
cluding the funding of the very active cooperation between Asmara Univer-
sity and Swedish universities. Disbursements under state-to-state agreement
had slowly come to an end by 2005, while Sweden still retained some funding
(mainly humanitarian assistance) through NGOs and UN organisations.

A final note is that Sweden has retained its ambassador to Eritrea (in Stock-
holm) and Eritrea has an embassy in Stockholm, but political relations are far
from cordial with Eritrea viewing Sweden as a long-term friend of Ethiopia.

Conclusions

Based on this overview of the main developments in Eritrea and the involve-
ment of the four sponsoring countries in Eritrea with its respective aid vol-
umes and strategies, the following main conclusions can be drawn:

1. For the first years after Independence, as with many post-conflict coun-
tries, the economy of Eritrea was characterised by relatively high economic
growth and macroeconomic stability;

2. Compared with total aid (grants) provided to Eritrea of about US§ 1.4
billion during 19932005, Norway, the Netherlands and Denmark have
provided modest levels of support to Eritrea. Total disbursement by these
three donors during the period was about US$ 320 million or 23% of total
aid, with Norway taking the lead at an estimated US$ 140 muillion in total.
Initially, actual deviations from ODA commitments have been minor but
have increased after 2001;

3. Swedish support to Eritrea had been comparatively minor with actual total
disbursements at about US$ 40 million during the period 1993-2005. Ac-
tual deviations from Swedish ODA commitments have also been minor;

4. Both the World Bank (loans) and the US (grants) have been major players
in providing financial support to Eritrea. Total financial support of these
two entities during 1993-1995 was about equivalent to total support of all
EU member countries combined, including the EC (about US$ 1 billion);

5. Of all four donors, Denmark was the only donor with a clear partnership
agreement with Eritrea by actually providing broad-based support to its
agriculture and education sectors;

6. The war with Ethiopia not only reversed many of the macro-economic
gains that had been achieved by Eritrea, it also created a serious set-back
in maintaining bilateral relations with the four donors;

7. Donors find it increasingly difficult to conduct an effective dialogue with
the Eritrean government on a variety of political and technical issues, and
together with the decision to limit activities of foreign (and national) NGOs,
this has much contributed to the scaling down or outright discontinuation
of overall bilateral aid by the four donors. However, GoE officials feel that
donor decisions are conditioned mainly by political rather than technical
factors;

8 Concerns of bilateral donors regarding the internal political and human
rights situation as well as the lack of a published budget and a formal Pover-
ty Reduction Strategy Paper (PRSP) remain to this day. Noted is that these
concerns are not necessarily shared to the same degree by the International
Financial Institutions (IFIs) such as the WB and AfDB, or even the EC,
which have largely maintained their financial support to Eritrea.
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3.1

Analysis of country exit
decisions and planning

Aid policy of Eritrea

3.1.1 Focus on equal partnership and self-reliance

Eritrea formulated in 1994 a policy governing bilateral cooperation in the field
of development, emphasizing long term bilateral relations on a partnership
basis'®, whereby the donors are to work as catalysts with financial and techni-
cal support and be supportive of the country’s development process. This sen-
timent is clearly expressed in the 1995 Agreed Minutes from consultations
between Eritrea and Denmark:

“... the Head of the Eritrean delegation ... gave an outline of the policies governing Erit-
rea’s cooperation in the field of development. He stressed that Eritrea did not believe in
the traditional donor-recipient relationship. Both sides had something to gain. There is no
free meal. If donors were to operate in Eritrea it should be on a partnership basis. We
cannot impose a relationship upon others and we do not want others to impose a certain
relationship upon us, the Head of the Eritrean delegation said. Relationships should be
two-sided as is the one with Denmark.”

The focus would be on sector support with the GoE being fully responsible for
the development of sector policies and strategies, as well as programme imple-
mentation. Hence, a strong involvement of long term [external] technical ex-
perts is not favoured — also because of reasons of sustainability of develop-
ment efforts. The long term objective (=<10 years) of the GoE’s policy on
development cooperation, and to be considered as an exit strategy, is to move
from dependency on grant assistance to normal economic cooperation, in-
cluding trade, investment, etc. In January 1998, the GoE expressed its concern
over aid dependency and requested that grants be replaced by loan facilities,
together with the reduction of external consultancies in favour of equipment
and supplies.

3.1.2 Policy on NGOs and donor coordination
Regarding NGOs (foreign and local), the GoE does not see a major role for
NGOs in the country’s development efforts'’, and does not consider NGOs a

16 Eritrea’s “Partnership in Development”, GoE, 1994.

17 This was also clearly expressed during the annual consultations on development cooperation in 1995
between Eritrea and Denmark.
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part of Eritrean civic society'®. Rather, strong community participation with
the creation of community-based organizations would be the main instrument
for overall development.

Eritrea’s policy on donor coordination is mainly based on a government-
individual donor basis, although it does not exclude occasional meetings be-
tween government and various donors'® or joint sector reviews under Eritrean

leadership.

3.1.3 Lacking overall government policy

Although line ministries have produced a wide range of policy papers since
1994%, these papers have yet to be formally ratified by Government (Cabinet).
This in turn prevents line ministries from preparing Operational Plans (OPs)
with clear medium and long term planning, activities and expected results,
specific budgetary allocations and manner of financing these plans (govern-
ment and donor).

Eritrea’s development policies are reflected in the stated objectives of the
(interim) Poverty Reduction Strategy Paper (PRSP), which are to attain rapid,
sustainable, widely shared economic growth and reduction of poverty in an
environmentally sound manner; led by a dynamic private sector. The strategy
focuses on: (i) achieving macroeconomic stability and growth; (ii) attracting
private sector investment and expanding exports; (iii) ensuring food security;
and (iv) investing in human resource development with a priority on education
and health. However, past and current actions in Eritrea show that the stated
objectives are not being followed, particularly in relation to private sector de-
velopment and macroeconomic stability?'.

The above described developments have left donors with no clear direction
on overall government policy, especially when it comes to:

* Transparency in public sector policy and operations;

» Structural reforms in priority sectors and the establishment of a realistic
framework for the medium term;

* Alleviation of poverty and the containment of deterioration in rural
livelihoods.

18 As stated during the annual consultations in 1997 between Eritrea and Denmark.
1

©

In February 2004, the GoE and partners agreed to establish a technical committee, including experts from
Italy, the Netherlands, Norway, AfDB, EC, UNICEF, and the World Bank with a view of strengthening the
collaboration between GoE and partners and to accelerate program implementation. The technical commit-
tee will provide key inputs to GoE on relevant sector issues, including capacity building, harmonisation and
simplification of procedures, and the development of a comprehensive financing framework. The committee
would be chaired by the Minister of National Development. However, in 2007 the responsibility of the
Ministry of National Development to coordinate with donors, has been transferred to the Ministry of Finance.
It is not known, as donors have yet to meet with the Ministry of Finance, if Finance will also chair the techni-
cal committee meetings or even wants to pursue such meetings.

n
S

Macro Policy Paper (1994), the 1991/94 Investment Codes, the National Economic Policy Framework and
Programme (1998) and the Transitional Economic Growth and Poverty Reduction Strategies (2001). An
interim Poverty Reduction Strategy Paper (i-PRSP) was issued by the GoE in April 2004. This paper was
produced in tandem with a combined Food Security Strategy (FSS) and associated Household Food Secu-
rity Strategy (HFSS) document (2004). In 2005, a National Agricultural Development Strategy and Policy
document was produced.

o

Current economic activity is characterised by increasing government intervention and domination of the
economy by state and party owned enterprises. As stated by the World Bank, also the perceived invest-
ment risks remain high due to the unresolved border settlement with Ethiopia and changes in the internal
policy environment, which has led to the imposition of strict controls on private activity. Owing to heavy
government borrowing to finance the war and to maintain a high state of mobilisation, the budget deficit
(including grants) ballooned, inflation increased sharply, and domestic borrowing has soared. At the same
time, Eritrea became increasingly indebted and aid-dependent as a result of post-war reconstruction costs
and the need to import food. These macroeconomic problems persist to this date (World Bank, Interim
Strategy Note, March 10, 2005).
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3.1.4 Recipient and donor induced factors causing aid fluctuation

In table 3.1, the principal factors that have impacted on aid disbursement
levels of the four bilateral donors are described. Some of the factors are recip-
ient-induced, others by donors. Almost all factors can be classified as political.
Very few are considered technical.

Table 3.1 Recipient and donor-induced factors to scaling down bilateral development

cooperation in Eritrea (covering the four bilateral donors)

Year

1995

1998

2001

2002

2002

2002

2003

2004

2006

2007

Induced Factors

Asylum Eritrean
Refugees in Sweden

Border war breaks out

Set back democratic
development??

The new Danish gov-
ernment decides to
cease Eritrea’s status
as programme country:
Closure Danish
Embassy

Special mission (nine
months) by
Ambassador Folke
Lovgren to develop
further cooperation
with Eritrea

Swedish journalist kept
in prison

Slight improvement
political situation

Education sector
development pro-
gramme declared
qualitatively insufficient

Deterioration develop-
ment assistance envi-
ronment. Relation
between Eritrea and
international community
under pressure

None

By recipi-
ent or
donor

Recipient/
donor?

Recipient

Recipient

Donor

Donor

Recipient

Recipient

Donor

Recipient

Bilateral
Donor scal-
ing down

Sweden
Sweden
All four

donors

Denmark

Sweden

Sweden

Norway, the
Netherlands

The
Netherlands

The
Netherlands

Norway, The
Netherlands

Type of Scaling down

Freeze of Swedish Aid

No agreement signed (sup-
port administration sector)

Ban on new commitments

Stop sector support
Agriculture. Continuation
sector support Education till
2005. Continuation support
legal sector till 2003.

Results of this mission.
Inconclusive about Swedish
support.

Termination of bilateral
relationships

Start new commitments.
Norwegian support not based
on sector approach.

Shift sector approach educa-
tion to good governance.
Shift Eritrea to Good
Governance partnership
country.

Setting up Good Governance
projects not successful. Shift
support via UN and interna-
tional NGOs.

Continuation few development
activities via UN and NGOs

Source: Interviews, documents (annual reports, programme completion reports, various donor memos, etc.)

22 The political situation led to a crisis in the relationship between the EU and Eritrea in October 2001. EU
partners decided on a ban on new commitments until clear improvements in Eritrea’s political situation.
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3.1.5 Building up of aid during the period 1993-2001

During the period 1993-2001, the four donors continued to build up their
country aid programmes in Eritrea, some did it steadily; others more like “roll-
er coasters?®”. Even the border war in 1998-2000, with the exception of Nor-
way’s freeze, was not reason enough for donors to scale down their bilateral
development cooperation in Eritrea. In fact, the Danish support to agriculture
and education sectors simply continued and support to the education sector
was completed in 1999 (pilot phase), and a new phase (Phase 1) was approved
for 2000-2005 in 2000%.

Implementation of the Danish agricultural sector support programme was
somewhat disrupted during the time but managed to be completed in 2001
(Phase 1). Partnership with the MoA was strong during programme imple-
mentation. Hence, in 2001/2002 the planning of a new phase (Phase 2) was
completed and approved® for Danish support. However, it did not manage to
reach the final signatory stage as the Danish government decided to cease
Eritrea’s status as programme country as of 2002. Albeit with some disrup-
tions, other donors like Norway and the Netherlands continued their bilateral
development activities in Eritrea.

3.1.6 Serious scaling down during the period 2001-to date

Serious scaling down of bilateral development cooperation started in 2001,
with the exception of Norway, because of factors induced by Eritrea as per-
ceived by the donors and continues to this date. Both Denmark and Sweden
pulled out although Denmark honored its agreement with Eritrea on support
to the education sector (signed July 13, 2000) till 2005. The Danish support to
the legal sector (agreement signed in June 2001) for four years (2002-2005)
was cut short to October 2003%. As previously mentioned, further Danish sup-
port to the agricultural sector (Phase 2) was terminated in 2002.

The Netherlands drastically scaled down their bilateral development coop-
eration from sector support to good governance (failed) to simple co-funding
of UN and NGO programmes on a small scale. Not in for a sector approach,
Norway’s yearly funding of projects that contribute to “Peace, reconciliation
and stability” and "Democracy, human rights and good governance, mainly
through UN organizations , remained largely unchanged.

The scaling down: reaction and lessons learnt by Eritrea

Reaction of the GoE

When quizzed about their reaction on the scaling down of development coop-
eration, particularly during the period 2001-2007, the GoE authorities found
the exit processes of the donors highly unsatisfactory. In particular the exit of
Denmark was sudden and caught Eritrea totally unprepared.

Therefore, the exit of Denmark was considered a breach of trust and found
to be unethical by Eritrea. Denmark was considered to have achieved a “true
partnership” with Eritrea with its relatively long and large interventions in the
agriculture and education sectors, and very good working relationships with
the GoE. Considering that since 1996 the Danish have had long term inter-
vention in the education and agricultural sector (with several five-year phases

2 Not meant to be derogatory remark but except for Denmark, donor support could be subject to yearly
violent fluctuations as demonstrated in Chapter 2 (especially Sweden). Hence, it is of no small surprise that
the GoE was rather sceptical when it came to donors advocating partnerships.

24 Just in time as in 2001 all four donors placed a ban on new commitments.
% Board approval Danida.

% No specific reason was given for the termination. In a 2003 completion report on the Danish legal sector
support, the cutting short of the project period was due to “unforeseen circumstances” (page 3).
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3.3

in the planning), the GoE authorities felt that the Danes had a “moral obliga-
tion” to continue their bilateral relations with Eritrea. There was no rationale
behind the Danish exit according to them.

What has really affronted the GoE authorities is that regarding the Danish
support to the agriculture sector, there were no consultations whatsoever be-
tween the GoE and Denmark about its discontinuation of support (“there
have been no talks at all”).

Regarding the Danish exit from the education sector (first phase in 2005),
the GoE reaction was much less strong as most of the sector components cov-
ered by the Danish in education are to be continued with support from WB,
the AfDB, the EC and the GoE?.

Concerning the exit of Sweden in 2002, there was no reaction® as Sweden
was never considered a major player and consequently its exit had little conse-
quence for Eritrea.

Although very appreciative of their long bilateral support (both since 1993
and before), both Norway and the Netherlands are considered minor players
by the GoE when it comes to sector support. Nevertheless, the GoE authorities
remain uncertain about the specific reasons of scaling down by the Nether-
lands as there have been no formal consultations between the GoE and this
donor®.

Capping the above described developments, Eritrea’s relationship with the
international community has gradually deteriorated since 2001. At the mo-
ment, and in the point of view of Eritrea, the poor relationship is largely
shaped by a number of historical and actual factors such as:

* Lack of support and recognition regarding the country’s 30-year strug-
gle for independence and the current border conflict with Ethiopia by
donors;

» Too much donor interference in the country’s internal affairs;

* Too much emphasis by donors on human rights, the lack of transparency
of public financing, and lack of progress in Eritrea’s transition to democ-
racy.

