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Prologue and Executive Summary

“Never kneel down" Eritrean revolutionary motto

“Don't tread on me" American revolutionary motto

ritrea has captured much of the world's attention, not only because it is Africa’s newest nation, but also because
f its determined spirit of self-reliance in a continent plagued by dependence and failure. This new government is
:en as proactive and provocative; as strong-willed and stubborn; as authoritarian yet popular. Fts leadership is
ften thought to set its sights too high, but has demonstrably achieved goals against all odds.

Al countries are different, but Eritrea is unique. Its 30-year struggle for self-determination was waged in isolation.
ighting against much larger forces supported by the West and the East, the Eritrean independence movement had

o choice but to rely on itself. Built on the democratic principles of self-determination and self-reliance, Eritrea
yday leads a trend towards African leadership.

ritrea presents an exceptional opportunity for USAID. Here is a country which disdains dependence upon foreign
id, which insists that "partnership” be practiced and not simply spoken, and which articulates its priorities on the
asis of the sovereignty of the community. Eritrea takes the rhetoric of development in the 1990s -- partnership,
articipation, "African-led," and accountability -- and turns it into realities. USAID, as their partner, must also find
ew ways of doing business. It will not be easy. The government is young, sometimes brash, and has set high
oals against the realities of devastated infrastructure and limited capacity and experience in both the public and
rivate sectors. This, along with Eritrean’s strident insistence that only they own Eritrea's development, can and
as led to miscommunication, equivocal dialogue, and unrealistic expectations.

-SAID/Eritrea intends to meet the challenge through a mutually beneficial “Investment Partnership”. USAID will
articipate in building the future of a country critical to a turbulent region and strategic to U.S. interests; the State
'f Eritrea will participate in a new form of genuine partnership with the world’s most powerful nation. Moreover,

ritrea has a self-interest in an alliance with the U.S.; and the U.S. a self-interest in a stable, secular friend on the
‘ed Sea.

\Ithough a small and poor country, Eritrea possesses three qualities which also enhance its potential for success.
ts location is strategic and historically significant for trade between the West, the Arabian peninsula, and the Horn
f Africa. Its people possess a strong sense of unity, discipline and hard work, forged and tempered by the
dependence struggle. Its leadership is committed to enlightened self-reliance, to secular, participatory society
nd an open economy, and to avoid the mistakes of many failed African states before it. With this unshakable
ommitment, Enitrea’s leadership is also having increasing regional influence.

lowever, the achievement of success will necessitate bridging a wide gap between vision, potential and will, and
uman and institutional capacity which has been severely limited by decades of neglect and war. USAID 1s
ecoming Eritrea’s leading partner in bridging this gap. After a slow and difficult start, and intensive wide-ranging
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talogue in the context of the President Clinton’s Greater Hom of Africa Initiative, USAID/Eritrea is now
ioneering a new kind of assistance relationship, a “ new way of doing business” in Eritrea. This new relationship
s based on an equal partnership between two sovereign nations and a set of mutual investments -- an Investment
‘artnership -- to meet critical, self-identified needs in the building of the new nation: primary health care services,
ural enterpnise, and democratic governance.

\chievements to date give reason for optimism with this new approach: USAID is now the leading professional
artner of the Ministry of Health; the U.S. is now Eritrea’s leading partner in the development of its judiciary, its
>gal and journalism professions, and its business and women’s organizations. Furthermore, American investment,
inancial systems and entrepreneurism are sought as models by the Eritreans, and with the right legal and policy
nvironment, will enable accelerated economic growth.

‘his five-year Investment Partnership will help build the capacity necessary for significant increases in Eritreans’
ise of primary health care services, thousands of new and expanded Eritrean enterprises, and new, strong institutions
'f participatory governance for all Eritreans. These will enable Eritrea to reach its ambitious goal of self-reliance
n a decade. This is Eritrea’s, not USAID’s strategy and goal. The Investment Partnership is led by the State of
ritrea and supported by USAID/Eritrea through dialogue, institutional linkages, specialized services, training and
ommodities, and targeted budgetary support.

vo fulfill this Investment Partnership, USAID/Eritrea requests a commitment over the five year period of at least
»10 million per year in DA resources, $8 million per year of PL-480 resources, and $2 million of regional funding.
JSAID/Eritrea also requests some procedural latitude from the Agency to do business differently. The USAID
vorkforce needed for the Partnership is estimated to be seven Americans and twenty-four Eritrean staff, with an
innual OE requirement decreasing to about $900,000 per annum.

“USAID has demonstrated attitudes of
partnership and collaboration...USAID is
doing a commendable job."

President Isaias, 1996
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LAND AND EOPLE

The Land. Located in the northeastern part of
Africa on the cusp of the Rift Valley, Eritrea is
strategically located next to the shipping and
trading routes between East Africa and the
Middle East. Eritrea is charactenized by some
of the world’s harshest terrain. The size of
England, it is sparsely populated, with only
three million people dotting its expanse, two-
thirds of which live in the rugged mountains
and highland plateaus. On the east lies the Red
Sea and the desert coastal plain. To the west of
the highlands the country plunges into
lowlands, a relauively rich agricultural region
where many of Eritrea’s crops are grown.

Lying in the northern Sahelian rainfall zone,
Eritrea gets 1ts scarce rainfall from south-
western monsoons. In normal years rainfall
varies from 200-650 mm annually, depending
on the region. During drought, rainfall drops to
as little as 200 mm n the highlands and less
than 100 mm 1n the lowlands.

This scarcity 1s often compounded by the high
variability and unreliability of both the total
rainfall and 1ts distribution. Almost all of the
country’s existing crop production areas are
prone to drought. Because there are no
perennial rivers, the farmers must depend on
Eritrea s meager and inconsistent rainfall, or
have 1mgation

Geological surveys indicate that oil and gas are
to be found under Eritrea and 1ts coastal
waters. [ts mountains contain deposits of gold,
copper, and other minerals and metals
Eritrea’s coastal fisheries are one of the few
unexploited commercial fisheries in the world.
The coast also has unspoilt beaches and coral
reefs. Moreover, the country’s two principal
ports at Massawa and Assab are a hifeline for

people throughout the Horn who depend on
them for imports

T L

The People: Entrea is culturally, linguistically
and religiously diverse. Of Entrea’s nine
ethnic groups, eighty percent belong either to
the Tigrinya or Tigre tnbes. Although each of
the ethnic groups has its own ethnic language,
the country’s working languages are Tigrinya
and Arabic. Amharic, English and Italian are
also widely spoken. The population is roughly
half-Muslim and half-Christian.

One of the unique features of Eritrea is the
sense of harmony, unity and purpose, despite
the country’s diversity. During the struggle
for independence, Muslims and Chnstians
fought side-by-side. Today, the country is in
large part free of the rancor and distrust that
divides people of these two religions in many
other places.

Eighty percent of Eritreans are subsistance
farmers. Regardless of their differences, most
of them follow the same routine; one which is
measured by the traditional cycle of crops and
herds. Few people in the countryside enjoy
government services such as health care or
modern conveniences such as running water,
electricity or telephones.

As much as a third of Eritrea’s population
dispersed dunng the struggle. As many as
300,000 Entreans still remain in Sudan, many
of whom are expected to return for repatnation
Of the diaspora that went to America and
Europe, some have begun to return. The
diaspora 1s important to Eritrea not only as a
source of skills and experience, but also for the
millions of dollars that they send home.

The Entreans are hard working, determined and
almost incorruptible. They forged a national
sense of discipline and self-reliance dunng
their independence struggle when, with no

external aid they overcame overwhelming
odds

Another major strength of Eritrea 1s 1ts well
developed family and community ohd nty

“What made the
Eritreans so
effective ... was
their ability--and
willingness--to

" learn from their

own
circumstances
and to continually
adapt ideology,
politics and
program to new
realities.”

Against All Odds,
Dan Connell
1990

“We are self
reliant. Itis the
cornerstone of

our ideology.”

President |saias
Afwerki
1994
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This too played an important role in
mitigating the consequences of war, droughts
and famines, and poverty in general.

B. PARADOXES

1. Unity and Secularism Amidst
Religious and Ethnic Turmoil

The Horn of Africa is one of the world’s hot
spots. There is ethnic strife in Somalia, Sudan,
Ethiopia and Saudi Arabia. Tribalism and
Islamic fundamentalism are destabilizing and
divisive forces throughout the region.

Yet Eritrea’s leadership has emphasized the
building of a stable, secular state. Perhaps the
best measure of that stability and tolerance is
the relative lack of acrimony between the
Moslems and Chnistians or between the nine
different tribes of Eritrea. (There are, however,
occasional random acts of terrorism by an
indigenous Islamic Jihad movement.) In a
region torn by tribal, ethnic and religious
violence, Eritrea’s generally harmonious
relations are remarkable.

2. Popular Participation from
Authoritarian Structures

Eritrea’s government may be charactenized as
an early transition to democratic governance.
It appears as a control-oriented, single-party
state which has an autocratic decision-making
structure based on a military model. Yet 1t has
popular support which is based on shared
experience and sacrifice and a tradition of
popular participation as demonstrated by self-
governed villages in liberated areas during the
independence struggle.

Eritrea is steadily taking steps towards building
a progressive, participatory democracy. Local
elections in Eritrea’s six regions are taking
place and will be complete in March 1997
National parliamentary elections will be held in
carly 1998. The regional representatives will
form the Constitutional Assembly, along with

members of the diaspora, to ratify the proposed
Constitution. The Constitutional Commission
has held “town meetings” so that people
throughout the country had a voice in this
process. The leadership has chosen liberal and
progressive policies and has decentralized
government to shift power to the local level.
Two-thirds of the army has been demobilized
and the civil service reduced by one-third.
These steps are impressive, and indicative of
the progressive direction of the leadership. It
may be a military structure, but they are
working hard to transform it.

3. Economic Optimism
Despite Dire Poverty

Eritrea is currently one of the poorest countries
on earth. Despite the bitter result of war,
neglect and poverty, the Eritrean people are
fundamentally optimistic. They believe that
their strengths -- peace, independence, vision,
determination, national unity, human and
natural resources -- will enable them to achieve
their potential.

Although major inflows of investment are
direly needed, the current construction boom,
prospects for minerals and oil, potential for
tounnsm and exports, and investor interest
supports cautious optimism. The large,
successful diaspora in the Mid-East, Europe
and the Amencas is also a major asset and
potential source of investment.

4, Visionary Leadership,
Yet Limited Capacity

One of Eritrea’s strengths is leadership. Their
leaders articulate their vision and development
strategy with remarkable clarity. Proof is found
in the multitude of achievements and rapid
pace of change over the past six years. During
this short period, the leadership has gained
wide respect throughout the region.

The question remains whether the capacity and
grasp of Entreans can match the vision and
There is a lack of

I aders

“The most
crucial political
challenge is
getting peopie
to see beyond
their parochial
ethnic and
religious
identities to
make common
cause with one
another as
Eritreans.”

Askalu
Menkerios,
Women's Union
1994
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institutional capacity, skilled workers, middle
managers and trained personnel in Eritrea.
Thus, there is a the risk.that the pace of
development will not match either the leaders’
vision or the people’s expectations.

5.  Modern Nation Building within
a Traditional Society

Traditional cultures and beliefs are central to
the lives of the vast majonty of Entreans.
Although there 1s a core of progressive, well-
educated Eritreans, most of the population
comes from farming and nomadic communities
where the culture and mores are traditional.
This traditional culture provides stability and
1dentity, but it can also be a constraint. Men
are usually more valued while women have
lower status. A small group of men are usually
the leaders of the communities. The vast
majority of Eritrean women have modest
influence in the social and political
organization of their communities and are
discouraged from continuing their education
beyond very basic levels.

But a more modern society is sprouting in
Eritrea. The liberation movement fought for a
progressive ideal (equality, economic reform,
end of injustice) and for control over their
destiny. The progressive government has
initiated mandatory education, for both sexes
and all religions. Seeds of change are coming
from outside as well. The diaspora,
development assistance, and investment are
bringing new experiences, 1deas and tools.

G. PoLiTicAL DEVELOPMENT
1. Colonial Past

The forces that have shaped Enitrea include its
importance as a trading route for more than
5,000 years, the influence of both Christianity
and Islam, a millennium of invasion and
colomalism by Lthiopians, Egyptians, Arabs,
I'urks Ttaltans and the British. annexation by

Ethiopia, a thirty-year struggle for
independence, and a short yet intense period of
nation-building.

Eritrea’s strategic Red Sea coastline was seen
as a stepping stone into the region by a host of
foreign powers. In 1889 the Italians
successfully colonized the territory when,
defeated by the Ethiopians at the Battle of Adua
(1896), they retreated to Entrea.

The struggle for democracy in Eritrea was born
with the conclusion of the war with Ethiopia.
During the colonial period. Eritrean sentiments
in favor of independence were expressed by
organized political parties as early as the 1940s
when Woldeab Wolde Mariam, often seen as
the father of Eritrean independence, used his
leading role in the Liberal Progressive Party to
unite Eritrea's Christians and Muslims against
colonial authority. Many political parties were
formed during this period and during the years
when Eritrea was governed as a British
Protectorate. While it is true that one party was
dominated by Muslims and the other included
Eritreans loyal to the Ethiopian Orthodox
Church, the desire for independence crossed
religious lines and was not squashed by
successive Ethiopian attempts to deploy
religion as a tool of division.

Italy’s defeat in the Second World War ended
Italian colonization of Eritrea, with temporary
administration entrusted to the British. Britain
ended its administration of Eritrea in 1952 and
under a UN ruling, Eritrea was federated with
Ethiopia. In return for communications and
military bases, Ethiopia received American
military and development aid and political
support. Obscured by the silence of an
international community which had pledged to
protect the federal agreement through the UN,
Ethiopia ended federation in 1961 and annexed
Eritrea with Western support, Eritrea becoming
Ethiopia’s fourteenth province. Eritrea
remained under Ethiopian rule until the
independence struggle was won.

Thus began three decades of armed struggle
which, in the eyes of Eritrea's majority,

“When one
comes to
socially
transforming
society...[we
initially thought
that it]... would
come very
quickly...We
have been
doing this for
quite some
time--more
than a quarter
century--and
we have not
achieved
anything like
what we had
hoped. This
has been a
sobering
experience...”

President
|saias Afwerki
1995
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reflected Eritrea's most important step towards
achieving democracy.

2. Independence Struggle

The fight for independence was part of
Entrea’s long search for self-determination.
The liberation struggle against Ethiopia was
initiated by the Eritrean Liberation Front
(ELF), a movement which was quickly beset by
factionalism borne of debates surrounding the
means of organizing Eritrea's diverse peoples.
Within only a few years, a prominent group of
ELF members formed the Eritrean Peoples
Liberation Front (EPLF), arguing, among other
things, that the ELF's strategy of organizing
people on the basis of their ethnicity would
divide, rather than build, an Eritrean nation and
identity. A civil war emerged, and the ELF
shattered into at least five factions and was
forced across the Sudanese border in defeat by
the EPLF in 1982.

With the UN failing to challenge the abrogation
of the federal agreement with Ethiopia, the
Eritrean movement, from the beginning,
identified self-reliance as a central goal. In the
late 1970s, the Eritreans learned an important
lesson. Having successfully defeated the
Ethiopian Army at all of Entrea's strategic
locations save Asmara and the port at Massawa,
the independence forces were on the verge of
victory. Suddenly, as the result of a stunning
shift 1n regional alliances, Eritrean fighters
found themselves facing huge amounts of

Soviet mulitary assistance, now Ethiopia's
prnime backer.

Forced to withdraw to the mountains of Sahel,
the EPLF learned important political as well as
military lessons from the 1977-78 setback.
Although Soviet involvement caused the
perpetuation of the conflict, it was, in many
ways, an important development for the EPLF,
which was forced to reckon with the fact that
external 1deology and support were neither
dependable nor advisable; in the end, the only

way that Entrea could win was to rely on its
own experience

Throughout the struggle, the EPLF
demonstrated an extraordinary potential to
mobilize the population, utilizing both appeals
to national pride as well as tangible expressions
of change. Unlike the ELF, which argued that
social change in Eritrea could wait until after
independence, the EPLF pursued a strategy of
challenging the Ethiopian status quo while, at
the same time, building a new Eritrean nation.

Central to the creation of that nation was a
sense of community and responsibility to the
community. The EPLF included among its
ranks thousands of barefoot doctors, school
teachers, vocational trainers, women's
organizers and professionals. Their roles in
promoting social and economic transformation
were seen as equal 1n importance to the roles of
the Front's combatants. This duality in purpose
gave rise to a social contract between the EPLF
and Eritrean communities which prevails today.

Genuine self-reliance evolved during the
struggle as the EPLF's entrepreneurial spirit
drove them to develop factories for the
production of essential goods such as shoes,
medical supplies including drugs and IV fluids,
and sanitary napkins.

Of necessity, the EPLF was run as a centralized
organization which, within the context of
security imperatives demanding order and
extreme loyalty, allowed room for some
manifestations of democracy. The leadership
was elected and policies formulated during
large organizational congresses attended by
elected participants from both the military and
the civilian population. Out of this "guided
democracy" emerged a cohesive movement
linked fully and genuinely to the civilian
population.

3. Building the State

The 1991 victory over the Ethiopians did not
make Eritrea a “State”. It was at once the
former 14th province of Ethiopia, the EPLF's
liberated areas, and the Dergue-run towns and
cities. Each of these existed in 1solation.
Rather than attempt to merge them. the FPI.F

“Usually many
Africans blame
coionialism for
their myriad of
problems. ltis
true that
colonialism had
its share, but
the problems
witnessed in
Africa during
the past 30-40
years [are] the
creation of
Africans
themseives.
To solve its
problems and
join the
developed
wortd, Africa
must “irst look
into itself.”

President
Isaias
* 995
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and the nascent government chose to create a

new system, specially designed for a new
country.

Building the Eritrean state initially required
both unifying and disengaging. EPLF
members, many of whom had been living "in
the field" for most of their adult lives, had to
come together with a settled population and an
enormous diaspora. A huge refugee
population, most of it impoverished and exiled
in Sudan, also had to be integrated into Eritrean
society.

In 1991, the EPLF disengaged from the
Eritrean Government and was transformed into
the “People’s Front for Democracy and
Justice," a strong cconomic, social and political
movement. While reducing the number of
people formally under arms through an often
difficult but effective demobilization program,
the Government also created a National
Service, which requires that all Ertreans
between the ages of 18-40 undergo six months

military training and dedicate one year to
public works.

The Government quickly moved to create the
institutions of the state and democracy, as well.
A Constitutional Commission, headed by a
foremost Entrean statesman, Dr. Bereket
Habteselassie, was established and has since
worked to study many of the world's
constitutions while forging its own out of both
the experiences of others and extensive public

debate 1n both the rural and urban areas of
Entrea.

Aware of the new nation’s dependence on
regional relationships, the Entrean Government
also moved to consolidate alliances and tackle
regional problems. The Eritrean Government
sent its own negoliators into Somalia before the
UN intervention in an effort to resolve the
conflict. Eritrea has been in the leadership of
the revitalization of the Inter-Governmental
Authority on Dcvelopment, or IGAD. The
Government played an important role in the

IGAD-sponsored peace process on Sudan, and
tovelav 1 the Toref {

achieve a durable solution to what is now the
region's most pressing problem.  Most
importantly, the Eritrean Government forged an
effective and mutually respectful working
relationship with the new Government in
Ethiopia, forming a Joint Commission on
economic and other affairs and coordinating on
key foreign policy matters.

Chief among Entrean priorities is consoli-
dating the Eritrean nation while simultaneously
creating the Eritrean state. Also of particular
importance to Eritrea is stability, and with
neighboring Sudan continuing to attempt to
undermine Eritrea's new-found peace, the
government cannot, in its view, provide any
openings.

Finally, "Eritrean democracy" posits that
decentralization is as important as anything
else, whether it be at the level of economic
development or governance. The GSE,
however, demonstrates a tendency towards
centralized control, such as over the internet;
the dominance of the PFDJ as a political party,
the continuation of some price controls on such
important commodities as flour, petroleum
products and some pharmaceuticals; and an
expressed preference for the directed
economies of South Korean and Singapore
(Eritrea Profile, June 7, 1997].

D. Soclo-ECONOMIC SITUATION

1. Economic History

In the 1930s, while under Italian colomal rule,
Eritrea was one of the most industrialized
regions in Africa. Italian investment focused
mainly on basic infrastructure and agriculture,
with the objective of supporting the needs of
Italian settlers and exporting primary
commodities such as coffee, cotton, sisal, fruit
and vegetables to Italy. In the 1940s, Entrea’s
export base was relatively diversified, and
transit trade through the ports of Massawa and
Assab became increasingly important. Dunng
the Second World War, Entrean industry
supplied East African markets when imports

“Direct rule
by Ethiopia led
to stagnation
in Eritrea.”

EiU
1996

“Frankly, | think
it will be several
years before we
see the
emergence of
credible political
parties in this
country. Right
now there is a
high degree of
consensus in the
society.”

Yemane
Gebrezb, PFDJ
1296
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‘he economy entered a period of long-term
lecline in the 1950s when Eritrea was federated
vith Ethiopia. In the 1970s, the Marxist
Dergue regime adopted a command economy
ind nationalized most private sector assets.
The decline was exacerbated during the next
two decades by war, neglect and drought,
which consequently devastated  Eritrea’s
economy and its private sector. Whereas in the
early 1970s Eritrea earned about $100 million
annually from its agricultural exports, this had
fallen to under $10 million by 1992.

2. Current Situation
FTnployment by Sec@

(80 0%)
CjAgricul(ure
— Other
. (20 0%)

= Curert Verket Frices
in rriliors of BT

The Entrean cconomy made a significant
recovery from 1993-1996 as a result of the
return to stability after the end of the
independence war, the restoration of some
economic infrastructure, and the improved
availability of essential imports. Although
Eritrea has made significant economic strides
since independence, the country faces a
massive task of rebuilding its economy. After
averaging less than four percent since
independence, real GDP growth rose 6.8
percent in 1996 and 1s expected by the IMF to
rise by seven percent in 1997. Equally
encouraging, inflation was held to 3.4 percent
in 1996, down from 11 percent in 1995.
Growth in domestic output can be attributed
mainly to a sharp increase in industrial output,
particularly manufactuning and new
construction, with trade, wholesale and retail,
also being lcading sectors. Agricultural output

remains volatile due to drought and pest
infestation

agriculture is the historic backbone of the rural
Eritrean economy. In 1996 agriculture
contributed only 9.8 percent of GDP and has
suffered significant output decreases in three of
the last four years. Nevertheless, agriculture
remains critical to some 80 percent of the
population which depend on crops, livestock
and fish for income and employment. Despite
its importance for employment, the
contribution of agriculture to both GDP and
exports 18 relatively small, with most
agricultural exports generated from the
livestock sector.

Agriculture is dominated by small-scale mixed
farming which is characterized by traditional,
rain fed, subsistence farming with little use of
modern agricultural inputs such as fertilizers,
irmgation or tractors. Farmers depend on
human and animal power to till their fields.
The negative impact of these traditional
agricultural practices on productivity has been
exacerbated by progressive environmental
degradation. Agricultural production levels in
Entrea are generally low, with average yield
per hectare among the lowest in Africa.

Only 10% of the total arable land in Entrea 18
currently under cultivation. In the short-run,
increased land under production and
agricultural productivity would significantly
boost incomes and economic growth. In the
longer term, however, agricultural options and

1e for large scale production ar€
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in this region will require appropriate
infrastructure, resettlement, and investments.

Manufacturing: Manufacturing in Eritrea is
concentrated in large and medium-scale
enterprises which are currently government-

owned. In contrast, most private firms are
concentrated in micro and small-scale
enterprises. Within manufacturing, the oil

refinery located in Assab makes a major
contribution to industnal output.

Major constraints to industrial development
include inadequate infrastructure and lack of
sufficient investment. The country has limited
financial institutions capable of extending
credit facilities to investors; they are not able to
support the demand of the industrial sector.
Commercial and industrial development is also
hampered by the shortage of business skills,
especially in planning, management, and
accounting. Many enterprises suffer from
obsolete equipment and insufficient imported
inputs because of the shortage of foreign
exchange. In spite of such problems, industry
in general, and manufacturing in particular,
have grown at noteworthy annual rates,

respectively, of not less than 28 and 16 percent
since 1991

Income and Poverty:

Sus-
SAHARA
AFRICA

2,096

GDP per capita 1s estimated in the range of
US$217-254, less than half the $490 average
for Sub-Saharan Africa Entrea’s poor social
indicators are consistent with 1ts low per capita
income: high 1lliteracy rates, low life
expectancy, high infant and child mortality,

high maternal mortality, and high rates of
preventable discase

MATERNAL MORTALITY RATES
“ (MATERNAL DEATHS PER 100,000 LIVE BIRTHS)

ERITREA 998

KENYA 500

Infrastructure: Lack of physical infrastructure
is one of Eritrea’s major stumbling blocks to
economic and private sector development. The
nation’s transport infrastructure needs
reconstruction and expansion. Paved roads
connect only a few major population centers, a
prime impediment to commercial development,
especially for the timely and effective
marketing of agricultural goods, and to the
expansion of trade. Telephones and electrical
supplies reach only the major population
centers. Over 80 percent of the population
lacks electric power. Energy supplies are
inadequate, and most people still depend on
wood for fuel, exacerbating the nation’s
environmental problems.

However, there is progress being made on all
fronts. The government is aggressively
expanding the road, water, electric and
telecommunications systems. For example:
Road construction and rebuilding 1s
underway on important transportation routes.
The main highway between Massawa and
Asmara 1s undergoing a much-needed
rehabilitation program that will expand the
capacity of this critical transportation route.

In terms of the telecommunication system, a
new direct dial switching system has just been
introduced.

In the places that electric power is available,
reliability is quite good. The Electric Authonty
has a new 80MW power plant planned, which
should begin construction soon. This will
permit large numbers of new electric hook ups

Fiscal Status: The financial operations of the
Government have come under considerable
pressure in the last two years. As a proportion
of estimated GNP, the overall fiscal deficit
(excluding grants) increased from just 10
percent in 1992 to 28.7 percent in 1995 but

“After decades
of losi growth,
Eritrrea has
beconne one of
the wpoorest
countries in the
wreorld
Preliiminary
esiiimates
suggtest GDP
per vapita to
be....tess than
halt the US
$35C average
per capita
incom:e for Sub
Saharran African
coiuntries ”

Wa:tid Bank
1994
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was brought back slightly to 26.0 percent in
1996. Although the government has been
successful in increasing revenues, total
expenditures have risen even faster (mainly
because of rehabilitation and reconstruction
. outlays, and demobilization and resettlement
costs). The fiscal deficit is being financed by
increased borrowing from the banking system.
By the end of 1995, the Governthent's total

bank debt reached the equivalent of 22 percent
of GNP.

The levels of recurrent expenditures and overall
fiscal deficit are expected to remain high for
the medium term. Strong expenditure pressures
on the budget can be expected to continue
because of expanding social services (such as
increased access to education and health care).
The capital budget will also experience ongoing
pressure because of the increasing number of
infrastructure projects which are either planned
or are in the process of being implemented.

The fiscal deficit is troublesome. Without a
substantial reduction of the fiscal deficit,
government indebtedness will continue to
grow, and private sector investment and
expansion could be squeezed out.

Despite the fiscal squeeze, the authorities have
been relatively prudent in their spending. The
civil service was slimmed down by 10,000
workers 1n 1995 (thus reducing the size of
government employment by one-third). Line
ministries  have adopted strict accounting
guidelines and procedures which have been
carefully designed to prevent unauthorized
spending, mismanagement or corruption.

In spite of concerns about the fiscal deficit, the
analytical bottom line is mild optimism. Most
of the government’s extraordinary postwar
expenditures have been completed, including
payments to martyrs’ families and reintegration
of ex-combattants into the economy. Revenue
1s expected to increase due to improved
admimistration, coverage and collection.
Informed observers are confident that the GSE
will make the hard choices necessary to keep
the ecanomy on track. The IMF, for example,

expects the deficit to decline by nearly half, to
around eight percent of GNP during 1997.

Balance of Payments: Modest surpluses were
recorded in the balance of payments in 1993
and 1994 before turning negative in 1995. The
external current account deficit more than
doubled in 1996 to 17.2 percent, up from 7.7
percent in 1995. This rising external deficit
comes from reconstruction and rehabilitation,
imports of related capital goods, and the low
export base. As a consequence, Eritrea is
expected to require outward-oriented policies,
a prudent financial strategy, persistence with
her structural reform process, and increased
external financing (which could be covered by
grants and concessional loans). However, the
government is looking to trade and investment
to cover this gap.

External Debt: At independence, Eritrea
started with no external debt. By the end of
1996, Eritrea’s stock of disbursed external debt
was only $42.7 million (5.6% of GNP), though
they had $195.9 million dollars available on a
commitment basis. All of its debt is highly
concessionary, with maturity dates ranging
from 18-50 years, 5-10 year interest grace
periods, and highly favorable interest rates
ranging from .75% to 5%.

According to an assessment by the IMF in July
1997, given the low level of existing debt stock
and assuming that financing gaps are covered
by grants and concessional loans, the external
debt profile is expected to remain sustainable.

Investment Licensing: The licensing
environment has been liberalized in recent
years, which is encouraging for private
business development. Extensive reforms in
1995 were introduced in the issuance of
business licenses, including trade licenses.
Although there are still some licensing
problems, the establishment of a more
efficient Business Licensing Office has
reportedly reduced the time required to obtain
a license from six months to less than a day.

Tariffs: Entrea’s trade regime is considered
relatively liberal. All quantitative restrictions

“The
government
has placed a

high priority on
rehabilitating
the social
infrastructure ...
and on
improving the
access to basic
education and
health services.
Government
expenditures
here rose from
3 percent of
GNP in 1992 to
4.8 percent in
1995..."

IMF
1996
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have been eliminated and Eritrea has 12 bands
of tariff rates ranging from 2-200%. The IMF
has recommended a further reduction in the
number of bands and limiting the maximum
rate to 80%.

Natural Resources: Eritrea’s natural resource
endowment includes agriculture, minerals and
fisheries. Though each sector should make a
contribution to economic growth, no one single
resource can be counted on for food security or
sharply increasing economic growth.

Eritrea has proven deposits of gold, copper,
potash, magnesium, zinc, iron ore and marble.
Preliminary studies suggest that Eritrea has oil
and gas resources. Anadarko, an American oil
company, is currently surveying Enitrea’s coast
to identify potential oil fields. It reports the
more data 1t collects, the better its prospects,
and expects to begin dnlling in 1998.

Eritrea’s coral reefs, beaches and fish are some
of the country’s richest natural resources. The
reefs and beaches are both potential tourist
attractions. The coastal waters are thought to
be among the most productive fishing grounds
1n the Red Sea, and remain largely unexploited.

3. Social and Economic
Institutions

Government:  Eritrea inherited obsolete
institutions and weak instruments for making
and managing its cconomic policies. However,
they have made vast strides in improving their
economic institutions -- such as banking
facilities -- and policy-making capacity. The
financial system, for example, has undergone
considerable retorms, including the evolution
of a legal framework which will faciltitate its
effective and efficient regulation. Yet, the
financial system remains rudimentary,
concentrated, and largely owned and controlled
by the GSE. A 1997 IMF review, for instance,
urges the government to develop a competitive

financial system and introduce market
determined interest rates.

Enitrea does not have its own currency, but 15

making plans for the introduction of a new
currency, the “nakfa” in 1997. Eritrea is still
part of the de facto Ethiopian Birr common
currency area which to date has constrained the
scope for independent monetary policy. The
lack of formal arrangements has hampered the
management of liquidity and credit expansion
in Eritrea. Moreover, the Central Bank of
Eritrea is only now building the institutional
capacity needed to formulate and conduct
monetary and exchange rate policies. As the
financial authorities recognize the need for
adequate financial policy prerequisites and
preparations for the nakfa’s introduction, the
process and timing of the monetary conversion
will be flexible.