Denmark

Exit decision

The exit decision of Denmark came with the change of government in 2001.
The decision in Denmark in 2002 to reduce the aid budget (see box below)
triggered a revision of the list of partner countries.

27 It concerns the financing of the Educational Sector Development Programme (ESDP) at a total cost of US$S
240 million. The ESDP was already in the making at the time the Danish withdrew their support from the
education sector.

28 Although the GoE felt at times the Swedes to be dictating and condescending towards Eritrea.

29 Interesting to note is that the Netherlands was approached, together with the WB, to take the lead in
providing support to the Education Sector Development Programme (ESDP). To date and according to the
GoE authorities, there has been no formal communication from the Dutch why they have opted not to
provide support to the ESDP.
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2002: Change of Danish development cooperation policy

The new government taking office after the November 2001 elections announced on 29
January 2002 the following main policy changes (excerpts from the preface to the official
statement in Danish, unofficial translation):

Denmark will also in 2002 rank highest concerning assistance to developing coun-
tries. This is the case even after the implementation of cuts in the appropriations for de-
velopment and environmental assistance to developing countries to the tune of 1.5 billion
Danish Kroner compared to the budget proposal of the previous government.

Countries receiving Danish development assistance must live up to basic principles of
good governance. The review shows that some countries, but not all, live up to these
principles. The Government will therefore:

Stop all development assistance to Eritrea (oppression of the opposition and the
press), Malawi (systematic intimidation of the opposition, corruption) and Zimbabwe (a
president greedy of power, economic chaos).”

Of the remaining Danish partner countries, six experienced no cuts in Danish bilateral
assistance and nine had their country programmes reduced.

The exit was sudden and unplanned and caught the GoE totally unaware as
no signals were given by the Danes about terminating bilateral relations with
Eritrea. Reasons given to the GoE by the Danes about the 2002 exit were cuts
in development budgets and hence a reduction in partner countries. Why then
the Danish embassy had to be closed was unclear to the GoE and signalled a
political decision from the Danes. Indeed, the official proclamation of the exit
decision (in Danish) mentioned the lack of democratisation and economic lib-
eralisation as the main reasons for terminating the aid partnership. Notwith-
standing this, it was acknowledged that the development cooperation had been
satisfactory.”

The GoE did not contest the decision of the Danish government to exit
and merely considered it as a “fait accompli”, especially with the closure of the
embassy. However, in February 2002, the chief advisor of the Danish agricul-
tural sector support programme sent a letter to the Danish authorities protest-
ing the exit decision without any consideration for a structured withdrawal of
Denmark’s engagement in the Eritrean agricultural sector. The official re-
sponse given, if any, is not known by the evaluators.

Regarding the other large sector programme where Denmark was involved,
the education sector, although Phase 1 of the programme was well on its way
since 2000, officials of the Ministry of Education did become quite anxious
about Denmark’s exit decision, and the Minister of Education travelled to
Denmark for clarifications in 2002. Denmark decided not to invoke the termi-
nation clause in the programme agreement (allowing for a unilateral decision
to terminate by any party with six months notice) and the agreement signed in
2000 for five years was completed. The evaluators were informed that under
this agreement, several large contracts were made with construction compa-
nies (building of schools) and local and foreign printing companies (educa-
tional materials). Cancellation of these contracts would have caused legal
ramifications for both Denmark and Eritrea. Also, several scholarships and
consultancy services were granted under the agreement, making an early ter-
mination quite difficult and costly.

Exit planning
There has been no exit planning by Denmark. The continuation of support to
the education sector till 2005 and the legal sector till 2003 was based on avoid-

% ‘Redeggrelse for Regeringens Gennemgang af Danmarks Udviklings- og Miligsamarbejde med Udviklings-
landene’, Ministry of Foreign Affairs, Copenhagen, 29 January 2002.
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3.4

ing possible legal ramifications (third parties such as subcontractors and the
like). There have been no consultations with the GoE regarding the Danish
exit from Eritrea.

Actor analysis

The Danish bilateral cooperation from 1993 till 2002 with Eritrea was consid-
ered as outstanding by the GoE and an example of true partnership. With its
support to the agricultural sector, the Danes provided a sort of “mini” budget
support to the Ministry of Agriculture (of over 40% of the Ministry’s budget)
with the Ministry being responsible for the programme’s implementation.
Support from long term foreign technical advisors was kept to a minimum. A
Chief Advisor was attached to the Ministry acting as liaison between the Min-
istry and Denmark.

Likewise, the long term Danish support to the education sector (1996-2005)
was considered to be equally of true partnership with the Ministry of Educa-
tion (MoE) being largely responsibility for programme implementation, and
with minimal intervention from foreign technical advisors. An added benefit
of Denmark’s intervention in the education sector is that it likely provided
leverage for funding from the WB and AfDB for the next generation of educa-
tion sector support; the Education Sector Development Programme (ESDP).

In sum, the Danish bilateral cooperation since 1993 till 2002 had generat-
ed much good will in the eyes of the GoE authorities and was cited as a good
example of how bilateral partnerships should be. It goes without saying that
the sudden withdrawal of Denmark from Eritrea had created much unease
and distrust with the GoE when it comes to creating partnership agreements
with (bilateral) donors.

Netherlands

Exit decision

To date, the Dutch have not made an exit decision. On 16 October 2007, with
the incoming new minister for Development Cooperation, the Netherlands
Ministry of Foreign Affairs presented a policy document regarding future as-
sistance to developing countries to the Dutch parliament for deliberations. In
the document it was proposed to phase out assistance to Eritrea within four
years as it is considered as one of the exit countries in the new Dutch bilateral
aid policy.

Since 2002 the Dutch have scaled down their support to Eritrea but this is
considered to be more circumstantial® than being part of a planned exit strat-
egy to be consistent with the established principles for development partner-
ships. This is reflected in that every year plans are drawn up by the Dutch with
objectives, (planned) activities and results but without any clear indication of
an exit strategy. In January 2005, a multi annual strategic plan was presented
confirming that the Dutch should continue their significant policy shift in 2004
from sector support® to good governance. This shift was found necessary due
to the lack of economic and political reform in Eritrea. The strategic plan was
a result of a workshop held in Eritrea with (Dutch) embassy staff, representa-
tives from the Netherlands embassy in Ethiopia and three staft members from
the Ministry of Foreign Affairs/Development Cooperation in The Hague.
There was no involvement of GoE authorities in the development of this stra-
tegic plan.

31 Meaning that the Dutch opted for short term programme/project support instead of structural long term
sector support; pending economic and political circumstances/improvements in Eritrea at the time.

32 Support to the Education Sector Development Programme (ESDP).
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To this day, the Dutch have not managed to set up good governance projects
and had again shifted their policy from “not less development cooperation” to “differ-
ent development cooperation”. The difference would be in working more with UN
organisations and NGOs (instead of directly with Eritrean line ministries) with
programmes and projects that have large financing needs and absorption ca-
pacity such as water and sanitation, environment and rehabilitation, and those
that link with regional initiatives. However, according to the established prin-
ciples for development partnerships, this shift in policy was neither communi-
cated nor agreed upon by the partner country, and can therefore not be con-
sidered as part of a full-fledged exit strategy:.

Actor analysis

The Dutch have not been successful in creating a true partnership with Erit-
rea. Several factors have played a role for the Dutch not being able to achieve
this. Some are political (the lack of political and economic governance), others
on concerns from the Dutch side on the lack of capacity of government and
other national stakeholders to formulate and implement policies like the PRSP
(Poverty Reduction Strategy Paper™), sector programmes (ESDP), etc. , with
subsequent risks of non-compliance by the GoE.

Norway

LExit decision
No decision has been made by Norway to phase out from Eritrea.

Actor analysis

From the very start of its bilateral relations with Eritrea in 1993, Norwegian
support has never been based on sector support or a partnership agreement.
Instead the Norwegians opted for direct programme and project support
mostly through UN organisations, little through NGOs (10%).

One reason why Norway opted to adopt such an approach is attributed to
the perceived difficult behaviour of GoE when it comes to political and eco-
nomic governance (although Norway claims to have a very open political dia-
logue with Eritrea), making government-to-government cooperation difficult.
By working mainly through UN organisations, the risks of non-compliance by
the GoE in programme implementation are believed to be minimized.

Sweden

Exit decision

The exit decision of Sweden came in 2002 when no progress was made in
solving the issue of the imprisonment of a Swedish journalist since 2001. Swe-
den later made an attempt to shore up its bilateral relations with Eritrea with
a special (nine-month) mission in 2002, but it came to naught.

Exit planning
There was no exit planning by Sweden. All bilateral relationships with Eritrea
were stopped by 2002.

Actor analysis

Since 1993, Sweden’s bilateral relationship with Eritrea has been troubled
with many ups and downs. Sweden never had a true long term partnership
agreement with Eritrea. Its relationship remained limited to one-year “renew-

33 The PRSP is still in the making. There is an Interim PRSP for Eritrea.
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3.7

able lease” on bilateral development support based on a yearly prolongation

of the MoU. Consequently, government-to-government cooperation remained
limited and most Swedish support was through NGOs.

Conclusions

Based on this analysis of exit decisions and exit planning by the four donors,

the following main conclusions are drawn:

L.

Since 1994 Eritrea has maintained a clear aid policy seeking long term
bilateral relations on a partnership basis, with a clear long term objective to
move from a dependency on grant assistance to normal economic coopera-
tion by way of loan facilities. There has been no evidence of a revision of
this aid policy to this date;

In contrast with the bilateral donor perception, the GoE does not see a
major role for NGOs in Eritrea’s development efforts in its aid policy. In-
creasing bilateral donor support through NGOs and their subsequent in-
crease in numbers has played an important role in restricting NGO activi-

ties starting in 2005 by the GokE;

. Although a wide range of sector and thematic policy papers have been

produced by line ministries, so far none have been ratified by GoE, leaving
donors with no clear direction on overall government policy and hence in
providing sector support. Reasons for non-ratification are not known;

During the period 19932001, no donor exit decisions were triggered by
factors induced by Eritrea. Serious scaling down started in 2001 to this date
triggered by factors mainly induced by Eritrea as perceived by the donors;

Eritrea has found the exit processes of the three donors, Sweden, the Neth-
erlands and Denmark, highly unsatisfactory. Especially the exit of Den-
mark was considered a breach of trust and found unethical by Eritrea as
both parties had established a true partnership since 1996;

. None of the four donors have developed clear exit strategies. The exit of

Denmark has been sudden and totally unplanned without any formal con-
sultations with the GoE (“there have been no talks at all”). Talks with Swe-
den did not result in the development of an exit strategy but rather in a
decision for a “fast” exit by Sweden;

Hence, the main dissatisfaction is that the GoE is largely kept in the dark
when it comes to specific exit decisions made (i.e. scaling down or discon-
tinuation) by the donors. Is it political or technical?

Important lessons learnt by the GoLE are that of having clear and binding
agreements, involving more than one donor in large sector support pro-
grammes (spread the risk), and having better communication with donors
contemplating exits.

Finally, a major issue with the GoE is that donor exits should be mainly
based on development merits and not on political ones. Even if a politically
motivated exit is contemplated by a donor, it should take into consideration
the financial and technical (development) implications of such an exit.
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4.1

Analysis of exit consequences

The consequences of exits can be studied at different levels. According to the
evaluation methodology (Chapter 1) first analyzed are the consequences for
the bilateral relations at macro level and then for selected case studies at coun-
try level. These case studies for Eritrea focus on exits from specific Danish aid
interventions.

Change of bilateral relations

For all four donors bilateral relations with Eritrea were initially formed by the
political imperatives to support the newly independent nation state. In all
countries, but some more than others, this political justification for aid is root-
ed in ties with the EPLF** developed during the independence struggle. With
the deterioration of the security situation in the Horn of Africa, relations with
Eritrea have increasingly been seen in a wider regional perspective. None of
the four donors has any trade relationships to speak of and hence develop-
ment cooperation is the sine qua non for the bilateral relationship.

This is typical for many partner countries of the four donors, but the case
of Eritrea, as this study illustrates, represents an extreme example of aid vola-
tility due to political interference. In the case of Sweden it started already in
1996 with the asylum dispute, whereas Norway imposed a serious reduction
on disbursements in 1999 when the border war broke out.

According to the donors, major changes in bilateral relations came after
2001 triggered by a setback in democratic development in Eritrea. In Septem-
ber 2001, they alleged, a number of PFDJ* party members called for the im-
plementation of the constitution (ratified in 1997 but yet to be implemented)
and the holding of elections. The GoE reportedly instituted a crackdown re-
sulting in the arrest of 11 dissidents. At the same time, the GoE reportedly
shut down the independent press and arrested its reporters and editors. A
subsequent political dialogue between the EU and the GoE became so tense
that the Italian ambassador, then the local EU chairman, was expelled. In
October 2001, the EU member states and the EC decided to freeze their sup-
port with a ban on new commitments. The ban was contested by GoE as there
was no legal basis to do so according to the Cotonou agreement®. Eventually
the ban was lifted in May 2003 although the internal political situation had
not improved or only slightly.

34 Eritrean People’s Liberation Front.
3 The sole political party in Eritrea: the People’s Front for Democracy and Justice (PFDJ).

36 The procedures of article 96 of this agreement were not followed, which states that “if despite the political
dialogue (...) a Party considers that the other Party has failed to fulfil an obligation stemming from respect
for human rights, democratic principles and the rule of law referred to in paragraph 2 of article 9, it shall
(...) invite the other party to hold consultations that focus on the measures taken or to be taken by the
Party concerned to remedy the situation”.
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In 2002, two donors decided to terminate bilateral aid relations with Eritrea:
Denmark and Sweden. Denmark totally phased out ongoing support pro-
grammes by 2003 and 2005 (legal sector and education), and also closed its
embassy in Asmara. Sweden made an effort to develop new areas of coopera-
tion and appointed a Stockholm-based ambassador to Eritrea to rekindle po-
litical relations*, but this came to naught.

The two other donors, the Netherlands and Norway, maintained bilateral
aid relations. Whereas there has been serious underspending and subsequent
scaling down of the bilateral aid budget by the Dutch (who also tried to change
their strategy of cooperation® but to no avail), Norway responded to the 2001
ceasefire agreement by doubling aid disbursement and to opening an embassy
in 2002. There has been a constant political commitment to keep aid at the
same level, but due to practical obstacles in aid management, aid disburse-
ment has started to gradually decrease.

From the point of view of the GoE, only the exit decision by Denmark
bore consequences at the macro level in terms of policy implementation. As
mentioned earlier, since 1994, the GoLl was keen to establish long term bilat-
eral relations on a partnership basis with a focus on sector support. Except for
Denmark, the other three donors have never managed or wanted to establish
(Norway and Sweden) such a partnership. The Dutch were invited to do so by
providing support for the Education Sector Support Programme (ESDP), but
eventually declined.

Considered as a partner fully in line with Eritrea’s aid policy, the Danish
withdrawal came as a shock and had significant consequences for Eritrea to
implement its agricultural development policy by way of severe set backs (see
further case study in 4.2). Tor the continued implementation of the Eritrea’s
educational programme, the consequences were much less severe (see further
case study in 4.3) as the programme is largely taken over by the WB, AfDB and
the EC.

Reviewing aid disbursement patterns and negotiation processes of the four
donors (and other donors as well) one sees a pattern of extreme aid volatility
and unpredictability. This cannot only be blamed on genuine problems for
which GoE must carry the responsibility, being fully aware of the risk of jeop-
ardising donor relationships, but it is also a reflection of a certain aid policy
paradigm; that aid is an effective instrument in influencing recipient govern-
ments — by carrot or stick. This view is clearly expressed in an internal report
of the Norwegian MFA advising on aid to Ethiopia and Eritrea: “Holding
back aid by the international community, according to most observers, has
likely contributed to bringing Ethiopia and Eritrea to the negotiating table on
the border conflict” (evaluators’ translation).

Danish support to the agricultural sector

Background

Notwithstanding the rather small contribution of only 12-15 percent to the
GDP, agriculture is still the most vital sector in Eritrea®. The crop and live-
stock sector together employ the vast majority of the population and provide
the basis for food security. Eritrea’s crop productivity continues however to be

37 Sweden never had an embassy in Eritrea but an Honorary Consul instead. Relations were handled from
Addis Ababa to the dislike of Eritrea. Starting from 2002 till now, Sweden has appointed a Stockholm-based
ambassador for Eritrea

38 By way of a policy shift from sector support to good governance in 2004.

3 The service sector constitutes over 60% of the GDP since independence with the industrial sector at about
24%.
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low because of the country’s erratic rainfall regime, the use of outdated culti-
vation methods and only limited use of agricultural inputs*.

According to World Food Programme (WFP) reports, in 2003, 2.3 million
people required food aid either for limited periods or for the entire year. For
the same period, cereal import requirements were an estimated 422,000 M'T
or almost 65% of total utilisation. About two-third of the population is consid-
ered poor and more than one-third extremely poor, living below the food pov-
erty line of 2,000 calories per capita per day*’. It is reported that malnutrition
ranges from 13-20% which is higher than the WHO cut-off rate.

Livestock is an extremely important sector of the rural economy, especially
in the more arid areas of the country. It plays an integral part of the agricul-
tural activities of the smallholder farmer. Its contribution to the GDP has
however steadily decreased. The decreasing trend is mainly due to inadequate
precipitation, lack of suitable grazing land and overall environmental degra-
dation. No precise information is however available on the livestock popula-
tion. MoA estimates that to date the herd may number a total of some 8 mil-
lion animals.

4.2.1 Danish involvement in the agricultural sector before the exit
The Danes have been working with the GoE in the agricultural sector since
1993 with several stand alone (pilot) projects. They had to deal with a weak
institutional setting and with little experience in managing bilateral partner-
ships within the (very young) Ministry of Agriculture (MoA). In 1995, a first
start was made in the development of a more comprehensive sector support
programme, the Agricultural Sector Support Programme (ASSP), implement-
ed by MoA. The total budget of the programme was DKK 174.6 million (or
about US§ 25 million) for a five-year period (1996-2000: Phase I).

Worth mentioning is that at the time, the original planning horizon of the
Danish agricultural sector support in Eritrea was 1520 years to be completed
with several five-year phases. Hence, Denmark was the only bilateral donor
promoting the sector programme support approach already at an early stage
in Eritrea. With the ASSP under way in 1996, the Danish contribution to the
total national budget for agricultural development ran between 35 and 50%
for the period 1996-2000. The relatively high share of Danish support to the
budget and that with a 15-20 planning horizon Denmark had indicated to be
in for the “long haul” when it comes to agricultural sector support, made for a
true partnership relation in the eyes of the MoA. This high rate of depend-
ency on one donor, also made the ministry however more vulnerable when it
comes to pursuing its goals in the medium and long term.

The ASSP consisted of several different components dealing with water
shed development, agricultural research* livestock development, the setting
up of financial management systems, farmers’ advisory services (some form of
agricultural extension) and an emergency reconstruction programme. The
components did not however all start at the same time, reflecting the fact that
the ASSP had started on a portfolio of stand alone projects, each formulated
separately. Hence, there was no common development objective for the pro-
gramme at the start. As over time more components started to kick in with
themes of food security, improved production, sustainable use of resources,
the adopted common development objective of the ASSP was “to improve natu-

40 Still, in 1998 Eritrea managed to produce almost 460,000 MT in cereals, meaning that the country has the
proven capacity to cover 70 percent of current demand. The high production volume was mainly due to
high rainfall levels at the time and an increase in area planted (from an average of 320,000 ha to 477,000
ha); yields were at levels of 1992 (< 1 MT per ha).

41 From: World Development Indicators; WDI, 2005. Eritrea ranks 161 out of 177 countries in the 2005 UNDP
HDI ranking.

42 Seed development and integrated pest management.
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ral resource management, food security, agricultural production and living standards in Erit-
rea®”

The strength of the ASSP is that all its components deal directly or indi-
rectly with food security. Agricultural and livestock research and extension (to
ensure dissemination of research results), as well as land and water manage-
ment are considered key to achieve food security, and were important compo-
nents in the ASSP (almost 50% of the total budget). All funding for local dis-
bursements was channelled through the MoA with special accounts established
for the purpose. Audits of these accounts have been reported to be clean.

Phase I of the ASSP ended in 2001, about one year behind schedule, be-
cause of delays in the implementation of some of the programme’s compo-
nents mainly due to the difficulty to establish an operational modus operandi
in the first years of the ASSP, and the subsequent low use of the grants at the
time. Other factors causing delays, albeit said to be less profound, were the
lack of a comprehensive national agricultural policy and the shortages in the
number and availability of qualified staff within MoA. In 1999, Phase II of
the ASSP was formulated for another five years of Danish support to the agri-
cultural sector and received Danida Board approval in September 2001. All
Phase I programme components would be continued under Phase II, with
much more focus than before on FAS (Farmers’Advisory Services) to ensure
good dissemination of agricultural research results; small livestock develop-
ment (poultry); the further reform of the MoA (part of restructuring policy);
and the formulation of a national agricultural strategy:.

4.2.2 Changes in the danish involvement as a result of the
exit decision

In January 2002, Denmark chose to withdraw its support of the agricultural
sector, despite ASSP having been described as one of the more successful of
Denmark’s sector support programme partnerships. No allowance was made
for a phasing out of the programme, leaving the agricultural sector in Eritrea
with a 40% shortfall in its national budget and no programme funding alter-
natives to this day. MoA was totally caught oft guard and had asked Denmark
to at least continue, as part of a proper phasing out, to support the completion
of some of the ongoing (uncompleted) projects of Phase I to support FAS, and
to assist the ministry in the development of a national agricultural strategy.
According to MoA the Danish response was that there were no more funds
available for the phasing out request.

4.2.3 Assessment of the (institutional) results of the exit decision

No allowance was made by Denmark for a phasing out of the programme,
leaving the agricultural sector in Eritrea with about 40% shortfall in its na-
tional budget and no programme funding alternatives to this day.

According to MoA authorities, not much has happened during the period
2002-2007, only complete chaos to somehow cope with the sudden withdraw-
al of Denmark as a key partner to continue the new and improved ASSP.

With some small support from the EC, FAO assisted MoA to formulate a
national agricultural strategy in 2005. Some livestock and horticultural activi-
ties were continued with AfDB funding as well as some activities as part of the
larger Emergency Reconstruction Programme. Agricultural research, FAS and
Integrated Pest Management (IPM) came to a complete standstill according to
MoA. Under the ASSP, a comprehensive reorganisation process was initiated
for MoA to improve public service delivery to the agricultural sector. After the
Danish withdrawal from the sector, this initiative also came to a standstill.

43 From: ASSP completion report, August 2002.
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A field visit to the National Agricultural Research Institute (NARI) in Hal
Hale confirmed that, although the infrastructure (buildings) including most of
the laboratory equipment and rolling stock has been put in place during Phase
I of the ASSP, and appear to be in good working order, the research facility
itself 1is severely underused due to the lack of operational funding. At the time
NARI had research agreements with renowned international agricultural re-
search institutes such as ILRI (Kenya), ICRISAT (Kenya and India), IITA
(Nigeria) and ASARECA (Uganda)**. With such agreements, NARI could
benefit from the exchange of breeding materials, training (in house and
abroad) and bring agricultural research to a higher level in Eritrea. Because of
the lack of operational funding most of these research agreements had to be
severely curtailed or discontinued altogether.

According to the researchers at the NARI, the main consequences of the
Danish withdrawal from agricultural research were:

* Lack of production of improved seeds for small farmers;*

* Lack of trained staff (training has stopped; PhD and MSc level);
* Severe disruption of the plant breeding programmes;

* The institute’s genebank* is now in peril (there is no backup);

* Opverload of professional breeders and senior research staff’ being unmo-
tivated;

* No or hardly any dissemination of research results to small farmers (i.e.
the introduction of new, improved varieties);

* Increase in bureaucracy as all funding requests have to go through the
Ministry of Finance;

* Loss of professional contact with the international agricultural research
institutes such as ILRI, ICRISAT, and IITA.

The above described developments with Eritrea’s agricultural research and the
dissemination of research results through FAS do not bode well for a country
striving to attain food security and to reduce poverty. Although there is no data
available on the current state of food security and poverty in Eritrea, it is clear
that there is a major setback on both fronts. Eritrea tries to cope by increasing
large scale food production (state owned) using varieties that have been devel-
oped by NARI. The effect would be a reduced food import bill but with little or
no effect on poverty reduction and food security in the rural areas.

There are some other reported examples of the negative effect the stop-
page of ASSP has had on poverty reduction and food security. Under the
ASSP, a back yard poultry production programme was started up for 10,000
war widows to support poultry value chains. With the demise of ASSP, it is
reported that these value chains have collapsed and with this an important
source of income for a very fragile target group. Also, as part of the national
soil and water conservation effort, the ASSP financed 1 million person days of
cash-for-work each year. This important source of income for the rural popu-
lation also disappeared.

At the institutional level, the MoA has not made any progress at all and
now largely operates in a vacuum because of lack of funding, by being under-
staffed, and without much hope to ever complete a comprehensive sector sup-
port programme such as the ASSP.

44 ILRI (International Livestock Research Institute); ICRISAT (International Crop Research Institute for the Semi
Tropics); IITA (International Institute for Tropical Agriculture); ASARECA (Association for Strengthening
Agricultural Research in Eastern and Central Africa).

4 Now NARI is handling seed production but this is beyond its mandate as research station and should be
handled by the private sector.

4 In the genebank, hundreds of plant varieties are stored at -20C and are used by breeders to develop
improved plant varieties. The genebank at NARI has no backup facility in case of power disruption.
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4.2.4 Conclusions

The Swedish exit and the scaling down by the Netherlands have had little
consequence for Eritrea at the macro level in terms of policy implementation.
None of these donors were providing Eritrea with sector support on a partner-
ship basis. If this would have been the case it could have devastating effects for
a line ministry. This is clearly demonstrated with the Danish exit from its sup-
port to the agricultural sector:

* The Danish withdrawal from agriculture has had significant conse-
quences for Eritrea to implement its agricultural development activities to
achieve food security and poverty reduction;

» After the withdrawal, the MoA ended up in dire straits and chaos as the
Danes had contributed heavily to the ministry’s budget (about 40%). To
this date, MoA has not been able to recover from the Danish exit. There
has been no or hardly any continuation of programmes by other donors;

* Asavast majority of the Eritrean population depend for their food and
income on agricultural and livestock production, as target groups they
can be considered being the main losers of the Danish withdrawal from
the agriculture sector;

* International experience shows that agricultural and livestock research
in combination with proper extension systems can have a huge impact
on improving food security and incomes of small farm households*.
Hence, the potential impact on food security and poverty reduction has
been severely underrated by the Danish government when it chose to stop
its support to agriculture. The Danish agricultural sector support pro-
gramme, including the proposed second phase, had just the right ingredi-
ents to achieve this kind of impact;

* Hence, a proper phasing out of the agricultural sector would have
occurred if Denmark had decided to continue with the second phase of
the agricultural sector support, even with a reduced budget, by allowing
the MoA adequate time to attract other funding for the programme.

Danish support to the education sector

Background

In 1993, Eritrea started to rebuild basic education as a key element in Eritrea’s
national reconstruction and development. Basic policy objectives and guide-
lines were formulated, an organisational structure was quickly drawn up, and
over 2,000 new teachers were deployed to replace the Ethiopian teachers who
had fled the country. Priority was given to basic education with a particular
focus on disadvantaged areas.

The gross primary enrolment ratio is currently about 70 percent of the
school-age males and 55% percent for females. Government expenditure on
education increased from 4% in 1993 to over 9% in 2001 of which nearly 70
percent is targeted at primary education.

Despite this emphasis on education, problems remain both on the demand
and supply side. Demand side problems include the inability of parents to af-
ford the direct costs of schooling as well as loss of children’s labour, and for

47 A recent evaluation of EC support to 15 international agricultural research centres demonstrated the
significant impact of genetic improvement (crops and livestock) and the characterisation of genebank
materials (for faster and more efficient breeding) on improving overall agricultural productivity (source:
Evaluation of EC Contribution to the Consultative Group on International Agricultural Research or CGIAR, July
2007). For instance in Uganda there is clear evidence of a relatively quick uptake of improved genetic lines
by small farmers largely due to the efforts of the National Agricultural Advisory Services or NAADS (a new
version of [privatized] extension service system), which has been in operation since 2001 with support from
the World Bank, the EC and several EU member states (source: Mid-term evaluation NAADS, June 2005,
EC).
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girls in particular, early marriage and undervaluing the benefits of education
for girls. Supply side problems include physical inaccessibility of schools, ineq-
uitable distribution of schools, gender inequality to access, a lack of teachers
and school management competencies, problems in the curriculum and over-
crowding,

As of 1991, Eritrea made significant progress in increasing enrolment ra-
tios. New schools have been built where none existed before, and schools that
were damaged by the war were rehabilitated. These efforts led to a doubling
of enrolment in primary schools to 375,000 in 2003/04 from about 151,000 a
decade earlier. The enrolment in secondary schools rose from about 27,600 to
69,000 during the reporting period*®.

While school enrolment increased significantly, the teacher population did
not grow at the same level, pushing pupil-teacher ratios from an average of 43
to 49. Although both quantity and quality of teachers dramatically improved,
demand for teachers also increased so that teachers are still in short supply,
especially at the middle and secondary school level. Mobilisation for national
defence had further decreased the availability of teachers® but as stated by the
GokL, virtually all these teachers have now been recalled to take up their teach-
ing duties.