The authorities have moved quickly to address
their weaknesses and have placed a high
priority on developing capacity through
training, institutional restructuring, and new
policies. Programs are underway to support the
capacity of the key economic agencies such as
the Central Bank, the Ministry of Finance, and
the Tax Administration. The restructuring of
key institutions has helped to lay the basis for
implementing policies such as improved tax
collection and budgetary planning. The IMF
has given Eritrea high marks for its reform
efforts and for its generally sound management
of its economy but has also urged strengthening
of reforms in several areas in order to further
support private-sector led growth.

Private Sector: Although the Eritrean private
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sector has an impressive history, the past three
decades of war have taken their toll; the
Eritrean private sector is now relatively small
and underdeveloped. Eritrea only has about 20
enterprises per 1,000 people. By comparison,
Niger has a ratio four times larger (83/1,000).
A recent study estimates that there are 55,000
enterprises in  Eritrea which employ
approximately 130,000 people. Most private
sector businesses are small or micro-enterprises
which constitute a fraction of total productive
output. A small number of state-owned
enterprises account for 90 percent of the
nation’s manufacturing output. During the past
three years there was a rapid increase in private
sector activity. Expatriate Eritrean and foreign
businessmen crowd the hotels in Asmara. At
this point there 1s more looking than actual
investment, but the interest is encouraging.
Some of the large investments underway
include a proposed $240 million resort
complex in the Red Sea, a 1,500 apartment
complex in Asmara, and rehabilitation of the
Coca Cola soft drink plant.

There was a significant increase in private
investment in 1996. However, adequate
private investment sufficient to sustain high
levels of economic and employment growth,
particularly in the essential export-oriented
sectors, will require structural economic
reforms that address the domestic and external
financial 1imbalances; improved
communications, power, and transportation
infrastructure; reduced governmental role in the
economy through the privatization of state-
owned enterpriscs; liberalization of the trade
and exchange system; alleviation of unfair
economic advantages of the Red Sea Trading
Company (the economic arm of People’s Front
for Democracy and Justice); faster processing
of investment applications, in particular the
finalization of commitments on projects and
details on customs, taxes, land allocations and

foreign exchange agreements; and improved
financial and banking services.

The excess hquidity in the banking system is a
critically underutihzed financial resource that
could he tapped for investments to expand

growth in the private sector.

Labor Market: The limited data available
suggest a diverse labor market. While large
public and pnvate establishments have
substantially expanded their employment (up
from 26,277 in 1994 to 54,137 in 1996),
considerable uncertainty exists about un- and
under-employment. The Ministry of Labor and
Human Welfare reported that job vacancies
rose from 6,548 in 1995 to 11,380 in 1996, and
that registered job seekers rose from more than
11,000 in 1995 to nearly 23,000 in 1996. The
business community reports a healthy work
ethic and no serious industrial relations
problems.

Eritrea’s Private Sector

»The number of enterprises per capita is
low for Africa

» 60% of enterprises and 76% of their
employment are in urban areas

»Over 80 percent of businesses employ
only one or two people

»Women own an estimated 43 percent of
Eritrea’s enterprises

»The proportion of manufacturing firms is
low (19%), with most businesses (64%) in
the trade sector

Yet there are labor conundrums: an estimated
20-30 percent chronic un- and under-
employment; some youth trying to avoid
national service; the non-return of Entreans
travelling abroad on tourist visas; and a brain
drain reflected by the prevalent non-return of
those with student visas.

Enitrea is importing labor, most notably for the
construction sector. Part of the explanation of
the apparent contradiction -- the simultaneous
import and export of labor -- requires
differentiating between those seeking manual
versus other sorts of occupations. Shortages of
attractive professional, office and white collar
positions dnve qualified candidates either
abroad or into voluntary unemployment while
they search for jobs more consistent with their
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skills and aspirations.

While there are vacancies in the non-manual

categories, the rewards for those positions may

be disappointing. The level of private sector

salaries, for example, are relatively modest. At

the lower end of the 1996 base monthly salary

range, messengers made as little as 140 birr,

and at the upper end, top specialists and
managers earned 3,000 (the exchange rate is

7.2 Birr per US$; the level of additional
benefits that supplement these earnings vary

depending on the employer).

Because of the lack of data, it is difficult to get
a handle on the employment situation in rural
areas. A USAID labor economist conducted a
rapid appraisal of the rural labor market in
1996. He reported a tight labor market with a
high reservation wage in areas that were
surveyed. Day laborers were scarce, and
employers had to pay them higher than average
wages. In contrast, an appraisal in Fall 1997
found that people n rural Anseba had difficulty
finding paid work, and reportedly were willing
to work for almost any amount.

Non-Governmental and Community
Organizations: There are both formal and
informal mutual help and community
organizations in Eritrea that serve both social
and economic functions. In most villages the
majority of the population is organized into
groups. By tradition, villagers help each other
solve problems on an informal level.  This
informal mutual help 1s sometimes called
“wofera” 1n Tigrinya or “kewa” in Tigre. Some
examples of help include agnicultural work like
ploughing, sowing, weeding, and harvesting;
sharing of 1mgated fields with the less
fortunate; and hut building among men and
washing and cooking among women. Another
form called “mitias” consists of practical
support the village community gives to its
members who have to start a new life such as
after getting married.

Besides these common informal activities,
there are many other tormal groups:

Traditional groups like “mahaber” (Saint’s
groups) and ‘‘ekoub”

“Afready ... a (savings clubs).
nascent Members of these
foundation for groups usually belong to
shifting to a the same ethnic group
fast growth or economic strata as
track is the business of lending
emerging.” money requires both
trust and reciprocity.
Peter The purpose of the

Thorman, Saint’ .
aint’s groups is to

USAID

Economist cel‘ebrate the qhosen
Saint. Ekoub, which are
popular among Tigrinya

women, are small with
8-12 members, and emphasize savings.

Associations with identical or similar rules,
which are typically affiliated with the relevant
national union. Most have been formed in the
past five years. Autonomous groups are the
exception. Examples include women’s
associations, youth associations, and peasant
associations. They are common, with a
women’s or youth association in almost every
village.  Typically very large (100-300
members), they render appreciable social
services for the village such as building of
dams, roads, clinics, and schools.

The reorganization of the Chamber of
Commerce (to eliminate domination by
Ethiopian-oriented interests), combined with
the new American Business Council, should
substantially improve the private sector’s
dialogue with the government, with a
consequent effect on the GSE’s policy
implementation.

Perhaps the most powerful association is the
People’s Front for Democracy and Justice
(PFDJ). The PFDJ has a relatively unique role
for a political party. While the PFDJ 1s
fundamentally the ruling solitary legal political
party, surprisingly for a political party, 1t
simultaneously manages powerful economic
activities as well. The PFDJ has invested US$
120 million as operating capital in key firms
and sectors such as construction. The PFDJ
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also owns both the Housing Bank of Eritrea
(the only financial institution not owned by the
government) and 60 percent of the Red Sea
Trading Corporation, the other 40 percent being
owned individually by party members. Red
Sea Trading is Eritrea’s most powerful trading
company. Recent allegations of corruption at
Red Sea is a rare phenomenon in Eritrea; these
allegations resulted in replacement of its senior
management.

Development  project and  activity
committees: There are two types of
committees, those that deal with a special
project such as electrification of the village,
and those responsible for certain activities such
as cleaning the village, distributing land, or
maintaining roads.

Agricultural production groups: These are
not common, and are found only in certain
regions such as Gash-Barka. Usually, the
groups are comprised of peasants who had been
farming land which did not belong to them or
which they wanted to leave for better land.

The development committees and production
groups frequently lack the requisite technical
and managerial skills for their far reaching
responsibilities. With regard to material and
financial self-reliance, there has been little
outside support for these groups and their
activities, so they are necessanly self-reliant.

E. EXTERNAL RELATIONSHIPS

The State of Eritrea has been very active in the
Greater Horn of Africa region and Middle East,
operating as a peacemaker in Somalia and
Sudan and as an adversary to Yemen and,
again, Sudan. The government has
demonstrated to the once-adversarial Saudi and
Israell Governments that 1t wants and 1s capable

of .establishing mutually-respectful equal
partnerships.

Most Enitreans well understand that their own
stabihty and prospenty will derive to a great
extent from the stability and prospenty of the

wider region. The government has therefore
been an activist and leader in the IGAD
revitalization process, in favor of IGAD as a
forum for regional planning and harmonization.
Eritrea has been both active in and critical of
the OAU, harshly reprimanding that
organization for both failing to ever address the
Enitrean struggle and to take bold action while,
at the same time, working internally to forge
alliances between and among the OAU's more
forward-looking members.

Some would argue that the Eritreans have not
"read the book" on international relations as
they often shun protocol and what they consider
the too-formal niceties of international
diplomacy. They are frank and honest,
sometimes counter-productively so.  This
attitude and practice extends into the realm of
debate around foreign aid: the Eritrean
Government has made clear that it will not
accept foreign assistance being used as leverage
to modify its behavior or positions. Given the
choice, the government would (and has) decline
foreign aid when it required, what in their view
reflects, an unacceptable compromise of
sovereignty.

Eritrea's relations with donors is therefore
different than that of most African
governments. It challenges any manifestation
of what it considers "pateralism,” and is
strongly disinclined to accept aid packages
simply because they include much-needed
capital; if programs are supportive to Eritrea's
priorities and designed in partnership, the
government will both endorse and support
them; if they are not, it will, as it has time and
time again, choose to go it alone, often at high
cost.

Relations between the govermnment and
international PVOs have been problematic.
Many PVOs played an important role during
the struggle, supporting a major cross-border
operation from Sudan and working in real
partnership with the government.  Since
independence, however, the government has
expressed increasing frustration with the

“Certainly the
country
deserves to
succeed,
emerging
favorably from
almost any
comparison
with the rest of
Africa....
Perhaps most
striking of all,
there is no sign
of the aid
dependent
culture common
to so many
African states.”

Financial
Times,
1996
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international PVOs, rendered more valid by the
experience of Rwanda and Ethiopia, citing their
independence, unaccountability, unwillingness
to operate within the context of national policy,
overhead and operating expenses, difficulty
with supporting the government’s programs,
and tendency to foster dependency rather than
sustainability. The GSE is also concerned that
the assistance channeled through international
PVOs makes economic planning and budgetary
management difficult.

The GSE policy for international PVOs
resident in Entrea 1s evolving. Current policy
includes no exemption from taxation, annual

audit and review, and focus in the health and
education sectors.

A few local NGOs have also come in for
criticism, with the government challenging the
chanty-based approach of many religious
organizations as well as their use of relief and
development programs to support evangelism.
Both Christian and Muslim organizations have
come under government scrutiny, with Muslim
organizations of particular concern given
evidence that Sudan has attempted to
“infiltrate" Eritrea through these groups.

F. GSE STRATEGY, PRIORITIES
AND PREPAREDNESS

National Development Objectives: The
Entrean Government has clearly stated that its
economic and development policies are guided
by the principles of a free-market economy,
where the private sector is the main dnving
force of economic growth and the price
mechanism 1s allowed to allocate economic
resources. In the government’s Macro Policy,
1ssued in 1994, 1t defined and articulated the

country’s national development objectives and
its development strategy:

»Free market economy

»Private sector led investment

» Export-oriented development of industry and
agriculture

»Liberal 1nvestment code and commercial

»Transparent regulatory and tax regime

»Prudent fiscal policies

»Proactive government intervention to promote
economic growth while meeting social
obligations

»Food security (not based on self-sufficiency)

GSE Development Strategy
Highlights

¢ Human capital formation (with
education and health as the key factors)
¢ Export-oriented development

¢ Development of infrastructure

4 Environmental restoration and
protection

¢ Promotion of the private sector

Yet, as these policies have been implemented,
the government has created ambiguities in the
minds of businessmen about the depth of its
understanding of and commitment to the
private sector. Postures such as the President’s
recent statement about the private sector, *...it
is their duty and responsibility...to implement
the government’s program [Eritrea Profile,
June 7, 1997];" the continuation of price
controls; and periodic arbitrary policy changes
do not support investor confidence. Clearly the
commitment to the 1994 Macro Policy must be
reinforced by a more consistent and vigorous
support of the private sector.

Disaster Preparedness: Food shortage as a
result of a major regional drought is the
greatest disaster risk to Eritrea. Displacement
as a result of sudden refoulement of Entrean
refugees into Eritrea from Sudan or inflow of
Sudanese refugees into Eritrea is also a
possibility.

The GSE is aware of these potential disasters
and has made initial efforts to address disaster
preparedness through the establishment of
governmental structures as the Early Warning
and Food Information System (EWFIS),

“I do not mean
they have no
contribution,

but NGO funds

that can finance

20 projects, are

not even
enough for
implementation
of 10 projects
when they are
implemented by
NGOs"

Governor,
Gash-Barka,
1997
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Entrean Grain Board (EGB) and Eritrean Relief
and Refugee Commission (ERREC). The
activities of these institutional structures
involve early warning, disaster assessment and
response capacities which are still emerging.

The capacity of the GSE to respond to any of
the disasters mentioned above would depend
upon the scope and severity of the disaster.
The government has realized the' disaster
potential, but has not yet been able to undertake
a comprehensive assessment of vulnerability or
an inventory of response capacity within the
governmental institutions. The GSE has
initiated the necessary institutional framework
for both information coordination and response
in the EWFIS, and needs to clearly define
criteria for beneficiaries, response timetables,
sectoral guidelines and operational procedures.
The EGB program has a system for emergency
grain storage and plans to increase storage
capacity.

Many of the key figures in the GSE are ex-
fighters in the liberation struggle and have
military logistics background. Therefore, it is
likely, given a disaster beyond their
institutional response capacity, the GSE would
mobilize line ministries, the National Service,
and 1if necessary, the Entrea Defense Forces
(EDF) to meet relief logistic, health, sanitation
and shelter needs. The government has
recently tested the readiness of the National
Service, a program in which all able-bodied
Eritreans are obhigated to do six months

military training and twelve months of public
service.

Given the GSE’s limitations on the role of
nternational PVOs, international organizations
such as the United Nations High Commissioner
for Refugees (UNHCR) --who normally contact
PVO:s to be the implementational partners in a
disaster -- need to operate differently in Eritrea.
None of the international PVOs present in
Entrea actually implement activities: they
provide technical assistance, training and
support to Entrean organizations which
implement. The inmtial responder to a disaster
would not be international PVOs, but the

various agencies of the GSE and local
governments.

G. U.S. FOREIGN PoLicy AND
ERITREA

Eritrea holds a key position along a narrow
edge of the Red Sea, one of the most important
shipping routes in the world. Its shipping lanes
and two deep water ports, as well as the size,
wealth and volatility of its neighbors give it
strategic importance in the Mideast and Horn
of Africa region. Access to shipping routes
make it the principal lifeline for humanitarian
assistance to millions of people in the Horn of
Africa region, especially in Ethiopia.
Moreover, the current Eritrean government
strongly supports secularism in the region and
the Greater Horn of Africa Initiative.

U.S. security and defense agencies have
demonstrated keen interest in Entrea, given its
location, strong secular leadership, and interest
in security linkages. Eritrea has also gained
significant bipartisan support in the U.S.
Congress due to its determined self-reliance
and concern over dependency. The U.S. is
currently Eritrea’s largest source of direct
foreign investment but contributes only 2.7
percent of her imports, tied with Belgium but
behind Saudi Arabia (15%), Italy (14%),
United Arab Emirates (12%), Ethiopia (9%),
Germany (7%), Korea and Japan (each 4%),
and Sudan (3%). As an export market for
Eritrea, the U.S. is the third most important
(taking 7.7% of the total), behind only Ethiopia
(66%) and Sudan (10%).

Eritrea also reflects American values through
its determined effort to develop a stable,
secular society and an open private-sector
driven economy in a region characterized by
political extremes, instability and collapse. As
detailed in the U.S. Embassy’s Mission
Program Plan (MPP), the U.S. interest is to
promote both the recovery and growth of a
market-based economy and the emergence of
stable democratic governance to underpin U.S.
national security in this historically volatile
region. In terms of U.S. economic interests,

“The overriding
national
development
objective is the
creation of a
modern,
technologically
advanced and

~ internationally

competitive
economy within
the next two
decades.”

Government of
Eritrea
1995
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Entrea’s progressive and liberal Investment

Code provides opportunities for U.S. trade and
investment.

“U.S. national interests in Eritrea and the
region are to enhance U.S. power
projection capability and regional
stability; guarantee free and open

navigation of the Red Sea; expand U.S.

trade; enhance cordial relations with
Eritrea because of its important
geostrategic location; and ensure
Eritrea’s stability through sustainable
economic development, democratization
and protection of human rights,
privatization of business, education, and
continued commitment as a secular
state.”

MPP
U.S. Embassy
1996
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II. INVESTMENT PLAN

A. DOING BUSINESS DIFFERENTLY

This Investment Plan -- the first “Country
Strategy” for Entrea -- represents an attempt to
go beyond reengineering towards a new
approach in foreign assistance. This approach is
based on several fundamental premises. First,
many poor nations, while not, at present,
perfect democracies or open economies, are
demonstratively developing in a direction
supportive of U.S. values and foreign policy
goals and are worthy of trust and equal
partmership. Second, that to be sustainable,
these nations’ development path must be
rooted in and indigenous to them in the
broadest sense (not only to one group or strata
or to an elite). Third, these nations’
relationships and interactions with regional
neighbors is of paramount importance to their
future success. Finally, while foreign assistance
can provide vital inputs to fill critical resource
gaps and strengthen these nations’ transition,
this assistance will always be stopgap and on
the margins of the nation’s use of its own
resources and trade and investment. In fact,
foreign assistance can skew their
administration and direction and foster
dependency, 1f not well woven into the fabric of
the country’s own self-development.

The vernacular used throughout this document
reflects this approach. Since the nation’s
development strategy and strategic objectives
must be 1ts own and foreign assistance is at best
supportive in a relationship of equality, this
document 1s more modestly entitled a bilateral
“Investment Partnership”. The widespread use
of the term investment partnership, rather that
traditional terms such as “aid”, “donor”,
“assistance”, or “intervention” reflects both the
equality of the relationship as well as the reality
that these arc actually investments in a
sovereign nation’s development with clearly

defined returns to both partners.

Although often a source of frustration to
donors, Eritreans’ insistence on setting their
own development agenda is likely to be the
strongest element in determining its success.
Case studies reveal that African ownership of
reform programs results in performance and
long-term  sustainabulity. Broad-based
participation of an array of actors and
stakeholders reinforces ownership and thus
sustainability. = However, embracing the
concept of full ownership in order to take
advantage of the gains associated with it,

require changes in the way USAID conducts
business.

Conditionality: A main thrust of this new way
of doing business is eliminating classical
“conditionality" and replacing it with concept
of program accountability. According to
program accountability, the partner country’s
performance is evaluated on the basis of its
own overall demonstration of commitment to
reform or change, as well as on the basis of the
results achieved, taking into account external
factors affecting its performance. The purpose
of external support is not to enforce any
particular reform, but to support overall policy
objectives over a longer period of time. The
link between performance and assistance
would continue to exist, not linked to the
implementation of any particular reform, but to
the results achieved as defined by the partner
country.

The use of program accountability promotes a
sense of real partnership while putting the
responsibility for demonstrated results squarely
in the hands of the partner country. This
allows donors to shift their focus from specific
policy reform measures (e.g. timetables for
elimination of food price subsidies) to overall
policy 1mpact (e g ncreased agncultural

“It's been a
policy of the
government not
to emphasize
aid programs.
We believe
investment
would be the
proper substitute
for aid. Once
you get in the
habit [of
accepting aid]
you forget to
look for other
options.”

President Isaias
1996
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production). Of course, the country’s
commitment is critical and usually
distinguishes successful from unsuccessful
reform efforts. However, few systematic
attempts have been made to utilize
demonstrated commitment as a i threshold
determining the suitability of reform assistance.

USAID/Entrea’s PL-480 Title III Agreement
reflects this accountability approach. The
assistance 1s based upon the GSE’s
demonstrated commitment to progressive
economic policies and its Food Security
Strategy. Progress will be jointly assessed
annually to hold the GSE accountable and
determine 1f continuation of the assistance is
warranted.

Risks/Costs: While the benefits to “doing
business differently” in terms of ownership,
relevance, lower cost, and sustainability are
evident, there are also risks and costs which
must be carefully considered and minimized.
Young governments’ goals and targets are often
overly ambitious. The intensive dialogue and
participatory process is time consuming and

host-country capacities are usually limited.

Both necessitate patience, extra time and effort,
and long lead times. The preferred use of local
capacity and expertise with associated
skepticism over high-priced technical
assistance may initially result mn a lower
technical-quality product as well as delays.

USAID/Entrea’s low rates of expenditures over
the last year 1s certainly symptomatic.
However, benefits are already evident in
several activities. The Minister of Justice has
obtained high-quality “pro bono” assistance for
legal reform at a fraction of the cost and much
greater credibility. The Commercial Bank, not
a USAID grantee, will run at lower cost and
greater effectiveness a Rural Enterprise Unit
with an Eritrean -European manager. The
University of Asmara and the Eritrean
Women's Union have worked out longer-term
professional linkages with U.S. counterpart

Host country leadership and ownership also
require substantial flexibility -- and a little risk
taking -- in applying donor regulations and
policies, especially in the areas of procurement
and reporting. Most difficult for donors, is the
loss of control, particularly over short-term
results; most donor governments demand a
level of control over foreign assistance which is
not only unrealistic in any sense, but also pre-
judges the host country’s- capabilities and
honesty. While USAID’s rules and policies
have not always been followed to the letter by
GSE implementing ministries, the honesty,
quality, and sustainability of activities in
repatriation, health, and justice are without
question. Nevertheless, USAID/Eritrea has not
yet been able to obtain any exceptions from
business-as-usual procedures and regulations.

To do business differently, USAID/Eritrea
finds itself constrained by the lightly-staffed
and under experienced accounting and
procurement processes of the GSE and other
Eritrean organizations. While honesty, cost-
consciousness and the best deal are hallmarks
of FEritrean operations, requisite USAID
financial and procurement assessments often
identify staffing and procedural weakness
which then precludes, by USAID standards,
host country management of funding and
procurement.  USAID/Eritrea is seeking
solutions to this impasse through a loosening of
USAID procedural requirements, shifting a
share of the management burden to USAID
FSN staff, and exploring possible modes of
program or non-project assistance.  The
burdensome requirements of Global activities,
Congressional notification and PL-480 Title II
are further impediments to flexibility,
responsiveness and host country ownership.

USAID/Eritrea has fully considered the costs
and benefits of doing business differently. The
costs to USAID staff in time, effort, and even
ego, are substantial. However, with close and
intensive dialogue, and a keen understanding of
partners, the risks and costs can be managed

“The
Government's
strategy for the

distribution of
food aid has
recently
undergone a
change in the
right direction.”

World Bank,
1996

“Stringent
policies to stamp
out nascent
corruption have
been introduced,
and a new round
of streamlining
and salary
scales are
scheduled for
the summer to
increase
efficiency and
obviate the need
for
backhanders.”

EIU, 1996
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sustainable development for Eritrea. This
ambitious Investment Partnership -- and
USAID’s current role as the GSE’s leading
donor partner -- demonstrate the substantial
benefits to this approach.

B. INVESTMENT SELECTION

Few developing countries have demonstrated
Eritrea’s  determination and success in
accelerating the transition from relief to
sustainable development by rebuilding the
social, political and economic infrastructure.
Entrea has shown a strong commitment to
establishing an open economy and democratic
institutions; it won praise from the IMF for the
difficult steps it has taken to accelerate its
transition through trade and investment
liberalization, decentralization  and
streamlining its central administration, and
decontrolling prices and tax reform. It is also
nearing completion of a democratic constitution
and local elections. Eritrea’s efforts have put it
into a position where it -- with key partners
such as USAID -- can now focus more on
completing the successful transition to

sustainable development than on relief and
rehabilitation.

This Investment Partnership  has been
developed and positioned to help Eritrea
achieve its highly ambitious goal of self-
reliance within a decade. This will involve,
above all, building the human capital and key
institutions for successful nationhood. Of
particular concern are those problems which
involve the most acute human need and
potential for crisis: chronic food deficits,
debilitating poor health and education, and
limited capabilities of a new nation --
problems which are most acute in the north and
west, a potential source of destabilization.

1. Background

Numerous USAID teams of specialists from
REDSO/ESA and USAID/Washington visited

newly-independent Eritrea from 1992-1994 to
develop a bilateral assistance program. This
approach and the “conditioned” program
assistance proposed was roundly rejected by the
new leadership as being inconsistent with its
view of partnership. Nevertheless, several
specific types of projects and food assistance
were eventually negotiated. These were driven
by the government’s need to “fill gaps” and the
types of assistance available, rather than by any
overall USAID strategy.

Consistent with its own food security goals,
USAID provided large amounts of PL-480 Title
II food assistance and OFDA-funded
agricultural inputs to assist the post conflict
recovery, demobilization of fighters, and
repatriation of returnees. USAID/Eritrea also
played a major role in dialogue on food security
and policy and continues to support several
smaller agnicultural production enhancing
activities.

In 1993, USAID and the Eritrean Government
negotiated a broad technical assistance
agreement (TAP) to provide specialized
services to the new government across the
board as needed. An emphasis in the areas of
health, energy and governance evolved.

In 1995, USAID/Eritrea and the GSE agreed to
a major health and population program which
was focused on building primary health care
systems in target zones of the country.

Later, in response to the GSE’s expressed
needs, USAID/Eritrea provided additional
support under the framework of the TAP to
build capacity in governance through Asmara
University, the Eritrean Management Institute,
Constitutional Commission, and Ministries of
Justice and Local Government.

2. Options, Priorities, and
Partners

In 1996 USAID/Entrea (with REDSO and

“As soon as we
announced to
privatize, there
were those who
asked us when
we will be
implementing it.
Our reply to
them was
‘Whenever we
see it fit. They
said ‘No, you
have to give us
a time frame;
otherwise if you
are not going to
privatize
immediately we
are not going to
give you the
help you need.’
But pressure
doesn't work
with us
Eritreans...We
will do it at our
own timetable
and in a way
that is going to
be in the best
interest of our
country. If you
want to work
with us, this is
our policy, if not,
we are sorry we
won't take
orders.™

Governor,
Bank of Eritrea
1997
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USAID/W Global and Africa Bureau assistance
due to continuing staffing gaps) undertook an
intensive, consultative, and iterative process
with the Eritrean leadership to define a
cohesive assistance strategy. As described
above, USAID/Entrea took the approach of an
“investment partner” with the Eritreans in the
lead; the bilateral investment partnership
would be developed following Entrean
priorities and using Eritrean knowledge.

Discussions with the President’s Office on the
GSE’s Macro-Policy indicated that health (in
target zones) and governance (particularly the
legal and management training and the judicial
system) were indeed sectors appropriate for
long-term USAID involvement. USAID would
be considered the major partner with the
Ministries of Health and of Justice. The GSE
already had, often with other assistance, well-
funded efforts in related areas such as primary
and vocational education, community
development, and macro-planning. Also, in
view of the likely modest level of USAID
budget allocations for Eritrea, USAID
investment in the rebuilding of primary
infrastructure, while direly needed, would not
be possible although the possibilities for
facilitating or leveraging other finance was not
excluded.

In mid-1996 the Agency’s Africa, BHR,
Global and Management Bureaus, agreed on a
set of parameters for assistance to Eritrea --
although with some disagreement over the
Agency’s categonzation of Eritrea as a
“limited” transitional rather than a full
sustainable development program (cable 96
STATE 107495, annexed).  With these
parameters, USAID/Eritrea brought together
broad, primanly Eritrean “working groups”
made up of relevant GSE, NGO, other donor,
and private sector representatives in the two
sectors selected to define specific prionties,
objectives and results. It soon emerged from
these groups and field consultations that the
focus of USAID assistance in these sectors
should be integrated primary health care

services; and specialized capacities for
democratic governance. Refinement and
deepening of these Investment Objectives
continued with USAID/Eritrea’s partners and
REDSO/ESA and Global Bureau assistance.

Early on, the Eritrean President himself had
encouraged USAID to assist building Eritrea’s
nascent private sector. However, the Africa
and BHR Bureaus’ concerns (and the GHAI)
over food security necessitated further
dialogue and joint-assessment. An integrated
Africa-Bureau Humanitarian Response group
worked closely with Eritrean counterparts and
partners to assess and suggest options for
USAID investment with regard to improving
food security. In the assessment of GSE
priorities and needs, field realities, and other
donor assistance, 1t was clear that raising rural
incomes was key; and, further, that there was a
gap in the area of marketing, trade, and, in
general, agriculturally-related enterprise.

Based on this assessment and further
consultations with the President’s Office,
USAID/Eritrea brought together a broad-based
working group including the PFDJ (which was
keenly interested in rural business and
investment promotion) to confirm this premise
and decide on priorities and focus. This process
led to the focus on the expansion of rural-
income producing enterprises with emphasis
on exports and on the north and west. This new
Investment Objective was then further
elaborated (including a PL-480 Title III
program) with Africa Bureau assistance to
focus on rural banking, small to medium
enterprise expansion, export and investment
promotion, and selected rural infrastructure in
the north and west.

A growing concern duning these discussions
was full integration of the emergent Investment
Objectives within the framework of the goals
and pnnciples of the GHAIL  The close
involvement of regionally-based GHAI
advisors, concurrent with the development of
the GHAI Strategy, led to the integration of

"The strategy
planning
process has
established
(MOH)
ownership of
the project.”

Senior MOH
Official, 1996
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cnsis scenarios and a “Crisis Modifier” into the
Investment Partnership to ensure adequate and
flexible response to possible crises.

Entrea’s other major donors were fully
consulted  during the iterative processes
described above. The GSE is particularly
concerned over absorptive capacity and overlap
among donors. USAID/Eritrea discussed its
Investment Plan with major bilateral partners,
Italy, Germany, Norway and Netherlands, and
confirmed that no duplication, and even several
complementarities existed. USAID/Eritrea also
closely coordinated with the E.U. (currently in
water supply/ sanitation and major roads) and
with the World Bank (reconstruction, ports,
social infrastructure, and education), although
collaboration has proven to be problematic.
Representatives of the relevant U.N agencies
(UNDP, UNICEF, WHO, UNFPA, and FAO)
were also included in all working groups.

3. Agency Goals and Priorities

USAID/Eritrea’s three [nvestment Objectives --
primary health care, rural enterprise, and
democratic governance -- with their Crisis
Modifier, fully support overall Agency
priorities and goals. Child survival and health
(including HIV/AIDS and family planning)
currently represent the single largest USAID
investment 1n Eritrea. Democratic governance
has the broadest scope and the most
USAID/Entrea staffing resources. Broad-based
growth through cnterpnise will be the largest
USAID investment in Eritrea over time.
Potential humanitarian needs are directly
considered in USAID/Entrea’s Crisis Modifier.

As described m the Investment Objective

sections, USAID/Entrea’s Investment

Partnership supports four of the five Agency
goals (see Annex).

C. RELATIONSHIP TO THE GHAI

USAID/Ertrea’s  Investment Partnership has

not only been developed within the framework
of the GHAI -- 1t is a GHAI country strategy.
The dual GHAI goals of food security and

. crisis prevention as
Yy‘zzvnveé;rzfa well as the principles
doing business” of African ownership,
in Eritrea?” regional  approaches,
strategic coordination,

Gayle Smith linking  relief to
GHAI, 1995 development, and
change amidst

instability have guided
dialogue with the GSE, the analysis and
assessment, and formulation of the investment
plan. Indicators of achievement of these goals
are monitored at the goal level.

1. GHAI Goals

Food Security: Eritrea has a history and
location as a regional trading node and a
relatively limited agricultural potential.
Achieving food security is not primarily a
question of agricultural production, but of
income from enterprise and its employment
and exports, particularly in the less-developed
rural areas. With extremely poor educational
levels and health care in rural areas, attaining
food secunity will also depend on the social
services to educate and improve the health of
consumer-producers.

Food security will also be difficult to achieve
or sustain without good governance from the
levels of national policy making to local
admimstration. Three decades of development
experience  demonstrate that national
prospenty is a function of enabling macro-
policy, monetary stability, and human resource
development -- all the purview of government.
Accountable government also enables broader
distribution of this prospenty.