Building on analytical work financed by the World Bank and assistance
from other development partners, the GoE developed a five-year ESDP (Edu-
cational Sector Development Programme) and presented it to donors for dis-
cussion on 15 December 2003. The programme is constructed around four
main pillars: Basic Education (1-8 grade); Secondary Education (9-12 grade);
TVET (Technical and Vocational Education Training Program); and Capac-
ity Building. Total cost of the programme is US$ 240 million covering the
period 2005-2009.

4.3.1 Danish involvement in the education sector before the exit
Denmark has been the main donor in the education sector of Eritrea for al-
most ten years since 1996, contributing a total of DKK 296 million (or about
US$ 43 million).

In April 1996, the GoE and Denmark signed an agreement for develop-
ment support to the education sector. The first three years of Danish support,
1996-1998, with a total grant of DKK 80 million (or about US 11 million)
was defined as a pilot phase. Those initial efforts were to be followed by two
five-year phases, Phase I (2000-2004) and Phase II (2004-2008) and which is
in line with the Sector Programme Support (SPS) concept adopted by Den-
mark at the time.

Danish support during the pilot phase in 1996-1998 was to support the
GoLE in the development of basic education in terms of teacher education,
curriculum development, construction/rehabilitation of schools, etc. Impor-
tant parts of the budget went to teacher education (38%) and the building of
schools (23%). The development objective of the program was to “develop hu-
man capital resources by improving access, equity and quality of basic education”. Due to
some delays in project implementation (the border conflict), the pilot phase
was extended into 1999. Eritrean ownership was one of the salient features of
the pilot phase. Ministry of Education (MoE) officials prepared the pilot phase
with MoE having overall responsibility and accountability for programme im-
plementation.

48 Source: MoE, 2004. Eritrea: Basic Education Statistics, 2003/2004
49 Source: EC financing proposal ESDP.
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Danish support to Eritrea’s education sector in Phase 1 (2000-2004) and with
a budget of DKK 267 million (or about US$ 40 million) continued to focus on
primary education and was seen as a continuation of the education develop-
ment agenda supported during the pilot phase. Different with the pilot phase
was that there was no outspoken focus on a specific activity, and there was an
equal budgetary distribution per main activity (teacher education, curriculum
development, construction /rehabilitation of schools, etc).

As with the pilot phase, the MoE had the overall responsibility and ac-
countability regarding programme implementation.

4.3.2 Changes in the danish involvement as a result of the exit
decision

In connection with the change of government in November 2001, Denmark
announced early 2002 that it would bring the development cooperation be-
tween the two countries to an end. However, since an agreement was signed in
2000 to provide support to the education sector, it was decided to continue®™.
In fact, Phase I was prolonged by one year till the end of 2005. The total
budget was however scaled down to about DKK 216 million (or about US§ 32
million).

By the end of May 2002, the Danish embassy in Asmara was closed and
the day-to-day interaction regarding programme implementation was substi-
tuted by a system of bi-annual Danish missions to Eritrea.

A 2006 completion report™ concluded that by and large the program’s
objectives were successfully implemented and that the funds were fully ex-
pended.

4.3.3 Assessment of the (institutional) results of the exit decision

In sharp contrast with the agricultural sector, the Danish exit from the educa-
tion sector was quite different and Phase 1 of the programme was allowed to
be completed, albeit with a 19% cut in the original budget. As mentioned
carlier in this report, the main reason for Denmark to allow for the completion
of Phase I should probably be sought in avoiding potential legal ramifications
as the agreement was signed with the MoE in 2000.

MoE officials still strongly feel that Denmark should have made good its
promise to continue with a second phase (2006-2010), as there was a long
term commitment already from the very start from Denmark®. The reason
not to continue because of a change of government was not found to be very
convincing by MoE officials, especially when both parties agreed that pro-
gramme implementation was found to be very good and had greatly benefited
the educational system in Eritrea. Hence, from the point of view of the GoE
there was no proper phasing out of the education support programme by
Denmark.

As mentioned earlier, during the completion of Phase 1 of the Danish sup-
port to the education sector, with the assistance of the World Bank and other
partners, the GoE began a five-year Educational Sector Development Pro-
gramme (ESDP) in 1995 at a total cost of US$ 240 million.

By 2007, most of the financing of the ESDP had been secured from the
World Bank (loan: US$ 45 million); the AfDB (loan: US$ 19.7 million + US§

5 MoE officials reported becoming quite anxious at the time when the announcement was made by Denmark
to end the development cooperation.

51 Draft DSE program completion report (PCR) 1996-2005, March 2006.

52 After the pilot phase, two additional phases of 5-years each (source: Sector Programme Support Document,
Danida Support to the Education Sector in Eritrea 2000-2004, September 1999 (page 1, Chapter 2.1).
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7.3 million in grants); and the EC (grant: US$ 63 million)*. Although the GoE
would contribute US$ 20 million and cover all recurrent costs, the programme
is left with a financing gap of about US$ 50 million for the 5-year period. The
Dutch (and as the evaluators understand also the Norwegians) had been ap-
proached to fill this gap but eventually declined®. Filling this financial gap
could have been part of the Danish phasing out process in the education sec-
tor (sort of continuing with Phase II but much larger and with multiple part-
ners).

According to the MoE authorities, the consequences of the Danish pull-
out from the education sector were considered to be minor. The process of
starting up the ESDP was well on its way, most of the financing was about to
be secured and most of the components that were covered by the Danish sup-
port to the sector (basic education) were also covered by the ESDP. Considered
a pity by the MoE, but not insurmountable is that Denmark could have filled
the financial gap if Denmark had carried out a proper phasing out process for
the education sector in Eritrea.

4.3.4 Conclusions

Denmark terminated its (long term) support to the education sector in 2005
while adhering to a five-year agreement signed in 2000. This has largely ena-
bled the GoL to start developing a large educational sector development pro-
gramme (ESDP) in 2003, ready for multiple donor funding. Hence, in sharp
contrast with the conclusions drawn regarding the agriculture sector, the fol-
lowing main conclusions can be drawn when it comes to the Danish exit from
the education sector:

* The consequences of the Danish withdrawal from the education sector
have been minor. This is largely thanks to the development of the ESDP,
supported by IFIs and the EC;

* A continued Danish support to the education sector (as co-partner in the
ESDP) was found to be highly desirable by the GoE, mainly because of
the Danish commitment for long term support (up to 2010 with a second
phase), and that the sector programme results achieved were found to be
very satisfactory by all parties concerned.

5 A positive note is that the MoE authorities consider that the Danish involvement in the education sector had
provided a leverage to attract funding for the ESDP.

54 Donors have been reluctant to support the ESDP due to: 1) their perception of overemphasis on primary
education; and 2) the situation that 12th grade education is currently solely provided in Sawa (a military
training camp), which is said to be due to the shortage of classroom facilities to accommodate about
10,000 students entering the 12th grade. For the same reason, the EC funded programme will not inter-
vene in secondary education until the GoE takes the political decision to phase out Sawa.
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Chapter 5



5.1

Conclusions and
recommendations

Foreword

The Horn of Africa region has a long and complex history of conflict and
instability. Any donor embarking on establishing bilateral relations with coun-
tries in the region will be confronted at one time or another with situations
affecting these relations and which can often be traced to the history and poli-
tics of the region. Eritrea is no exception and all four donors have had their
share of difficulties in maintaining long term bilateral relations with the coun-
try. Some chose to continue, albeit in a much less “intensive” and different
way, others simply gave up and finally left the country.

Bilateral relations with Eritrea started well enough since its independence
in 1993 with high hopes and encouraging social and economic developments.
There was general agreement that progress was in the right direction and fi-
nancial support from the international community was relatively high for a
country with a population of just 3.5 million.

However a simmering border dispute with Ethiopia erupted into a full-scale
war in May 1998 until the Agreement on Cessation of Hostilities was signed
in June 2000. About 19,000 Eritreans lost their lives in the conflict. A subse-
quent Peace Agreement was signed by Eritrea and Ethiopia on 12 December
2000, establishing a Temporary Security Zone (TSZ), manned by a UN.
peacekeeping force. Ethiopia’s refusal, between September 2003 and Novem-
ber 2004, to abide by the binding decision of the international Eritrea-Ethio-
pia Boundary Commission (EEBC) that was announced in 2002, stalled the
demarcation and keeps Eritrea in a state of heightened mobilisation to this
day. The current situation is described as “no war, no peace”, and has led to
increased state control of the economy and a move away from private sector
participation and transparency in the public decision process.

The war and the continued tense situation with Ethiopia have not only
reversed the many macroeconomic gains that have been achieved by Eritrea,
it had also created a serious setback in maintaining bilateral relations with the
international community. Difficulties started with the community being un-
happy with the lack of effective dialogue with the Government of Eritrea
(GoE) on a variety of political and technical issues. The GoE in turn being
unhappy with the perceived “interference” of donors in the country’s internal
affairs, and with the general feeling that bilateral relations are becoming more
and more conditioned by political factors than technical ones.
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For all four donors, the deterioration of the political, social and economic en-
vironment of Eritrea, which started in earnest in 2001, had set the stage of
scaling down or outright discontinuation of overall bilateral aid to Eritrea.

Main conclusions

The following four main conclusions can be drawn on the manner of bilateral
support, its scaling down or discontinuation by the four donors in Eritrea.

Main conclusion 1: Mode of bilateral relations with Eritrea different for each donor
and with very different approaches. Except for Denmark, none had established true
partnership agreements with the recipient country

The mode of bilateral relations with Eritrea was different for each donor. Clear
is that all three donors had shied away from providing sector support. Norway
has no partnership agreement with Eritrea and provides support directly to a
wide variety of development project and programmes; mainly through UN
organisations. The Netherlands has a partnership agreement but largely fol-
lowed the way of Norway except that more support was given through NGOs.
Sweden mainly provided direct support to projects and programmes based on
a yearly prolongation of a MoU between Sweden and Eritrea.

Denmark was the only donor that had established a true partnership agree-
ment with Eritrea by proving direct sector support to agriculture and educa-
tion. By doing so, Denmark has shown great insight and courage considering
the fact that, as a young state, Eritrea had yet to develop a national strategy
including operational plans to implement the strategy. The lack of national
strategies and operational plans was often a reason for bilateral and multilat-
eral donors not to provide direct sector support (let alone budget support).
Denmark on the other hand, was satisfied with the general sector or thematic
policy lines followed by the line ministry (Ministry of Agriculture, and Educa-
tion), and had largely based its sector support programmes along these lines.

Main conclusion 2: None of the four donors have developed clear exit strategies

None of the donors have developed a clear exit strategy when they decided to
scale down or discontinue their aid in Eritrea; or even when they started with
their bilateral relations for that matter. Denmark declared its long term sector
support in its 1996 Strategy paper™ by envisioning several five-year phases of
sector support programmes for agriculture and education. No mention is how-
ever made of exit strategies in this Strategy paper.

The exit of Denmark was sudden and totally unplanned, while the Swed-
ish bilateral relations just fizzled out. To this day, there is no evidence of a
planned exit strategy by both Norway and the Netherlands. Hence, there has
been no management at all of exit processes. The Danish exit from the educa-
tion sector in 2005 was not part of an exit strategy, but believed to be circum-
stantial in order to avoid possible legal ramifications as an agreement was
signed in 2000.

Main conclusion 3: Consequences of the exits by the donors; some small, some large
especially for the agricultural sector and hence a setback for the recipient to achieve food
securily and poverly reduction

Eritrea has found the exit processes (not strategies) of the donors to be
highly unsatisfactory. The exit of Sweden and Denmark was considered mere-
ly a “fait accompli” by Eritrea when both donors left in 2002. The same ap-

% Eritrea, Strategy for Danish-Eritrea Development Cooperation, Ministry of Foreign Affairs, Danida, November
2003.
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2.3

plies for the reduction of aid by the Netherlands. There have been no formal
talks and Eritrea was largely kept in the dark when it comes to aid decisions
made by the Dutch. Because of the long-standing partnership relation and
very good results of Danish interventions, the sudden exit by Denmark was
particularly upsetting for the GoE and considered a breach of trust and un-
ethical (“Denmark has a moral obligation™).

The Swedish exit and the scaling down of aid by the Netherlands had little
consequence for Eritrea at the macro level in terms of policy implementation.
None of these donors were providing Eritrea with sector support. Denmark on
the other hand provided sector support to agriculture, and this has had devas-
tating effects for the Ministry of Agriculture and a general setback for Eritrea
towards achieving food security and poverty reduction. Principal losers are the
small farm households being the main beneficiaries of the Danish agricultural
sector support programme. Consequences for the education sector after the
Danish withdrawal were less severe as most components are being taken over
by other donors under the Education Sector Development Programme or
ESDP. Hence, Eritrea’s ability to continue the sector support for education is
very promising but with challenges (there are financial gaps).

Main conclusion 4: Donor exit processes proved to be highly unsatisfactory in Eritrea.
Largely based on a model developed for the India country study, for Eritrea the
following variables have been used to determine the successfulness of an exit:

Satisfactory exit = F [t, C, DE Gcap, Don, AEmb]

» T = available time period to implement exit;

* C = clear and consistent planning and communication;

* DF = donor flexibility in the phasing out process;

*  Gecap = willingness and capacity of recipient Government;
* Don = support from other donors; and

* AEmb = changing role of embassy.

The reaction of the GoE that the exits were totally unsatisfactory™ is very
much supported when applying all the six variables with factual information
from the Eritrea case:

* T = available time period to implement exit (none);

* (C = clear and consistent planning and communication (none);

* DF = donor flexibility in the phasing out process (none);

*  Gecap = willingness and capacity of recipient Government (none);
* Don = support from other donors (none); and;

* AEmb = changing role of embassy (none except for reduction of develop-
ment staff).

Lessons learnt and recommendations

5.3.1 Lessons learnt by GoE
The following main lessons learnt were drawn by the GoE authorities when it
comes to dealing with bilateral relationships and hence their bilateral aid policy:

% This also concerns the Danish support to the Education Sector. As stated earlier (par. 4.3.3), MoE officials
strongly felt that Denmark should have made good its promise to continue with a second phase
(2006-2010), as there was a long term commitment already from the very start from Denmark.

CONCLUSIONS AND RECOMMENDATIONS 49



Formalise clear and binding aid agreements with the donors;
Alert beneficiaries of donor exit and avoid donor exit at short notice;

Ensure recipient country participation in exit planning and strategy;

L R e

Politically-motivated exits should be guided by their financial and technical
implications on development interventions;

5. Involve more than one donor when it comes to large sector support pro-
grammes.

When it comes to clear and binding aid agreements the GoE feels that the
Danish support to the education sector (Phase 1) was allowed to continue till
2005 because of a signed agreement in 2000. The GoE just missed out on the
continuation of Danish support to the agricultural sector (Phase 2: 2002-2006)
as there was no signed agreement. Although an agreement was signed by the
Danes to support the legal sector (2002-2005), it was nevertheless annulled in
2003.

The evaluators have not been able to identify the genuine reasons for Den-
mark’s decision to terminate support to the legal sector with as much as 80%
percent of project funds unspent. The Project Completion Report prepared
by GokE is silent on the issue, whereas Danish sources put the blame on the
Eritrean side. In May 2004, the Ministry of Foreign Affairs submitted a report
to the Danish Parliament in response to a question raised regarding the aid
exits from Eritrea, Malawi and Zimbabwe, which says: “The preparation of a
national strategy for development of the legal system in Eritrea went very slow. With the
Eritrean authorities not being prepared to implement the recommendations that had been_for-
warded, the project was terminated in December 2004 (evaluators’ translation). The
evaluators may infer from this that the Danes were looking for justifications for
quicker scaling down, which came easily with the GoE seemingly distancing
itself from donor involvement on sensitive issues of legal reform.

Other important lessons learnt by the GoE are that sudden exits by donors
should be avoided at all times, and that communication between the GoE and
donors could be better in case donors contemplate exits. A major issue for the
GokE is that donor exits should be mainly based on development merits (of
continuing a programme or not) and not on political ones. Another important
lesson learnt is that particularly for large sector support programmes, more
than one donor should be involved with preferably an equal share of support.
This was a mistake made with the support to the agricultural sector whereby
too much depended on one single donor (Denmark).

5.3.2 Lessons learnt by the four donors
The following main lessons learnt could be drawn for the four donors based on
their experiences in Eritrea during the past 10 years or more.

Lesson 1: Stay out of the Horn of Africa region?

One lesson learnt is to perhaps better abstain from starting bilateral relations
in the Horn of Africa region if one is not prepared to persevere, take (political)
risks and deviate at times from set bilateral aid standards. The region is fraught
with conflict and instability, it is difficult to conduct effective dialogue with
governments, there are human right problems, there is slow progress in politi-
cal and economic liberalisation, increasing government intervention, a lack of
transparency in public finances, and so on. Hence, the potential for political
rift between donor and the recipient in the region is considered high.
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Lesson 2: Much merit in sector support programmes in Eritrea

Another lesson learnt is that sector support programmes such as those that
were started by Denmark are quite successful in a country such as Eritrea even
under the circumstances as described above, and merit more attention. Line
ministries have proved to be quite capable in implementing their sector pro-
grammes, and have proved to be able to work in close partnership with a bilat-
eral donor for many years. There is also proof that this kind of support has a
direct effect on enhancing food security and in reducing poverty in Eritrea.
There 1s no corruption, there is dedicated staff in the line ministries, the coun-
try has a relatively small population, and there is a general consensus that
tackling food security and poverty has priority if one wants to achieve social
and economic stability in the country:.

Lesson 3: In_for the long haul with sector support programmes

One more lesson learnt is that the consequences of stoppage of any support to
a sector programme can be quite substantial and should be avoided as much
as possible. The biggest losers are the poor and the extremely poor ; target
groups that figure high on the agenda of donors when it comes to social and
economic development support programmes. Hence, any donor providing
support to a sector programme is in for the “long haul” in the form of a long
term partnership with a line ministry, unaffected by any political disagree-
ments between the recipient and the donor. This means that, prior to starting
long term partnership agreements, donors should have a fair appreciation of
the political situation of a recipient country, and thereby any political and
policy differences between the two parties are addressed and fixed already in
the bud-stage.

Lesson 4: Using aid to influence political decision ts counterproductive

Perhaps a final lesson learnt is related to the effectiveness of aid as an instru-
ment for influencing political decisions in recipient countries. If donors by
withdrawing aid want to use it as a stick, the very likely result is that of the
GoE becoming less cooperative.

5.3.3 Main recommendations
The following main recommendations are directly related and clustered
around one or more conclusions and lessons learnt as presented in the previ-
ous chapter. They are intended to improve the support of donors to Eritrea.
Care has been taken that the recommendations are realistic, operational and
pragmatic as much as possible, by taking into account the circumstances pre-
vailing in a country such as Eritrea.

It concerns a total of six recommendations on: (i) Exit planning; and (ii)
Exit management and implementation:

(1) Exit planning

Recommendation 1: Good communication between the donor and recipient country on
the planning of the phasing out is essential.

Once the exit decision is taken good communication between both countries
involved is needed for smooth planning and implementation. For a country
such as Eritrea, smooth means at least a five-year planning period of phasing
out.
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Recommendation 2: Phasing out in Eritrea should not be politically motivated
Politically motivated phasing out is to be avoided as it works against the very
development objective set to be achieved by Eritrea and the donor: food secu-
rity and poverty reduction. Particularly in the case of Eritrea, the potential for
political rift between donor and the recipient proved to be high. The biggest
losers are the rural and urban poor.

(i) Exit management and implementation

Recommendation 3: Consistent and decisive leadership during exit processes is essential.
Donors should assign professionals with appropriate knowledge and experi-
ence to implement exit processes, and work mutually and in close liaison with
the recipient. The last thing recipients like Eritrea wish is to be dictated on exit
decisions to which they are not party.

Recommendation 4: Need for a well-considered exit strategy, both at project and na-
tional level.

A well-considered exit strategy, both at the project and national level, will fa-
cilitate a smooth and “incident-free” exit. Ideally, the phasing out should con-
sider the recipient’s perspectives and concerns. The planning will have to be
equitable and on level terms involving “partnership of equals and shared vi-
sions”. It contributes to a feeling of empowerment and ownership on the part
of the recipient.

Hence, phasing-out requires:
* (areful planning with the recipient;
* Clear guidelines agreed upon with the recipient;

* Flexibility in implementation.

Recommendation 5: Formalise a clear and binding exit agreement

A contractual agreement will have to be negotiated and approved between the
donor and the recipient regarding the exit process (planning with benchmarks,
activities, results, budget, staffing, the like). Preferably, the agreement should
also hold a clause of financial compensation for the recipient in case of non-
compliance by the donor (e.g cancelling the agreement before programme
completion).

Recommendation 6: Ensure sustainability of project efforts

An important part of the exit process is for both the donor and the recipient
to ensure the financial, technical and institutional sustainability of project ef-
forts. This should be part of the phasing-out design whereby both the recipient
and the donor seek financial, technical and institutional modalities to secure
sustainability. This could be in the form of paving the way of full transfer of
responsibilities to the recipient country, a transfer to one or more donors (bi-
lateral or multilateral), or a combination of the two.
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Annex 1
Documents consulted

Donor: the Netherlands

HMA Asmara, Jaarverslag 2006 & Jaarplan 2007, Asmara;

HMA Asmara, Jaarverslag 2005 & Jaarplan 2006, January 2006, Asmara;
HMA Asmara, Jaarverslag 2004 & Jaarplan 2003, January 2005, Asmara;
HMA Asmara, Multi-annual Strategic Plan 2005-2008, January 2005,

Asmara;

HMA Asmara, Jaarverslag 2003 & Jaarplan 2004, Asmara;

HMA Asmara, Jaarverslag 2002 & Jaarplan 2003, Asmara;

HMA Asmara, Jaarverslag 2001 & Jaarplan 2002, Asmara;

RNE Addis Abeba, Samenvatting Jaarplan 1997 Eritrea, 2006;
HMA Asmara, memo: Eritrea — Deense OS relatie, 6 februari 2002,

Asmara;

HMA Asmara, NGO-scan, February 2006, Asmara;

Tineke Roholl, Overdrachtsmemorandum Tine Roholl, 1999;

DAL, memo partnerrelatie met Eritrea, 1 augustus 2005, Den Haag;
Advies over de OS-relatie met Eritrea;

Verslag landenteam bijeenkomst Eritrea, 17 november 2003/2004?

CdP Asmara, memo Eritrea — verdeling toegekende budget, 30 juni 2003;

Plv. CdP Asmara, memo FEritrea/ Dienstreis Eritrea Kees van den Bosch,
7 mei 2004,

Plv. CdP Asmara, Memo Eritrea/Education sector Investment project, 10
maart 2004;

DAL, memo Partnerrelatie met Eritrea, 1 Augustus 2005;
DAF, memo Eritrea/aanwijzingen R, 18 November 2005;

DAL, memo Eritrea/ Nederlandse betrokkenheid bij de onderwijssector,
13 oktober 2005;

DCO, memo Verslag bezock Eritrea (11-16 december 2003), 8 januari
2004;

RS, memo Eritrea/ NI betrokkenheid bij onderwijssector, 31-10-2005;

Jos Hoenen, e-mailwisseling on Education system to be improved, 15 No-
vember 2004;
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EC, Concept financing proposal EC support to education in Eritrea, 2004;
Kees van den Bosch, Verslag dienstreis naar Asmara, Eritrea van 28
maart — 2 april;

Ministry of national development/Ministry of education/ World Bank,

summary development partners round table meeting on education, De-

cember 15, 2003;
Memo. Eritrea-Deense OS relatie. 6 Febuary 2002.

Donor: Denmark

Strategy for Danish-Eritrean Development Cooperation, Ministry of For-
eign Affairs, Danida, November 1996;

General agreement between the government of the Kingdom of Den-
mark and the Government of Eritrea on Development Co-operation, July
2000;

Eritrea-Denmark Development Cooperation Programme, Agreed Min-
utes Annual Consultations, Asmara, November 1995;

Conclusions and recommendations from the visit by a delegation from
the Danish Ministry of Foreign Affairs, Danida, to Eritrea, 19-25 Febru-
ary, 1994;

Eritrea-Denmark Development Cooperation Programme. Agreed Min-
utes, Annual Consultations, Asmara, November 1996;

Ministry of Foreign Affairs of Denmark. Danish Development Policy:
Countries. Edited April 25, 2006;

Eritrea-Denmark Development Cooperation Programme. Agreed Min-
utes. Annual Consultations. Asmara. December 1997;

Eritrea-Denmark. Agricultural Sector Programme Cooperation. Joint
Annual Review Agreed Minutes. Asmara, 31 October 1997;

Draft DSE Program Completion Report (PCR), 1996-2005. Ministry of
Education, Asmara, Eritrea, March 2006;

Danida Support to the Legal Sector in Eritrea 2002-2003. Project Com-
pletion Report. Ministry of Justice. Asmara, January 2004;

Agreed Minutes. Review Mission on the Danish Support for the Educa-
tion Sector, 5-8 May 2003. Asmara, 8 May 2003;

Sector Programme Support Document. Danida Support to the Education
Sector in Eritrea 200-2004. September 1999;

Agreement between the Government of the Kingdom of Denmark and
the Government of the State of Eritrea on the Support to the Education
Sector in Eritrea 2000-2004 (2006). July 2000;

Ministry of Agriculture Eritrea. Ministry of Foreign Affairs Denmark.
Agricultural Sector Support Programme 1996-2002. Completion Report.
August 2002;

Agricultural Sector Support Programme, Ministry of Agriculture, Your

fax of January 29: “Konsekvenser for Denmarks’ bistand til Eritrea. 6
February 2002”.

Donor: Sweden

Amendment to the Memorandum of Understanding on Cooperation be-
tween Eritrea and Sweden. January 1999;

Subsidiary Agreement between the Government of Eritrea and the
Government of Sweden represented by Sida concerning Cooperation in
Manpower Development of Civil Service Staff;

ANNEX 1 bb



Agreed Minutes between the Ministry of Education and Sida from con-
sultation 21-27 April, 1999;

Urban Planning in Eritrea — a proposal for cooperation. September 1993;

Report on a joint donors meeting held on 04.09.1998 in Asmara. Consu-
late of Sweden, Asmara;

Reserapport fran Eritrea-besok, Mats Svensson. Swedish Embassy, Addis
Abeba. May 1999.

Donor: Norway

Rapport og anbefalinger fra samordningsgruppen for norsk bistand
til Etiopia og Eritrea. Ministry of Foreign Affairs, Africa Section.
30.06.2001;

Strategisk plan for utviklingssamarbeidet 2008-2010. Norwegian Em-
bassy, Asmara. Version May 2007.

Other sources(EC, World Bank, Eritrean Government, etc.)

Evaluation of the EC support to the State of Eritrea, Country Level
Evaluation, Final Report, ECORYS, February 2006;

Interim Strategy Note for the State of Eritrea. World Bank. March 10,
2005;

Eritrea-Education Sector Development Program. Follow up to the Devel-
opment Partners’ Round Table Meeting. Asmara 2003;

Eritrea. World Food Summit: Five years later, Speech of the President of
Eritrea. Rome 2001;

Eritrean National Agricultural Development Strategy and Policy. Chapter
I. Executive Summary: The Way Forward for Eritrean Agriculture. Min-
istry of Agriculture. Draft. November 2005;

Eritrea. Education Sector Development Programme. Ministry of Educa-
tion. Asmara, Eritrea. April 2005;

Eritrea. Food Security Strategy. Government of the State of Eritrea. As-
mara, April 2004;

Eritrea-European Community. Country Strategy Paper and National In-
dicative Programme for the period 2002—2007. Asmara. 2001;

Building New States: Lessons from Eritrea. Gote Hansson, United Na-
tions University/ WIDER. Discussion paper No. 2001/66;

Capacity Assessment and Capacity Development Plan, Ministry of Edu-
cation, 23 March 2005.
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Annex 2

List of people interviewed

Name

In Eritrea

Mr. Arman Aardal
Mr. Ephraim Takleab

Mr. Michael Tekie

Mr. Moeketsi F. Mokati
Mr. Neguse Abraha

Mr. Petros Hailemarianne

Mr. Piercarlo Vicentini

Mr. Robbert van Lanschot
Mr. Samuel lyasu Zerom
Mr. Solomon Haile

Mr. Stephan Halgand

Mr. Temesgen Tekie

Mr. Yoseph Admekom

Mr. Woldai Futur (Dr.)
Mr. Yohanes Haylay

Ms. Brita Naess
Sweden

Mr. Folke Lofgren
Mr. Bertil Egero™
Mr. Mats Svensson*
The Netherlands
Mr. A. Kofman
Denmark

Mr. Peter Truelsen
Ms. Anne Meldgaard

Ms. Nanna Hvidt
Norway
Mr. Arild Skara*

Position

Ambassador, Norwegian Embassy, Eritrea

Assistant Representative/Programme, Food and Agriculture
Organisation (FAOQ), Eritrea

Country Director, Self Help Development (NGO)
Country Representative, Food and Agriculture Organisation (FAO)
Breeder, National Agricultural Research Institute (NARI)

Director General, Research and Human Resources, Ministry of
Education

Head, Food Security, Italian Cooperation Office
Charge d'Affaire, Netherlands Embassy
Head, Finance & Administration, World Bank, Eritrea

Director of Planning Division, Ministry of Agriculture (MoA),
Eritrea

Head, Food Security & Rural Development, Delegation of the
European Commission to Eritrea