Thus, as further described 1n the Investment
Objective sections, this Investment Partner-
ship contributes to the achievement of the
GHAI Food Secunty Goal and anticipates the
following results in five years: no non-

"We can attain
(food) self-
sufficiency in
five years if we
recognize that
food self-
sufficiency is not
attained through
development of
the agricuitural
sector alone.”

President isaias
1996
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emergency food aid; full rurai employment; and
improved health education.

Crisis Prevention: After thirty years of war,
with neighbors in conflict, and being prone to
drought, Entrea understands crisis and has
developed coping strategies both nationally and
at the level of individual households. The
government is acutely concerned about the
risks of divisiveness from ethnic and economic
stratification and is striving for balanced,
broad-based development, particularly in the
predominantly Muslim rural lowlands. Thus, 1t
has prioritized decentralization to local
governments and infrastructure development,
and has directed donor resources and private
investment to historically marginalized areas.
USAID/Entrea’s investments in health and

income-producing enterprise are centered in
these areas.

There is also an obligation or social "contract”
between the new government and its citizens --
bom out of the community welfare efforts of
the EPLF during the struggle -- primarily in the
areas of schooling and health services. Failure
to deliver on this social contract nationally or in
any particular area would also be a source of
instability. The policies and representative and
decentralized structure of governance should
provide the macroeconomic  stability,
mechamsms for dissent and conflict resolution,
fair rule of law, and capacity to mobilize that
are the "sine qua non" of crisis prevention.

In the event of a crisits, the GSE has
demonstrated an ability to rapidly mobilize
resources to deal with problems and has
developed solid surveillance systems. This
Investment Partnership also includes a “Cnisis
Modifier” (see Section H.) to assist the GSE.

As further described 1n the following sections,
the Investment Partnership fully supports the
achievement of the GHAI Crisis Prevention
(3oal and anticipates the following results 1n
five years: No ethnic-based conflicts;
cconomic growth rate above five percent in the

western lowlands; and successful management

of one crisis (1.e. major drought or population
influx).

2. GHAI Principles
This Investment Partnership embodies the

principles ot the GHAI. While the principles
are evident in the three Investment Objectives,

the following
highlights their
“The application:

Government's

strategy for the African Ownership:

distribution of Few countries in Africa

food aid has insist upon ownership

recently

of externally-assisted

undergone a L
ndergone activities as  does

change in the

) - Eritrea. This
right direction.” :
. Investment Partnership
World Bank, goes beyond
1996 consultation by

responding directly to
the priorities and
policies of Entrea's leadership and people.
Moreover, the intensive dialogue over the last
year has moved beyond USAID's reengineering
to a partnership between equals. USAID is an
investor in Ertrean programs and activities.
These investments are mutually agreed upon
based on the GSE's assessment its priorities
and the social returns for Eritrea and
USAID/Eritrea's assessment of U.S. political
and economic returns within USAID prionties
(and Congressional mandate).

At the operational level this also translates to
streamliming the usual program design and
implementation processes by following the
lead of the GSE. Accountability is based upon
the GSE's own tracking and anticipated
medium-term results. USAID’s agreements
have simplified requirements and procedures;
and programs will be managed and evaluated
by the GSE with USAID participation.

Five-year Benchmarks: (1) Establishment of a
joint bilateral programming committee to
oversee the Investment Plan; (2) Full

“This ... is right
on target,
creating a clear
mode! for the

GHAL"

L. Howey,
REDSO/ESA/
GHA
1997
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integration of USAID assistance into the GSE
budgetary process as appropriate.

Strategic Coordination: Within the USG,
strategic coordination is now being initiated
through a newly integrated U.S. Embassy
Country Team, which exchanges ideas and
information to facilitate joint programming.
The Mission Program Plan (MPP) process has
been expanded to ensure integrated, inter-
agency planning. This Investment Partnership
supports the 1997 MPP and will inform the
annual plans of USIS, DOD, and PC as well as
the 1998 MPP. Within USAID, consistent with
Integrated Strategic Planning, substantial input
to this Investment Partnership was made by
representatives of BHR/FFP, BHR/OFDA,
G/DG, AFR/SD, and REDSO/ESA/GHAL

Full coordination with other donors has been
more difficult. The GSE insists that donor
coordination is its role alone; and donors are

hesitant -- given this strong view -- to
undertake any formal coordination meetings
together. USAID/Eritrea has, however,

experienced good coordination at the sectoral

level and is making a proactive effort to

collaborate with other donors through periodic

consultation with the EC in Brussels, WFP,

FAOQ, and IFAD in Rome, and IMF and WB in

Washington. USAID/Eritrea is also currently

leading by example, as in food assistance and
primary health care.

Five-year Benchmarks: (1) Fully integrated
U.S. inter- and intra-Agency planning; (2)
Full-integration of USAID assistance into
priority GSE programs; and (3) Coordinated

planning among major donors in consultation
with the GSE.

Regional Approaches: The GSE s a, if not
the, leading proponent of regionalism in the
Hom. Its leadership 1s playing an active
catalytic role n the revitalization and
broadening of IGAD and has an outward-
looking foreign and trade policy. The political
and economic bonds with Fthiopia and the joint

policy with Ethiopia and Uganda with regard to
Sudan are particularly strong. There is also
strong political dialogue with Rwanda.

This Investment Partnership supports Eritrea's
regional leadership through bilateral dialogue,
support for regional GHA programs, and
assistance for trade and investment. At the
activity level, USAID/Eritrea supports the sale
of iodized salt throughout the region and an
expansion of regional trade, and looks forward
to initiating joint programming with
USAID/Ethiopia.

Five-Year Benchmarks: (1) Continued Eritrean
leadership in an increasingly active IGAD; and
(2) Increased trade and joint programs with
Ethiopia and, when possible, Sudan.

Linking Relief and
Development: Eritrea
has already moved far
in its transition. The
GSE has taken several
specific policy actions
to shift from relief to

“Mission
resources are
programmed in
an integrated
fashion to
maximize impact
and to reflect the

principles of development,  most
President d b
Clinton's SIppO TS ’

USAID/Eritrea: a
policy to phase-out
feeding programs and

Greater Horn of
Africa Initiative.”

MPP, monetize all food
U.S. Embassy, assistance;  merging
1996 the major relief and

refugee agencies; and
establishing local
councils and administrations to decentralize
rehabilitation implementation. The tough
policy on international PVOs also reflects this
shift from relief and dependency towards
longer-term self-reliance.

A review of U.S. funded activities showed that
OFDA and State/PRM funding related to the
emergency (including repatriation of returning
refugees) were successful in providing income-
generating assets for returnees; and Emergency
PL-480 Title 11 Food successfully evolved into
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the current bilateral Title III Food for
Development program. Building on these,
USAID/Enitrea’s Primary Health Care and
Rural Enterprise Investment Objectives will
target the western lowlands to ensure the
provision of services and opportunities to
repatniated and displaced populations;as well as
the local communities they impagt.

While there are risks of another emergency --
specifically, a major regional drought and/or a
massive influx of the remaining Eritrean or new
Sudanese refugees from Sudan -- the policy
and institutional structures for sustainable
development are now almost all in place.

Five-year Benchmarks: (1) The GSE relief
agency, ERREC, phased out with emergency
planning transferred to line ministries and local
governments; (2) Food aid monetization
effective; and (3) All remaining relief programs
completed (unless required for temporary
emergencies).

Change Amidst Instability: Currently, there
appear to be four possible threats to Eritrea's
stability. In order of likelihood: a major
region-wide drought which derails development
and forces regional and internal competition for
food; a large-scale, destabilizing influx of
Muslim Eritrean repatriates or Sudanese
refugees escaping from civil war and anarchy
in Sudan; a violent breakup of newly federated
Ethiopia with a possible deterioration of
relations; and violence by a disgruntled
religious or ethnically-based faction in Eritrea,
possibly with external support.

Eritrea's current national unity, the efforts of
the GSE and PFDJ to broaden and deepen
participation, the decentralization to regional
administrations cutting across ethnic lines, and
the leadership's demonstrated early warning
and intelligence capabilities are an impressive
guarantee against sudden destabilization. Also,
should a destabilizing event occur, the Eritreans
have demonstrated a singular ability to
mobilize quickly and to effectively prevent

disaster, as demonstrated during the 1993
drought. The U.S. Embassy and USAID/Eritrea
support the GSE's decentralization effort, and
its new early warning system (EFWIS).
Assistance in primary health care and rural
enterprise is also focused on the vulnerable
western lowlands bordering Sudan. The U.S.
Department of Defence is also providing
training and logistical equipment to improve
the Eritreans ability to

“Ultimately my mobilize effectively.
ideal solution--
something | Five-year Benchmarks:
dream to see (1) Regional
before | die--is a administrations  fully
~ group of functional;  (2) Early
mdne;::-::gem warning systems
Ethiopia, Eritrea, lo)perat:;lnal : l( 3)
Djibouti reparedness plans
Somalia, established; (4)
perhaps Sudan Accelergted
creating an development in the
economic western lowlands; and
common market (5) Effective response to
in the Hormn a major drought.
which could lead
to a political

union of some

kind and which D. GOALOF
?(;"ffbe; THE INVESTMENT
modelo"® | PARTNERSHIP

Africa...We want
cohesion and

- To enable Eritrea
stability and not

to become a food

disintegration.”
secure,
Isaias Afwerki, democratic and
1991 leading nation in

the region through
key investments in
primary health care, rural
enterprise, and democratic
governance.
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By 2007, Eritrea will be a fast-growing
trading center. Its citizens will be healthier
and better educated with active political
and civic organizations participating in a
democratically-elected government.
Revenues from export, tourism and
extractive industries will support imports of
food, capital goods, and other services.
Remaining foreign assistance will be long-
term loans and institutional and
professional linkages. USAID/Eritrea will
be transformed into a bilateral, U.S.-
Eritrean commission.

The goal of this Investment Partnership is
derived from and fully supports Eritrea’s goal
of self-reliance in a decade. This ambitious
goal is achievable, given the good prospects
for revenues from the oil and mineral sectors,
growth 1n agro-based and manufactured
exports, and increasing trade with Ethiopia,
the Middle East, and eventually Sudan. The
foundations for an open economy as well as
participatory democracy are in place. It is
also expected that as Eritrea grows and basic
services and infrastructure improve, it will
also attract increasing participation and
investment from Eritreans abroad as well as
emerging market capital.

This goal is supported by Investment
Objectives in three areas which are critical to
its achievement: primary health care, rural
enterprise, and democratic governance.

“Currently,
USAID
programming in
the three
investment
objective areas
is building local
capacity and will
have mitigating
effects on any
potential
disasters.”

P. Morris,
BHR/OFDA/
PMPP,
1996
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ERITREA'S GOAL, GHAI GOALS, AND
USAID GOALS AND INVESTMENT OBJECTIVES

STATE OF ERITREA
GOAL:
SELF RELIANCE IN A
REGIONAL CONTEXT
WITHIN A DECADE
A
USAID GOAL:
GHAI GOAL: TO ENABLE ERITREA TO
BECOME A FOOD SECURE,
FOOD SECURITY DEMOCRATIC AND LEADING
AND NATION IN THE REGION
BY 2007
CRISIS THROUGH KEY INVESTMENTS IN
PREVENTION HEALTH, ENTERPRISE AND
' GOVERNANCE
A
i
INVESTMENT OBJECTIVE 1 INVESTMENT OBJECTIVE 2: INVESTMENT OBJECTIVE 3:
INCREASED INCOME OF INCREASED CAPACITY FOR
IN
CREASED USE OF ENTERPRISES, ACCOUNTABLE GOVERNANCE
SUSTAINABLE, INTEGRATED
PRIMARY HEA! TH CARE PRIMARILY RURAL, AT LOCAL AND NATIONAL
SERVICES WITH EMPHASIS ON EXPORTS LEVELS
Time Frame S years Time Frame: 8 years Time Frame: 5 years
A}
CRISIS

ODIFIER
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E. INVESTMENT OBJECTIVE 1:

Increased use of sustainable,
integrated primary health care
services by Eritreans

1. Opportunity Analysis
The Problem

Eritrea has an epidemiological profile that
places its health status among the worst in the
world. Recurrences of severe drought,
epidemics of disease and displacement of
populations have resulted in extremely high
morbidity and mortality rates, especially
among women and children.

The matemal mortality rate is estimated to be
998 per 100,000 live births (DHS, 1995). The
immediate causes of maternal death in Eritrea
include hemorrhage, obstructed labor,
infections and eclampsia (UNICEF, 1995).
Additionally, as reported by the Ministry of
Health Planning and Management Bureau,
fewer than 10% of all deliveries in 1995 took
place in a health facility. The 1995 DHS
reports that one in five births in the three
years preceding the survey were assisted by
trained medical personnel. Female
circumcision 1s widely practiced throughout
Eritrea and may also be a contributing factor
to these high rates.

High nisk fertility behavior contributes
significantly to high rates of mortality and
morbidity among women. A study
implemented in Asmara found that 24% of
women were married before the age of
fifteen. Infant mortality also leads families to
overcompensate, having more children than
desired and spacing them closely. Eritrea's
total fertility rate is 6.1. Currently 3.1% of
women of reproductive age are using a
modern family planning method. The annual
population growth rate (exceeding 2.6%), if

not reduced, will result in a doubling of
Eritrea's population in 27 years (PRB, 1995).

The child mortality rate is estimated to be
136/1000 and the infant mortality rate is
approximately 72/1000. Both diarrheal
diseases and ARI are leading causes of
outpatient visits for children and are a major
cause of mortality among children under five.
Malaria, endemic in the northern and western
lowland regions, is also a major cause of
morbidity and mortality among children.
Vaccine preventable diseases, such as
measles and tetanus also threaten child
survival.

The poor nutritional status of Eritreans,
especially women and children, increases
their vulnerability to disease. Approximately
13% of infants are born with low birth weight
(below 2500g). These babies contribute
significantly to child deaths. Indicators
relating to protein and energy status in
children show that 66% of children under five
years of age are stunted, 41% are under-
weight and 10.4% are wasted. The majority
of malnourished children are between 18 and
24 months (UNICEF, 1995). The protein-
energy status of women has not been
documented. It 1s assumed, however, that
their nutritional status 1s very poor. Poor
nutrient intake due to harmful feeding
practices, low social status and poverty
exacerbate this situation.

Micronutrient malnutrition is pervasive and
contrbutes significantly to overall morbidity.
A Micronutrient Deficiency Survey (MDS)
conducted in 1993 found that nationally 22%
of children aged 9-11 years displayed signs of
iodine deficiency disorder (IDD). Iron
deficiency anemia is common among women,
and vitamin A deficiency 1s also high.

“The
average
attendance at
health facilities
-- less than one
visit per person
per year -- is
low compared
to even the
sub-Saharan
African average
of 1.5 - 2 visits
per person per
year."

World Bank,
1996.
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There 1s growing evidence that seropositivity
has increased significantly since
independence. Increasing trade, cultural
practices allowing men to have multiple
partners, and prostitution in the ports of

Massawa and Assab are important factors in
the spread of HIV. '

Constraints

The Ministry of Health, like the rest of the
government, inherited a neglected and
destroyed infrastructure in most parts of the
country. Many areas are without access to
basic health services. Entrea’s poor health
indicators reflect the rudimentary and
deteriorated health care system.

Ministry of Health capacity to respond to
these formidable challenges is limited. The
country does not have the number of staff
required for service delivery in existing
facilities, let alone newly constructed or
planned facilities. Overall, there is one
medical doctor for every 19,000 people, one
nurse for every 6,000, one health assistant for
every 4,700 and one laboratory technician for
every 36,000 persons. These rates are among
the worst in the world.

Access to basic health services is severely
limited. UNICEF reports that 54 percent of
Entrea’s hospital beds and 19 percent of its
health stations are located in Asmara, which
has about 16 percent of the population. It has
been estimated that 54 percent of Eritreans
live more than 20 kilometers from the nearest
health station. Of the 2,365 villages in Eritrea,
only 46% have reasonable access to primary
health care services. For an estimated
population of about 3 million, there are
fifteen hospitals, 33 health centers and 113
health stations. Almost all health facilities
inherited from the previous government,
having been neglected or damaged during the
war, require at least some rehabilitation.

l'he transport component of the health system
is also weak, especially considering the

difficult terrain and the harsh climate
throughout much of the country.
Additionally, the initiation of user fees may
further limit access to health care as many
Eritreans are currently unable to afford even
the most nominal fees.

A more insidious constraint is the socio-
cultural status of women. Specific traditional
practices which are harmful to Eritrean
women and girls include a preference for
male children, male precedence in taking
meals, early marriage and female genital
mutilation.

Improving the health status of all Eritreans
calls for a high degree of positive male
involvement, which for the most part is
currently lacking. In some Muslim and
pastoral nomadic groups, women must seek
their husband’s permission to obtain health
care for themselves and their children.
Anecdotal evidence suggests that women will
not give birth in health facilities for fear that
their husbands will perceive them as weak.
Men must be educated and mobilized to seek
medical services (both preventive and
curative) for both themselves and their
families, and to- empower women to access
and utilize basic health services.

Faced with the challenges and opportunities
of rebuilding the health sector, Eritrea is in a
position to benefit from years of expertise and
lessons leamed in development assistance to
the health sector globally and in the region.

Opportunities

Because of USAID’s experience, areas of
technical expertise, resource levels and
willingness to collaborate as an equal partner
with the Eritreans, USAID/Eritrea has

become the Ministry of Health’s major donor
partner.

The GSE is commutted to the basic precepts
of health for all adopted in the 1978 Alma Ata
Declaration. The Ministry of Health upholds

"I have been
involved in the
" exercise
(strategy
planning) since
it's inception. It
has been a
fruitful exercise
for all of us.
This strategy
was prepared
with a sense of
reality as to the :
present heaith
situation in the
country and
particularly in
the focus
areas, because
all of the
partners were
physically
present in the
focus zones
and not
discussing
issues from
some far off
office."

Senior MOH
Official
1996
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the principles of primary health care and
recognizes the importance of new approaches
such as the Safe Motherhood Initiative and
the Integrated Management of Childhood
Ilinesses (IMCI). Eritreans demonstrate a
keen willingness to learn and participate in
rebuilding their nation and are highly
mobilized and unified in their efforts.

In the years since independence, the Ministry
of Health has worked with donors and other
partners to set out a plan of action to build a
decentralized health care service delivery
system and to build the Ministry’s capacity to
manage and maintain this system. Activities
have included building and renovating health
facilities, strengthening the country’s
immunization program, equipping and
training traditional birth attendants,
improving and expanding water supply and
sanitation systems, training health care
workers, equipping health facilities and
developing policies which promote health for
all through improved access to quality PHC
services.

During the liberation struggle, women
experienced some increase in their social
status. These gains offer an opportunity to
impact the health status of all Eritreans as
women represent an important contact for
health interventions. Women are being
trained in the health services professions (as
nurses, community health workers, and
traditional birth attendants, etc.). This will
improve access to health care for women as
conservative traditional cultures found in
Eritrea often prohibit delivery of services by
males. Women are also increasingly active
in demanding health services for themselves
and their families. Since independence,
however, many gains have been lost as
women have been expected to revert to
traditional roles. Thus, 1t 1s imperative to
capitahize on these gains and continue to
strengthen womens’ role as pivotal actors in
improving the health status of all Eritreans.

GSE Policies and Priorities

The current goal of the GSE health policy is
to make primary health care services
available to all citizens. To reach this goal,
the MOH stresses improved quality of
maternal and child health, a phased approach
to decentralized management support systems
(logistics, HMIS, financing, manpower), an
integrated approach to service provision, and
community=involvement and support. The
GSE's support for integration of services is
geared toward daily access to a basic package
of primary health care services with a focus
on decreasing missed opportunities across
interventions. The basic package of services
includes safe delivery, family planning,
antenatal care, EPI, the prevention and
management of childhood diseases (e.g.
malaria, diarrhea and measles), malnutrition,
HIV/AIDS and other sexually transmitted
infections (STIs).

The Ministry of Health’s primary health care
priorities include:

> Expansion of primary health care
services to undeserved populations,
particularly those at greatest risk of
mortality and morbidity;

> Strengthening health service
management systems;

> Training of all cadres of health care
providers;

> Control of communicable diseases;
and

> Restoration of health care facilities

and construction of training facilities.
Results to Date

USALID assistance to the health sector began
in 1994 with grants to UNICEEF, the award of
a child survival activity with Africare, and
support to the Ministry of Health through a
U.S.-based contractor, BASICS, in primary
health care.

USAID assistance to UNICEF ($2.3 million)
expanded the national immunization program
through the procurement of vaccines and

“The
Government has
rightly adopted
primary heaith
care as the main
objective and
the number of
facilities and
coverage of
programs have
increased
rapidly.”

World Bank,
1996
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solar refrigerators for health stations, centers
and hospitals; integrated oral rehydration
therapy (ORT), Vitamin A and iron
deficiency interventions with the
immunization program; and expanded health
infrastructure including the construction of
six health stations, the procurement of
vehicles for difficult-to-reach facilities, the
procurement of maternity, pediatric and MCH
kits as well as training health staff and
upgrading training facilities. Through these
efforts “fully vaccinated” coverage for
children under five has increased from
24.3% in 1994 to 33.6% in 1996.

USAID/Eritrea , through UNICEF and
OMNI, facilitated the development of
Eritrea's regionally-important salt iodization
capacity. As noted above, 1odine deficiency
disorder is a serious health threat. The GSE
1s committed to increasing domestic
consumption of iodized salt and becoming a
major exporter of iodized salt in the region.
USAID investments in this area have assisted
the GSE to increase iodization of locally
produced salt from zero in 1994 to nearly
90% in 1996.

The main accomphshment of Africare’s
activity in Northern Denkalia has been the
training of 41 traditional birth attendants
(TBAs), utihzing non-literacy teaching
methods, 1n safe dehvery procedures, the
need for referrals, the childhood
immunization schedule, the importance of
breast feeding, and oral rehydration therapy.
In the hmited time the trained TBAs have
been working, they have assisted
approximately 50% of home deliveries in
this extremely remote area. The second major
accomphishment 1s increasing EPI coverage
from zero to 10% with only six months of
immunization scrvice provision.

USAID-funded technical assistance through
BASICS enabled the MOH to develop the
National Drug Policy and Treatment
Guidelines, the Primary Health Care
Policy Guidelines and the nursing

curriculum for the College of Health

Sciences.

BASICS has also been working closely with 70%\:fr§;irt‘rean
the MOH to expedite the decentralization of re?:ently
health services planning and has funded and reported that
facilitated the zonal planning workshops in all they want to

target zones. Planning workshops for the either space or
Southern and Central zones will be held in end

early 1997. This model has been taken to childbearing
scale by the MOH with support from other
donors in the remaining three zones. DHS, 1995

USAID/Eritrea, in concert with the Ministry
of Health and other partners, is helping to
expand family planning and other
reproductive health services. Since funding
through SEATS began 1in March 1996 the
MOH developed a national in-service
family planning training curriculum and
conducted the first in-service FP training
drawing twenty practitioners from Gash-
Barka, Southern and Central zones. Further
training will be held in 1997.

USAID/Eritrea with SEATS produced a
video sensitizing health workers about the
problem of maternal mortality and gave two
presentations on female circumcision in
Eritrea at the country’s first Safe Motherhood
Conference. An assessment of female
circumcision was conducted as well as a
review of local capacity to implement
activities to eradicate this harmful traditional
practice.

SEATS worked with the National Union of
Eritrean Youth and Students (NUEYS) to
increase access to family planning and
reproductive health services to persons aged
15-35 in Enitrea. Information regarding
reproductive health was disseminated to
22,000 youth at the national service training
camp.

USAID/Enitrea has helped rebuild the
Ministry of Health's National Drug Quality
Control Laboratory and the Central
Laboratory. Through Contraceptive Central
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Procurement, USAID/Entrea made two
million condoms available and initiated the
procurement of contraceptives to meet
requirements for 1997.

2. Investment Objective

Increased use of sustainable,

integrated primary health care services
by Eritreans.

This strategy stresses increased utilization of
PHC services through increased access,
enhanced demand and improved quality of
care for all Entreans; and seeks value from
the synergies that exist in an integrated

approach to the delivery of primary health
care services.

Achievement of the Investment Objective
will be measured by:

»An increase in the Modern
Contraceptive Prevalence Rate from 3.1%

of women of reproductive age in 1995 to
9.3% in 2001;

*An increase in the percent of births
whose mothers were attended at least once
during pregnancy by medically trained
personnel for reasons related to pregnancy
from 49% in 1995 to 80% in 2001;

»An increase in the estimate of the
proportion of all cases of diarrhea in
children under age five treated with oral
rehydration (ORS) and/or a recommended
home fluid from 38% in 1995 to 80% in
2001; and,

*An increase in the estimate of the
proportion of households where iodized

salt is used from 0% in 1995 to 80% in
2001.

Upon completion of this strategy, 1t 1s
expected that the capacity of the Ministry of
Health to provide basic primary health care

services through the national service delivery

system will be enhanced. Interventions will
be targeted to increase the demand for,

access to and quality of an integrated package

of basic health care services. Strategic
interventions will lay the necessary
foundations and build the capacity for a
sustainable national health care delivery
system.

Targeted Customers

While significant investment will be made at

the national level (e.g. HMIS, IEC, health
financing, family planning service delivery,
IMCI), the three contiguous zones of Gash-
Barka (focusing on 4 sub-zones),
Southern/Dubab (focusing on 3 sub-zones),

and Central/Makal (focusing on 3 sub-zones)

have been selected as early impact zones for

four principal reasons: 1) the three zones are

in critical need of improved health services;

2) over half of the Eritrean population lives in

these three zones; 3) to allow appropriate
field testing of the various systems and
approaches; 4) to facilitate monitoring and
supervision of the activities; and, 5) to
enhance USAID/Eritrea’s ability to
demonstrate results. Using a set of criteria
Jointly developed by USAID/Eritrea and the
MOH, ten sub-zones and 43 service delivery
sites within the zones have been selected as
early implementation areas (See Annex A).

Intermediate Results and
lllustrative Approaches

This Investment Objective supports the
institutionalization of the Ministry of
Health’s capacity to provide integrated
primary health care (PHC) services. To
achieve 1t, access to PHC services for all
Entreans must be improved. Support
systems such as logistics and health
information systems must be strengthened;
policies which guide the delivery of health
services must be in place; and health worker
capacity to plan, manage and deliver
integrated health services needs to be

“It will take a few
years of
sustainexd effort
for comrimonly
monirared
indicator's such
as infant and
child mortality
and life
expectancy to
reflect improved
health utatus.”

World Bank,
1696
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enhanced. Service delivery infrastructure
must be improved, and the demand for
services increased through knowledge and
awareness. The quality of service delivery
must also be improved through increased
supervision and training and innovative
approaches to service delivery.

IR1: Access to lntegrated PHC
Services Improved

The Government of Eritrea recognizes the
importance of access to an effective
integrated health care system to ensure
utilization of primary health care services.
Access will be measured by the
implementation of enabling policies, the
improved capacity of the Ministry and health
workers to plan for the delivery of services;
and the availability of PHC services, such as
family planning, child health services, and
antenatal and obstetric care.

Achievement of this IR will be judged by

tracking progress against the following
primary indicators:

»An increase from 0% in 1996 to 100% in
the percentage of targeted service delivery
points where IMCI is offered;

»An increase in the percentage of
targeted service delivery points offering a
range of FP services to 100% in 2001
(baseline to be established); and,

»An increase in the percentage of deliveries
in target zones that were assisted by
trained medical personnel from 23% in
1995 to 60% in 2001.

(For a complete listing of indicators please
see the attached Performance and Monitoring
Plan).

The Ministry of Health has created an
environment conducive to the development
and rational use of policy guidelines. USAID
investments will further support the
development and utilization of the PHC
Policy Guidelines and completion and

dissemination of the National Drug Policy
and Treatment Guidelines.

Target: The proportion of health facilities
surveyed utilizing PHC Policy Guidelines in
the delivery of PHC services will increase
from 0 in 1996 to 50% in 1998.

Increased health management capacity is
critical to improve delivery of and access to
quality services. Health management
includes the collection and utilization of
demographic and health statistics, an
adequate logistics system, financial analysis
for health care planning and financing, and
manpower planning. USAID funded Eritrea’s
first Demographic and Health Survey 1n 1995
and will fully support the Ministry’s efforts
to build an effective health management
information system. USAID/Eritrea has
pioneered the use of decentralized planning
methodologies which have already been
institutionalized by the MOH and local
government.

Target: The proportion of zones using an
epidemiological profile to develop plans for
service delivery will increase from 20% in
1996 to 100% in 1998.

Financial planning for sustainability is critical
in order to strengthen the health management
capability in Eritrea. Widespread poverty
precludes much cost recovery at this time
from user fees, and it is unclear how the GSE
will meet growing recurrent costs. The MOH
is developing approaches to deal with these
issues -- such as piloting pre-payment
schemes using the existing grassroots
investment clubs (Ekub) --but needs
assistance to create financial management,
cost recovery and planning systems. These
systems, if carefully instituted, can strengthen
the Ministry’s ability to meet recurrent costs
for the delivery of health care services.
USAID assistance will provide technical
assistance to the MOH in health planning and
financing and will target the development and
utilization of a Health Financing Plan.
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Target: By 2001, revenue for health service
will equal 25% of non-wage recurrent
expenditures nationally.

The MOH recognizes that the success of
health service delivery is critically dependent
on a rational logistics system, from drug
policy, procurement, distribution and use of
drugs, contraceptives, and supplies.. The
absence of even the most basic equipment and
supplies, and the inconsistent and inadequate
supply of drugs, contraceptives, and condoms
impede the availability and delivery of quality
health care. This stems from the lack of a
comprehensive procurement plan, inadequate
logistics, and a centrally determined
allocation system for supplying drugs to the
various levels of the health system. Proper
equipment must be installed at each facility
while simultaneously establishing a national
system for the procurement of drugs and
supplies, and a comprehensive logistics
system. Laboratory services, in particular,
must be improved through the provision of
appropriate equipment and supplies as well as
through proper training,.

USAID investments in the health sector will
include the procurement of contraceptives,
technical assistance to the Central Medical
Stores and health facilities in the management
of health commodities, the rehabilitation of
the Central Laboratory and the National Drug
Quality Control Laboratory, the provision of
equipment and furniture for these
laboratories; and, the procurement of
equipment and supplies for facilities in the
early impact zones. '

USAID/Entrea also expects to work with the
MOH to improve the Ministry’s health
logistics system. This activity will be
designed with the MOH and will run for a
period of two to three years. Technical
assistance will help to strengthen the
Ministry’s ability to 1) forecast and project
needs for essential drugs, health supplies,
contraceptives and other commodities; 2)
ensure that health facilities have adequate
stocks of essential commodities; and 3) that

health personnel will understand the
importance of stock maintenance and
management.

Target: By 2001, 80% of health facilities will
no longer experience stock outs for 13
essential IMCI drugs.

Personnel limitations result in inadequate
coverage and supervision of services, weak
referrals between levels in the system and
sporadic outreach services at best. The lack of
skilled and trained personnel is a serious
constraint to the MOH s efforts to develop
programs, staff existing health facilities and
provide adequate personnel coverage for
anticipated expansion. This situation will
become even more urgent as health facilities
increase in number and client awareness and
demand for services grow.

USAID investments will provide technical
assistance to the MOH in the development
and use of a human resources management
plan, the review and development of curricula
to train health personnel in integrated PHC,
family planning and reproductive health and
to perform according to established MOH
standards. USAID assistance has supported
the development of a baccalaureate. Nursing
curriculum at the College of Health Sciences,
University of Asmara.

The lack of adequate facilities has severely
limited access to services and has
compromised the quality of services
provided. USAID assistance will be utilized
to rehabilitate, furnish and equip 43 health
facilities, two central laboratories, and three
zonal health stores. USAID assistance will
enhance the capacity of the private sector to
deliver primary health care services and will
encourage the utilization of rural drug
vendors and pharmacists in the delivery of
these services, thus easing the burden of the
public sector.

Target: The number of private vendors
selling Eritrean Social Marketing Group

“This strategy
will satisfy the
communities,
especially the
vulnerable
groups....the
children and
the women..."

Senior MOH
Official

“Eritrean
communities
nave a higher

than usual share

of households

headed by

women -- about
45% -- as a

result of the war
which killed
able-bodied

men.”