Former Technical Officer, DANIDA /Ministry of Education coop-
eration Programme, Eritrea

Sr. National Programme Officer, United Nations Development
Programme (UNDP), Eritrea

Minister, Ministry of National Development, Eritrea

Director of Finance & Administration, National Agricultural
Research Institute (NARI)

First Secretary, Norwegian Embassy, Asmara
Former ambassador to Eritrea

Associate Professor, Lund University

Former programme officer, Eritrea, Sida

Policy Officer, Eritrea, Ministry of Foreign Affairs

Former development attaché, Danish Embassy, Asmara

Former Head of Section, Horn of Africa, now Africa Dep., MFA/
Danida

Former Head of Africa Department, Ministry of Foreign Affairs

Former development attaché, Norwegian Embassy, Asmara
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Annex 3

Abbreviations and exchange

rates used

AfDB
ASARECA

ASSP

EC
EEBC
ESDP
FAO

FAS

GDP
GNI

GoE
ICRISAT

IFI
IITA
ILRI
IPM
MoA
MoE
MoU
NARI
OP
PRSP
RRPE
SPS
SWAP
ToR
TSZ
TVET

UNDP
UNHCR
UNICEF
WB
WDI
WEP
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African Development Bank

Association for Strengthening Agricultural
Research in Eastern and Central Africa
Agricultural Sector Support Programme
European Commission

Eritrea-Ethiopia Boundary Commission
Education Sector Development Programme
Food and Agriculture Organisation

Farmers’ Advisory Services

Gross Domestic Product

Gross National Income

Government of Eritrea

International Crop Research Institute for the
Semi-Arid Tropics

International Financial Institution
International Institute for Tropical Agriculture
International Livestock Research Institute
Integrated Pest Management

Ministry of Agriculture

Ministry of Education

Memorandum of Understanding

National Agricultural Research Institute
Operational Plan

Poverty Reduction Strategy Paper

Recovery and Rehabilitation Project for Eritrea
Sector Programme Support

Sector Wide Approach

Terms of Rererence

Temporary Security Zone

Technical and Vocational Education Training
Programme

United Nations Development Programme
United Nations High Commission for Refugees
United Nations Children’s Fund

World Bank

World Development Indicators

World Food Programme



Exchange rates used in this report: (1990-2006)

Year 1 EUR = US$ 1NOK=US$ 1 SEK-=USS$ 1 DKK = US$
1990 0.1598 0.1689 0.16102
1991 0.1543 0.1654 0.15633
1992 0.1609 0.1717 0.16567
1993 0.1410 0.1285 0.15423
1994 0.1417 0.1296 0.15722
1995 0.1578 0.1402 0.17849
1996 0.1550 0.1491 0.16824
1997 0.1414 0.1310 0.14647
1998 0.1325 0.1258 0.15645
1999 0.1282 0.1210 0.13499
2000 0.94210 0.1136 0.1091 0.12621
2001 0.88600 0.1112 0.0968 0.11862
2002 1.04830 0.1253 0.1027 0.14116
2003 1.25570 0.1412 0.1237 0.16864
2004 1.36440 0.1484 0.1361 0.18345
2005 1.18445 0.1552 0.1338 0.15846
2006 1.32027 0.1645 0.1355 0.17696
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Annex 4
Terms of reference

1. Introduction

The following are the terms of reference for a joint evaluation of country
level exit processes in development co-operation. In each of the cases under
review it seeks to understand how partner country development activities and
partner country development more broadly have been affected by the with-
drawal of donor support. The evaluation assesses results in relation to the
timing and management of exits and looks at the conduct of exit processes in
relation to established models for development co-operation partnership.

The evaluation is sponsored by four countries: Denmark (through the Min-
istry of Toreign Affairs), the Netherlands (through the Ministry of Ioreign
Affairs), Norway (through Norad), and Sweden (through Sida). Based on case
studies, it looks at wholesale or partial exits by these countries from bilateral
government-to-government development co-operation programmes with a
number of countries in Africa and Asia - Botswana, Eritrea, India, Malawi,
South Africa and another country still to be identified. While some of the exits
to be reviewed have been completed, others are ongoing. The evaluation is
undertaken for the purpose of mutual learning on an important but largely
unexplored set of development issues.

The evaluation is conducted under the guidance of the evaluation depart-
ments of the four sponsoring agencies. Sida acts as lead agency in the manage-
ment of the study.

2. Background

Exits from development co-operation, whether at country, sector, or project
level, tend to be complicated and difficult for everyone involved.”” A standard
recipe for minimising exit problems is that the partners should formulate an
explicit exit strategy as early as possible in the co-operation process, preferably

57 |n the context of this evaluation the term exit refers to the partial or wholesale cessation of development
assistance (funds, material goods, human resources, technical assistance, etc.) provided by an external
donor to a country or programme or project within a country. One or both of the development co-operation
partners may initiate an exit. Note that by this definition an exit is by no means the same as the ending of
all relationships between the development partners. As in the case of South Africa’s relationship with
Sweden or Norway, the termination of traditional development assistance may go hand in hand with efforts
to establish a new type of relationship based on more symmetrical forms of interchange.
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at the initial stages of planning and design.” It is at this point that mutual ex-
pectations are established and the basis for a working relationship created. By
clearly spelling out criteria and mechanisms for disengagement, and designing
the co-operation with the ending clearly in view, partners can avoid difficulties
later on, or so it 1s argued. Neglect of key questions about when and how the
support should be phased out can lead to misunderstandings and is likely to
impact adversely on development results.

While often sound in principle this approach to exit may not be easy to ap-
ply in practice. Development co-operation initiatives take place under constant-
ly changing conditions and are rarely implemented exactly as intended. As a
result the exit strategy formulated at the beginning may have to be revised. At
country level the blueprint model may often seem altogether inappropriate.
While time limits are sometimes fixed at entry point, they are often deliberately
left undefined. In many cases blueprinting the co-operation process would be
regarded as outright counterproductive, technically or politically.

In practice, the exit issue 1s usually managed through a mixture of contrac-
tual agreements and additional understandings negotiated on the way. At
project and programme levels formal agreements rarely cover more than three
to five years, which is often less than the expected life time of an intervention,
and at country level there are usually also no binding provisions for a long-
term engagement. From a formal point of view the exit option appears to be
the default option. At the end of an agreement period the question before the
partners is not so much whether they should disengage from the relationship
as whether they should formally extend the relationship and enter into a new
phase of co-operation.

This arrangement can be seen to contain within itself a strategy for exit
whereby the partners agree to proceed in a step-by-step fashion, periodically
giving themselves an opportunity to reassess their options. Such a strategy is
particularly useful to the donor. While allowing the donor to withdraw from the
relationship — or let it lapse - at fairly short notice, it makes the recipient’s situ-
ation less predictable and more vulnerable than under a long-term agreement.
There are barriers to donor exit other than those formalised in contracts, no
doubt, but even so the relationship between donor and recipient is an unequal
one requiring a great deal of circumspection and trust on both sides.

There are several types of reasons why a donor may exit from a partnership or
intervention. At country level the following would seem to be the main ones™:

* Mission accomplished. The recipient country has developed to a point
where it is no longer considered eligible for development assistance. It
has ‘graduated’. This does not necessarily mean that the projects or pro-
grammes supported by a particular donor have all achieved their goals.
As the criteria for eligibility to development assistance are set with refer-
ence to country level indicators, projects and programme may still have
some way to go

% Following Rogers and Macias, an exit strategy is an explicit plan comprising the following:
o specific criteria for graduation of the supported entity and the termination of support;
e specific and measurable benchmarks for assessing progress towards meeting those criteria;
* identification of actions to be taken to reach the benchmarks and a clear division of responsibilities with
regard to those actions;
e a time frame for the intervention, with necessary provisions for flexibility, and
o established mechanisms for periodic assessment of progress towards the criteria for exit and for pos-
sible modification of the exit plan.
Rogers, Beatrice L., and Kathy E., Macias. 2004. Program Graduation and Exit Strategies: Title Il Program
Experiences and Related Research. Food and Nutrition Technical Assistance Project (FANTA). www.fant-
aproject.org.
5

e}

For an in-depth review of donor motivations for exit see the preparatory study Review of Donor Principles
and Practices for Exit by Claes Lindahl and Lars Ekengren. (http://www.sida.se/exitevaluation)
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» Lack of progress: There is a perceived lack of progress toward final or 1
termediary objectives, or a failure to demonstrate results. The donor de-
cides unilaterally or in consultation with the recipient that prospects for
improvement are not good enough.

* Better use of funds: The donor decides that support to a particular coun-
try should be discontinued in favour of an alternative use of resources
that promises to bring higher rates of return. The donor may or may not
be dissatisfied with the country programme selected for exit, although
the question of phasing out and exit is of course more likely to be raised
with regard to a poorly performing country programme than one that
performs better.

* Change of donor priorities or modes of operation: a country may be-
come ineligible for support as the donor organisation revises its policies
or changes its modus operandi. For example, the concentration of Dutch
development assistance in recent years has  resulted in numerous exits
from countries as well as projects and programmes within countries.

* Breach of agreement: A donor may decide to exit as a result of its part-
ner failing to honour contractual obligations or mutual commitments, as
when a donor country withdraws from co-operation with a government
that fails to respect human rights. In cases like this the exit is often not
intended to be irrevocable, but is rather a temporary means of influenc-
ing partner country behaviour when dialogue does not seem to work.

* The recipient has asked the donor to exit wholly or in part. A prominent
recent example is India’s request to smaller donors that they direct their
support to civil society organisations. There are also cases of governments
breaking the relationship with donor countries that are felt to be interfer-
ing in domestic affairs.

Regardless of the reasons for exit, disengaging from a county level develop-
ment co-operation partnership is rarely simple. Even in the case of graduation
it can be difficult. For example, there is likely to be a question about the social
capital and the local know-how that have been built up over years of co-oper-
ation and that may not be transferable to any other country. Should those as-
sets be allowed to rust and disintegrate? Would it not be better to put them to
further productive use? After all, in many cases graduation is not quite the
same thing as the end of poverty. A country that has graduated may still ben-
efit from support.

Other scenarios are more complex still. For instance, what are the practical
implications of unsatisfactory performance? Should the donor withdraw or
should he redouble his efforts? In some cases exiting would be the best option,
in other cases staying on might be better. Similarly, a lack of respect for human
rights on the part of the partner country government may not be a good rea-
son for exit in each and every case. What if maintaining the relationship might
better serve the purpose of development? And what about the citizens who
would be deprived of support if the donor decided to leave?

The actual phasing out of the engagement is also a challenge, especially
where many separate programmes and projects are affected. For each interven-
tion the phasing out may involve the disengagement of staff, the closing down
of physical structures, the sale or handing over of vehicles and other assets, the
closing of accounts, auditing, transfer of records and so on. Normally there
would be both winners and losers, some happy with the outcome, others not.
Organisational skill, communicative competence, and goodwill are required on
all sides. Ineptly managed the phasing out may undermine what has already
been achieved, well managed it may ensure that those results endure.

62 ANNEX 4



Although exit is the closing event in any development co-operation process it
is not much studied. Every development organisation and, no doubt, every
country receiving development assistance has had its own internal debates on
exits and exit policy. Yet the conclusions from those debates are rarely put on
paper and properly analysed for a wider audience. Development agencies and
other actors know relatively little about how exit issues are discussed and man-
aged outside their own organisations. As a result they have few opportunities
to learn from each other.

The present evaluation aims to provide a remedy to this unsatisfactory state
of affairs. It is an opportunity for the sponsoring agencies and their develop-
ing country partners to share experiences and learn from each other. Hopefully
it will also be found useful in the wider development co-operation community.

Further details on the background of the evaluation, including the pre-
paratory Concept Note and the Review of Donor Principles and Practices for
Exit, can be found in the documents posted at the evaluation web site: http://
www.sida.se/ exitevaluation

3. Purpose

As stated above, the purpose of this evaluation is to facilitate mutual learning
on issues of exit from development co-operation partnerships at country level.
Although primarily catering for the information needs of its four sponsors, it
is also expected to be useful for the developing countries participating in the
case studies.

The evaluation deals with two broad issues. One is the importance of the
management of country level exit issues for development ¢ffectiveness and sustaina-
bility.® In each of the cases reviewed, it secks to understand how the results of
supported development activities — outputs, outcomes, and (as far as possible)
impacts — have been affected by the exit. As the activities supported by any
particular donor belong to a larger programme of the host country govern-
ment, it also considers how the exit may influence partner country develop-
ment more broadly.

The second main issue to be considered by the evaluation is about country

level exit and the management of development partnerships. Here the main question
is whether the exit practices recorded in the case studies are consistent with
established principles of partnership and mutuality in development co-opera-
tion, and, if not, what the remedies might be.
As it 1s generally assumed that a well-functioning partnership with rights and
obligations clearly defined on both sides is conducive to good development
results, the two issues are clearly interconnected. However they are not identi-
cal. The issue of adherence to partnership agreements and values goes well
beyond the development effectiveness issue. Similarly, the issue of the influ-
ence of exit practices on development results is in its own way broader than
the partnership issue. In the one case we look at partnership as a principle to
be honoured in its own right, in the other case we look at it as a means of mak-
ing development co-operation more effective and more relevant to partner
country needs.

60 Exit management is an inclusive term that refers to all kinds of measures taken to ensure a successful
ending of a development co-operation programme. Looking at the exit management process as it unfolds
over the entire programme cycle we may distinguish between four principal phases: 1) preparations for exit
at the design stage; 2) updating of exit plans during implementation; 3) decision on date and timing of the
exit; and 4) the eventual phasing out of the support.
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4. Scope and limitations

The evaluation will be based on case studies of country level exits in countries
where all the four donors sponsoring the evaluation have had a substantial
bilateral development co-operation programme and where one or several of
them have exited from this programme, entirely or in part. To facilitate mu-
tual learning, countries where only one or two of the four sponsoring countries
have had such a programme have not been included in the study. Had the
sponsoring countries been free to select cases solely on the basis of their own
particular interests, all of them might well have preferred a slightly different
country sample.

The case study sample is not based on any particular model, typology, or
theory of exit. However, although it is not likely to be statistically or theoreti-
cally representative of a larger universe of exits, it comprises a wide variety of
exit experiences and seems well suited for the assessments required by the
evaluation. As described below, the sample includes 14 country program exits
(complete or partial) and 6 contrasting ‘non-exits’ in five different countries.
Note that the number of exits may increase with the possible addition of still
another case study country later on in the evaluation process.

The sample units are exits from bilateral country-level development co-
operation programmes. As a country level programme consists of support to a
number of projects and programmes in different sectors, however, exits from
such interventions are also covered by the study. Indeed assessing the impact
of exit and exit management on the development results of projects and pro-
grammes is an important element of the evaluation.

The evaluation does not cover exits from multilateral programmes and
partnerships with civil society organisations. Donors disengaging from a bilat-
eral partnership may reallocate their support to NGOs or to programmes
managed by international development banks or other multilateral institu-
tions. Similarly, as in the case of India, a recipient partner country govern-
ment may request donors to direct their support to NGOs or to channel it
through multilateral programmes. Such moves can be important elements of
exit strategies and should be examined as such. The evaluation should con-
sider their consequences for the effectiveness of co-operation programmes.
However, the evaluation is not concerned with exits from civil society partner-
ships or multilateral programmes per se.

The evaluation will assess the consequences of country level exit decisions
for the results of interventions supported through development co-operation
and partner country development more broadly. Recognising that an exit deci-
sion can be made for reasons that are extraneous to the development activities
affected by the exit, however, it will not pass judgement on the exit decisions
themselves. Thus, while the evaluation may well come to the conclusion that a
particular exit had unfortunate consequences with regard to local develop-
ment, it would not attempt to answer the larger question whether it was still
justified, all things considered.

Note, finally, that the evaluation covers the period 1996-2006. If required in
order to answer the evaluation questions, however, specific management issues
might be traced further back in time.
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5. Case study countries

It has been agreed that the evaluation should be based on case studies of a
limited sample of country level exits. The choice of countries has been much
discussed between the partners and representatives of some of the cases study
countries have participated in the discussions. The evaluation is intended to

cover six case study countries, one of which remains to be identified.®’ The
following five countries have been selected for case study.

Botswana. All the four donors phased out ODA in the late 1990s as a re-
sult of Botswana’s graduation to the status of a Middle Income Country.
In a couple of cases the exits occurred was after thirty years of bilateral
assistance. Declining needs for development assistance was main reason
for exit in all the four cases. At the present time ODA has been com-
pletely phased out by all the four donors, but local efforts to deal with the
HIV/AIDS crisis are supported by Sweden and Norway.

Eritrea. A country supported by all the four donors after its independence
in 1991. Eritrea is today classified as a ‘Fragile State’ by the OECD/DAC
and by the World Bank as a so-called Low Income Country under Stress
(LICUS). The Netherlands and Norway are currently providing bilateral
support to Eritrea, while Sweden and Denmark have phased out their as-
sistance, in both the cases largely because of differences with the Eritrean
government about issues of governance.

India. The first country to receive bilateral development assistance by

the four donors -for some of them development co-operation with India
goes back to the 1950s. Due to India’s rapid economic development and
overall high capacity level, exit discussions have been going on among all
the four donors since the late 1990s. In 1998 Denmark decided to phase
out its bilateral development assistance over a 10-year period. In 2003,
however, India decided on its own accord that it would not receive ODA
support from ‘smaller countries’, a group including the four donors spon-
soring this evaluation. The government-to-government ODA is currently
being phased out by all the four. India is an important case of a develop-
ing country taking the lead in the phasing out of development co-opera-
tions partnerships.

Malawi. A low-income country where the four donors have taken different
approaches over the last decades. Thus, Denmark and the Netherlands
have both exited from co-operation, the Netherlands in 1999, because

of dissatisfaction with governance and the implementation of a wider
concentration policy, and Denmark in 2002 for similar reasons. Norway
regards Malawi as one of its seven major partner countries. With Norway
as its representative, Sweden has recently entered bilateral co-operation
with Malawi.

South Africa. After the fall of the apartheid regime in 1994 South Africa has
received government-to-government ODA from several countries. Classi-
fied as a Middle Income Country, it is considered by donors as a transitional
country, and the ODA has explicitly been intended to facilitate the establish-
ment of democracy. While both Sweden and Norway are in the process of
replacing conventional ODA with new forms of co-operation with South
Africa, Denmark and the Netherlands stick to the original modality.
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Note 2007-03-20: It has now been decided that there will be only five country case studies.
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Figure - Details of co-operation and exits from five case countries

Botswana

Eritrea

India

Malawi

South Africa
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Country
characteristics

Upper Middle
Income Country

Low Income
Country

Low Income
Country

Low Income
Country

Upper Middle
Income Country,
Transitional
country since
1994 after the
fall of the apart-
heid regime.

Denmark

Co-operation
began in 1970s.
Exit in 1990s
with scaling-
down over a
decade

Co-operation
began in 1993.
Exit decision in
2002 due to
concentration/
poor govern-
ance: Phase out
over 3 years
until 2005

Partner country
since 1960s.
Denmark de-
cided to exit in
1998, while India
triggered exit
2003.Denmark
decided to start
a 10-year phase
out in 1998,
while India trig-
gered exit in
2003.
Co-operation
phase-out com-
pleted in 2005

Cooperation
since 1960.
Assistance
reduced in
1991. Partner
country status
from 1996 until
exit in 2002 due
to concentration
policy and donor
dissatisfaction
about govern-
ance. Phase-out
in 4 months.

Major transitional
programme
country support
since 1994,
On-going co-
operation.

Netherlands

Co-operation
began in 1972.
Exit in early
2000s At the
present time
some HIV/AIDS
support.

Co-operation
began in 1993.
Ongoing co-
operation. One
of the current 36
partner
countries.

Co-operation
since 1962-.
Partner country
also included in
2003. India
triggered exit in
2003 Ongoing
phase out.

Exit in 1999 due
to concentration
Some on-going
assistance
through partner-
ship with DFID

One of 36 part-
ner countries in
2003

Exit not yet
considered

Norway

Co-operation
began in 1972.
Exit in early
2000s At the
present time
some HIV/AIDS
support.

Co-operation
began in 1992.
Ongoing co-
operation. One
of Norway's 18
‘other partner
countries’.

Partner country
since 1950s.
India triggered
exit in 2003 -
ongoing phase
out

One of 7 current
main partner
countries

No exit
considered

One of 18 ‘other
partner
countries’.

Exit ongoing
through phase
out from transi-
tional assistance

Sweden

Co-operation
began in 1966.
Exit in 1998.
Certain on-going
programmes in
HIV/AIDS.

Co-operation
began in 1992-
1993. Phase
out since late
1990s. Minor
projects still on-
going.

Partner country
since 1950s.
India triggered
exit 2003 - on-
going phase out
and
transformation.

A new major
partner country
through a del-
egated partner-
ship’ to Norway.

No exit
considered

Major support
since 1994. and
before that ,
since the
1960’s, support
to ANC. Exit
on-going with
phasing over to
new forms of
co-operation



6. The assignment

The evaluation comprises the following main elements:

* Anin-depth analysis of exit processes: how actors in the case study coun-
tries and their external development co-operation partners have dealt
with exit issues; their policies, strategies, and decision-making processes
with regard to exit and partnership; the application of these models in
actual cases of planning for exit and management of exit processes; and
contextual factors, such as stakeholder interests, that seem to influence
exit decisions and behaviour. An assessment of the consistency of practice
with policy would be included in this analysis.

* An assessment of the consequences of exits for development results: how
the exit has influenced or 1s likely to influence the results of the affected
activities — outputs, outcomes, impacts — as well as more indirect effects.
Starting with the real or likely post-exit results of the activities previously
supported by the donor or in the process of being phased out, the evalu-
ation seeks to understand how the exit and the way in which it was man-
aged has made a difference to those results.®> Where relevant for a better
understanding of the impact of the exit process the evaluation should
trace the management of the exit issue further back in time. This is fur-
ther explained below.

* Aset of evidence-based /essons that would be useful for the sponsoring
donors and other evaluation stakeholders in their efforts to enhance their
ability to deal with exit issues. As stated above, one of the main objec-
tives of the evaluation is to increase our understanding of the many ways
in which exit planning and management can support or undermine the
intended results of external development support. The lessons will also
cover the partnership issue.

* A set of recommendations to the organisations sponsoring the evaluation re-
garding future work on exit policies, exit strategies and exit management
practices.

1. Note that the first of the components above covers several layers of policy-
making and guidelines. At the highest, most inclusive, level the evaluation
should consider the established or emerging ‘best practices’ with regard to exit
management in the development co-operation community at large, including
the directives embedded in the Paris Declaration and MDG agenda. At the
lowest level it should examine the views expressed in country strategies and
other key country level documents of the donors sponsoring the evaluation.
There is also a middle level consisting of more general policies on exit among
these donors.*® Questions of consistency and coherence between levels shall be
addressed. To what extent are the general policies and principles of each one
of the donors well in tune with established international agendas and prac-
tices? To what extent are donors’ country exit strategies consistent with their
own general thinking and policies on exit and issues closely related to exit,
such as partnership, participation, and accountability?

In each of the cases to be reviewed, the evaluation should describe the
deliberations leading up to the exit decision. It should explain the motives for
the exit and assess how and to what extent the partner country government
and other stakeholders were able to participate in the decision-making or

5 In some of the cases the exit was completed long ago, in other cases it is still ongoing.

63 The pre-evaluation study by Ekengren and Lindahl mention in footnote 3 above contains a useful analysis of
the donor views at this level.
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make their interests heard. Recognizing the importance of predictability for
all stakeholders in development co-operation, the evaluation should assess the
extent to which provisions for exit had been made earlier in the co-operation
process and, consequently, the extent to which stakeholders had been able to
makes preparations for the exit when it finally occurred.

Turning to the actual phasing out of the support, the evaluation should tell
us both how the planning for that process was done and how established plans
were implemented. Was there a clear and mutually accepted scheme for the
phasing out and what did it contain? To what extent were partner country
stakeholders able to voice their concerns and influence the design of the proc-
ess? % To what extent were the different stakeholder groups satisfied with the
outcomes of the process? It is important that the exit process is assessed from
a variety of perspectives. What might appear as a successful ending from the
point of view of one stakeholder group might look quite different in another
perspective.

2. The criteria for assessing the quality of exits can be divided into two groups,
one referring to process issues, the other to development results.

The process criteria are derived from the values underpinning the concept
of development partnership and other widely accepted principles for the con-
duct of partners in development co-operation. The following are the criteria
to be considered:

o Legality and respect for contracts. Was the exit made with due regard to prior
contracts and other formal agreements between the partners?

o Transparency and predictability. Was the exit conducted in an open well or-
ganised manner so that affected actors had a chance to plan and adjust
to new the contingencies, and were not taken by surprise. Consistency of
policy and action would normally be an important prerequisite for donor
predictability

*  Dialogue and mutuality. Was the exit decision preceded by open discussion
between the partners and were the lines of communication kept open
during the subsequent phasing out? In case of disagreement and dispute,
were opportunities for dialogue exhausted before one of the parties uni-
laterally decided to withdraw?

*  Due concern_for prior investments. Exits should be planned and conducted in
such a way that waste and loss of invested capital is minimized. Donors
should consider benefits and costs to partners and beneficiaries as well as
benefits and costs to themselves.

*  Due concern _for partners’ needs for adjustment to post-exit conditions. Donors should
assist partners in making the transition to the post-exit situation. This
may affect the timing of the exit decision as well as the exit time-frame.
Depending on the circumstances, it may also require technical and finan-
cial support of various kinds. Assisting partners in finding new sources of
finance and support might be an appropriate action.

With regard to the influence of exits on results a preliminary task is to try and
find out what has actually happened in terms of development outcomes and
impacts following the exit. The following are the main fact-finding questions
with regard to results:

& According to the Review of Donor Principles and Practices for Exit by Ekengren and Lindahl stakeholders,
not least staff of the donor agencies, have often played a major role in the interpretation of exit policies and
decisions, sometimes to the extent that management decisions have been diluted, delayed and counter-
acted.
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o Sustainability of continuous activities. What has happened to organisations
that lost donor support as a result of the exit? To what extent have such
organisations been able to maintain the production of services and other
benefits for target groups in the post-exit situation? How did they com-
pensate for the loss of donor support? These questions are obviously not
applicable where the activities supported by the exiting donor were com-
pleted before or at the same time as the exit.

o Effects on project activities still in progress. Here the question is whether projects
and time-bound programme activities still in progress at the time of the
exit have been brought to a successful conclusion despite the exit, or
whether they have been scaled down or prematurely aborted. As in the
previous case this is a question that does not apply to activities completed
along with the exit.

o Indirect ¢ffects on pariner country governance and development management. While
some of the effects of a country level exit are visible in the performance
of interventions that previously enjoyed the support of the exiting donor,
there may also be effects that are more indirect and remote. The occur-
rence of such effects should be considered case by case. The general as-
sumption is that the withdrawal of resources will affect budget allocations
which in turn may have a more or less significant impact on governance,
institutional quality, service delivery, etc.

*  Development impact where the exit is an expression of concern over partner country gov-
ernance or policy. Exactly what appears to have been the development effects
of a donor country exiting fully or in part from a bilateral government-to-
government relationship, perhaps redirecting its support to civil society?
Have donor expectations regarding the policy impact of exit proved to be
correct?

»  Impact on long-term bilateral exchange. A donor country may wish to build a
new kind of relationship with the recipient country built on commerce,
cultural exchange, etc. at the same time as traditional development co-op-
eration is brought to an end. The success or likely success of such efforts
should be carefully assessed by the evaluation.

In the fact-finding phase the first thing to be considered is simply whether the
disengagement of the donor has prevented the activities covered by the devel-
opment co-operation programme from running their full course or whether
they were in fact completed as originally planned and agreed. In the latter
case, the exit would obviously have made no difference to the outcome, except
by ruling out the possibility of renewed co-operation. In the former case, how-
ever, the exit could well have had an important influence on the results. What
the evaluation shall seek to assess is how the recorded results — outputs, out-
comes, Impacts - are likely to differ from the results that would or might have
occurred had the support from the donor not been phased out before the
project or programme was completed.

It should obviously not be assumed that every time outcomes are unsatis-
factory this is because of the phasing out of donor support or the way that the
phasing out was managed. In many cases the main explanation for disappoint-
ing results may well lie further back in time. As noted in the Concept Note
preceding these terms of reference, if mistakes regarding sustainability and
exit are made in the planning of a development co-operation process there
may not be much that can be done to correct them later on, except to close
down operations and accept the losses.®® Elements of path dependency are

% Exit Strategies — A Concept Note for a Joint Evaluation. Sida. Department for Evaluation and Internal Audit.
2005-04-22. www.sida.se/exitevaluation
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only to be expected. This should be carefully considered when assessing the
development effects of the disengagement.

However, establishing how an exit process has impacted on development
results 1s not yet assessing the quality of that process. A quality assessment
must also address the evaluative question whether the identified results should
be considered satisfactory in view of available alternative ways of managing
the exit process.

The final clause in the sentence above is important. If we cannot think of
an alternative exit approach that would have produced better results than
those actually recorded we must conclude that the exit was well done, at least
in so far as the development results are concerned. If the results would have
been better with a different approach, including a different timing, by contrast,
we ought to conclude that the exit was not entirely successful.

3. The criteria above are intended to encompass the donor-specific criteria
formulated in policy documents and guidelines issued by the four countries
sponsoring the evaluation. In the case of the Netherlands the following have
been the main exit instructions:

» Exits should be orderly.
+ Exits should fulfil legal commitments.