World Bank,
1996
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condoms will increase from 0in 1996 to
200 by end of activity in 1998.

IR2: Client Demand for PHC
Services Enhanced

Despite the demonstrated benefits of health
education in motivating behavior change,
there is no national health education program
providing a framework for information,
education and communication (IEC)
activities. To increase awareness and
knowledge of key child health and
reproductive health practices, there is a need
to strengthen this sector and devote attention
to substantially expanding and improving the
quality of the newly initiated [EC Unit within
the Ministry of Health.

USAID will provide funding for a technical
advisor to the IEC Unit, assist in the creation
and implementation of national, zonal and
sub-zonal IEC plans, support the development
of IEC materials and multi-media campaigns
targeting PHC messages, and mobilize
communities through work with the National
Union of Eritrean Women and the National
Union of Eritrean Students and Youth.

USAID supported activities place a high
priority on non-literacy teaching methods as
nearly 80 percent of Eritreans are illiterate.
Information on child survival and
reproductive health 1s being transmitted
through pictonial print materials, radio
dramas, community theatre and other non-
literate approaches.

Target: The number of women of
reproductive age who know at least one
modern family planning method will
increase from 62% in 1995 to 80% in 2001;
the proportion of adults surveyed who
recognize condom use as an acceptable
means of protection from HIV infection will
increase from 35% in 1995 to 70% in 2001.

IR3: Quality of PHC Services
Improved

Quality is essential to the successful delivery
of PHC services. The availability of quality
serviges in combination with increased
demand will create a environment for
sustainable use of services which will
ultimately lead to improved health status for
the population. Global experience has shown
that investments in improving the quality of
these services can greatly improve the
efficiency and outcome of these interventions.
Innovations in problem solving, self-
assessment, supervision, support and training
will be applied to facilitate quality
improvements.

The Ministry of Health in partnership with
USAID is currently developing a Quality
Policy. At the same time and in cooperation
with USAID/REDSO, MOH personnel are
being exposed to quality improvement tools
and the experiences of other African
countries. As quality improvement models
are studied and adapted to the Eritrean
context, they are being promoted in the
delivery of care at all levels of the health
system.

Because of its interest in maximizing the
efficiency of its health services, these
approaches to quality are receiving
tremendous enthusiasm and attention by the
government. USAID/Eritrea has been asked
to assist in these efforts because of its proven
comparative advantage and technical
expertise. This partnership will produce rapid
results in achieving this objective.

Target: The proportion of health workers in
targeted facilities who have been trained in
Safe Motherhood practices will increase
from 0 in 1996 to 100% in 2001 , and the
proportion of health facilities reporting one
or more visits every three months by a
supervisor will increase (baseline to be
established).



H. INVESTMENT PLAN:

PRIMARY HEALTH CARE INVESTMENT OBJECTIVE

Role of Partners and Other
Investors -

The Ministry of Health (MOH) is
USAID/Eritrea’s key partner in the design,
management and implementation of priority
activities. MOH commitment to this program
1s central to overall programmatic success.
USAID/Eritrea works closely with the MOH
at the central, zonal and sub-zonal levels to
ensure effective management and
implementation of program activities.

UNICEF is actively engaged in contributing
to the reduction of illness and death among
children and women. Universal child
immunization (UCI), ORT and control of
micronutrient deficiencies form the basis of
UNICEF’s program. A significant portion of
UNICEF assistance to Eritrea’s immunization
activities, the construction of health facilities
and the establishment of salt iodization plants
in Massawa and Assab has been funded
through grants from USAID over the past two
years.

The World Health Organization has been
most prominently working to support the
National AIDS Control Program and has
provided valuable support to the College of
Health Sciences, the Nursing School and the
EPI coverage survey. WHO and USAID,
through BASICS, will take the lead to
introduce and operationalize the Integrated
Management of Childhood Illnesses.

UNFPA has worked closely with the GSE,
the Ministry of Health and other donors to
produce the Situation Analysis of
Reproductive Health in Eritrea, to cosponsor
the Safe Motherhood Conference and to
examine cultural and traditional practices and
their impact on the health of Eritrean women
and children. UNFPA has also been actively
engaged with family life education through
the National Union of Eritrean Women
(NUEW) and the National Union of
Eritrean Youth and Students (NUEYS).
UNFPA and USAID recently co-supported a

health logistics assessment and will work
with SEATS to manage the reproductive
health component of the youth center recently
established by NUEYS with UNFPA funding.
UNFPA is also procuring the condoms and
funding the packaging for USAID’s 2-year
condom social marketing activity with
Population Services International.

BASICS and SEATS are partners with
USAID in working with the MOH to
strengthen its PHC services. Population
Services International (PSI) is working with
a local partner organization to develop a
condom social marketing activity targeting
the prevention and
control of HIV/AIDS
and other STDs.

“For example,
there are 54
health centers in
the Region and
they should
have been
enough. But,
there are not
enough health

OMNI focuses on
strengthening the
iodization of salt,
increasing public
awareness regarding
the importance of

officers, there micronutrient,
are only 313 building the capacity
health officers. of the MOH to
This is half of manage the national
the need.” [EC program and
assessing the needs
Governor, for Vitamin A and
Gash-Barka, iron folate
1997 supplement
availability and

service delivery
points. BASICS, SEATS and OMNI will
work with the MOH at the central level to
strengthen the Ministry's capacity to manage
the effective delivery of PHC services.
Implementation of BASICS' and SEATS'
zonal and sub-zonal activities will take place
in the targeted zones. While OMNI will also
work 1n the three zones to increase awareness
regarding IDD and other micronutrient
deficiencies, activities specific to salt
1odization will be implemented in salt
producing areas, i.e. Massawa. The MOH has
requested that PSI initially work in Assab,
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Massawa, Asmara and Keren.

Africare and World Vision maternal and
child health activities, funded through
USAID/W as BHR/PVC Child Survival
Matching Grants, support the goals and
priorities of the Ministry of Health. Their
programmatic efforts will benefit from
investments made to the health sector by
USAID/Eritrea and other donors. (See Annex
B for a more detailed description.)

Peace Corps is also considering involvement
in health education and is using Special
Project Activity funds from USAID for
sanitation and water supply.

The U.S. Department of Defense Liaison
Office is a partner through coordination of
Title 10 humanitarian assistance funding. In
the past such support has included equipment
and furmshing for non-target health facilities,
training of medical personnel, and health
facility engineering assessments. The DOD
has also committed to drill water wells for

four health centers in the Northern Red Sea
Zone.

Leveraging support from donors: It is the
policy of the GSE that leveraging resources is
solely within their purview and discretion.
Although USAID/Eritrea maintains active
dialogue with in-country partners to more
effectively coordinate resources and program
activities, 1t 1s essential to emphasize that the
GSE 1s in the driver’s seat -- USAID and
other donors respond to their requests. The
role of the donor community in Eritrea is a
supporting role. So, although the donor
community works to respond to MOH
requests and leverage resources for specific
activities such as EPI, 1t is always within the

context of the direction, control and mandate
of the GSE.

The GSE has actively leveraged resources for
national water systems development.

Several players are involved including the
Kuwait Fund for l:conomic Development, the

Arab Bank for African Development, OPEC,
GTZ and KFW as well as the European Union
and JICA. UNICEF has also been involved in
the development of water systems at health
facilities. Consequently, USAID/Eritrea has
limited involvement in the arena. The MOH
recently requested, however, that USAID
fund the construction of a health center
(including a water system) in a remote area
of the Northern Red Sea Zone. The activity
will be implemented through Africare with
Mission funding.

Sustainability

Central to USAID/Eritrea’s and the MOH’s
investment strategy is the need to enhance the
Ministry's capacity to plan and manage a
sustainable primary health care system.
USAID/Eritrea's investment package relies on
the Ministry’s development and delivery of
PHC services and focuses specifically on
effective program management; and,
institution and capacity building.

The Ministry of Health’s leadership ensures
commitment to the program and will enhance
the sustainability of project components and
its overall success.

In support of the Ministry’s decentralization
policy, the strategy is designed to maximize
involvement throughout the health care
system, from the national level to the sub-
zonal level. Close
coordination at all

levels will help to

“the prevalence
ensure that

of HIV infection is

higher than management and
thought earlier, planning for health
presently services is
occurring mainly decentralized, the
in the urban necessary players are
centers.” involved and that
issues specific to each
Wo:lgggank. level of service

delivery are
recognized and
integrated into the
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overall plan.

USAID/Eritrea’s assistance to the Ministry of
Health recognizes the importance client
awareness and demand for services as key to
sustainable people-level impact.

While financial sustainability will not be
obtained during the life of this strategy,
USAID/Eritrea’s investments in technical
assistance, financial management, cost
recovery and planning systems will provide
the foundation for future financial
sustainability.

Critical Assumptions and Risks

In order to ensure the success of the strategy

outlined above, the following assumptions

have been made:

¢ The Government of Eritrea will
maintain political commitment and
support for a decentralized, integrated
primary health care system;

¢ Adequate USAID and MOH
resources will be available to achieve
the IO;
and,

¢ The GSE, donors and communities
will continue their support for
primary health care service.

There are certain risks which could hinder the
increased use of sustainable, integrated

primary health care services by Eritreans.
These include:

¢ Large influx of refugees further
straining the country’s social
infrastructure;

¢ A major drought limiting national and
household food security;

¢ Religious/cultural opposition for

family planning and other types of
reproductive health care;

¢ A dramatic reduction in GSE and/or
donor resources/commitment for
PHC;

¢ Donor/NGO assistance overload with

a lack of centralized MOH

coordination resulting in duplication
of services and/or gaps in assistance.

Crisis Modifier

Planning has begun in cooperation with the
GSE and the U.S. Embassy’s Military Liaison
Office to determine how current assistance
and experience can best be used and shifted to
meet demands caused by a potential crisis.
Because of the significance of the
USAID/Eritrea investments in the sector and
the geographical focus given to Gash-Barka, a

zone likely to have an important role in éOut'fidehthe
refugee movements or drought, si?upal ﬁa;rt‘ i:“
USAID/Eritrea will be able to play an .

) e di b . chronic, and
important role in responding to these crises. primary health

In the event of a crisis, USAID/Eritrea will
take the lead in coordinating a U.S. response
with the GSE, OFDA, DOD and others, and
will shift resources accordingly. An action
plan will be developed in the next 6-12
months in partnership with the GSE and will
be available for review at that time.

care is crucial to
bringing down
infant and
maternal
mortality rates.”

ElU, 1996

3. Relationship to GHAI Goals
and Principles

This Investment Objective:

» Emphasizes several key elements of the
GHAI through Eritrean ownership of the
strategy, a high degree of strategic
collaboration among partners, and builds a
platform to prevent conflict by meeting
essential human needs and providing social
services in Eritrea;

» Contributes to sustained economic growth
and development by enhancing the physical
well-being and productivity of Entrea’s
population,

» Addresses the critical health needs of all
Eritreans, but especially infants and young
children and the reproductive health needs of
women and adolescents;

» Will help reduce population growth rates in



Il. INVESTMENT PLAN: PRIMARY HEALTH CARE INVESTMENT OBJECTIVE

Entrea to levels consistent with sustainable
development as well as unwanted
pregnancies, child mortality, maternal
mortality and STI/HIV transmission among
key populations;

» Will help the Eritreans to provide
integrated health care services which are
responsive and accountable to all health care
consumers in Eritrea.

“We are not going to build any
more (clinics). Let's use what we
already have.”

Minister of Health
1997
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F. INVESTMENT OBJECTIVE 2:

Increased income of enterprises,
. primarily rural, with emphas‘is on
exports.

USAID/Eritrea has a special opportunity to
be a partner in growing a new generation
of private enterprise and investment in
Eritrea. By 2002, Eritrea's private sector
and foreign investment will begin to “take
off” with thousands of new and expanding
enterprises, sharply increased exports,
and economic growth rates in excess of
five percent in northern and western areas
with consequent increases in incomes.

1. Opportunity Analysis
The Problem

Eritrea is one of the world’s poorest and
most food insecure countries. Even in a good
year of agricultural output, half of the
population require food aid, which rises to
80% during times of drought. In the short
run, the country's major problem is
increasing the availability of food, and the
capacity of the rural population to buy food.

The income of much of the population in
Eritrea, particularly in rural areas, is $217-
254 per annum, far less than the Sub Saharan
African average of $490. Industry is nascent
and rural households have limited access to

productive assets such as draft animals and
land.

While many marginal rural areas are not well-
integrated into the national (food) economy,
trade between the center and provincial
capitals 1s fairly efficient, although dominated
by a small number of large traders. Market
entry by small traders is restricted not only by
the poor quality of rural roads, but also by the
lack of access to reliable, low-cost

transportation and limited access to
investment capital.

In order to achieve food self-reliance,
households must generate the income and the
country must generate foreign exchange for
the purchase of food and essential
development inputs and consumer goods.
Thus, the solution for food security will have
to focus on enterprise development which
will help to increase land under production
and boost agricultural and non-agricultural
productivity, consequently leading to
increased production and exports. This will
establish the foundation for sustainable

improvement in rural incomes and, therefore,
food security.

There are fundamentally two types of rural
economy in Eritrea, the central highlands and
the lowlands. The central highlands, which
are crowded and lack sufficient rainfall to be
a source of agricultural growth, contain sixty
percent of Eritrea’s population. The
lowlands, partly along the Red Sea littoral,
but more importantly in the southwest of the
country, near the borders of Ethiopia and
Sudan, are suitable for irrigation as well as
extensive rainfed agriculture and livestock,
but are largely underpopulated. Land here is
commercially farmed much more extensively,
although management and technology need
considerable upgrading. Outside of the few
towns where small traders and services are
prevalent, most of the enterprise in these

areas 1s currently subsistence farming and
pastoralism.

Constraints

The major constraints to expanding

enterprise in Eritrea can be divided into five
categornes:

Financial Services: Lack of access to
financial services is a major constraint to
enterprise, especially in rural areas. Entrea’s
limited financial system currently consists of

“Crop cultivation
and animal
husbandry

account for 60%

of rural incomes,

although in the
lowlands,
livestock income
is more
important.”

World Bank,
1996
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three banks, one insurance company and
some donor/NGO funded credit schemes.
The government-owned Commercial Bank of
Eritrea (CBER) dominates the financial
sector. The second major bank is the
Housing and Saving Bank, which is owned by
the Peoples’ Front for Democracy and Justice
(PFDJ). A development bank is being
established for longer-term financing.
Although the CBER has several rural
branches and has plans to broaden its range
of services and to expand from its urban base
into rural areas, the rural areas in the target
region are barely served by formal financial
institutions at the present time. Despite
numerous problems, the CBER is a well-run
bank, somewhat more conservative than
commercial banks in most African countries,
with a broad and performing loan portfolio.

[t currently has an excessive liquidity (a
deposit loan ratio of 5:1). Its problems
include: staff shortages; archaic policies,
procedures, authorities and fee structures,

limited computerization; and limited outreach
into rural areas.

Information: The years of war, drought,
and Ethiopian rule have led to isolation from
the dynamic changes going on in international
markets, even though there is a strong trading
tradition in Eritrea (horticultural exports
reached $100 mullion in the early 1970s).
Lack of information on regional and foreign
markets, new technologies, structures for
organizing individual producers into
associations serving the needs of agriculture
for both inputs and marketing services, prices
in local markets, and new markets and
investment opportunities are a major
constraint to enterprise development and
growth.

Business Skills: Many of the new
enterprises will be formed by returning
refugees and by ex-fighters. The ex-fighters,
in particular, have a broad variety of technical
and managenal skills, but limited experience
1in accounting and running a business. The

private sector in Eritrea has been so
suppressed by war and by the socialist
policies of the Derg, that basic business skills
(such as accounting, marketing, inventory
control) are in short supply.

Infrastructure: Certainly one of the most
critical constraints to economic growth in the
target region is the rebuilding and expansion
of rural roads, catchment dams, and other
public works. Much infrastructure was
destroyed or has deteriorated. Current
transport costs, particularly from the high
potential areas in the southwest, are quite
high. Water 1s a limited resource and is not
well-managed. Catchment dams need to be
repaired and irrigation canals cleaned out or
rebuilt.

Agricultural Inputs: The markets for
fertilizer, seeds and equipment in the
commercial agricultural sector are largely
undeveloped. Although the Ministry of
Agriculture (MOA) runs a tractor leasing
program which it intends to privatize, the
commercial agricultural sector is severely
underserved and the agricultural sector in
general is virtually unmechanized. There are
almost no rural dealers in spare parts for farm
machinery or irrigation pumps.

Opportunities

The GSE is determined to take advantage of
the country’s location and historic trade
linkages and has developed an economic
growth strategy that will not only increase
national income but also improve the incomes
of Eritreans. This outward-looking and
determined strategy can produce economic
growth rates well in excess of 5% per year.

In the past, Eritrea was a major exporter to
the Middle East, and, to a lesser extent, to
Europe. In 1965 alone, Eritrea exported
bananas worth US$45 million to Saudi
Arabia. Prior to the liberation war, Eritrea
factories produced textiles, shoes, soaps and

“Itis likely that
achieving food
security through
increased export
earnings may be
a more viable
prospect than
achieving food
self sufficiency
through
domestic
production.”

World Bank
1994

“But the real
hindrances to
investment are
the low capital
base and the
lack of
management
skills.”

ElU, 1996
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detergent, leather goods, and canned goods
which found ample markets in Ethiopia,
Sudan, the Gulf States and Europe. Although
much of this industry remains largely intact,
“processing equipment is outdated, and the
markets have shifted to other suppliers.

{
While the lack of any investment in the past
thirty years has diminished the supply and
availability of production (agricultural and
industrial) inputs, and subsequently output,
the existing business mentality and private
interest in rebuilding a vibrant economy
serves as a solid base to support a significant
level of enterprise development and
expansion.

USAID has a comparative advantage in
strengthening enterprise and thereby can
provide key inputs to help expand enterprise
and output, and consequently raise rural
incomes. Initially it is expected that the
greatest potential for enterprise development
in the target region will be in agriculturally-
related activities.

Conditions that are favorable to rural
investment include:

¢ The GSE’s long-term vision and
development strategy gives significant weight
to export-led growth through agricultural
development and expansion, the privatization
of state-owned corporations, and foreign
investment.

¢ Demand for horticultural products in the
Gulf States area appears to be strong, and
Entrea is geographically positioned to be a
strong competitor in the Gulf States’ market.
¢ The financial system’s current excess
liquidity can meet enterprise development
and expansion demand (production supplies,
equipment and spare parts).

¢Electrical power is adequate in the main
towns and the GSE 1s commutted to
improving infrastructure, roads, air and sea
ports, irrigation facilities, and building micro-
dams throughout the highlands.

¢ Entreans have a strong national pride,

work ethic, and a high level of
entrepreneurship, with 43% of enterprises
managed by women.

Results To Date

USAID/Eritrea has had experience over the
last few years with a variety of enterprise-
related support: reintegration of returnees,
demobilization of fighters, mipro-credit,
small enterprise development, pest
management, irrigation schemes, and trade
and investment missions.

The micro-credit program was a pilot activity
with demobilized women and women heads
of households. With a modest investment,
55 micro-enterprises have been started or
expanded in 1996. So far, the repayment
rate is 100%.

Assistance to returning refugees composed of
prepared land, agricultural hand tools, tractor
services, seeds and livestock has provided
1,700 families with the means of beginning
a new life in Eritrea. The appearance of a
variety of shops for goods and services in
early resettlement sites indicates that new
enterprises are forming with consequent
income growth.

The provision of tractors with accessories for
use by returnees and demobilized fighters at
five settlement sites and a commercial farm
has led to additional land under cultivation
with demonstrably increased production at
these sites.

Locust control training was highly effective
and resulted in the early identification of a
potential locust upsurge and early aerial
spraying, preventing a devastating crop
loss in 1995. An integrated pest management
training program and the ongoing research on
biological control of locusts also promise
similar impact.

A PL-480 Title II PVO investment is

“In this
predominantly
rural country
therefore,
opportunities for
and ability to
participate in
trading and
service activities
appear to make
a critical
difference.”

World Bank,
1996
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successfully building a 4000-hectare
irrigation system in a remote, food
deficient region. Popular participation by the
resident population and the deployment of a
contingent of National Service Youth by the
Ministry of Defense attest to the
commitment of the resident communities
and the GSE.

USAID support is also improving water
resource and a large agro-industry
investments. It also enabled the first
Eritrean investment mission to the U.S.
and horticultural trade mission to Saudi
Arabia.

Thirty-five metric tons of PL-480 Title III
wheat helped alleviate a food crisis, build
reserve stocks, and provided 45.6 million
Birr for rebuilding rural roads
(approximately 200 kilometers).

2. GSE Policies and Priorities

The GSE’s Macro Policy states that the
objective of the development strategy is the
establishment of an efficient, outward
looking, private sector led market economy,
with the government playing a proactive role
to stimulate private economic activity. It
views the key to achieving its economic goals
as rebuilding its manufacturing, agro-
industry, export and finance capability.

The GSE’s Food Security Strategy stresses
that food security s not self-sufficiency and
that the nation’s food supply will be secured
through a combination of increased domestic
production and commercial imports
purchased with export revenues and income
from non-agncultural employment. The
policy commuits the GSE to attain food
security at the national level in a decade. The
GSE's approach to improved food security,
poverty alleviation, and agricultural
development 1s based on increasing incomes
by:

» Agricultural diversification

» High value and export products

» Improved farming practices and natural

resource conservation

> Small scale irrigation

» Revitalization of services and light
industry

» Building necessary infrastructure

Several intensive sessions with a multi-
sectoral working group and consultations with
the President’s Office emphasized that
increasing rural incomes would depend on
accelerated growth of enterprises with income
and employment multipliers in rural areas.
Accelerated growth of enterprise depended on
technology transfer and training, marketing
linkages, rural infrastructure and access to
credit. Due to other GSE programs and
investments, it was jointly decided to focus
USAID’s investment on agriculturally-related
enterprises from the small to medium-scale in
three under-served regions. This focus would
fill a broad gap between large investments
and micro-credit in rural areas. Thus, this
Investment Objective is a major contribution
to the GSE priorities.

3. Investment Objective

Increased income of enterprises,
primarily rural, with emphasis on
exports.

This Objective focuses on economic growth
in rural Eritrea primanly through rural-based
enterprises. It is centered on developing
service, production, processing and marketing
enterprises, with particular emphasis on high
value agriculture. As such, the Investment
Objective fits squarely within the GSE's long-
term vision and development strategy.

The Investment Objective will positively
impact small holders and the incomes of the
poor through growth of and investment in
small to medium enterprises, and consequent
increased employment and rural wages,
reduced transport costs, and increased

“Eritrea has a
relatively
sophisticated,
although now
dilapidated,
industrial
capacity.
Processed
foods, soft and
alcoholic
drinks, textiles
and leather
goods,
construction
materials,
metal,
glasswork and
petroleum
products are all
produced
locally.”

ElU, 1996

I
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demand for rural services. Multiplers of
increased rural incomes and demand for
manufactured goods, and services, should
lead to a significant “spread effect”.

The Objective focuses on enterprise growth
1n the north and west of Eritrea, from Om
Hajer in the far southwest, through the
towns/cities of Teseney, Barentu, Akurdet,
Keren, and north of Massawa. This “growth
cormndor” serves as the marketing channel for
the largest expanse of agricultural and
pastoral land in the country, and is the site of
the single largest enterprise, the Alighidir
Cotton Scheme. Much of this region has high
agricultural (including livestock and
fisheries) production and potential for
irrigation. It also faces Sudan and thus is the
main resettlement area for returning refugees
from Sudan.

Over the medium-to-long term, the increased
production and productivity will result from
the acceleration of investment and growth of
enterprises in the target region. Small holders,
the poor and returning refugees in the
targeted rural areas will be positively affected
by decreased prices, increased employment
and rural wages, and improved infrastructure.
This Objective contributes to enhancing
national income and food security through
generating additional foreign exchange and
household income. Increased production and
incomes should result in nutritional benefits
as well, which will have a cross-over effect
on the primary health care investment
objective.

Achievement of the Objective will be
measured in terms of annual gross income
and equity of assisted enterpnises, as well as
the “multiplier effects” in terms of rural
incomes and employment associated with the
growth of these enterprises. The measure of
equity for assisted small enterprises, without
formal financial management systems, will be
assets histed on loan applications. Once the
baselines have been established, it is

projected that gross income and equity will
increase by at least ten percent per annum.
The multiplier effects should cause similar
increases in additional rural income and
employment and will be measured by surveys
and proxie indicators.

Over the life of the project, the expected
returns for our investment include:

° Over 2,000 enterprises will have
received assistance.

° Employment at assisted enterprises
will increase by at least 50%.

° Income generated from assisted
enterprises will increase by more than
30%.

o Owner equity at assisted enterprises
will increase by over 50%.

o The volume of trade transported in
the targeted region will increase by
100%.

° The value of exports from assisted

enterprises will total more than $10
mullion (about 10% of current annual
national exports).

° Foreign investment in targeted areas
will reach $12.5 million.
° The government will have divested or

privatized 37 state-owned enterprises.
Customers

Enterprises in the program’s target regions
will range from community-based
smallholder associations and entrepreneurs
and associated marketing, input, and service
enterprises to larger, more formalized
businesses with external investment. These
include:

» Banana and horticulture grower
associations,

» Ex-fighter/returnee settlements involved in
extensive rain-fed agriculture of staple food
crops, with potential to develop sesame
production for export;

»The Alighidir Cotton Scheme: 2,500 ex-
fighters and returnee farmers;

»Urban processing, marketing, and

“Women in
Eritrea have had
more secure
access to land
and other
productive
assets than is
common
elsewhere in
developing
countries.”

World Bank,
1996
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services businesses supporting rural
enterprnise and employment;

»Service businesses established to support
larger extractive industries or other foreign
direct investments; .

»  Micro-entrepreneurs who establish a
business through group-lending
intermediaries. :

There are three categories of assisted
enterprises: those receiving financial
services, those receiving direct assistance,
and those receiving indirect assistance due to
the facilitation of external investments. Each
assisted enterprise will be screened for
environmental impact and mitigation
measures. By 2002, it is expected that 2,600
enterprises will have received direct financial
and other services.

Intermediate Resuits and
INMustrative Approaches

IR1: Increased skilled employment
in assisted enterprises

A higher rate of skilled employment in
enterprise 1s expected to improve the business
planning, management, technical
performance and production output which
will result in higher incomes of the enterprise.
Increased income of an enterprise will also
allow 1t to employ additional skilled labor.
USAID/Entrea 1s not entirely accountable for
this IR since the GSE and other donor
partners have primary responsibility.

Planned activities include business skills
development and the 1dentification and
expansion of entrepreneurial potential.

Training related to obtaining credit will
increase the skill level of entrepreneurs which
improves their ability to make good business
decisions. Women will particularly benefit
from these programs due to their known
discipline in loan repayment. Farmer

associations and cooperatives will provide
opportunities for business and vocational
training for their members. Several NGOs
have ongoing business and vocational training
programs in the target areas.

This IR directly supports the GSE’s food
security strategy which calls for the creation
of “... non-agricultural employment
opportunities and raising the purchasing
power of the people”. The bulk of the
responsibility for improved skills among the

target population rests, however, with the
GSE.

Achievement of this IR will be measured
through a review of applications for repeat
loans and surveys which show increased
employment of skilled personnel in a given
enterprise.

IR2: Value of domestic goods &
services sold by assisted enterprises
increased

With an increase in value of domestic goods
and services sold, enterprise income will
increase and contribute to achievement of the
Investment Objective. To achieve this IR,
production and productivity of enterprises
will be raised through technical assistance
and technology transfer as much as through
business training and the improved access to
financial services.

The financial system in Eritrea is very
immature as would be expected in a young
country. The country’s two banks have
limited outreach in rural areas. No other
credit lending financial institutions exist.
Addressing the internal constraints of the
major commercial bank (CBER) at the central
office will permit the CBER to branch out
further and faster into the rural areas, and
make improved and more varied financial
services available to a larger customer
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population. Improving the financial services
of the major commercial bank will also
permit that institution to compete if and when
foreign commercial banks open branches in
Eritrea.

Well tailored credit and savings facilities that
are easily accessible and responsive to the
needs of individual enterprises will be
essential to increase production and
productivity. Lending to women will increase
due to the greater accessibility of financial
services and by newly-recruited female loan
officers.

Enterprises that can benefit from financial
services, business training, technical
assistance and technology transfer range from
welding shops and small food processors to
packaging and transport enterprises in the
target areas. On the coast, fishermen who
wish to obtain financing for better fishing
equipment and boats or to set up marketing
links have equal access to the financing,
training and technical services.

Increased agricultural production and
productivity will be achieved in target areas
through the provision of irmgation
technology, improved products and
production practices, more available inputs at
lower cost, and new marketing outlets.

PL-480 Title Il resources in the form of
monetized proceeds will contribute to the
achievement of this IR in areas where spate
irngation 1s appropriate. The improvement of
secondary roads as a result of PL-480 Title III
monetization will reduce transport costs for
goods and services to target areas, which wiil

positively affect quantity and quality of goods
sold.

Progress towards this IR will be tracked
through the review of bank records and loan
applications which provide information on
the enterprises financial statements and, as
necessary, area surveys.

IR3: Increased value of exports from
enterprises

Considerable scope for exports exists for
products from the manufacturing and
agricultural sectors. Leather and leather
goods, yarns, fabrics and clothing could find
regional and international markets. Many
agricultural products such as oilseeds, fruits
and vegetables, flowers and spices are good
export products. Horticultural products are
expected to be a major component of exports
generating much needed foreign exchange to
procure production inputs and staple foods
that are not sufficiently produced
domestically.

Initial activities will focus on improving the
quality and quantity of horticultural export
products (e.g. banana, bell pepper, water
melon, sweet melon and tomato) and the
expansion of export marketing opportunities
in the Gulf States. Fisheries, particularly
processing and marketing, also offer
considerable potential for the development of
export markets. At the local level, increasing
exports from enterprise will produce more
income opportunities and employment as well
as upstream and downstream linkages to other
enterprises. A preliminary marketing trial in
Jeddah showed promising results for the
improved Eritrean banana. Critically needed
technical and marketing information will be
more available to enterprises focusing on
exports, as well as improved trade related
financial services.

The achievement of this IR directly supports
the GSE’s food security strategy by focusing
on “..high value crops, livestock and fisheres
in order to encourage exports”. Tracking the
value of export sales from the assisted export
businesses will indicate progress towards
achievement of this IR.

IR4: Private sector liberalization
and privatization policies
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implemented

Liberalization of the private sector and the
privatization of state-owned enterprises are
key to the development of a dynamic
economy and to the achievement of this
Investment Objective. The main
responsibility for actions towards this IR rests
with the GSE, although USAID/Eritrea
supports it through dialogue, institutional
linkages, and its Democratic Governance
Investment Objective. The enactment of
improved monetary and fiscal policies will
create the enabling environment for a vibrant
private sector led economy. Rapid
privatization of state-owned enterprises will
encourage private investment which will
benefit from improved and reliable financial
and technical services.

The achievement of this IR will be measured
by the implementation of simplified licensing
procedures and of the privatization of state-
owned enterprises.

Role and capacity of partners and
other investors

The following are partners 1n the Investment
Objective:

The National Confederation of Eritrean
Workers (NCEW) has been actively
working to establishing a cooperative
association and a draft of cooperative laws for
private sector development in Eritrea. The
implementation of the policy would be the
legal basis for establishing cooperatives. The
cooperatives would be running viable
enterprises which would lead to attaining
increased income.

European Union (EU) is working with the
Minustry of Construction on upgrading and
rehabilitating primary and secondary roads.
The EU 1s also financing a feasibility study
of secondary road rehabihtation in Eritrea.

Eritrean Community and Development
Fund (ECDF) is a muiti donor financed five
year program (IDA, Netherlands, Italian,
Belgium) under the trust fund of the WB. The
Fund and local community also share the total
cost of socio-economic infrastructure as well
as micro-credit activities in the areas of
agriculture and traditional crafts.

ACCORD has been involved in designing a

micro-credit and savings program which has
been going on since 1994.

World Vision (WV) is providing micro
credit to female ex-fighters and households
headed by women to establish small scale
enterprise and small scale irrigation activities.