*  Wherever possible the Netherlands should assist its partners in finding
substitute support from their local government or other donors.

+ Exits should not lead to ‘destruction of capital’.

+ Exits should be carried out within a period of 2-3 years.

Regarded as criteria for evaluation these guidelines are for the most part con-
tained within the list in above. The last one — that exits should be carried out
over a period of 2-3 years — is the exception. As it has been adopted as an ex-
plicit instruction for Dutch exits in recent years, the evaluation can obviously
not ignore it. However, it should not be regarded as an assessment criterion for
all the country exits figuring in the study.

None of the remaining donor countries sponsoring the evaluation has for-
mulated a similar set of uniform exit instructions. Exit criteria are often de-
fined ad hoc in relation to the exigencies of a particular situation. Thus, in the
context of a series of country exits triggered by a reduction of its aid budget
in 2002, Denmark made it a primary exit criterion that on-going contracts
should be honoured. In phasing out support to India and Bhutan, however,
Denmark also put considerable emphasis on partnership principles and the
sustainability of supported organisations and programmes. Sweden in its on-
going exit from development co-operation with South Africa intends to re-
place traditional development assistance with new forms of co-operation and
exchange ‘based on mutual interest and joint financing.’

The pre-evaluation Review of Donor Principles and Practices by Eken-
gren and Lindahl referred to above contains further information on exit guide-
lines among the four donors behind the evaluation.

7. Methodology

The task of designing an appropriate methodology for the evaluation rests
with the consultants. However, the methodology proposed by the consultants
must be presented to the evaluation steering group for approval before it is
adopted. A preliminary methodology proposal should be included in the ten-
der documents, and a more considered proposal should be presented in the
inception report to be delivered to the evaluation steering group two months
after the contract for the study has been signed. This procedure will enable the
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consultants to take a closer look at opportunities and constraints before decid-

ing how they think that the evaluation research process can and should be
designed.

The following few points provide further guidance:

The four donors sponsoring the evaluation have no methodological pref-
erences other than that the chosen approach should be the best possible

one under the circumstances. It would be helpful if the consultants were
to explain why the approach favoured by them would produce better an-
swers to the evaluation questions than alternative approaches.

As in every evaluation, the selected approach will be a compromise be-
tween the consultants’ desire to produce as solid a study as possible and
the constraints of limited resources. To make it possible for the evaluation
steering group to assess the proposed methodology the consultants should
explain why they believe that the recommended approach represents an
optimal use of the resources set aside for the evaluation.

As noted above, the evaluation should be responsive to the interests and
experiences of all the major stakeholder groups involved in the exits un-
der review. The consultants should explain how this requirement would
be satisfied by their favoured approach and how a multiplicity of perspec-
tives would be reflected in the evaluation reports. The consultants should
also explain how they propose to deal with problems of counterfactual
analysis.

As the evaluation covers a large number of separate exit processes, op-
tions for sampling must be considered. While each case of country level
disengagement must be covered by the evaluation, a selective approach is
required at the level of the projects and programmes included in country
level programmes. Consultants are invited to make suggestions for possi-
ble selection models in the tender documents. A more elaborate proposal
will be included in the inception report.

The issue of comparability between cases must be addressed. Will it be
possible to streamline the evaluation process in such a way that standard-
ised indicators can be applied in data collection across and analysis the
board? What would the indicators look like? A discussion about indicators
should be included in the tender documents.

It is one of the advantages of joint evaluations that they allow for com-
parisons, benchmarking and mutual learning between organisations. In
the present evaluation different ways of managing exit processes will be
compared. In some of the case study countries it will also be possible

to make comparisons between the results of exiting and the results of
not exiting. Designing a methodology for this evaluation, the consultant
should not ignore this possibility. Given the purpose of the evaluation,
what might be the pros and cons of contrasting exits to non-exits?

To facilitate mutual understanding the evaluation should adhere to the
conceptual conventions laid down in the OECD/DAC Evaluation Glos-
sary as far as possible.®® Readers of the evaluation reports should be ex-
plicitly warned of any departure from these conventions.

Tender documents will be assessed against these points.

% www.oecd.org
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8. Organisation

The evaluation will abide by the quality standards for evaluation currently
tested by the OECD/DAC Network for Development Co-operation Evalua-
tion, and it will be organised in such a way that the integrity of the evaluation
process and the independence of the evaluators are secured.”” The following is
a brief description of roles and responsibilities.

Steering group. The evaluation will be governed by a steering group composed
of representatives of the evaluation departments of the four donor organisa-
tions sponsoring the evaluation. The steering group will oversee the evaluation
process, and do the following:

¢ Confirm the terms of reference for the evaluation

* Establish a committee for the evaluation of tenders and confirm a model
for the evaluation tender proposed by the committee.

» Confirm the selection of an evaluation team by the tender evaluation
committee

+ Comment on successive draft reports in relation to the terms of reference
for the evaluation and ensure that the reports meet the quality standards
set for the evaluation.

* Advise their own agencies and staff on the evaluation as well as help co-
ordinate agency contributions.

* Assist the evaluation manager and the evaluation team leader in organis-
ing visits of evaluation team members to donor headquarters.

* Assist the evaluation manager in ensuring that local offices and embassies
are adequately informed about the evaluation and requested to assist it as
required.

* In collaboration with the evaluation manager organise presentations of the
evaluation results, and assist with necessary follow-up of the evaluation.

Evaluation manager. As the evaluation lead agency, Sida shall appoint an evalu-
ation manager to take care of the day-to-day management of the evaluation
on behalf of the steering group. The evaluation manager will be responsible
for maintaining a continuous dialogue with the evaluation team leader on
matters pertaining to the interpretation of the terms of reference and the
conduct of the study. The evaluation manager will assist the evaluation team
as requested by the team leader and facilitate communication between the
evaluation team and evaluation stakeholders. Aided by the steering group the
evaluation manager will support the evaluation team in its preparations for
field visits.

Reference groups. Tor each of the case study countries there will be a reference
group including partner country representatives as well as members of the
donor organisations covered by the study. Acting as advisors, the members of
these groups will assist the steering group in ensuring that the country studies
are implemented in accordance with the terms of reference and that relevant
stakeholder groups are properly consulted.

Evaluation team. The responsibility for conducting the evaluation research and
produce an evaluation report that satisfies these terms of reference will rest
with a team of externally recruited evaluators. The views and opinions ex-
pressed in the evaluation report will be those of the evaluators. They need not
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coincide with the views of the donor organisations sponsoring the evaluation

or other affected persons or organisations.

The following are the main tasks of the evaluation team:

Carry out the evaluation as per the terms of reference. A work plan
should be specified and explained in the tender documents.

Accept full responsibility for the findings, conclusions and recommenda-
tions of the evaluation.

Report to the steering group as agreed, keep the evaluation manager con-
tinuously informed of the progress of the evaluation, co-ordinate the tim-
ing of field visits and other key events with the evaluation manager, and
seek advice from the evaluation manager when required.

Provide feedback to local stakeholders at the end of field visits.

Ensure that stakeholders who have contributed substantially to the evalu-
ation get an opportunity to check the report for accuracy before it is final-
ised.

Participate in the dissemination of evaluation results as agreed with the
evaluation manager and the steering group.

9. Work plan

It is envisaged that the evaluation will have the following elements and pro-

duce the following reports and dissemination activities:

Preparation of an inception report. The inception report should include:

A preliminary desk review of the policy context of the case study country
exits to be covered by the evaluation as per section 5 above.

A further detailed methodological proposal along with an assessment of
the technical evaluability of the principal evaluation issues. This proposal
will have to be accepted by the steering group before it is adopted.

A work-plan for the fieldwork of the evaluation, likewise to be agreed
with the steering group.

The inception report should be submitted to the steering group (through
the evaluation manager) within two months after the award of the evalu-
ation contract. The steering group will require two weeks to consider the
report. After that they will meet with the evaluation team leader and other
representatives of the team to discuss it.

Brief wvisits to donor headquarters would probably be required for the
preparation of the inception report. The evaluators might need to get a
deeper understanding of general head quarter thinking on exit issues, and
they might also have to collect information on the country exits selected for
case study. During the inception period the sponsoring donors will assist
the evaluators in identifying the projects and programmes phased out or
about to be phased out as a result of each one of the case study exits.

Field visits to case study countries. Follow-up of the status of projects and
programmes in ended country programmes, or programmes in the process
of losing support. Further analysis of exit strategies and thinking at embassy
level and relevant government entity. Assessment of effects and impact of the
exit based on the methodology suggested. Site visits. Interviews with repre-
sentatives of a wide variety of stakeholder groups. This is the main part of the
evaluation, and with several country teams working in parallel it is expected to
require at least two months. As underlined above, however, the responsibility
for designing this phase of the work rests with the evaluation team.
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Country workshops for each of the case study countries in conclusion of
fieldwork. The purpose of the workshops is to discuss findings and tenta-
tive conclusions with relevant partner country representatives and donor
field representatives. In each country, the workshop would be hosted by
one of the donor embassies.

Drafting of country reports. These reports should be submitted to the
steering group, the country study reference groups, and other relevant
stakeholders for checking their accuracy. As suggested above (section 7)
in some of the countries the exit strategies of some of the donors might
usefully be contrasted with the non-exit strategies of the remaining ones.
As noted, however, the pros and cons of this approach need be further
discussed before it is adopted.

Drafting of a synthesis report based on a full comparative analysis of the
reviewed cases. The synthesis report shall contain lessons learned and rec-
ommendations.

Workshop at the headquarters of one of the evaluation sponsors for review
and discussion of the draft synthesis report.

Finalisation of the full set of reports — synthesis report and country studies
- and acceptance of the now completed evaluation by the steering group.
Discussion between the steering group and the evaluation team about fur-
ther dissemination activities.

10. Throughout of the evaluation, updating the web page for the exit evalu-

ation (http://www.sida.se/exitevaluation) and invitations of comments to
the various draft reports through the web. It is envisaged that all persons
consulted shall have access to the web-site. Sida is responsible for keeping
web site updated.

10. Composition and qualifications of the evaluation team

The evaluation team should include both international and local consultants.

The evaluation should rely on local evaluation capacity whenever feasible, and
it should be adequately balanced in terms of gender.

The following are requirements regarding the team leader:

Extensive experience of managing development co-operation evaluations.
Advanced knowledge of the substantive issues covered by the evaluation.
Familiarity with development issues in South Asia and Sub-Saharan Af-
rica

Advanced skills in writing and communication

The following is required by the team as whole:

All the members of the team should have previous experience from evalu-
ations of development assistance, as well as a good general understanding
of evaluation.

All the members of the team should be familiar with broader issues of
development policies, strategies and aid management.

One or more of the team members should have a good understanding
of the mechanisms of policy making and strategy formulation among the
four donor agencies represented in the evaluation.

One or more or the team members should have expert knowledge of aid
modalities, including technical assistance.

One or more of the team members should have expert knowledge in the
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areas of public sector management and public sector capacity develop-
ment.

* The team should be able to address issues related to the cross-cutting is-
sues of gender equity, human rights, democratisation, environment, and

HIV/AIDS.

* The team should have an advanced understanding of development issues
at national and local levels in the countries involved in case studies.

* All team members must be fluent speakers and writers of English.

* As the evaluation must consult documents written in Swedish, Danish,
Norwegian and Dutch, the team must include persons familiar with these
languages.®

Proposals will be assessed against these requirements.

11. Inputs

While the evaluators will have significant latitude in the design and organisa-
tion of their work, it is estimated that the evaluation in its totality will require
in the order of 70 person weeks. As already noted, the evaluation will neces-
sitate fairly extensive fieldwork in the case study countries. The need for stake-
holder workshops, seminars, feedback meetings, etc. should be considered when
planning and budgeting for fieldwork. However, possible dissemination activi-
ties after the completion of the study will be covered by a separate budget.

The evaluation will also require consultations and reviews of documents at
the four donors’ headquarters, 1.e. in Copenhagen, the Haag, Oslo and Stock-
holm. It suggested here that the proposal should be based on one or, perhaps,
two such visits per donor country, the first in connection with the writing the
inception study, the second after the field visits for the purpose of checking the
accuracy findings and seck answers to follow-up questions.

The overall budget for the evaluation shall not exceed EUR 400,000, in-
cluding reimbursables. Note that this amount is intended cover six country
studies, five in the countries mentioned above, and one in a country still to be
identified. The cost of the latter study has been provisionally estimated as the
average of the costs of the others.

12. Time table

It is anticipated that the evaluation would be put out for Tenders in October
2006 and that the Evaluation Consultant Team to undertake the evaluation
will be selected in December 2006 or early January 2008.

It is expected that the evaluation process from the inception will to be com-
pleted within ten months period to a draft report. After a process of dissemina-
tion of the results through workshops, comments by donors and other parties,
etc. it is expected that the final full report be ready by the end of March
2008.

%8 |t should be recognised that a person fully fluent in any one of the three Nordic languages would to be able
to read documents in the other Nordic languages as well.
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The tentative time schedule of the evaluation is as follows®:

e Closure of contract: March 2007, week 9-10.

*  March 2007, week 10. Notification of partner country officials and spon-
soring agencies’ embassies and other staff.

* Collection of data and documentation: starting following contract clo-

sure.

*  April 2007. Interviews at donor head quarters. Dates to be provided by
consultants as soon as possible.

*  May 21, 2007. Presentation of Inception Report at meeting of the Evalu-
ation Steering Group in Copenhagen. The report submitted by the con-
sultant no less than seven working days in advance of the meeting.

* July — September 2007: field visits. Dates for fieldwork and dates for con-
cluding fieldwork workshops to be provided with as little delay as possible.

*  October 19, 2007. Delivery of draft country case study reports.

*  November 5, 2007. Steering Committee and team leaders meet to discuss
the case study reports.

*  October-December, 2007. Drafting of synthesis report.

*  December 10, 2007. Informal briefing on emerging conclusions with
Steering Group in Copenhagen.

* January 20, 2008. Delivery of First Draft Synthesis Report.

» Tebruary 5, 2008. Steering Committee meets with team leaders to assess
the contents and quality of the First Draft Synthesis Report.

*  February 22, 2008. Joint workshop in Stockholm with key stakeholders
from the four sponsoring agencies.

*  March 10, 2008. Delivery of Second Draft Synthesis Report with final
draft country case study reports attached.

* End of March, 2008. Delivery of Final Synthesis Report with final coun-
try case study reports attached, all edited for publishing,

13. Appendices

1. Claes Lindahl, Lars Ekengren. Review of Donor Principles and Practices
for Exit. (http://www.sida.se/exitevaluation)

2. OECD/DAC Development Evaluation Network. Trial Evaluation Quality
Standards. (http//www.oecd.org.)

% This time table is a revised version of the original. It was inserted in this document 2007-03-20-
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