African Development Bank (ADB): The
ADB is supplying the MOC with heavy road
construction machinery which enables the
MOC to upgrade its capacity to execute

programs focused to improve key rural
infrastructure in the target region.
Intergovernmental Authority on
Development (IGAD) is in the process of
coordinating financial assistance to its

member countries

(including Eritrea)
“Because of the to rehabilitate
small size of the transportation and
Eritrean communications
economy, infrastructure.
significant
economic IFAD in
growth and cooperation with a
transformation Belgium grant of
can only take $5.3 million, has
place lf.Erltrea loaned $12.7 to the
opggz:?rlltifieas"for GSE fqr the
export of goods rehablhtatlon and
and services expansion of spate
and is open to irrigation systems in
foreign Sheib and Labka.
investment.”
Canadian
World Bank, Foodgrains Bank
1996 is supporting
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ERREC in developing a household food
security monitoring system.

The new American Business Council
provides a forum for discussion of issues and
investment information for U.S. businesses
currently or potentially investing intEritrea.

The activities supported by the institutions
listed above have a significant role in the
overall accomplishment of this Investment
Objective.

Sustainability

The GSE's vision for economic growth
centers on a vibrant private sector in a
competitive, open economy with active trade
and export. Private sector initiative is the
hallmark of this Investment Objective and the
pillar of the sustainability of the results to be
achieved. This commitment to the private
sector includes the privatization of state-
owned corporations and contributes to the
sustainability of the support to rural
enterprises.

The upgrading of support services will create
greater demand for services and increased
responsiveness on the part of the service
providers. Although provided initially
through the Commercial Bank, the impetus
for these activities 1s based upon private
sector imtiative, and will benefit from the
liberal investment policies of the GSE. Trade
linkages within the region are good and are
expected to increase significantly within the
time frame of the planned activities.

Rural financial services are expected to be
sustainable because they result from
improved banking efficiency and standards,
policies and procedures. The automation of
record keeping and the empowerment of
branch managers will also improve
sustainability. The GSE's soon to be
finahzed banking proclamation will enable
the privatization of the banking system.

Entrepreneurs who will have transformed
their enterprises through technology
upgrading and/or managerial improvements --
including the establishment of sound business
plans «- are likely to prosper and will continue
to look for ways to improve their operations
technically, financially and managenally.
Key rural infrastructure will be maintained
by local administrations (i.e. rural roads) or
by benefiting communities (i.e. diversion
weirs).

Critical Assumptions and Risks
The following assumptions have been made:

¢ A favorable macroeconomic policy remains
in place and structural policies are
implemented;

¢ Privatization polices are implemented,
particularly in the areas of agricultural inputs
and agricultural services; 4

¢ Investment rules for both foreign and
domestic investors continue to attract external
investment;

¢ The foreign trade and exchange regime
remains liberal with
limited tariffs, no

“However, our export taxes, and no

po“cy of quantitative
privatization restrictions.
didn’t start now. ¢ CBER and/or new
It is something banks will establish
t:iar: hzz ts"_ane"e a capital investment
l?bergtion 'T'C] o fund to provide for
first step of equity capital build-
privatization the up, and foreign
government took |l exchange for the
after liberation start-up or expansion
was the .
returning of of largef enterprises;
houses to their ¢ The highway from
proper owners.” Keren to Teseney is
rebuilt and the
Governor, Ministry of
Bank of Eritrea, :
1997 Construction can

implement needed

“We are
encouraging
companies to
aim at export-

oriented

production.
According to our
current policy
any one who
exports goods
from Eritrea can
expect to keep
the dollar she/he
makes.”

Governor,
Bank of Eritrea,

1997 |
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road improvements in the target region,
#Land tenure and long-leases are ensured
and expeditious;

¢ Telecommunications in key rural towns
are improved;

¢ The GSE will be able to bring
additional electricity generation on line in
the target region as demand increases;

¢ Ground water aquifers are adequate to
support significant expansion of
agribusiness activities in the target
region.

Crisis Modifier

Two types of potential crises are considered
in this Investment Partnership: 2 major
region-wide drought and a large population
displacement (either the return of Eritreans
from Sudan and/or an influx of Sudanese into
Eritrea).USAID/Entrea maintains close
contact with the GSE (ERREC and the
Ministry of Agriculture) and with UNHCR on
these contingencies. With the likely
imminent downsizing of the UNHCR,
USAID/Eritrea will soon initiate its own
contingency planning exercise (using a recent
UNHCR-ERREC Contingency Plan) with the
Embassy Country Team. Itis anticipated that
representatives from BHR/FFP and OFDA
will be mvited to participate in this planning
exercise. Should either crisis scenario occur,
USAID/Entrea will work closely with the
Embassy Country Team, USAID’s
BHR/OFDA and BHR/FFP, other donors,
and the GSE to coordinate response.

Drought and its Effects on Food Security:
USAID/Eritrea’s response to a serious region-
wide drought could include the diversion of
the local currency generated under PL-480
Title 111 planned for road rehabilitation, for
the purchase and distribution of additional
domestic food grains from Ethiopia. Other
near term alternatives could include the

VA funde which can be diverted

commodities in an emergency, and the
authority to transfer a maximum of 15% of
PL-480 Title II funding to Title IIL.
Modifications to ongoing or planned
assistance to enterprises would be determined
by the magnitude of the crisis and the
assistance required, in close consultation with
the GSE, USAID/W and other partners.

The most severe threat would be if the
regional drought seriously affected the best
agricultural production areas in Ethiopia and
the mechanized farming area in Eastern
Sudan concurrently. Asin 1983, this scenario
would be a regional disaster. Ethiopia and
Sudan would also need to import significant
amounts of staple food and Eritrea could not
meet any of its needs from regional surpluses.
Consequently, food aid imports would be
needed in all three countnes. This scenario
would probably bring assistance under this
objective to a halt, and USAID in
collaboration with the Embassy and the GSE
and the international donor community would
move into a disaster mode, with a disaster
declaration for OFDA funding of large-scale
massive food imports. The GSE has taken
actions (with German, EU and WB
assistance) to improve the capacity of its
ports and primary road networks thus
improving emergency import and distribution
capacity.

Population Displacement from Sudan: The
political situation 1n Sudan could force the
estimated 125,000 Enitreans 1n Sudan camps
and even a greater number of Sudanese to
cross the border into Eritrea, initially in the
western lowlands. The extent to which the
GSE would need logistical and commodity
assistance to respond would dictate how the
activities under this Objective would be
modified. These activities would assist the
GSE and UNHCR (in collaboration with
State/PRM) to establish temporary camps and
meet food, water, shelter, and health needs for
both returnees and refugees. The GSE
erently has (thanks to PT.-480 Title 1II) a
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nascent food stock. However, this will
require close monitoring. The magnitude of
such a crisis, the capability of the GSE and
the availability and timing of international
community assistance would determine the
magnitude of modification of
ongoing/planned activities.

USAID/Eritrea and the Embassy closely
monitor and will carry out contingency
planning on these two crisis scenarios.
USAID/Eritrea will make another attempt to
increase FEWS presence in Eritrea and will
continue to help strengthen the GSE’s early
wamning system (EFIWS) and the regional
early warning network. With the downsizing
of WFP and UNHCR in Asmara, the U.S.
Mission’s role in crisis monitoring and
response has increased. Modifications to the
Investment Objective under either crisis
scenario could range from minor shifts in
funding and delays in 1.O. implementation to
a complete shut-down of all development
activities. In such cases, USAID/Eritrea
would request replacement funds to
compensate for the funds allocated to crisis
resolution. During the hiatus, performance
measurements towards IRs would be
modified or interrupted as appropriate to the
magnitude of the crisis and new results
related to emergency activities would be
developed as appropnate.

4, Relationship to GHAI Goals and
Principles

This Investment Objective contributes
squarely to the goals of the Agency and the
GHAI. As explained earlier, the rural
enterprise approach is expected to lead to
increases 1n agricultural production, to higher
incomes 1n rural areas from increased
production, improved productivity, and better
employment, and to greater foreign exchange
earnings (from ¢xports) to import food -- all
primary to broad-based economic growth and

food security at the national and household
level.

This approach, focused as it is in poor areas
adjacent to Sudan, will also enhance socio-
economic and political stability through
production that is less drought-prone, income
and employment “multipliers”, as well as
strengthened urban-rural linkages and intra-
and inter-regional trade -- all important
factors in crisis prevention.

This Investment Objective is also responsive
to the GHAI principles. It is fully Eritrean
“owned”, building on Eritrean institutions
with minimal external management and
derived from explicit GSE priorities. It is
strategically coordinated, both filling a large
gap in Eritrean and other donor programs and
providing a linkage between “grassroots”
programs (e.g. PC, DOD, NGO, UNHCR)
and larger trade and investment initiatives
(e.g. Department of Commerce). It promotes
regional business, trade and investment
linkages, and will help stimulate a “frontier”
rural economy.

With regard to relief and development, small
enterprise development is an important
linkage by providing income and
employment opportunities for the displaced
as well as longer-term sustainable, economic
growth. Finally, with its focus on the poor
northern and western areas which are both
adjacent to Sudan and drought-prone, this
Investment Objective recognizes potential
sources of instability and seeks to eliminate
them, while also contributing to overall
national economic growth.

“Private foreign investment is
envisaged to pick up slowly while
Eritrea’s social and economic
infrastructure is being rebuilt and
the policy reforms are intensified.”

IMF
1996

Eritrean Food
Security
Strategy

Objectives

Increasing
agricultural
production

Creating non-
agricultural
employment

Establishing food
reserves

GSE, 1996

B it s
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G. | VEST ENT OBJECTIVE 3:

Increased capacity for accountable
governance at local and national
levels.

Well-targeted capacity building
investments from USAID will help Eritrea
to establish the systems of accountable
governance. By 2002, Eritrea will have
active, elected local and national
assemblies, a democratic constitution with
judicial review, a legal code and
functioning rural courts, streamlined and
decentralized government, and expanding
business, special interest, and community
organizations.

1. Opportunity Analysis

The Problem

Entrea’s determination to achieve a new kind
of nation -- with a clear eye to the many
failed states in Africa -- is a special asset in
building from scratch its societal and
governmental structures. While the goal of
democratic government is unequivocal,
Eritrea’s leadership, with strong popular
support, 1s similarly determined that the
formation of this government be on its own
terms, 1n its own way, and on its own
timetable.

Although local participation was a halimark
of the struggle, the transition from a military
structure to national civilian government has
been the paramount challenge Some
elements of the transition have been difficuit
Mihtary demobilization, while generally
expeditious and well-managed, caused
disenchantment among some ex-fighters. The
transitional government still bears elements

of an authoritanan, centralized military style
of operation.

Notwithstanding the ditficulties experienced

in transition, the structures and processes of
civilian government are beginning to
materialize: new institutions defined by the
constitution (representative legislature,
presidency, courts), the new decentralized
local electoral assemblies and
administrations, and the new streamlined and
limited role of central government.

Political discourse, though, remains
dominated by the PFDJ. This is, in large part,
due to the unity forged during the struggle,
but also is due to the concern over the ethnic
and religious conflict prevalent in the region.
External threats (terrorism from Sudan) also
affect the political process.

Despite the democratic influences of British
rule, the Federation and an active and
involved diaspora, Eritrea remains a
fundamentally traditional society. The pace
and development of progressive democratic
governance will be tempered by the range of
traditional culture, custom, and law and the
need to incorporate several ethnic identities,
languages, and religions. The leadership’s
concern over preserving the sense of national
unity forged by the struggle is also important.

Poverty 1s a fundamental problem. While
building 1tself and a democratic process, the
government will also have to promote
accelerated economic growth to provide
incomes for its people and revenues for its
own costs. Furthermore, the struggle
established a “social contract” between the
leadership and the people. The evolving new
government has to fulfill that contract by
ensuring that food, education, health services
and basic infrastructure are soon widely
available

Constraint

Entrea is severely constrained by a lack of
capacity to develop accountable governance
Capacity represents the combination of
human resources and democractic institutions
without which the ability to develop self

“| believe the
current
administration

“strongly believes

in democracy,
even though, it
only had military
experience and
takes longer to
be exorcized
from that
discipline. Had |
not believed that
this
administration
has democratic
beliefs, | would
not have
marched with it.”

Dr. Bereket,
University of
North Carolina
1996
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directed and self-reliant development policies
becomes untenable. This lack of capacity 1s
prevalent in-the judicial and legal system, in
popular participation in accountable
governance, and in public administration.
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IR 1: Judicial and legal
processes and systems more

effective

L

STRATEGIC INVESTMENT
OBJECTIVE # 3:

Increased capacity for
accountable governance at local
and national levels

?
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IR 2: Popular participation In
governance increased

IR 1.1: Suitably qualified legal &
judicial personnel employed by
ministries & legal system

Partners: MOJ, UA, UNC-CH, USIS, DHRF, UNDP

IR 2.1: Professlonal groups key to
accountable governance expanded

Partners: UA, UNC-CH, 10J, DHRF

IR 2: Legai codes created and
consolidated

Partners: MOJ, UNDP

1.3: Enhanced availability & access
legal research materials & technical
resources

IR 2.2: increased citizen access to
pubiic information

Partners: MOI, 10J, UA, UNC-CH, NUEYS, NUEW,
usis

Partners: MOJ, UA, USIS, UNDP

IR 2.3: CSO institutionai capaclt_y_
strengthened

Partnars: NCNW, NUEWS, DHRF, USIS

___________ S

'
‘IR 2.4: Increased local participation

through decentralization

Partners: PHC (SI01), ENT (SI02) .

!
[
i
]
'
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IR 3: Public administration

improved and more effective

iR 3.1: increased civil servant
management skills

Partners: EIM, UA, MOLG, UNDP

IR 3.2: Selected GSE
administrative units properly
equipped —

Partners: MOJ, MOLG, CBE, UNDP

USAID Investment Partnership with Eritrea

Cross-sectoral results
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The judicial and legal system

Eritrea inhented a mix of junsprudential
traditions from 1its colonial past as well as
from the diverse traditional legal practices
developed by the various ethnic and religious
communities. Still another jurisprudential
tradition developed from rough codes of
conduct and methods of adjudication used by
the EPLF during the war. Entrea’s current,
formal legal system 1s largely based on civil
law, as well as customary and Islamic sharia
law. Ethiopian codes, themselves largely a
result of the transplantation of Continental
law, were received en masse by Eritrea with
certain modifications.

The entire judiciary, like nearly all
governmental institutions in Entrea, was
systematically dismantled by the Derg (the
Ethiopian Marxist Government) to the extent
that both physical infrastructure and
personnel were removed to Ethiopia. The
Eritrean court system, known for its
efficiency, faimess and independence until
the middle of the Federal period in the 1950s
had almost totally disintegrated.

There 1s but a handful of formally educated,
licensed lawyers in Eritrea. Further
exacerbating this situation 1s the fact that
during the war there was but a modicum of
formal education -- at any level -- available to
the Entreans. This left a dearth of educated
citizens at the conclusion of the war with the
20-10-30-year age group most severely
affected. While the High Court judges are
generally experienced, the more recent
appomntments to the bench at the lower levels,
especially the village level where most people
have direct contact with the judiciary, have
been almost wholly untrained.

[he Eritrean judicial system 1s lacking in
basic tools. Access to information and legal
resources is limited. The Ministry, the courts,
and the University of Asmara law program
are critically short of essential research tools
including books. computers, and copiers. The

lack of administrative technology plays a
significant role in the timeliness of the
administration of justice and in interfering
with the judicial process. Word processing
and dictating capabilities are necessary to
improve the decision-making process through
information management and dissemination,
and to facilitate transparency and consistency.

Popular participation in accountable

governance “...the number of
- civil servants we
The growth and level of participation of civil had in Eritrea,
society is limited, in part, by the lack of an close to 50,000
enabling environment due to several factors. was almost in
The first is a pre-independence history in the ratio of one

civil servant for
every seventy
Eritreans. We
had decided to
cut the number.

which civil society and extra-governmental
association was suppressed. Second is the
presence of a singular national unity and
identity that is so strong and so pervasive as

to have the effect of suffocating the The
development of civil organizations. Eritrean government’s
nationalism, independence, national policy is to have
development, civil society, and the EPLF are a small, highly
all synonymous in the minds of the people. efficient and well
Interrelated with these factors is a rather paid civil
centralized government and a lack of SemvIge:

constitutionally-rooted legislation. Finally, G

ists the GSE’s desire to maintain OVermoL:
there exists the s , Bank of Eritrea,
rather close control over civic organizations 1997
to ensure they operate in accordance with
Eritrea’s development goals and security
concems.

The government’s commitment to
decentralize government functions and the
emergence of groups organized around
functional interests counter this situation.
Also, the government has stated a
commitment to constitutionally protect rights
of organization, assembly, and speech. Even
s0, the support for the central government and
the PFDJ is so pervasive, it can only be
expected that an expansion of the enabling
environment will be incremental.

Even given an enabling environment, Eritrea
faces other impediments to increased popular
participation, including the lack of groups and
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institutions considered key to accountable
governance. They include second and third
tier groups organized around functional,
sectoral, and general public interests such as
lawyers, journalists, public administrators,
and political scientists. These groups offer
capacities essential to good governance, the
rule of law, and the transition to a market
economy. Other groups, such as labor
organizations, student and youth and
women'’s unions are operating in undefined
spheres and their ability to independently
engage the state remains largely untested.

Indigenous Eritrean CSOs also lack
management, orgamizational, and service
delivery capabilities, thereby inhibiting their
ability to fulfill their mandates.

Public administration

Good governance depends in part on a public
service that 1s efficient and responsive, and
public-sector management is essential for the
success of policy reforms. Sound
macroeconomics and decentralization depend
on an effective civil service. Eritrea’s ability
to implement policy reforms is seriously
constrained by the lack of capacity in the
public sector.

Eritrea inhented 1its current civil service
structure from the Ethiopian regime. Many of
the senior administrators were Ethiopian and
fled the country at hiberation. Many have now
been replaced by ex-fighters. There is a
significant gap between the existing skills of
the civil service and what is needed in the
Eritrean public-sector. Shortcomings are
apparent in financial, personnel, and technical
management, as well as the capacity to carry
out clerical and computer-based activities at
middle and lower levels of administration.

Opportunities and Results to Date

With Eritrea’s first constitution now ratified,
ts first local elections completed, and
national assembly elections planned for early

1998, Eritrea is on the path towards
democratic governance. With its push for
economic liberalization and a democratic and
accountable government, the GSE presents a

promising opportunity for a sound
investment.

Movement towards participatory democracy
is necessarily tempered by caution.
Unstructured political activity or populism
could increase ethnic and religious divisions
and erode national unity. Rebuilding a nation
and restarting an economy demands
discipline and firm decision making. The
scale and pressing development needs and the
lack of human and institutional capacity to
deal with them leads to decisive action by a
relatively small leadership group. Strong
authority at this stage may well be necessary
to maintain hard-won unity and to deliver on
its social contract. Nevertheless, the
leadership places highest priority on the
development of capable national and local
administration, the legal and judiciary system,
and participatory community action. Political
pluralism and civil society are at this point
secondary, although the constitution-making
process, unions, and national women’s,
youth, and other community and business
organizations provide a solid beginning.

There is currently an opportunity to support
the leadership’s commitment to develop
decentralized accountable governance.
Eritrea’s extraordinarily participatory
constitution-making process demonstrated
this commitment. With this determination
and commitment to democratic principles, the
success of Eritrea’s transition to accountable
governance will depend largely on the rapid
development of lawyers, administrators,
professors, council leaders and village judges
and their codes and courts, training institutes
and university programs, local councils and
administrations, electoral board and
information services. The GSE has sought
U.S. and other assistance to build this
domestic capacity through support for
training, computerization and

“Stringent
policies to stamp
out nascent
corruption have
been introduced,
and a new round
"of streamlining '
and salary .
scales are '
scheduled for
the summer to
increase
afficiency and
obviate the need
for
backhanders.”

ElU, 1996




I. INVESTMENT PLAN:

GOVERNANCE INVESTMENT OBJECTIVE

communications, books and publications,
travel, and start-up costs of organizations
such as the Constitution Commuission.

Results to Date

The results to date of USAID/Enitrea’s
investments in accountable goverpance, while
modest, demonstrate the opportunity for the
achievement of significant results in the
future.

USAID investments contributed to the
drafting of the new Constitution (ratified in
May 1997). It also supported a broad civic
education and outreach effort to vet the
proposed constitution with the entire
population.

Another result was the establishment of the
first U.S.-Eritrean university linkage which is
working toward building the faculties of
law, public administration, journalism, and
political science. U.S. law professors in
conjunction with Eritrean colleagues have
developed a curriculum for the University
of Asmara Law Faculty. A curriculum for a
bachelor degree program in political
science has been prepared in conjunction with
Entrean partners. Also the first certificate
program for working journalists was
initiated at the University of Asmara.
USAID/Entrea has also initiated a broad
array of support programs for the University
including procurement of books and computer
equipment to strengthen the libraries,
computer center and the Department of
Social Sciences. A second university linkage
for Eritrea’s new management institute is also
being finalized.

USAID/Eritrea has been a central partner of
the Ministry of Justice, providing for the
establishment of a law center and supplying
books, furniture and legal resources. Funding
has supported the translation of the
Ethiopian legal codes from English and
Ambharic into Tigrinya. USAID/Entrea
funded a study tour in the U.S. for the
Minister of Justice and her legal advisor to

assist the MOJ in developing a plan for legal
reform.

USAID/Eritrea investments are also building
the capacity of the Central Bank which will
enable the introduction and management
of Eritrea’s own currency this year.

A linkage between a foremost U.S. women’s
organization and the National Union of
Entrean Women has been established which
will develop the management and
educational capacity of Eritrea’s major
women’s organization.

2. GSE Priorities

In November, 1994, the government issued 1ts
“Macro Policy” which laid out its aspirations
and macro-policy framework for
“...development and democracy.” In order to
expedite movement toward democracy, the
GSE established, by proclamation, a 50-
person constitution committee which
promoted broad participation in the writing of
the document and encouraged substantive
debate among Eritreans, both in and outside
of the country. Chapter 2 of the constitution,
National Objectives and Directive Principles,
specifies these national priorities: National
Unity and Stability; Democratic Principles;
Competent Justice System; Competent Public
Service; and Economic and Social
Development. The government has been
moving deliberately to devolve central
authority and to open up the political arena.
Central to the government’s agenda is the
strengthening of local administration at the
district and regional level. Currently, the
central Ministry of Local Government
manages the entire local government system.

Local governments are supported through a
combination of taxes and user fees and are
supplemented by central government funding.
Local governments are empowered to solicit
constituent contributions for projects such as
building schools and clinics. Local
governments, however, are underfinanced,

“Until Eritrea has
its own
currency,
however, capital
will continue to
flow to Ethiopia,
attracted by
higher interest
rates.”

ElU, 1996
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understaffed, and undertrained. The GSE has
restructured local government by de-
emphasizing ethnic-linguistic divisions and
establishing boundaries which conform to
distinguishable development zones.

3. Investment Objective

Increased capacity for accountable
governance at local and national
levels.

This Investment Objective addresses capacity
building primarily in three areas: (1) the legal
and judicial system, (2) popular participation,
and (3) public administration. Within these
three areas, both human and institutional
capacity will be increased.

The Investment Objective will: (1) build on
USAID’s strengths and relationships here in
Entrea, (2) address the critical capacity areas
that the GSE and USAID/Eritrea can
reasonably expect to impact, and (3) build
on, and remain consistent with, GSE’s
priorities and the consensus reached during
early working sessions which included
representatives of the Ministries of Local
Government, and of Justice, the Office of the
President, the Constitution Commission, the
Universities of Asmara and North Carolina at
Chapel Hill, and the National Union of
Eritrean Youth and Students. The highly
participatory process in selecting this
Investment Objective will go a long way to
ensuring success.

Achievement of this Investment Objective
will be measured through specific events and
conditions in the area of capacity for
accountable governance. The investment

objective will look to the following
indicators:

» Extent to which key civic organizations
are better able to serve constituents.

» Degree to which selected public
institutions of governance are better able
to fulfil their mandated role.

» Degree to which the rule of law is
strengthened through legal training.

Intermediate Results and lllustrative
Approaches

Three Intermediate Results will be necessary
to achieve this Investment Objective:

Judicial processes and systems more
effective;

Popular participation in accountable
governance increased, and

Public administration improved and more
effective.

USAID/Eritrea anticipates that, as the GSE
progresses in its democratic transition, its
implementation of accountable governance
will likely evolve. Because the GSE is new
and lacks governance experience, flexibility
in USAID’s program design is essential.

Through achievement of the intermediate
results, Eritrea will build the capacity needed
to implement accountable governance.
Capacity in the Eritrean context is the
combination of skilled human resources and
enhanced institutions that will facilitate the
achievement of Eritrea’s development goals.

IR1: Judicial processes and systems
more effective

As Eritrea prepares to enter a new phase of
accountable governance under notions of
constitutionalism, the need for capable and
competent rule of law becomes critical.

Operating under the constraints of severely
dimimished capacity and limited resources,
the Ministry of Justice 1s challenged to fulfill
its mandate to provide Entrea with the legal
and judicial system necessary to support

“In my opinion
these are the
economic
lessons we can
learn from
Singapore.
However, | have
alsoread if it is
true that
Singapore has
an authoritarian
government. My
opinion in this
regard is that
economic and
political
freedoms should
go hand in hand.
We can not
sacrifice one for
the other.”

Governor,
Bank of Eritrea,
1997
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Entrea’s development goals. Among its
responsibilities are the requirements to
coordinate the education and practice of
lawyers, establish courts and control court
processes, draft and codify laws, provide
legal education, and provide legal opinions to
the various ministries and agencies.

The Mimistry must address human resource
development, administrative technology, and
legal resources. The lack of trained human
resources dedicated to the administration of
justice is a substantial problem at every level
and reduces the effectiveness of the entire
judicial system. Few personnel hold law
degrees and many personnel require
specialized training. Eritrea currently has no
established standards of professional conduct
or an effective bar association to guide and
regulate the conduct of attorneys and judges.

Efforts are underway to substantially reform
the Eritrean codes so as to reflect an Eritrean
context, to ensure the codes conform to the
new constitution, and to meet the
junsprudential and legal needs anticipated to
arise in the face of Eritrea’s development
activities and transition to a market-oriented
economy.

USAID/Eritrea is taking a capacity-building
approach to rule of law development which
1s linked to simultaneously addressing
structural reform and legal system
strengthening. Structural reform is addressed
through activities that support constitutional
restructuring of the judicial system, legal
code drafting and reform, and improved
judicial processes. Legal system
strengthening 1s addressed through activities
that include support to improve legal training
for law students and judges, and enhanced
judicial research materials and technical
resources. As opportunities arise,
USAID/Eritrea will also assist the MOJ to
strengthen the demand side of the rule of law,

including constituency building and access
improvement.

INDICATORS

Court management
Courts presided by trained judges

IR2: Popular participation in
governance increased.

The idea that democracy can only be
strengthened when there exists a vibrant,
dynamic and pluralistic civil society 1s
difficuit to dispute. The challenge is to
identify and strengthen those areas of civil
society that present the greatest return on
investment while also recognizing that the
breadth and scope of civil society is directly
related to the Eritrean conception of the
normative relationship between government
and civil society.

This Investment Objective looks, then, to
both formal and informal associations whose
interests may be economic, professional,
cultural, educational, or civic. USAID/Eritrea
will work with Eritrean organizations to
expand and strengthen those professional
groups considered key to accountable
governance; to broaden the participatory base
in civil society by working to increase citizen
access to public information; and
strengthening CSO organizational capacity
where possible. It will also work to increase
local and cross-sectoral participation in
governance through association and local
government capacity building in the health
and rural enterprise investment strategies.

INDICATORS

Access for women

Extent to which public policies changed
consistent with CSO advocacy

Extent to which development funds are
utilized by CSOs in pursuit of development
objectives

IR3: Public administration
improved and more effective.

“Capacity for
effective
governance is a
necessary
precondition for
democracy and,
as such, 'building
capacity for
effective
governance’
could be the
program
objective, with
the goal of
democracy
following."

Participant,
USAID Strategy
Working Session
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Capacity building in Enitrea’s public sector
involves specific initiatives directed toward
improvement of the capacity of the public
sector to design and implement policies
necessary for Eritrean development.

USAID/Eritrea and the GSE will colldborate
to focus on capacity in the public sector
which will support good governance in
Eritrea by facilitating accountable public
sector management through bureaucratic
transparency, sound fiscal management and
public financial accountability, and a
responsive civil service.

USAID/Eritrea will support the GSE to work
toward an improved, more effective public
administration, at local and national levels,
through activities designed to increase civil
servant management skills; to properly equip
selected administrative units; and to improve
fiscal and monetary management, especially
at the national level. As well, other
USAID/Eritrea investments, through a cross-
sectoral approach in Health and Rural
Enterprise, will strengthen the ability of
decentralized government to assume a more
prominent role in the delivery of local public
services and in the management of local
natural resources.

INDICATORS

Local government delivery of health
services

Public expenditure per public-sector
employees

Inflation held below 10%

Targeted Customers

Just as this investment objective reaches
across all three levels of governance, it also
reaches three groups of customers and even,
ultimately, the Entrean citizens themselves.
IR 1, Judicial processes and systems more
effective, addresses the judicial and legal
system and will impact local, national, and
regional levels. Customers of this IR include

the Ministry of Justice, the courts, legal
practitioners, and the Eritrean citizens. In
fact, virtually all elements of society,
including foreign investors, that stand to
benefit from the strengthened rule of law will
be ultimate customers of IR 1. IR 2,
Increased popular participation, seeks to
increase participation in development of
accountable governance and will reach CSOs,
such as professional groups, the university,
and associations, as intermediate customers.
Ultimate customers will include citizens with
increased access to, and participation in,
accountable governance. IR 3, Improved,
more effective public administration, will
increase capacity for accountable governance
by addressing the needs of intermediate
customers, such as civil management skills at
local government levels and monetary and
fiscal management within the Central Bank.
The ultimate customers -- citizens -- will
realize more responsible and accountable
government services.

Role of Partners and Other Investors

Although there are a number of other donors
working in related areas, USAID will be in
the vanguard of those supporting accountable
governance 1n Eritrea. It is a tribute to the
U.S.’s reputation and to USAID’s
comparative advantages.

USIS is also actively involved in democracy
and governance activities in Eritrea, and is
USAID/Eritrea’s closest implementing
partner. USIS, closely complementing
USAID/Enitrea’s activities, is working under
a Sub-Theme titled, “Building Democratic
Institutions.” In large part, USIS activities are
working toward the development of a
“healthy civic society” with emphasis on: (1)
strengthening the University of Asmara, (2)
support for the Constitutional Commission,
(3) support for the Ministries of Education
and Information to develop civic education
programs, and (4) support for NUEYS,
NUEW, and the Eritrean Teachers
Association to strengthen their organizational

(:0
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capacity and promote the development of
indigenous NGOs in Eritrea. Other USIS
activities in democracy and governance
include a citizen exchange program through
the Freedom House NGO Development
Program, the Humphrey Exchange Program,
and the International Visitor Program.

State Department Section 116(e) funds are
managed through the Democracy and Human
Rights Fund Committee to finance small,
short-term, high impact activities which
target civil and political rights, rule of law,
development of civil society organizations,
and development of democratic principles
and nstitutions.

The Ministry of Justice has received some
assistance from the Norwegian and
Canadian governments for rehabilitation of
the courts. The ODA and the Finnish
government have provided support for
general curriculum development in the
Ministry of Education (although the USG was
‘specifically asked for support to civic
education). The Mnistry of Information has
received some small amounts of assistance
from a number ot NGOs for short-term
journalist training. The Ministry of Local
Government obtained support from UNDP
for a study of qualifications and training
needs for the civil service.

Norway provided approximately six million
dollars for assistance to the police force for
facilities improvement and personnel training,
and election assistance for the 1993
Referendum.

Sustainability

Sustainability 1s at the crux of this
accountable governance investment and is a
particular concern of the GSE and
USAID/Entrea. The GSE intends to be self-
rehiant 1n ten years and understands that only
with greatly increased governance capacity
will this goal be realized. On the other hand,
the GSE 1s wary of heavy external support for

institutions which may not be sustainable, and
is thus, commendably prudent in expenditures
whether supported by external or domestic
resources. The GSE understands that
democracy cannot be learned in one course or
institution, or realized through one election; it
can only be built by a nation that understands

and is committed to democratic principles.
The GSE has been and continues to be very
prudent in expenditures on any new programs

“Most Eritreans
are enjoying
greater freedom
and security than
they ever dared
to hope for.
Many would
deeply resent a
government that
put concern with
(relatively
abstract) human
and civil rights
ahead of basic
freedom and
security.
Repression and
fear are not
abstractions but
all too concrete
memories.”

Rights after
Liberation,
Calhoun and
Delargy, 1996

or institutions due to
their recurrent cost
obligations. All
USAID investments
under this objective
are geared either
towards long-term
capacity building for
effective governance,
or towards promoting
Eritreans broad
participation in and
understanding of
government.

Critical

Assumptions and
Risks

The development of
capacity for
accountable
governance in Eritrea
will be impeded if the
government does not
continue with its
stated plans; namely,
if elections do not take
place as planned; if

political expression is neither allowed nor
facilitated; or, if a free-market economy with
liberal investment rules is not allowed to
develop. USAID/Eritrea will also be closely
watching the development of an enabling
environment for civil society and broad-based

political participation.

Current GSE policy constrains the evolution
of a polictically active civil society, creating
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concern about potential concentration of
economic and political power in the hands of
the State and the PFDJ, which may result in
undemocratic outcomes later. While the
Embassy and USAID/Eritrea will monitor
this, it is necessary to recognize that the
government is demonstrably committed to
participatory governance through the creation
of democratic institutions (constitution,
parliament, independent judiciary, etc.) and
through an arduous process of
decentralization of power. The critical
assumption is that the democratic
commitment, tendencies, and practices
demonstrated by the government and civil
society to date will be reinforced and
expanded.

USAID/Eritrea is confident that it will be
expanded due to: (1) the GSE’s progressive
actions in critical areas: decentralization,
privatization, and constitution-making; (2) the
solid USG - GSE bilateral relationship and
consequent collaboration, dialogue, and
planning; and (3) the demonstrated honesty
and integrity of GSE officials made apparent
over several years of working together.

Notwithstanding the steps taken by the Eritrea
government to facilitate the transition to
accountable governance, Eritrea faces threats
beyond its immediate control; most notably
the destabilizing influence of Sudan. Sudan
has been strongly linked to the threat to
Eritrea’s internal stability caused by
fundamentalist activities of the Islamic Jihad.
Efforts to contain the terronist activities of
groups such as the Jihad may, unfortunately,
have impact on other non-terrorist groups.
For example, laws that restrict external
funding and restrictions on religious-based
development activities may be imposed with
the intention of imiting the support for, and
ability of, the Jihad to operate. Such laws and
restrictions, however, may have the effect of
constraining the ability of legitimate
organizations to operate as well.

4, Relationship to GHAI
Principles and Goals

This Investment Objective directly supports
the Agency goal of building sustainable
democracies. It also supports the other
Agency goals of broad-based economic
growth, and stabilizing population and
protecting human health, by facilitating the
devolution of decision-making and planning,
increasing the capacity of the government to
manage and implement, and encouraging the
development of an enabling environment for
commercial and civil society development.

“The new
government
restructuring has
become fruitful...to
my surprise, we
have not yet found
any complaints of
misunderstanding
among the
ministries and the
administration.”

This Investment Objective contributes to the Governor,
~ . Gash-Barka,
GHALI goals of food security and crisis 1997

prevention by building the capacity of
governmental and civic organizations which
deal with planning, services, law, and
generally, good governance. It also fully
supports the GHAI principles.

The move to accountable governance is
clearly Eritrean-owned and led by Eritrea.
The EPLF, now the PFDJ, has sustained a
vision of democratic governance since its
inception. Today, the GSE speaks credibly of
building a decentralized and accountable
democratic government. USAID/Eritrea is

helping to build the capacity Eritrea needs to
meet its vision.

This Investment Objective was developed
through, and will utilize, strategic
coordination across bureaucratic boundaries.
To a large extent, 1ts success will depend on
strategic coordination. Implementation will
depend on the efforts of the GSE, the U.S.
Embassy, USIS, and other bilateral and
muitilateral organizations.

In a region torn by war and famine, Enitrea
has the potential, and likelihood, to stand as a
model for nation building in the Greater
Horn. Enitrea, through streamlined and
decentralized government and civic
mobilization, 1s determined to deal with those
factors that have contributed to conflict in the
Horn such as ethnic diversity, disproportional
economic development, religious conflict,
and dictatonal regimes.

(- >
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With a focus on decentralization and
increasing the capacity for accountable
governance, the local and regional
governments of Eritrea will be better poised
to simultaneously address the needs of relief
and the goal of development. Specifically,

« USAID/Eritrea will target particular local
entities to strengthen their abilities to deliver
services. For example, in Gash-Barka --
which is dealing with the return of refugees
from Sudan -- USAID/Eritrea’s investments
cross sectors and help build local
government capacity for service delivery
while also planning for crisis as well as
longer-term development.

“Noting the fact that the Eritrean women's
heroic participation in the struggle for
independence and the values and ideals
generated by such struggle will serve as an
unshakable foundation for our commitment and
struggle to create a society in which women and
men shall interact on the bases of co- mutual
respect, fraternity and equality.”

Draft Constitution
1996
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H. COMPLEMENTARITY AND
SYNERGY AMONG OBJECTIVES

Nation-building 1s the unifying common
element among the three Investment
Objectives, or, more specifically, completing
a transition from devastation to stable
economic and political growth. Building
health services, rural enterprise, and
participatory governance are each necessary
and complementary elements of this effort:
effective health services enhance productivity
in enterprise and government; growing
enterprises create the income to sustain health
services and government; and good
governance ensures adequate health services
and an enabling environment for enterprise.

Integrating themes and synergies include the
following.

1. Social Contract

During the struggle for independence the
EPLF made concerted efforts to ensure basic
social services, agricultural commodities, and
local governance in liberated areas. The new
government has likewise been explicit in its
pledge to ensure adequate health and
education, basic economic infrastructure, and
participatory government for all the people of
Eritrea. Not fulfilling this “social contract”
would undermine the government and
stability of the country. However, the
government’s current resources and
capabilities are limited.

This Investment Partnership will facilitate
fulfillment of the social contract by helping:
to deliver effective primary health care
services, to simulate the growth of primarily
rural enterprises; and to build the systems of
governance, each a necessary, but not

sufficient condition for fulfilling this social
contract.

2. Capacity Building

Decades of neglect and struggle devastated
Eritrea’s institutions and human resource

base. The gap between the leadership’s vision
and goals and the capacity of the public or
private sector to achieve them is vast. Severe
capacity constraints limit the achievement of
end results, ‘particularly within a government
who insists on leadership of the investment
process. Across the board, be it the central
ministries, youth or womens’ associations,
commercial undertakings, or local
government and communities, a major effort
1s necessary to build the basic absorptive
capacity necessary for implementation. This
Investment Partnership emphasizes capacity
building through institutional linkages and
overseas, local and on-the-job training.

The end results of the Investment Objectives
for health, enterprise, and governance will
only be achieved in later years after long and
intensive efforts at capacity building in the
early years.

3. Women

Thirty percent of Eritrean independence
fighters were women. Forty three percent of
Eritrea’s enterprises are owned by women.
The new constitution will ensure a minimum
of thirty percent of legislative representation
to women. The State of Eritrea’s commitment
to full rights and participation by women is
unequivocal.

This Investment Partnership reinforces and
will help fulfill that commitment across all
three Investment Objectives. Maternal health
and women’s education is a particular
empbhasis of the Primary Health Care
Objective. Women'’s access to credit and
business promotion is a specified target of the
Rural Enterprise Objective. The Governance
Objective, with the strong female leadership
of the Ministry of Justice and national
women’s union ensures attention to women'’s
legal rights and literacy training. Women are
a major theme of this Investment Partnership.

4. Financial Sustainability

(Y
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The fact that Entrea is starting from scratch
offers a unique opportunity. Furthermore, its
leadership has learned from the legacy of
generally profligate, unsustainable
development projects throughout much of
Africa. As the struggle was won by optimal
use of limited resources, so too the new
government appears to be acutely conscious
of the costs of development and the revenues
necessary to support them.

Financial sustainability is a fundamental part
of each Investment Objective. Integrated
services, information systems, and cost
recovery are central to effective primary
health care services. Credit and credit
management (and later equity shares) are
necessary to expand enterprise as well as
infrastructure in rural areas. Monetary and
fiscal management are essential to good
governance. Financial Sustainability is a core
concern of the GSE, and thus of this
Partnership.

5. The North and Western
Lowlands

The northern and western areas of Eritrea
adjacent to Sudan not only offer some of the
greatest potential for agriculturally-based
economic growth, but also the greatest risk of
destabilization from radical Islamic
fundamentalism and spill-over of the civil
war in Sudan. Many of these areas are fertile
and accessible, but generally underpopulated
and underdeveloped.

This Investment Partnership 1s focused on
those areas. In particular, all three Investment
Objectives target Gash-Barka, Eritrea’s
western region: the investments will help to
build its health care system, 1ts nascent, agro-
based enterprises, and its new structures of
local government. The region will
increasingly reccive a larger share of
USAID/Eritrea’s time and resources, and
USAID/Eritrea 1s considering establishing a
“branch office™ in the regional capital,

Barentu.

3. Policy Formulation

While the GSE has defined and formalized a
clear, broad national policy framework, the
development of sectoral policies is in active
process. The GSE is also guarded in its
policy-making process to ensure full internal
consensus and truly indigenous policy process
free from specific external pressure or
influences.

Nevertheless, USAID/Eritrea has played and
will continue a supportive role in the GSE’s
policy formulation and implementation. Each
Investment Objective has a policy element
although not as a result for which USAID is
accountable (it is and should be an Enitrean
process). USAID/Eritrea supports inputs to
sectoral policy formulation in several ways
and with linkages across the Investment
Objectives.

Dialogue has been the most important aspect
of this support. Discussions with
USAID/Eritrea, USAID/Washington, and
USAID-supported conferees contributed to
the GSE food aid monetization policy as well
as the recent policy on International NGO's.
Dialogue is also an aspect of GSE sectoral
policy formulation in the areas of health, law
and finance as well as privatization and
investment.

USAID-supported specialists contibute to
cross-cutting policy formulation 1n
commercial law, health finance, and bilateral
legal agreements. USAID-funded institutional
linkages, training and specialists in each
Investment Objective contribute to the policy
processes in primary health care, HIV/AIDS
management, health and legal education,
ethics in journalism, commercial credit and
banking, monetary management, enterprise
promotion, and women’s rights.

l. CRisis MODIFIER
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This Investment Partnership_assumes that
over the initial five-year planning period,
Eritrea will face a crisis. The potential for
various types of crises is discussed in the
previous Section C. Currently, the most likely
are a major drought throughout the region
(especially in Ethiopia) and a large |
displacement of population (and possibly
antagonists) from Sudan into western Eritrea.
The worst case would be a combination of
both. As discussed earlier, each Investment
Objective is building capacity to respond to
and mitigate the effects of such crises. An
effective primary health care system, robust
and expanding enterprises, and stronger
participatory national and local government
will improve response to and the mitigation
of crises.

However, responding to a major drought or
refugee influx would severely strain Eritrea’s
governmental and non-governmental capacity
‘and resources. The recent decision by
UNHCR to substantially downsize its
operations due to the impasse over refugee
repatriation from Sudan compounds the
situation. USAID/Eritrea must help ensure
preparedness for and augment emergency
response. Planning 1s incorporated into the
Primary Health Care and Rural Enterprise
Investment Objectives. Actual response,
however, would nvolve temporary
modification of each Investment Objective.

For example, the three public health
physician/advisors funded by USAID/Eritrea
and currently working under [.O. 1 could be
temporarily assigned to work with response
teams. USAID-funded pharmaceuticals,
equipment, or vehicles could be similarly
shifted. Under 1.O. 2, credit funds, food grain
shipments, and/or local currencies could all
be shifted to respond to the cnisis. Shifting
PL-480 Title II resources into the current
Thtle III Program may also be requested.
Similarly, USAID/Entrea 1.0. Teams and
statf resources -- perhaps augmented by
OFDA resources -- would have to shift their

attention and efforts to the crisis situation.
During this period, progress towards
achieving expected developmental results
would have to be curtailed.

Thus, this Investment Partnership includes a
“Crisis Modifier” which would be triggered
by a cable to USAID/Washington explaining
the crisis, USAID/Eritrea’s and others’
response to it, and requesting a suspension in
the achievement of selected developmental
results, while proposing an alternative set of
humanitarian results. Triggering the Crisis
Modifier would be done in close consultation
with the GSE, with the U.S. Ambassador and
other involved agencies (e.g. DOD), and
USAID’s Bureau of Humanitarian Response
(FFP and OFDA). The Crisis Modifier would
also help ensure that the assets and resources
of all of U.S. respondents were closely
coordinated under the leadership of the GSE
and U.S. Ambassador. '

In the area of primary health care, the effect
of the Crisis Modifier would be greatest.
Either a severe food crisis, epidemic, or
population displacement will require
additional health services. Staff and
commodities and equipment would likely be
taken from on-going programs to meet
immediate relief needs. In the case of a large
population displacement, the staff constraints
may be longer-term and require greater
modification of the Primary Health Care

Investment Objective. “The GSE would
have to stretch its
The rural enterprise investments are institutional
targeted in the western lowlands which capacity to meet
would be the area most impacted by both relief needs in the
drought or a population displacement. An event of a disaster

and would have to
borrow staff from
non-affected

influx of returnees or refugees with minimal
community claims and negligible matenal
goods will put a strain on the economic

: areas.”
networks. Displacement or food crisis in
this area will exacerbate the already low P. Morris,
production and purchasing power that is in BHR/OFDA/
the target areas. The Rural Enterprise PMPP,

Investment Objective will have to be 1996
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flexible to shift credit and technical assistance
resources to meet immediate needs.

The democratic governance investments
would be impacted directly by a crisis: a large
disaster will tax the capacity of all levels of
government, especially the Gash-Barka
regional administrations, and even civic
organizations involved in a relief effort. In
addition, if the GSE meets the material needs
for relief (e.g. food purchases) out of
operating expenses, all the governing
structures will be budgetarily affected, thus
slowing the capacity building effort.
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RESOURCE REQUEST

USAID assistance to Eritrea is financed from
the Development Assistance (DA) and PL-
480 Food Assistance, and from PVO Grants.
The operational year budget levels from the
DA account was $8.5 million in 1996. PL-
480 assistance was about $10.0 million
including both Title II and Title III.

1. Development Assista ce

The Investment Partnership outlined in
preceding sections describes a five-year
country program with a DA funding level of
$50.0 million, with an additional $2.0 million
in PVO grants. This represents an annual DA
budget of approximately $10.0 million. This
is the base investment scenano. In addition,
the accompanying tables and narrative outline
a low level scenario of $35.0 million, or $7.0
million per year per USAID/Washington
parameters (96 STATE 107495).

Table 1 presents the funding requirements for
the Investment Objectives at the base and low
level scenanos. Funding at the full $10
million a year base level will allow complete
implementation of the Investment
Partnership. The reduced funding scenario
will result 1n a major change in the
Partnership.

Reduced Funding Scenario: A reduction
in OYB to $7.0 million DA for each year

could only be accommodated by the phasing
out of an Investment Objective with a modest
reduction of activities and results in the other
two objectives. The Rural Income (1.0.2)
and Primary Health Care (1.0 1) Objectives
must be preserved near to current levels.
These two Objectives are immediate
priorities of the GSE, they are broad and

deep needs which require significant
resources, and they represent
USAID/Eritrea’s early commitments to the
GSE.

Table 1
A Fu ding Require ents
By | vestment jectve
($ illio s)

Investment Base Lo
Objective Scenario | Scenario
1.0.1-PHC 19.5 16.0
I.O.2-ENT 23.2 19.0
1.0.3-GVN 7.3 © -0-

T TAL $50.0 $35.0

The Democratic Governance
Objective(1.0.3) has a substantial pipeline
and could be phased-out on that pipeline
while still acheiving some significant results
for the next two or three years. Also, the
achievement of this Objective is “staff-
intensive”; with reduced program resources
would no longer be a cost-effective allocation
of USAID/Eritrea’s staffing resources. In
phasing out the Democratic Governance
Objective, USAID/Eritrea would likely
maintain a Democracy Fellow to work
collaboratively with the Embassy and USIS
on DG activities and issues for as long as
possible.

Within the Primary Health Care Investment
Objective (1.0.1), the $700,000 annually
planned for population activities would have
to be eliminated. Though undesirable, this
would have somewhat less impact because $1
million in unanticipated, FY96 Regional
funding for HIV/AIDS activities was

“Involvement
in several key
sectors is the
only way to
significantly
impact the twin
priorities of
food security
and good
governance, to
fulfill the role
as a full
development
partner, to
leverage a
range of other
donor
resources, and
to realize the
promise of the
Horn of Africa
Initiative in
Eritrea.”

USAID/Eritrea,
ABS,
1996



1. INVESTMENT REQUIREMENTS: RESOURCE REQUEST

allocated to Eritrea and used to contribute to
population objectives. This extra funding
would lessen the impact for this reduction in
funding for population activities.

Table 2

Resource Requirements, Base Scenario

(in $ millions)

Investment FYyo7 | FY98 | FY99 | FY00 | FYO1 | TOTAL
Objective

1.0.1 PHC

DA 3.5 5.0 4.0 3.5 35 19.5
PVO Grants -- 1.0 -- 1.0 -- 2.0
1.0.1 Total 3.5 6.0 4.0 4.5 3.5 21.5
1.0.2 ENT

DA 5.2 35 4.5 5.0 5.0 23.2
Title 1Hi 6.0 50 -- -- - 11.0
Title |l 2.0 2.0 2.0 2.0 2.0 10.0
1.0.2 Total 13.2 10.5 6.5 7.0 7.0 44.2
1.0.3 GVN

DA Total 1.3 1.5 1.5 1.5 1.5 7.3
Total DA Funding 10.0 10.0 10.0 10.0 10.0 50.0
PVO Grants -- 1.0 -- 1.0 - 2.0
Title It & il 8.0 7.0 2.0 2.0 2.0 21.0
Grand Total 18.0 18.0 12.0 13.0 12.0 73.0

Within the Rural Enterprise Investment
Objective (1.0.2), the most important
activity is expanding rural financial
institutions and, specifically, improving
credit outreach to rural enterprises. If
required, as much as a $500,000 reduction
in this Objective would be borne by
reducing the studies and promotional
activities in U.S. investment and rural
infrastructure which are less central to
acheivement of the Investment Objective.
This would involve a proportional
reduction in results

2. PL-480 Food Assistance

Eritrea has not yet been able to meet more
than two-thirds of its cereal consumption
requirements from domestic production. In
drought years only about 30 percent of food
needs come from domestic sources. Asa
result of its low per capita food production,
Eritrea has relied on food aid to meet its
aggregate food needs. Over the 1985-1994
period, Enitrea received annually between
38,000 to 300,000 metric tons of food aid
which assisted between 92,000 and two
million people each year. Increased food

()



ll. INVESTMENT REQUIREMENTS: RESOURCE REQUEST

production, improved food utilization and
higher rural and export incomes are needed
to reverse this trend. )

The GSE aims to eliminate its dependence
on food aid. Its food aid policy evolved over
the past several years from widespread free
distribution of food at the end of the war to
a more recent policy of full monetization.
There has also been a steady improvement
in the transparency of actions related to food
aid. The GSE food security strategy is
largely aimed at ensuring immediate food
access to the most food insecure population
while attempting to minimize the negative
impact of food aid in terms of dependency
and market disincentives.

PL-480 Title II agricultural commodities
and 202(e) dollar grants remain a viable
development resource for Eritrea at least in
the short term. Modest allocations of each
and in tandem may be agreed upon on a
multi-year basis provided a “middle
ground” is agreed upon with the GSE,
USAID and Title I Cooperating Sponsors
who are eligible to receive PL-480 Title II
commodities and support grant monies to
implement development activities.

The development impact of PL-480 Title II
activities on enhanced food security in
Eritrea is naturally stronger if the activity
fits well with the host country’s stated
strategy, 1s integrated within USAID’s
investment objectives, has strong and
effective USAID oversight, and is fully
integrated with Development Assistance
(DA) activities. All of these are operative in
Entrea.

USAID/Eritrea has had intensive dialogue
with involved GSE officials and interested
PVO Cooperating Sponsors to help establish
an environment suitable for all partners to
achieve their shared objectives. An
operational model of successful cooperation
between a U.S. PVO Cooperating Sponsor
and the GSE 1s the PL-480 Title II Africare

Bada Activity. Its lessons learned to date
provide an understanding and common
ground between the GSE’s and USG’s
legislation and policies regarding food aid.
Already, Africare

has developed a

unic:meor:)z\:;tﬁni ty solid, trusting
to have a full relationship with l;ts
e A RebIE coupterpartsf and has
development’ mamtgmgd its
program with a organizational
‘limited integrity by playing
assistance’ a crucial, value-
workforce.” added role in the PL-
480 Title II
Anders-Peasley activity’s
Memo implementation.
1996
The recently

announced GSE
policy on the role of NGOs may now enable
U.S. PVOs to access additional PL-480 Title
II resources to support this Investment
Partnership.

The objective of USAID’s PL-480 Title III
assistance is to support implementation of
the GSE’s Food Secunity Strategy. First, the
program will improve food availability and
accessibility in rural areas for residents and
returnees. Second, the program will
generate local currency proceeds for the
costs of rebuilding a secondary roads
network (which is important for food
security and for political and economic
integration). Third, the program will enable
scarce budgetary and foreign exchange
resources to be directed to public
investment for reconstruction rather than be
used for imported food for consumption.

The proceeds from monetization of food
commodities under PL-480 Title III will be
allocated in its entirety to the Ministry of
Construction for the rehabilitation and
construction of secondary roads in Gash-
Barka, Anseba, and Northern Red Sea
zones. However, if requested by the GSE,
USAID/Entrea may also agree to other

Somehow, the
logic of food
assistance
remains
entangled in
obsolete rules
and regulations
that
cumulatively
contribute to
perpetuate
dependency.
Bureaucratic
inertia, very
strong
agricultural
lobbies in the
food surpius
countries in the
north, and
traditional
donor-recipient
relationships
may offer at
least partial
explanation of
this state of
affairs.”

President
Isaias,
Address to
World Food
Summit,
1996
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recipient agencies for rebuilding of other
rural infrastructure to improve food
security. )

USAID/Eritrea proposes a five-year $19.0
million program (comprised of $11.0
million in PL-480 Title III food bilateral

grants and $10.0 million in PL-480 Title I
PVO grants).

3. Operating Expense and
Personnel Requirements

USAID/Eritrea is one of the Agency's few
new country programs; the office of the
USAID Representative was only officially
established in FY95 with three FTEs. The
workforce and operating budget levels for
the current and next fiscal years reflect the
establishment of a new program rather than
the consolidation or contraction prevalent in
other USAID programs.

A formal Management Assessment in
January, 1995, conducted by a team of
experienced USAID specialists remains
valid and its recommendations provide the
basis for planned workforce levels.
USAID/Eritrea intends to maintain lean
operations below the “Present Course”
Assessment’s recommendation (4 USDH, 6
USPSCs, and 28 FSNs). To effectively and
accountably operate and implement three
Investment Objectives, USAID/Eritrea
requests only four USDH FTEs, three
USPSCs and twenty-four FSNs.
USAID/Washington approved this level in
the parameter-setting review (cable 96
STATE 107495).

1996 was the critical period for the
establishment of USAID/Entrea. By
January, 1997, a USDH Representative,
Supervisory and General Development
Officers and Program Officer, a USPSC
Executive Officer and Project Manager, a
TAACS Health Advisor and two Fellows
were finally at post along with 22 FSNs.
['his workforce level will not change

substantially through 1998.

USAID/Eritrea has also embarked upon an
ambitious training and team-building effort
focusing on its Eritrean FSN staff. At least
six FSN staff per year participate in USAID
or other formal training programs outside of
Eritrea (two-to-three FSN staff in the U.S.).
USAID/Eritrea is also considering a several-
year arrangement with a U.S. management
consultancy to provide regular, intensive
management skill and team building
training. Investment now in the Eritrean
FSN staff will enable more rapid
“Ertreanization” of USAID/Eritrea.

By 1999 the operations, program,
grantees/contractors and necessary systems
should be well-established, strong working
relationships and acceptable procedures
established with new government, and FSN
employees well-trained and capable of
management responsibilities. Thus, in 1999
the USPSC level would be able to be
decreased as the FSNs, intermediaries, and
government take greater responsibility for
activity management. Therefore, annual OE
requirements which peak at over $1 million
in FY96-97 with the maximum US and FN
workforce on board, will begin to decline in
FY98. After FY98, requirements should
begin to decline to the $900,000 range. At
these staffing and OE levels, USAID/Eritrea
will have the leanest ratios of staffing and
OE relative to program level of any USAID
office in Africa.

A reduction to an OYB level of $7.0 million
in DA will not substantially affect the
staffing or OE needs through 1999 for two
reasons: a funding pipeline has built up due
to the newness of staff and counterparts (a
new government and new FN staff
unfamiliar with development assistance or
USAID standards and procedures); and a
"critical mass" of experienced USDH and
USPSC staff 1s necessary to establish
effective operations with all the
assessment, training, dialogue, reporting,



. INVESTMENT REQUIREMENTS: RESOURCE REQUEST

and negotiations this entails. For the next
few years, the staffing and OE levels are
more related to the lack of FSN and host
country capabilities, than to changes in
OYB levels. However, at the $7.0 million
level reduced funding levels, USAID/Eritrea
would begin to reduce its staff in its
Democratic Governance Investment
Objective team in 1998.

4, Other USAID Support

In view of its lean staffing, USAID/Eritrea
must draw on considerable technical and
operational support from USAID/Ethiopia,
REDSO/ESA and USAID/W for the
success of this Investment Partnership.

[.O.1 (Primary Health Care) will require
periodic technical assistance from the
REDSO/ESA PH office and the Global
Bureau, Center for Population, Health and
Nutnition. Joint programs with USAID/
Ethiopia are also possible.

1.0.2 (Rural Enterprise) will require some
support from the regional GHAI office at
REDSO/ESA and AFR/SD, and BHR/FFP
in regional agriculture and marketing,
microenterprise development, financial
systems, and trade promotion.
Coordination and greater collaboration with
USAID/Ethiopia will also be important.

1.0.3 (Democratic Governance) will need
some technical assistance from the Global
Bureau’s DG Center and the Africa
Bureau’s SD Office.

Substantial operational support will be
necessary in three critical areas:
administrative and procurement support
from the Executive Office and Regional
Contracting Office at USAID/Ethiopia and
financial management support from the
Regional Financial Management Center at
REDSO/ESA. This support will enable a
lean workforce and OE level and more
expeditious Enitreanization of

USAID/Eritrea.

“You've got a
heads-up start on
being the best
Mission in the
Agency on
teamwork.”

L. Beyna,
MSI
1997
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B. PROGRAMMING OPTIONS MATRICES

Table 3

Resource Requirements, Low Level Scenario
(in $ millions)

Investment FY97 | FY98 | FY99 | FY00 | FYO1 | TOTAL
Objective

.0.1 Health

DA 3.0 40 3.0 3.0 3.0 16.0
PVO Grants - 1.0 - 1.0 - 2.0
1.0.1 Total 3.0 4.0 2.5 3.5 2.5 18.0
1.0.2 Rural

DA 4.0 3.0 4.0 4.0 4.0 19.0
Title Hi 6.0 5.0 - -- -- 11.0
Title |l 2.0 2.0 2.0 2.0 2.0 10.0
1.0.2 Total 12.0 11.0 6.5 6.5 6.5 40.0
1.0.3 DG

DA Total 0.0 0.0 0.0 0.0 0.0 0.0
Total DA Funding 7.0 7.0 7.0 7.0 7.0 35.0
PVO Grants - 1.0 - 1.0 -- 2.0
Title 11 & Il 8.0 7.0 2.0 2.0 2.0 21.0
Grand Total 15.0 15.0 9.0 10.0 9.0 58.0




. INVESTMENT REQUIREMENTS: PROGRAMMING OPTIONS

Table 4

USAID/Eritrea Staffing Plan
Base and Low Scenarios (Full Time Equivalent)

Operating FY96 FY97 FY98 FY99 FY00 FYO1
Expense Funded | Actual | BaselLow | BaseLow | BaseLow | BaseLow | BaseLow
US DH 3 4 4|4 414 414 314 3
FSN DH 0 0 01]0 00 010 0|0 0
FSN PSC 20 2 22122 22122 22122 22|22 22
US PSC 1 1 111 110 0]0 010 0

Subtotal 24 27 27|27 27|26 26|26 25|26 25
Program Funded
FSN PSC 0 1 112 112 113 114 1
US PSC 1 2 212 112 111 110 0

Subtotal 1 3 314 214 214 214 1
GRAND TOTAL 25 30 30|31 29130 29|30 27|30 26
Table 5
Operating Expenses Projections
($ thousands)

FY97 FY98 FY99 FY00 FYO01 TOTAL

Base Level | $1,100 $950 $900 $900 $900 $4,750
Low Level $1,100 $950 $850 $850 $850 $4,600

2



ADB
BASICS
BHR
CBER
CS/MHP
CSO
DHS
DOD
EC
ECDF
EDF
EGB
ELF
ER]
EPLF
ERREC
EU
EWFIS
FAO
GHAI
GSE
GTZ
IDA
IDD
IEC
IFAD
IGAD
IMCI
IMF

10

IR
MASHAV
MOA
MOC
MOE
MOH
MOLG
MPP
NCEW
NGO
NUEW
OAU
OFDA
OMNI
OPEC

ORGANIZATIONS AND ACRONYMS

African Development Bank

Basic Support For Institutionalizing Child Survival
Bureau of Humanitarian Response

Commercial Bank of Eritrea

Child Survival/Maternal Health Project

Civil Society Organizations

Demographic and Health Survey

U.S. Departmenttof Defense

European Community

Eritrean Community Development Fund

Eritrean Defence Force

Eritrean Grain Board

Eritrean Liberation Front

Expanded Program on Immunization

Eritrean Peoples Liberation Front

Eritrean Relief and Rehabilitation Commission
European Union

Early Warning and Food Information System
Food and Agriculture Organization - United Nations
Great Horn of Affrica Initiative

Government of State of Entrea

German Agency for Technical Co-operation
International Development Agency

lodine Deficiency Disorder

Information, Education & Communication
International Fund for Agricultural Development
Inter Governmental Authority on Development

Implementation of the Integrated Management of Childhood Iliness

International Monetary Fund
Investment Objective
Intermediate Results

Center for International Cooperation, Ministry of Foreign Affairs, State of Israel

Ministry of Agriculture

Ministry of Construction

Ministry of Education

Ministry of Health

Ministry of Local Government

Mission Program Plan

National Confederation of Eritrean Workers
Non-Government Organization

National Union of Eritrean Women
International for African Unity

Office of Disaster Assistance

Opportunities for Micronutrient Interventions
Organization of Qil Exporting Countries



ORS
ORT
PC
PFDJ
PHC
PHN
PL-480
PSI
PVO
SEATS

STATE/PRM

STD
ST/HIV
TBA
UCI
UNC
UNDP
UNFPA
UNHCR
UNICEF
USAID/W
USG
USIS
WB
WFP
WHO
WVRD

Oral Rehydration Salt

Oral rehydration therapy

Peace Corps

People’s Front for Democracy and Justice
Primary Health Care

Public Health & Nutrition

U.S. food assistance public law

Population Service International

Private Voluntary Organization

Service Expansion & Technical Support
Office of Population, Refugees, and Migration
Sexually transmitted diseases

Sexually transmitted infections/AIDS
Traditional Birth Attendant

Universal child immunization

University of North Carolina

United Nations Development Program

United Nations Fund for Population Activities
United Nations High Commission for Refugees
United Nations Children’s Educational Fund
United State Agency for International Development/Washington
United State Government

United State Information Service

World Bank

World Food Program

World Health Organization

World Relief Development



. ANNEXES]



X1 GE CY OALSAND
D/ERITREA BJECTIVES

Goal 1
Broad Based
Economic Growth

Strengthen
Markets

Expand Access &
Opportunity for
Poor

Basic Education
Expandsd and
improye
4

PRE™EEEEES -t B

A D/ERITREA
BJECTIVES

NOT
SAIDIERITREA
OBJECTIVE :

1

H
1
L]
L]
4

Goal 2
Sustainable
Democracy

Strengthen Rule
of Law and
Respect for

Human Rights

More Genulge &
. Compelilive
Politic 1 Process

PO S VL=

increased
Development of
Politically Active

Society

More Transparent
and Accountable
Government
Institutions

Mission
Sustainable
Development

Goal3
Population and
Health

Sustainable
Reduction in
Unintended
Pregnancies

Sustainable
Reduction in Child
Mortality

Sustainable
Reduction in
Maternal Mortality

Sustainable
Reduction in
STUHIV
Transmissions

Goal 4
. Environment

' Biological
) Diversity
: Conserved

.
i
1
!
1
t
'
i
L
(s
|
t
|

| Global Climate
+ Change Threat
' Redyced

¢

-

D

Urbanization
Sustained and
Pollution
Preyented

b e e - -

= - ———

. Increased

¢ Provision of

. Enviropmentally
' Sound Energy

Sustainable
Natural Resource
Management

The USAID Investment Partnership with Eritrea

Annex
Page 78

t
t

2 S

Goal b
Lives Saved
Suffering Reduced

Impact of
Humanitanan
Crises Reduced

Urgent Needs Met
in Crisis

T —S-ecurity
Established &

Fgetones

(I



NNEX 2: STATISTICAL HIGHLIGHTS

OPULATION
Population (1995) 3.0 - 3.5 million
Population Density (1995) 28 persons/sq km
Population Growth Rate (1995) 3.0%
Population Distribution (1995) Rural 80%
Urban 20%
Ethnic Groups: Nine major ethnic groups, each with its own language, of which Tigrinya (50%)
and Tigre (31%)
Official Language:  Tigrinya, Arabic, English
Religions: Christian, Muslim, Traditional
IEALTH
Infant mortality rate (1995) 72 per 1,000 live births
Under 5 mortality rate 135 per 1,000 live births
Maternal mortality rate 998 per 1,000 live births
Fertility Rate 6.1 births per woman
Children Fully Immunized (1993) 14%
Life expectancy at birth (1995) 46 years
Access to safe water: Rural 7%
Urban 44%
Access to sanitation (1994) Rural Less than 1%
Urban 48%
Population per doctor (1995) 28,000
Population per hospital bed (1995) 10,000
:DUCATION
Net school enroliment (1995) Primary 47%
Junior secondary 22%
Senior secondary 14%
Adult literacy rate Male 25 - 30%
Female 10 - 15%
Total 20%
:CONOMY
GDP per capita (1996) US$217-254
Annual average growth rate (1996) 6.8%
GDP by sector (1996) Agriculture 9.8%
Industry 27.4%
Services 62.8%
Principal exports: Raw materials, manufactured goods, food, live animals
Principal markets: Ethiopia, Sudan, Saudi Arabia, Italy
Currency: Ethiopian Birr USD1=EB 7.2

29
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ANNEN 4 INVESTVMENT UBJECTIVE HE, PRIMARY HMEALITH CAKE, FEKFUKYANLE VEUNTURING LA

ce Definition Baseline 1997 1998 1999 2 2001
or and Umts
Value Year Actual Target Target | Target Target Target
OBJECTIVE # 1: INCREASED USE OF SU STAINABLE, INTEGRATED PRIMARY HEALTH CARE SERVICES BY ERITREANS
An estimate of the proportion of women of reproductive age who are using (or 3.1 1995 5.4 9.3
whose partner 15 using) a modern contraceptive method at a particular point in
ate time.
mit; percent
Data source: DHS
Responsible: SEATS, USAID/E
Percent of births whose mothers were attended at least once during pregnacy by 49 1995 60 80
during | medically trained personnel for reasons related to pregnancy
Unit: percent
Data source: DHS
Responsible: USAID/E
te An estimate of the proportion of all cases of diarrhea in children under age five 38 1995 60 80
treated with oral rehydration salts (ORS) and/or a recommended home fluid.
Umit- percent
Data source: DHS
Responsible: BASICS, USAID/E
se An estimate of the proportion of households where iodized salt is used. 0 1995 40 80
Unit: percent
Data source: Targeted household survey
Responsible: OMNI

Indicators with DHS as a data source will be me

asured with a comparable survey at mid-term (1998) and 1n 2001.

The USAID Investment Partnership with Eritrea
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ANNEXN 4 INVESTMENT OBJECTIVE #1, PRIMARY EALTH CARE, PERFORMANCE IVIONIIUKRING FLAN
~1ance Definition Baseline 1997 1998 1999 2000 2001
ator and Units
Value Year Actual Target Target Target Target  Target
ate Result # 1: Access to Integrated PHC Services Improved
ed IMCI The percentage of targeted service delivery points where IMCI is offered. 0 1996 2 10 40 80 100
Unit: percent
Data source: Facility survey
Responsible: BASICS
ed FP The percentage of targeted service delivery points where a full-range of FP 5% 1996 10 25 40 60 80
services (according to MOH guidelines) are offered. Full-range is defined as 3
methods at a health station, 4 methods at a health center and 5 methods at a
hospital.
Unit: percent
Data source: Facility survey
Responsible: SEATS
ry The percentage of deliveries assisted by trained medical personnel 23 1995 40 60
Unit: percent
Data source: DHS
Res  ’ble: USAID/E
of The percentage of adults in two targeted commumties with knowledge of the TBE 1998
location of emergency obstetric care services.
Obstetri Unit: percent
Data Source: Community Survey
Responsible: SEATS
Within the context of this strategy the Mimstry of Health has designated three zones as Early Impact Zones. Forty-three health facilines within these three zones will be
targeted for the early implementation of new practices, such as IMCI and Safe Motherhood.
Puage 82
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ANNEN 42 INVES I VIENT UBJECIIVE #1, PRIMARY HEALIH CAKL, FEKFUKIVIANCE IVEUINTIURSE YU 1 LAR
ance Definition Baseline 1997 1998 1999 2600 2001
or and Units
Vaiue Year Actual Target Target | Target Target Target

e Result 1.1. Policies for PHC Service Delivery Implemented

The proportion of health facilities surveyed utilizing PHC Policy Guidelines in 0 1996 50 75
at on the delivery of PHC services.’

Umit: percent

Data source- Facility survey

Responsible BASICS
e Result 1.2: Capacity to Manage and Plan for PHC Services Enhanced
urce National Health Human Resources Development plan developed and adopted. Neo 1996 Yes

Unit: Y/N

Data source: Plan development and adoption

Responsible: BASICS
tion of | The proportion of zones receiving budget allocations for the implementation of 0 1996 kK] 50 75 100
cial PHC plans.

Unit: percent

Data source: Zonal Survey

Responsible: BASICS
ry for | The proportion of revenue for health service as compared to non-wage recurrent 16.5 1994 8 20 22 23 25
Services| expenditures.

Unit: percent

Data source: MOH budget survey

Responsible: BASICS
ng The proportion of zones using an epidemiological profile to develop plans for 33 1996 67 100

service delivery.

Unit: percent

Data source: Zonal Planning document survey

Responsible: BASICS
3Uuhzauon of PHC Policy Guidelines to be defined by BASICS.

Page 83
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ANNEX 4: INVESTMENT OBJECTIVE #1, PRIMARY HEALTH CARE, ERFURMANCE IV ONIIUKING FLAIN

wnce Definition Baseline

r and Umts
Value

_¢ Result 1.3* Availability of Integrated PHC Services Increased

s of An estimate of the protection against pregnancy provided by family planning 5900 CY
YP) services during a period of one year, based upon the volume of all contraceptives MOH
sold or distributed free of charge to clients during that year. only
Unit* couple-years of protection
Data source: MOH/Central Medical Stores Distribution Records
Res nsible: SEATS

ting The number of social marketing outlets selling Eritrean Condom Social 0
Marketing Group (ECSMG) condoms.’
Unit: number
Data source: ECSMG distribution records
Responsible: ECSMG/PSI

An estimate of the proportion of targeted health facilities not experiencing stock TBE
outs of 13 essential drugs listed on the IMCI list.

Unit: percent

Data source: Facility survey

Responsible: BASICS

te Result # 2: Client Demand for H Services Enhanced

ARI  The proportion of children under three with cough and rapid breathing who 37
were taken to a health facility or provider.
Unit. percent
Data source: DHS
Responsible: BASICS, USAID/E

The percentage of adults in two targeted communities who are knowledgeable TBE
about maternal complications of pregnancy and childbirth

Umt: percent

Date Source: Community survey

Res ible: SEATS

The ECSMG s the partnership formed by PSI for the development of the condom soctal marketing activity in Eritrea.

Year

1996

1996

1997

1995

1998

Actual

1997

Target

14,600
MOH only

120

1998

Target

200

50

1999

Target

2

Target

70

The USAID Investment Partnership with Eritrea
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2001

Target
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NAEN 4 NVESIMENT OUBJECHIVE #1, PRIMARY HEAL I CARE, FERFORMANCE viUN LUKING LAY
ce Definition Baseline 1997 1998 1999 2 2001
r and Units
Value Year Actual Target Target | Target Target Target
P The proportion of women of reproductive age who know at least one modern 62 1995 70 80
farmily planning method.
nit; percent
Data source: DHS
Responsible: BASICS, USAID/E
H The proportion of adults surveyed who recognize condom use as an acceptable 35 1995 50 70
actices | means of protection from HIV nfection.
Unit: percent
Data source: DHS
Responsible: ECSMG/PSI, USAID/E
te Result #3: Quality of PHC Services Improved
The proportion of patients in targeted facilities diagnosed by the health care TBE 1997
of provider who are prescribed treatment in accordance with the national policy
(regarding diarrhea, malaria, and ARI).
Unit: percent
Data source: Facility survey
Responsible: BASICS
The proportion of target health facilities with personnel reporting one or more 0 1997 30 40 50 60
visits every three months by supervisor.
Unit: percent
Data source: Facility survey
Responsible: BASICS, SEATS
ack The proportion of target facilities receiving feedback on HMIS reports in a 0 1996 20 40 60 80 100
timely manner.
Unit: percent
Data source: HMIS Report survey
Responsible: BASICS
rage |Proportion of health workers in target facilities who have been trained n Safe 0 1996 10 20 40 80 100
Motherhood practices.
Umnit: percent
Data source: Traning records
Responsible: SEATS
Puge 85
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INVESTMENT OBJECTIVE #1, PRIMARY HEALTH CARE, PERFORMANCE MMONITORING FLAN

ANNEX 4:
ance Definition Baseline 1997 1998 1999 2000 2001
tor and Units
Value Year Actual Target Target | Target Target Target
TBE 1997 50 70 80 100

Percent of women admitted with hemorrhage, eclampsia, septic shock, or
obstructed labor who are treated according to guidelines established in Safe

Motherhood Protocols.

ns Unit: percent
Data source: Facility records survey
‘——_M
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ANNEX 7: PHC Early Implementation Zones, Subzones, and Health Facilities

[}

) Subzone Referral Hospital Health Center Health Stations
wuthern 1. Tzerona | Adi Caieh Hospital Tzerona -Genzebo
op. 630,027) (43,660)
2. Segeneiti Segeneiti -Hadida
{38,302) -Hebo**
-Gheneseba
3. Areza Mendefera Hospital | Areza -Maydima
(59,149) -Ziban Debri
-Adi Gulti
entral 1. Mainefhi Mekane Hiwot Hos. | Mainefhi -Adi Gebray
‘op. 491,566) (42,185) -Himbirti
-Ketemawlie
2. Serejeka , Serejeka -Embaderho
(51,575) i -Adi Sheka
-Geshnashim
3. Northern Asmara Edaga Hamus -Central
(10,000) -Edaga
ash Barka 1. Dige Agordat Hospital Keru -Deret
>o0p. 513,977) {41,883) -Dege
-Tekreret
2. Mansura Mansura -Migrah
(47.211) -Duluk
-Gerger
Barentu Hospital Tokumbia -Augaro
3. Gogne -Shilalo
(42,805) -Dassie
Tessenei Hospital Goluj -Gergef
4. Golyj* -Tebeldia
-Omnihager***

(1) Population Estimates--Source, MOH, Eritrea

‘Refugee Resettlement Area

**Catholic NGO
***Health Center, behaves like a health station
Last revised 24 July 1996
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ANNEX 8: PHC/USAID Implementing Organizations

ASICS support is designed for a period of three
:ars (9/1995-9/1998) and focuses largely on
itical system and capability-building activities
ith the Ministry of Health. Areas of technical
iput under BASICS include (1) assisting the MOH
» assess planning needs, develop guidelines and
wanuals for decentralized health planning,
nducting training workshops for health personnel

national, zonal and sub-zonal levels; (2) long-
'm technical assistance to work with the MOH to
stablish a  Health/Management Information
ystem; (3) working with the MOH to strengthen
calth system training through updating teaching
arricula, sponsoring health personnel for mid and
hort-term overseas training and building in-
ervice training into project activities.

EATS TA is schedule for two years (3/96-12/98)
nd will emphasize improving the quality of and
ccess to reproductive health services, particularly
imily planning services. SEATS will work closely
-1ith the MOH at the central, zonal and sub-zonal
:vels to improve the management and delivery of
‘P/RH services. Specific activities include: FP/RH
raining for health workers; clinical service
yrovision, awareness campaigns, procurement of
linical equipment and furniture for health facilities;
nd, management training. SEATS will also work
¢ith the National Union of Eritrean Youth and
tudents, the National Union of Eritrean Women
nd the Planned Parenthood Association of Eritrea.

\ctivities outlined in the OMNI Scope of Work will
egin in early 1997 and will run for a period of two
cars. For this period, OMNI will work towards
ree primary objectives: (1) strengthening the I[EC
nit in the MOH in terms of message development
nd transmission through a spectrum of media with
n initial focus on micronutrient and other nutrition
1essages; (2) providing TA to the IDD Task Force
or universal salt todization to include quality
ssurance and control systems, improved salt

production,  distribution,  monitoring  and
examination of Sustainability requirements; and, (3)

.assisting with an assessment of vitamin A and iron

folate supplement availability and existing delivery
systems and assure appropriate treatment and
prevention measures for micronutrient deficiencies
are in place.

There is a critical need for AIDS prevention
interventions in Eritrea. Effective STD/AIDS
prevention programs, a major component of
reproductive health, are lacking and required.
Population Services International (PSI) will work
with a local partner for a period of two years to
develop a condom social marketing project in four
primary locations: Assab, Massawa, Keren and
Asmara. Geographic target areas were selected by
the MOH on the basis of information which points
to these areas as high-risk for HIV transmission,
particularly Assab and Massawa. Project condoms
will be introduced initially in these locations
progressing later into the more rural areas of the
country. An estimated five and a half million
condoms will be marketed over three years to
Eritreans at risk of contracting STDs, including
HIV. The project features high-impact
communication campaigns, distribution strategies
for both urban and rural areas, and a pricing strategy
that will deliver affordable condoms to low-income
Eritreans and employ profit margins appealing to
private sector distributors. The MOH will work
closely with PSI and their partner organization to
ensure the effective design and implementation of
this private sector activity.

Other partners include two BHR/PVC Child
Survival Matching Grant recipients: Africare
(10/94-9/97) and World Vision (6/96-9/99). All
project activities will be implemented through the
MOH, in close coordination with the zonal and local
medical officers.



fricare assistance to the MOH is intended to
rengthen MOH capacity to provide curative and
-eventive health services to the sub-zones of
orthern Denkalia and Araeta. Africare will focus
1 improving primary health care in curative
wilities in two locations of the sub-zones. The
coject will also include technical assistance and
>mmodities for provincial and local health staff to
ain community-based health workers and
iroduce preventive maternal and child health
:rvices.

Jorld Vision will work in the Anseba region to
nhance the delivery of EPI, growth monitoring,
utrition, antenatal care, CDD, ARI and malaria
1essages and services to infants, children under 5
ears of age and women of child bearing age.
«ctivities will include: updating the technical skills
f the Zonal Health Office to plan, deliver, monitor
nd evaluate their Child Survival activities and
ssisting the under served and previously unreached
ommunities through participatory rural appraisal
PRA) exercises. World Vision will also work with
1e voluntary health workers, health communities
nd TBAs to encourage the utilization of child
arvival messages and services at the community
nd household levels.




Participation, Civil Society and Political Space in Eritrea:

Observations and Analysis

by
i

Elizabeth Hart, Democracy Fellow, G/DG
Melissa Brown, Democracy Officer, G/DG

March 1997

In the course of a brief TDY in January-February 1997, we explored the status of
civil society and the conditions for democratic participation and accountability in Eritrea.
This report on our findings is designed both to give a sketch of the political scene in Eritrea
and to provide a deeper analysis of the opportunities and challenges for broadly democratic
participation and accountability in this new country as it forges its path toward political,
economic and social development. It is clear that the Eritrean government has set for itself
an ambitious agenda for developing and distributing resources and political influence to its
citizens, but some of its tactics for shaping the country’s development to those priorities may
work against the goal of participatory and democratic governance it has established for itself.
In particular, a structural concentration of organizational and financial resources may remain
and even be reinforced, despite government commitment to deconcentration and
decentralization, and could fundamentally constrain the development of democratic
governance in the future. USAID/Eritrea has chosen a strategy of seeking opportunities
within the parameters of the lack of human and institutional capacity in Eritrea and the
government’s development priorities. This report does not necessarily dispute such a choice
at the current time, but it does point out some potential risks associated with a strategy that,
so far, works mainly with government and associated organizations. The findings of this
report thus would argue in favor of addressing participation and civil society development
issues more broadly over the five- to eight-year horizon of the Mission’s strategy. The
report also emphasizes the need to look ahead to how to evaluate or monitor movement
toward greater participation and accountability over the life of the strategy.

The following section provides a broad overview of the current democratic situation in
Eritrea, then an outline of the major political actors and dynamics most relevant to issues of
participation and civil society development is provided. A third section addresses the major
challenges to democratic participation and accountability that can be identified in the current
transitional situation. The final section analyzes these risk factors, identifies possible ways
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of addressing them with programming and other USAID resources, and proposes evaluative
indicators for monitoring change over time.

L. Overall Impressions

The first thing that must be said regarding any political analysis of Eritrea is that any
conclusive evaluation of the situation in the short term is tremendously difficult. Eritrea is a
very young country still feeling its way toward the political structures and practices that will
ultimately govern Eritrean society. Many of the early indications are quite positive,
especially the recent exercise in constitution-making, the participatory nature of which has
been commented upon widely. Likewise, the current leadership has stated clear intentions to

develop a broadly participatory political process and decentralized institutions of democratic
governance.

Yet movement toward these goals is still in the very early stages, so the outcome remains
indeterminate. Currently, politics in Eritrea plays out in a relatively restricted arena in
which political competition is limited to a very small circle. The current leadership
commands a mainly hierarchical system of governance. This may well be a carryover from
the military structure the leadership commanded until independence, but there is scant
evidence at this time that the government structure is intended for any other end than
governing with very little human and technical capacity. Plans for promulgation of the
constitution and elections for a national legislature are moving forward. Regional Assembly
elections have been held, and those elected will form the Constituent Assembly. The
Constituent Assembly is slated to ratify the constitution this May, though this may be an
optimistic timetable, given the logistical demands of the process. The proposed constitution
embodies a commitment to broadly democratic ideals, though some issues regarding
participation, such as the details of who is allowed to vote and run for office and on what
organizational basis, are left to promulgation of laws later. Current restrictions on civil
society and participation (see below) may well change with new laws promulgated under the
new constitution, though the post-constitutional status of existing proclamations (which have
the force of law) has not yet been spelled out. Thus many of the signals coming from the
Eritrean leadership support a positive assessment of their democratic intentions, but the
challenges to fulfillment of their agenda are also clear.

Further complicating the task of assessing the democratic situation in Eritrea is the fact that it
is difficult to identify a constituency for broader civil society at this point. The leadership
that brought Eritreans from war to peace and from occupation to independence enjoys
widespread support, and there is little sense that Eritreans conceive of the relationship
between government and citizens as an adversarial one. This sense of unity is underscored
and strengthened by a strong commitment on the part of the political leadership to providing
for the needs of the society, as it did during the years of the struggle. One may question
whether this is an appropriate goal for any government, especially one with extremely limited
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capacity, but there is no evidence that it springs from anything but concern for the people of
Eritrea.

The democracy and governance problematic in Eritrea, therefore, is not lack of democratic
intention--it is too early in the country’s history to pass this kind of judgement on Eritreans’
singular efforts to forge a new nation and avoid some of the mistakes of other countries on
the continent. The democratic commitment of the current regime has been widely cited by
the Mission and many others. The history of the struggle for independence highlights the
EPLF’s inordinate commitment to the Eritrean people, not only in the sacrifices made in
battle, but also in its efforts to organize, educate and care for the civilians of Eritrea. The
participatory nature of the constitution-making exercise provides a model for democratic
governance in the future. The government’s commitment to overcoming gender '
discrimination and to dealing constructively with ethnic and religious diversity is exemplified
in many forms from school curricula to constitutional provisions for equality between
genders and among ethnic groups. And the government has openly embraced the concept of
private sector-led development, even going so far as to pursue a wide prosecution of
corruption in a party-owned company. All these indications attest to the current strong
commitment to the components of a democratic society.

Thus the real problematic of democracy in Eritrea lies not with commitment now, but with
possible outcomes in the future. Currently, most of Eritrea’s political, organizational and
economic resources rest in the hands of the government and related groups. As the
government’s efforts to lead development and bring about stable democracy mature, how will
political space be delineated? Will conditions be created to encourage broader distribution
and development of those resources? The commitment appears to be in place, but the risk is
that the current degree of concentration of resources could create structural bottlenecks
holding back the development of resources outside the state and its network. We will return
to these issues in the last two sections of this report.

II. Current Status of Political Scene--Actors, Resources, Dynamics

The array of political actors in Eritrea centers on the president and his close advisors. As
will be discussed below, politics and policy making are still a mainly centralized and
hierarchical process. One important aspect of the executive at this point is the prominence of
ex-fighters from the ministerial level to sometimes much lower levels of administration.

Outside the official government structure, the People’s Front for Democracy and Justice
(PFDJ) is the main political entity. In 1991, the Eritrean People’s Liberation Front (EPLF)
formally delinked itself from the government and renamed itself the PFDJ. Several other
groups formerly linked to the EPLF--the most important of which are the National Union of
Eritrean Women (NUEW) and the National Union of Eritrean Youth and Students (NUEYS)-
-also play an important role in Eritrean political life. They are mainly service organizations,
and they have been officially delinked from the party and the government, but they remain
closely affiliated with the governing leadership and institutions. In fact, the leadership of the
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government, PFDJ and other major institutions overlaps significantly. During the course of
a brief TDY, we were unable to determine the degree of internal democracy being practiced
within these more or less quasi-governmental institutions (including the PFDJ). A
determination of this factor would shed a great deal of light on the overall democratic

situation in Eritrea, given the dominance of these groups in the organizational and political
landscape.

Among other groups, 16 dompestic NGOs were registered with the Eritrean Relief and
Rehabilitation Commission (ERREC), the agency that regulates and coordinates all
international and domestic relief and development operations. Of the 16 domestic groups, 7
with religious affiliations recently have been excluded from development activities. (World
Vision, a religious-based international NGO, has been allowed by the government to continue
its development activities.) Among the non-religious groups mentioned as NGOs were the
Planned Parenthood Association of Eritrea, the Eritrean Community Development
Association, the Eritrean Community Development Initiatives, the Eritrean Red Cross,
NUEYS and the NUEW. Other groups in society whose status and connection to
government is less clear include the National Confederation of Eritrean Workers, some
economic cooperatives, and other groups such BANA, an association-turned-share company
that works with women ex-fighters. Further specification of the particular relationships
between these and other groups and the government would help clarify the potentials and
capacities for civil society development in Eritrea.

Within the ruling circle, the main political dynamics focus on the dominance of ex-fighters
and the question of market-led economic growth. The former issue does not appear to be the
source of much disagreement within the political leadership, but there is some question of
whether non-fighters will find their opportunities constrained due to the preferences currently
being given to ex-fighters, and whether this will cause political dissention later.

Furthermore, some observers attribute the disappointing pace of returning Eritrean diaspora
to the limited opportunities they find upon their return. On the issue of economic priorities,
the government has openly embraced a private sector-led model for economic growth, but
within the leadership, there appears to be differing degrees of commitment to this model.
Some observers say this the most likely issue around which a splinter of the PFDJ may
develop, with the free market skeptics breaking away from the rest of the front.

In addition to these potential sources of political conflict, it should also be noted that Eritrea
may face conflict focussed around politicized Islam. The Eritrean Islamic Jihad appears to

be a small organization, but it is greatly feared by the country’s leadership and is the reason
given for many of the more restrictive measures affecting civil society. Not only does
political Islam represent a threat for internal security, but it also raises the specter of regional
conflict. Sudan has made no secret of its support for the Jihad, and Eritrea, in turn, supports
the Sudanese rebellion. If the current situation leads to increased marginalization of Muslims
within Eritrean society--something the current leadership has tried to overcome--the country’s
internal political situation could be greatly affected. The Eritrean Liberation Front (ELF),
which is mainly Muslim and from which the EPLF broke off in the early years of the
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struggle, still maintains an organizational presence (mainly overseas) and thus may represent
the most organized source of opposition to the current (mainly Christian) leadership of the
PFDIJ and the government.

[II.  Challenges to Accountable Democratic Governance

Given the difficult circumstances with which Eritreans must contend in their efforts to
develop their new country politically and economically, it should be expected that the process
will move forward with fits and starts. No transition to democratic governance is smooth,
and particularly not one which must build governing structures and a participating society
almost from scratch. Several factors of the Eritrean situation contribute to this difficulty.

A. General environment for development

It must be recognized that Eritrea’s physical and economic environment constitutes a severe
initial constraint of the development of all aspects of polity and society. Eritrean human
resources have been greatly depleted, not only by the direct losses of war, but also by lost
years of education, productive economic activity, administrative experience and experience in
participation in stable government. The limited productivity of the land, and the lack of
development of the country’s other natural resources and economic potential require that
most Eritreans occupy themselves principally with the battle for survival. Concerns about
broader public issues, even the most basic problems for which collective action could provide
a solution, may be well beyond the line of sight for many Eritreans. In this environment, it
is not surprising that an active civil society has not developed.

B Government capacity

In addition, Eritrea’s early stages of political and institutional development in work in a
number of ways to limit the potential for democracy and accountability in the short term.
Low levels of human and technical capacity confine government activities to a limited range,
and fear of overextending that limited capacity, or overwhelming it, may be part of the
explanation for government restraints on civil society. A generally hierarchical mode of
policy making and regulatory approach to non-governmental initiatives, requiring high-level
approval for even small activities, has also developed. This is due in part to an evident
conviction among much of the leadership that government, rather than private groups or
individuals, is broadly responsible for leading the country’s development, but also due to the
lack of capable staff and institutions at lower levels of government. In addition,
communications between ministries are not sufficient to prevent agreements reached and
permissions granted in one ministry from being held up in another, frustrating
implementation of projects and development of independent groups. A further result of
limited capacity and experience in governing is the instability of the legal framework for
participation, as laws are made and changed to adapt to changing circumstances and leaders’
learning process, and uncertainty about the timetable for transition to elected rule. Such
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uncertainties seem to have led to a "wait and see" attitude among people who might
otherwise be making financial and political investments in the country.

The lack of governmental capacity has been exacerbated, to some extent, by the
government’s slow movement to take advantage of opportunities, many of them offered by
international donors, for (especially human) capacity enhancement. In practice this slowness
seems to result more from the government’s commitment to own the process (from designing
training programs to implementation) than to low commitment, but the result is continued
slow progress in expanding the pool of Eritreans capable of taking on the wide range of
complex roles and tasks involved in broadly participatory government.

C. Constraints on societal capacity

At this point, the broader Eritrean society lacks the technical and human capacity to create
any counterbalance to the dominance--albeit limited itself--of the state in the organizational
arena. In addition to the effects of war and poverty, the problem also stems from the limits
government has placed on the operation of domestic and international NGOs. Much attention
has been focussed on the constraints under which international NGOs must operate in Eritrea,
and though these are non-trivial issues, we believe them to be of lesser importance than the-
question of domestic civil society development. '

The government has identified a narrow area for non-governmental activity in Eritrea. Civil
society organizations are deemed redundant if they propose to work on issues or activities in
which the government or already-established (usually government-linked) groups are already
working, or in which the government believes it ought to be working. Some non-
governmental groups have been prevented from registering or carrying out activities because
of concerns they may be conduits for potentially destabilizing foreign interests. This is
usually the main reason given for the ban on religious organization involvement in
development work or broader political activities, as fear of politicized Islam--mainly
sponsored by Sudan--has led the Eritrean leadership to attempt to keep a strict division
between the realms of religion and politics. Concern about foreign influence and/or aid
dependency is also given as the reason for preventing non-governmental groups and the
media from receiving foreign grants and other types of aid. (Though some groups have been
able to receive small grants--mainly of equipment rather than funds--through special
arrangements with the government.) Through mechanisms like these, the situation at this
point is one in which civil society organizations must receive government approval through
the registration process, operate under the coordination of the government--especially in
development activities--and have little recourse if the government decides they do not serve
the interests of national development. In particular, it has been reported that organizations
that are particularly adept at fundraising and offer competing approaches to government’s in
solving a particular problem--such as BANA (formerly an association, now a share
company), a group serving the needs of women ex-fighters--are finding it difficult to operate.
(The whole story of the difficulties surrounding BANA's founding and its changing
organizational status remains quite unclear, but its activities may have been seen as
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competing with those of the NUEW. In any case, the lack of information and clarity
surrounding this question has elevated its importance as a possible example of government
controls on civil society in Eritrea.)

An additional constraint on civil society stems from the fact that the line between public and
private spheres of action is not well-developed in Eritrea. The most prominent domestic
groups, which are called non-governmental, such as the National Union of Eritrean Youth
and Students (NUEYS) and the National Union of Eritrean Women (NUEW) are officially
delinked from the government, but had their roots in the EPLF movement, still receive
limited financial and/or logistical support from the government, and are led by individuals
with strong ties to the government leadership. Overall, as with the previously-cited
conception of the government’s legitimate role in the society, Eritrean leaders also convey a
sense that the distinction between civil society and government/party is not relevant. As one
official put it, "civil society is what the EPLF has been mobilizing since the beginning of the
struggle," suggesting a very different conception of civil society than the common one which
identifies civil society as an independent arena of activity between the state and individuals.
While the more common definition sees civil society as both a cooperative force with the
state enabling good governance and a countervailing force to the state, the prevailing

conception at least among Eritrean leaders seems to be that there is little need for
countervailing forces.

Likewise, while the government has embraced the concept of private sector-led growth, many
of the large private companies in the country at the moment are actually owned by the PFDJ,
again blurring the line between private and public in a way that could have serious
implications for economic growth and political developments in the future.

It must be recognized that Eritrea, building on the unity of vision forged in a long struggle
for independence, may be developing a new model for cooperative governing. Moreover,
the government’s concerns about the vicissitudes of international assistance--its dependability,
utility and sustainability--should be taken seriously, and related limits on civil society should
be examined in that light. At the same time, it should be made clear that regardless of
motivations, this blurring of the line between public and private spheres of action has the
potential to limit development of civil society (and the private economic resources which are
its building blocks), and consequently political participation and accountability. This is not
to say that political differences cannot be accommodated within a less-diffused constellation
of political and social institutions. This remains an open question, but in the interim it is
important for USAID to analyze carefully the risks of the current situation, and what may be
done to mitigate those risks. In particular, it needs to be acknowledged that in the current
array of extra-governmental groups, organizations with strong ties to the governing power
dominate, and they do not necessarily constitute an alternative, independent source of
resources and/or ideas in Eritrea.

Furthermore, given the government’s current opposition to allowing independent groups to
carry out functions within the purview of existing organizations, it is clear that the quasi-
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governmental organizations have a strong potential for crowding out the development of
other resources and ideas in Eritrea. This is also true of the large role of the PFDIJ in the
private economic arena, where party-owned companies may crowd out independent
companies, and where the strong role the party plays in approving other investment projects
poses important questions about the overall concentration of power in a relatively narrow set
of political institutions.

IV.  Evaluating Political Space Issues Over the Life of the Strategy

This section identifies specific issues and evaluative indicators for analyzing the direction of
possibilities for participation and accountable governance over the 5-8 year horizon of -the
USAID/Eritrea strategy. Eritrea is at an early stage in its political development now, but
over the coming years, it will be important for USAID to carefully evaluate the direction of
political changes and to begin to consider ways of supporting democratic governance and
participation if it does not naturally emerge from the political structures developing now.
The goals of democratic and participatory governance are at the heart of the Eritrean
government’s vision for the country, so evaluation might perhaps be proposed as a joint
effort of USAID and the government.

A. Limitations on formation and activities of non-governmental actors/organizations

Domestic NGOs: The problem to analyze here is the degree to which space for the
aggregation and articulation of alternative interests and ideas is protected in Eritrea’s pursuit
of development. Concerns about instability, foreign influence and self-determination may be
valid, but at the same time, limits on the marketplace of ideas can ultimately constrain all
aspects of political and economic development through their impact on accountability and on
political support for a government. The government’s concerns about maintaining national
unity could come to an unfortunate end if they ultimately stifle the creative dialogue that
allows countries to grow and change. Moreover, a government with severely limited
capacity to fulfill its development goals might be able to address some of these problems by
encouraging other groups in society to organize themselves to solve their own problems.
This is an especially promising approach in a society like Eritrea’s, where willingness to pull
together for a common goal is strikingly high. On the other hand, stifling such activity poses
the risk that high expectations for government performance will not be met and
disenchantment will follow.

Program recommendations:

Evaluative indicators: NGO guidelines are currently in development; what will they say
about the space for independent organization of interests? How will the constitution address
the role for organizations and associations in political and policy advocacy? Will the
National Assembly work to create a more supportive environment for civil society? Are
certain organizations denied registration or unduly marginalized? Are the processes of
registration and/or reasons for denial transparent? How will the Constitution Commission’s
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recommendation that civic awareness, particularly as relates to citizen rights under the
constitution, be supported in the period after promulgation?

Dialogue: The mission and embassy should continue to raise the concern that neither the
goal of democratic development nor economic growth is served by undue limits on civil
society development. [Definition of "undue," of course, will have to be flexible.]
Discussions might be pursued on the ways in which domestic groups could supplement
government’s development activities and improve societal capacity. A dialogue with the
government on the efficiencies of aggregated citizen interests in determining the political
weight of various priorities might also be undertaken. Ultimately, it would be hoped that the
government would consider carefully whether it is creating the enabling environment for the
kind of development it wants for Eritrea.

Programming: To the degree possible, the mission should take advantage of targets of
opportunity to support a broad range of organizations, focussing in particular on their
capacity to aggregate members’ interests and represent them to a broader range of decision
makers. Opportunities should arise in the wake of local and national elections. As the new
assemblies begin to exercise new authorities under the constitution, broader latitude for
citizen engagement will probably follow. It may also be important to determine the legal
distinctions among what the government calls associations, NGOs, cooperatives, and share
companies, all of which fulfill some of the roles of civil society in Eritrea.' The legal
distinctions may well have implications for groups’ room for maneuver and may be used to
limit some groups’ activities while giving broader scope to others. Thus they may be
important aspects of the civil society enabling environment. Patterns in these distinctions
may help clarify the government’s priorities, as well as the real capacities and priorities of
various extra-governmental groups. Clarifying and perhaps simplifying this legal framework
could contribute to a better environment for participatory development and democracy.

International NGOs: The government’s concerns about the destabilizing and/or
disorganized impact of international NGOs, as well as its commitment to avoiding aid

' On the basis of limited research during the TDY, the following distinctions seemed to
exist: Associations are subject to ministry guidelines for activities, are often restricted to
activities the government does not deem to be redundant or within its own proprietary realm of
action, can operate without by-laws, cannot receive funds from international sources, and cannot
implement projects of more than $100,000. NGOs are actually usually associated with the
government, at least formerly as part of the EPLF (and leadership tends to be linked closely with
government/party leadership), usually have larger programs of at least $100,000 per year, and
may receive funds from international donors/agencies (so long as resources are funnelled through
government?).  Cooperatives always have by-laws, cannot go beyond rules set by the
government for their operation (which are currently under revision). Share companies are
usually purely economic entities. Share companies can raise funds from shareholders, and in
some cases have received special permission to receive additional funds from outside sources
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dependency, should be taken seriously. On the other hand, when the government has little
capacity to meet the basic needs of its citizens, it may be harming itself by putting too many
limitations on the activities of international assistance groups. The main concern of this
report, however, lies with the impact that limits on international actors may have on
prospects for domestic civic development. Keeping in mind real concerns about Islamic
insurgency and other potentially destabilizing influences, it-may still be possible to engage
the government in dialogue and activities that would build on the existing commitment to
responsible government and: democratic participation through more broad thinking about ways
international groups could strengthen local capacity.

Quasi-governmental organizations: These organizations (NUEW, NUEYS are the main
examples), which enjoy access and influence in governing circles, provide essential services
and social organization, but they are less likely to introduce ideas that compete with
government policy and priorities than more independent groups. Thus they are less probable
vehicles for ensuring broad public accountability of government. They may also crowd out
the development of more independent groups.

Program recommendations:

Evaluative indicators: Are the quasi-governmental organizations exercising their
independence in ways that improve the balance of organizational and €COonomic resources
between state and society? Are their internal practices sufficiently democratic to allow all
interests or ideas a fair hearing, even if in opposition to government positions? If competing
views emerge, do they have a chance to change the organizations’ priorities and/or
leadership? Do the groups see a role for other organizations/associations working in their
sector? Do they encourage such participation?

Programming: Over the period of the strategy, the mission should seek opportunities to
work with a broader range of domestic organizations. This may be more possible at the
local rather than the national level. Opportunities to strengthen participatory capacity in
society may also arise in the course of other capacity building activities, both within the
realm of government and politics, and outside it (see below).

Independent media: The current Press Proclamation, which carries the force of law,
reserves ownership broadcast media , the most accessible source of information for most
Eritreans, to the government. Private ownership of press operations is permitted, but
international investment in such operations is prohibited. Self-censorship may also be
practiced, given stiff slander laws. In general, there is little editorializing, and there are only
a few privately owned press outlets. So far, internet access has not been allowed by the
government, generally out of concerns over access to culturally offensive information, such
as pornography, and the spread of information that the government believes may be
destabilizing or inflammatory. Negotiations on the Leland Initiative are underway, and the
government has expressed a general support for internet access in Eritrea. Even if the
government finally allows internet access, however, this resource would be available to only
a very narrow section of the population.
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Program recommendations:

Evaluative indicators: The degree to which the press proclamation is brought into line with a
fairly progressive constitution. Emergence of private, independent news sources. Does
editorial comment and opinion increase over the life of the strategy? Is there a noticeable
response by the government to expression of alternative views?

Programming: Exchange programs like those of USIS; pursuing targets of opportunity to
support professional associations in the media.

Cooperatives and other economic groups currently in USAID/Eritrea’s non-D/G
program portfolios: Economic development efforts under USAID’s rural enterprise
programs could be building blocks for development of independent resources and interest
aggregation/articulation at the very important local level. If these groups are not empowered
to take on more than basic economic functions, however, that potential may not develop. In
order to say that these groups and programs are fulfilling D/G goals, evaluation will need to
be carried out on the degree to which they are actually developing independent approaches to
service delivery and, more importantly, advocacy.

Program recommendations:
Evaluative indicators: First, are local-level economic organizations fulfilling their economic
goals? Then, to what degree are they able to identify their needs/rights/interests and assert

them to relevant government bodies (local councils, etc.) or service agencies (local branches
of ministries, etc.)?

B. Democracy and governance issues related to private sector development

The Eritrean government has openly embraced a private sector-led development strategy.
USAID/Eritrea should build on this interest by evaluating progress in this area and
developing further the relationships between private sector growth and democratic
participation. Likewise, if the government is to achieve its development goals, it must pay
careful attention to the economic ramifications of actions it takes in the political sphere.

Party influence in the private business sector: The PFDJ currently owns several
companies that figure prominently in the Eritrean economy. It is also reported to wield
significant influence over approval of international investment agreements. There may be a
risk of crowding out more independent businesses by these quasi-public sector organizations,
but more importantly, the concentration of economic power in the hands of the same circle of
individuals that wield political power raises questions about the potential for fair play in the
long run. If independent resources are the building block of independent civil society, then
the risks to democratic outcomes are obvious. Moreover, if government controls the
predominance of economic opportunities, then the state can easily become the object of
highly unproductive and destabilizing political competition. This is not to say this will be the
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outcome, but rather to point out the importance of monitoring developments in this area over
time. The government's willingness to pursue a broad investigation and prosecutions for
corruption at the Red Sea Trading Company is a very positive signal that it intends to keep
the current structural imbalance of resources from developing into misuse of those resources.

Program recommendations: y

Evaluative indicators: Is international or domestic competition with government- and/or
party-owned businesses encquraged or limited? Are regulatory controls over business
opportunities (registration, credit, international investments, etc.) applied impartially and in a
transparent manner?

Investor confidence: This is probably the most delicate aspect of the nexus between
political and economic development. Even small limitations on business or investment,
especially if they seem arbitrary or to discriminate on political or social grounds, can be read
by the local business community (and through them, by international business) as evidence of
lack of good faith on the part of government, thus taking on a much larger significance than
the particular action necessarily warrants and undermining the government’s intent to
encourage private investment. There is some evidence that such small interventions have
taken place, posing risks for overall investor confidence. The legal environment for business
is also a concern. The government’s efforts to refine its commercial laws are very
important, but there should be emphasis on consistency of laws over time, particularly in the
period of transition to constitutional rule, to avoid situations in which legal agreements are
later abrogated by new law. Consultation and dialogue between government and private
business representatives can be successful in defusing such problems, as well as legal
guarantees and business access to the policy making process.

Program recommendations: :

Evaluative indicators: Those above, and: Degree of independence of new Chamber of
Commerce: Level of accessibility of business organizations and/or representatives to policy
making process; Degree to which those business representatives participating in the policy
process are independent of government and quasi-government business interests.

Dialogue: Raising issues of investor confidence with relevant policy makers as feasible and
appropriate.

Programming: a) Support for development of joint public-private consultative bodies within
relevant ministries or at a higher policy level. Such bodies have been useful in developing or
consolidating investor confidence by allowing private sector representatives to voice their
concerns to policy makers who have authority to address the problem. Emphasis should be
on the level of policy making authority represented in consultations, and on transparency of
consultations. b) Support for participatory, consultative approaches to current process of
commercial code revision. c) Linkage programs between international business organizations

and local business associations to share ideas/experience and strengthen policy advocacy
capacity locally.
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Smaller-scale business and investment: Small-scale and informal sector business can be the
building block of larger private enterprise and usually represents the majority of private
sector actors in developing countries, yet often this sector is not integrated into private sector
representative bodies and consultative processes. Thus they may also be marginalized from
the overall political process, which affects their opportunities for growth and their
contribution to civil society. Strengthening the organizational and advocacy capacity of
smaller-scale business people may greatly increase the likelihood of their economic success,
as well as the success of private sector-led economic development.

Program recommendations: a) Encouragement, though dialogue and/or programming, of
development of small-scale and informal-sector representative organizations and their
integration into broader private sector organizations and consultations. b) "Piggy-backing"
advocacy (broadly defined--rights education, problem identification, etc.) activities on
programs supporting development of cooperatives, rural enterprise.

D. Decentralization

Implementation:

The Eritrean government has made a strong commitment to decentralization, though capacity
constraints have hindered implementation. The April 1996 Decentralization Proclamation,
for example, does not specify how central fiscal and decision-making power will be devolved
to the regional level. Currently, all projects are approved and financed by the relevant line
ministry and Macro-policy. How this situation can be remedied over the short to medium
term will say much about the degree of real decentralization taking place. Some observers
have also noted that even though the national leadership is quite comfortable meeting with
people at the local level and does not isolate itself in Asmara, such meetings may not actually
be dialogues so much as government explaining its positions to the people. Careful analysis
will have to go into assessing the degree to which local communities are truly empowered to
set local agendas and influence national ones.

Program recommendations:

Evaluative indicators: Degree to which fiscal and decision-making authorities are effectively
devolved to the local level, and eventually some revenue generating and spending authorities.
(Currently, N. Red Sea Region keeps only 1% of Massawa port and related fees.)

Regional Assemblies:

The last round of regional assembly elections will be held in March. (N.B. So far, voting
has not been notably divided along ethnic lines.) It will be important to watch how regional
assembly members will work out differences with local government administrators. In
Massawa, some positive indicators were noted: office directors will likely be answerable to
local, not central, government. Local officials in Massawa and Agordat seemed assured that
eventually they will get authority to allocate funds from the Center.
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Program recommendations:

Evaluative indicators: Are regional assemblies marginalized by better-trained regional
administrators who answer to the Center? Degree of village input into regional decision-
making processes--is there dialogue? Relaxation of need for regions to gain Macro-policy
approval for local development projects. At present, where there is stalemate between local
executives and legislatures, central government decides. In the future, how often does the
legislative side win?

Programming: Mission should seek opportunities to.strengthen the capacity of regional
assemblies and their members to contribute effectively to the ongoing development of
participatory policy making.

D. National elections and political contestation

Elections for a national legislature are to be held after the promulgation of the constitution.
Currently, the hope is that they will take place by the end of 1997. As of now, there is one
political entity with a national presence--the PFDJ. It is thus the only entity in the country
capable of fielding candidates in an organized and unified fashion. Multiple parties in
themselves do not make a democracy, so this is not the standard by which the process should
be judged. Rather, the issue is the space for competing ideas--development priorities and
plans, views of the country’s needs, leadership agendas, etc. Often, space for this kind of
competition is established and maintained only through competing organized political entities
which are capable of mobilizing resources behind ideas, but Eritrea may proved another
model.

Timetable:

At present, ratification of the constitution by the Constituent Assembly is planned for May
24, and National Assembly elections are expected in late 1997 or early 1998. There is some
uncertainty, however, about whether this pace can be achieved.

Program recommendations:
Evaluative indicators: Promulgation of constitution and holding of elections in a timely
manner.

Terms of electoral competition:

The rules for political party formation or the creation of other organizational bases for
electoral competition have not been established. Not only does this mean that groups do not
know if they have the right to organize themselves politically, but over time it hinders the
development of political alternatives, as potential or nascent parties are prevented from
"learning by doing," from moving beyond perhaps outmoded agendas, and/or from
consolidating their own organizational resources.

Program recommendations:
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Evaluative indicators: Over the short term: The degree of dissent allowed within the PFDJ,
government and quasi-government organizations; and the fairness with which competing
agendas are treated (are they given equal access and distribution through the PFDJ’s
organizational mechanisms?). Over the longer term: Legal protection of the right to form
alternative political/electoral organizations and/or to compete for office without being a
member of the PFDJ. (N.B. This evaluation expressly does not address the formation of

alternative political parties, but simply the right of formation without undue legal or extra-
legal hindrance.)

Fairness of electoral competition:

This report has focussed on the ways in which political and economic resources are or could
be concentrated in the hands of the government and its associated political, social and .
economic entities. Given this concern, the real issue of electoral fairness in Eritrea is seen
as having less to do with fraud than with the (perhaps unintended) outcome of this imbalance

of resources. Will PFDJ candidates enjoy advantages due to access to government
resources?

Program recommendations:

Evaluative indicators: Evaluation might focus on the distribution of resources between
candidates linked to government or PFDJ and those running independently of those groups,
and on whether PFDJ candidates are supported by government funds. Mainly, this
evaluation will require nuanced understanding of the degree to which government
initiatives/services/resources are associated with the PFDJ and its candidates.
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_ ANNEX 10: Environmental Issues

‘ritrea’s environment is severely degraded. A century ago thirty to forty percent of the country was covered
y forests -- today it is less than one percent. The Eritrean government is taking steps to conserve the
xisting forests, and to reforest large parts of the country which are subject to soil erosion. Over 60 million
rees have been planted with a survival rate of 50 percent. The loss of habitat from deforestation resulted in
he disappearance of most large mammals and wildlife. Since independence, however, there has been an
ncrease in the migration of birds through Eritrea.

\n American ornithologist in 1992 recorded 13 orders, 41 families and 109 species of birds migrating
hrough Eritrea. The U.S. Department of Interior’s Fish and Wildlife Service is presently supporting Eritrea
o conduct studies on elephants, which have also recently returned to Eritrea for feeding after years of
\bsence. Action (a British NGO) is working with the Ministry of Agriculture to develop a forestry
nanagement plan, and intends to do an aerial survey of heavily forested regions.

*ritrea has a 1,200 kilometer long coastline with 300 offshore islands. There is a variety of marine life
ncluding the rare dugong (sea cow) and green turtle. There is also a rich abundance of coral reef along the
:oastline. The Ministry of Marine Resources is developing an environmental assessment and management
yrogram with the assistance of the UK’s Overseas Development Administration and funding from the World
3ank’s Global Environmental Facility.

The disposal of sewage, solid industrial waste and contaminated water poses serious health problems for
“ritreans. The lack of sewage treatment facilities results in contaminating underground water supplies.
aw sewage is also damaging the coral reefs and seabeds. Soil erosion and land degradation are also
yroblems, preventing expansion of farming. Decreased soil fertility and loss of natural vegetation 1s also a
problem from poor farming techniques and lack of water. A number of European donors an d NGOs are
active in assisting the GSE with these problems.

To meet its environmental needs, Eritrea issued in 1995 a National Environmental Management Plai1 with
European assistance. It aims at eliminating waste of natural resources, and advancing conservation practices
o protect resources and natural habitats. The government’s recent restructuring has established a new
Ministry of Environment, Land and Water Resources and appointed the country’s leading expert in this field
o head this ministry.

Due to the previous and ongoing assistance of other donors in the environmental area, the GSE does not
selieve that direct USAID assistance is needed in the environmental arena and has not requested any.
However, USAID/Eritrea is actively involved in environmental fora and assessment and mitigation of the
environmental impact of its investment activities.

The Primary Health Care and Democratic Governance Investment Objectives will have positive effects on
the environment through improvements in public health education, public administration and the legal
system. Activitics under these Objectives have no environmental impact. The Primary Health Care
Objectives involves some minor construction or rehabilitation of health facilities, but this impact will be
minimal. It may. however, also involve improving water supply at some health stations including drilling of



ater wells which could have an impact on the water table. However, the extent of this activity is so
inimal that it is not foreseen at this time as constituting a significant environmental impact.

1€ Rural Enterprise Investment Objective will involve activities which may have significant environmental
1pact, but also offer opportunities to strengthen the GSE’s monitoring and management systems through
itigating measures. The Technical Assistance component of the Rural Enterprise Investment Partnership
1alifies for a categorical exclusion as determined under the “Initial Environmental Examination” granted in
:ptember 1996. With regard to the Rural Enterprise Unit and Fund, funded activities must observe basic
-ecautions. Enterprises funded under this program will have their planned activities evaluated to ensure

at they are based on environmentally sound practices, and that they have no substantive adverse
wvironmental impact.

>r the PL-480 Title II supported Bada Irrigated Agricultural activity, an Environmental Impact Assessment
1s been completed for the irrigation system component. With regard to the use of pesticides at the project
te, a risk/benefit analysis will be conducted. A watershed management plan will outline a system to
.onitor flood regimes, salinity changes, sedimentation and erosion effects, pollution potential, biological
ranges, socio-economic and health impacts, and ecological imbalances.

nvironmental officers from AFR/SD and REDSO/ESA are contributing to the development of
1vironmental screening mechanisms and verification and monitoring plans.
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SUBJECT: ERITREA COUNTRY STRATEGY P ETERS

1. ERITREA’S COUNTRY STRATE Y P ETERS EETING TOOK GJ}
PLACE ON APRIL 10, 1996 WITH PARTICIPATION FROM ISSION

DIRECTOR ANDERS, USAID CHIEF OF STAFF cC LL, AFR, BHR, S
PPC, G, STATE/AF/E, AND STATE/PRM. ISSUES I CLUDED: (1) -

PROGRAM DIRECTION, INCLUDING THE WILLINGNESS OF USAID TO ;‘:.’_- o ——|
APPLY NEW APPRO CHES AND MORE FLEXIBLE PROGRAMMING ; (2) b}L.__.;‘ ‘

THE IMPORTANCE OF INCORPORATING GHAI PRINCIPLES; AND (3)
RESOURCE ISSUES.

2. OPENING REMARKS BY CCALL AND ANDERS EMPHASIZED THAT
ERITREA HAS GREAT POTENTIAL TO PROVIDE A SUCCESS STORY IN
A RELATIVELY SHORT TIMEFRAME. ILE THE DEVELOP ENT
CHALLENGES ARE SIGNIFIC T AND THERE ARE RISKS, THE
GENERAL DIRECTION OF ERITREA’S POLITICAL' AND ECONOMIC
POLICIES, ITS INDEPENDENT SPIRIT D HO ESTY, SIG IFIC T
REMITTANCES FRO ERITREANS OVERS S AND OTHER PRIV TE D
DONOR INVESTMENT, POT IAL RESOURCES AND STRATEGIC
LOCATION MAKE ERITR AN EXCELLENT I ES E OPPORTUNITY.

3 USAID AND OTHER I TE ATIO L DONORS RECOGNIZE T T THE
RELATIO SHIP WITH THE GOVERNMENT OF ERITREA IS UNIQUE D

THAT IT REPRESENTS AN OPPORTUNITY FOR A TRUE PARTNERSHIP.
MEANINGFUL ENGAG ENT WITH THE ERITREANS ILL REQUIRE THAT
JONORS DO BUSINESS DIFFER TLY. SPECIFICALLY, LTHOUGH
PURSUING ECONO IC POLICIES D PROG S GE ERALLY
5UPPORTED BY THE INTERNATIONAL DONOR. CO ITY, THE
RITREANS REPEATEDLY D CONSISTENTLY VE REJECTED THE
{OTION OF (AND F DI G ATTACHED TO) TRADITION L POLICY
"ONDITIONALITY. DONOR ASSIST CE THEREFORE MUST BE
'TRUCTURED IN A WAY WHICH ENCOURA ES PROGRESSIVE GOE
'OLICY REFO NOT TIED TO TIME-SPECIFIC BENCH RKS BUT
ATHER DISBURSED AS THE POLICY OBJECTIVES ARE BEING
"HIEVED.
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REENGINEERING CONTEXT

. A8 WE GAIN EXPERIENCE WITH REENGINEERING PROCESSES, WE
ARE PINDIN THAT STRATEGIES INDEED REFLECT INCREASED
YOWNERSHIP" BY CUSTOMERS AND STAKEHOLDERS IN THE FIELD.

AS A RESULT, SBIGNIFICANT CHANGES TO THE STRATEGY ONCE IT
IS CO LET D MORE DIFFICULT. IT THEREFORE IS

IMPORT TO LINK FIEID AND WASHINGTON ACTORS IER IN
THE STRATEGY DEV LOPMZINT PROCESS THAN HAS BEEN THE NORM
AND TO HAVE ON~-GOING DIALOGUE THROUGHOUT THE STRATEGY

DEVE P PROCESS. THE EARLY D ACTIVE GA EMENT OF
USAID/W ST FF ALSO IS A REFLECTION OF OUR DESIRE TO BETTER
INTEG TE RESOURCES, INCLUDING THOSE WHICH ARE AGED

Qﬁ c BUREAUS. THIS PROCESS IS REFERRED TO AS

+EG TED STRATE IC P ING (ISP) PROCESS AND E E

P ' TICULARLY INTERESTED IN PILOTING THE NOTION IN GREATER
HORN OF AFRI INITIATIVE COUNTRIES. IN ADDITION TO AFR/W
STAFF, THE MISSIO IS STRONGLY ENCOURAGED TO CONTINUE TO
ENGAGE APPROPRIATE STAFF FROM BHR, G, PPC, USIS D STATE
IN THE DEVELOPMENT OF THE CSP.

,HAI "FILTER

5. THE MISSION IS WELL-PLACED TO PROVIDE THE AGE CY WITH A
COUNTRY STRATEGY THAT REFLECTS THE GOALS AND PRINCIPLES OF
THE GREATER HORN OF AFRICA INITIATIVE. THE ISSION
THEREFORE SHOULD USE GHAI "“FILTER" FOR LL ST TEGIC
CHOICES THE STRATEGY’S LINKS TO GHAI GOALS OF FOOD

:CURLITY °~ D CRISIS PREV IO NEED TO BE EXPLICIT EVEN IN

EAS‘WHERE USAID IS OT THE PRI Y ACTOR. CO SISTE T
WITH THE ADS STRATE IC P ING GUIDELI ES, THE STRATEGY
SHOULD IDENTIFY HOW OTHER DONORS Y BE ADDRESSI G OUR
CONCBRNS AND CONTRIBUTI G TO THE SUCCESS OF OUR

OBJECTIVES.

6. USAID/ ILL WORK CLOSELY WITH THE ISSION TO HELP
DEFINE THE "FILTER. S ILLUSTRATIO , THE FOLLOWING IS
A LIST OF THE G I PRI CIPLES AND SUGGESTED EAS WHERE
LGINKAGES I HT BE MADE EXPLICIT:

A. DOING BUSI ESS DIFFER TLY WITH E ISTING RESOURCES
SUCH AS XI IZING SCARCE PERSON EL RESOURCES;

B. ENSURI G FRIC O ERSHIP OF LL STRATEGIES,
POLICIES, D CTIVITIES, OTING IN PARTICULAR HOW
%?ITREANS HAVE .PIONEERED THIS APPROACH;

o
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C. PROMOTING STRATEGIC COORDINATION IN EVERY PROACH BY
DISCUSSING LINKS TO UNHCR, DOD, DONOR COORDI ATIO , THE
EU/US FOOD SECURITY INITIATIVE, ETC.

D. LINKING RELIEF D DEVELOPMENT STATEGIES, PROG S
AND FUNDING SUCH AS DROUGHT ARLY WARNING/RESPONSE
MECHANISMS BEYOND EMERGENCY ASSIST CE CONTI GENCY
PLANNING;

E. PROMOTING REGIONAL APPROACHES TO PROBLEMS SUCH AS
REFUGEE REINTEGRATION; AND

F. ASSUMING UNDERLYING INSTABILITY AND INTEGRATI G THIS
CONCEPT INTO PLANNING AND IMPL ENTATION. IN RECOGNITION
OF GOVERNMENT SENSITIVITY TO CONFLICT PREVENTIO ISSUES,
ANDERS NOTED THAT THE PROG WILL E PLICITLY FOCUS I
RELATIVELY NEGLECTED MUSLIM AREAS WHICH E ALSO THE SITES
FOR RETURNEE POPULATIONS ( S ELL AS HAVING GOOD
DEVELOPMENT POTENTI ).

PROGRAM

7. ERITREA HAS BEEN DESIGNATED S LI ITED ASSIST CE
PROG (LAP) BASED PRI ILY ON THE SIZE OF ITS
POPULATION. RESTRUCTURI G GUIDANCE LI ITS P CO TRIES
IO TWO STRATE IC OBJECTIVES. HOWEVER, EXCEPTIO S WILL BE
FAVORABLY CONSIDERED FOR PROGRAMS INVOLVING INNOVATION,
ROSS-SECTORAL APPROACHES, D REGION L INITIATIVES SUCH
AS GHAI. PRES BLY THE MISSION WOULD KE ITS CASE 1

CHE STRATEGY FOR THREE S.0.S B SED ON GHAI RATIONALE. IT
ALSO WAS AGREED THAT THE STRATEGY WOULD BE FOR A FIVE YEAR
IMEF E WITH AN EXPECTED '"GRADUATION" IN FIFTEEN YEARS.
'NDERS ALSO NOTED THAT HE EXPECTS THE PROGRAM TO SHIFT



PCT 40133 UNCLAS TOR:
INCOMING -- SECSTATE WASHDC 107495/02

‘

ZRAHATIC LLY AT THE TEN YEAR MARK TO SUPPORT AN EVEN

”?EATEF "ERITREANIZATION" OF USAID ASSBISTANCE.

I‘

QQ'ANDERB DESCRIBED THE INITIAL THINKING ON THE PROGRAM
WHICH IS EVOLVING AROUND THREE S§.0.S:

A. RURAL ENTERPRISE DEVELOPMENT: THIS IS ONE OF THE
GOVERNMENT’S HIGHEST PRIORITY AND LINKS DIRECTLY TO GHAI
GOALS OF FOOD SECURITY AND CRISIS PREVENTIO . THE PROGRAM
WOULD FOCUS IN OSTLY MUSLIM/REFUGEE RET EE AR S IN AN
EXPLICIT EFFORT TO MINIMIZE TENSIONS BY ENSURING THESE
AREAS E LINKED TO OPPORT ITIES FOR ECONO IC GROWTH.
INTERVENTIONS WOULD BE EXPORT-LI ED WITH INDICATORS
DIRECTLY ASSOCIATED WITH THE CCESS DIMENSION OF FOOD
SECURITY (E.G. INCR SED INCO E). MISSION ANTICIPATES
THAT FOOD AID, BOTH TITLE II D TITLE III, ILL BE
INTEGRATED INTO THIS STRATEGIC OBJECTIVE.

B. PRIMARY HEALTH CARE: THIS IS AREA OF SUBSTANTIAL
OE-GOING ACTIVITY FOR THE MISSIO D THE SECTOR ICH IS
BEST DEFINED ITH THE GOVE E T. THE ISSIO HAS
GREEMENTS WITH THE GOV ENT ON T CAN BE ACCOMPLISHED
§QRIN THE NEXT FIVE YEARS. ESSENTI Y THE STRU L

ORK NOW UNDERWAY IS EXPECTED TO BE COMPLETED AT THE END
OF FIVE YEARS, AT WHICH TIME THE PROG S.0. WILL SHIFT
TO REFLECT EITHER A DIFFERENT INVOLV ENT IN THE SECTOR OR
A CHANGE IN OPERATING ZONES.

G/PHN AND AFR/SD EXPRESSED CONC T T THE ISSION NOT
SET SPECIFIC TIMEF ES BUT RATHER THAT THE ST TEGY FOCUS
ON THE OBJECTIVES WHICH SHOULD BE ACCO LISHED DURING THE
QIFE OF THE STRATEGY. ALTHOUGH THERE E ER OF
OTHER DONORS ACTIVE IN THE SECTOR, G STRESSED THAT USAID'’S
éOHPARATIVE ADV TAGE IN TEC ICAL T I ING AND ERITREA’S
NEEDS IN THIS AREA MAY HELP DEFI E THE SCOPE D TIMI G OF
USAID’S INVOLVEMENT IN THIS SECTOR. CONSISTENT WITH THE
ISP CONCEPT OUTLI ED ABOVE, G ILL O WITH THE ISSION a8
. DEVELOP THIS STRATEGIC OBJECTIVE.

hooL

i 'DEMOCRATIC GOVE ANCE: THIS S.0. ILL FOCUS PRI ILY

GOV ANCE D JUDICIAL TRAI I G. P TICIP TS

RECOGNIZED THAT THE MISSION WILL EED A GREAT D L OF
PLEXIBILITY I ORDER TO RESPO D TO ERITREA’S EVOLVI G D/G
ENVIRONMENT. THE S.0. THEREFORE WILL BE C CTERIZED BY
A HIGHER LEVEL OF INDIC TORS ICH ILL ALLO A BROAD
RANGE OF ACTIVITIES CO TRIBUTING TO US ID’S OVE LL GOALS.
THE 1ISSION WILL O CLOSELY ITH PPROPRIATE USAID/ D
gEDSO ST FF TO FURTH R DEFI E THE N TURE AND SCOPE OF THIS
.0

|

dzsounce LEVELS
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9. MISSION SHOULD- BE AWARE THAT NOT ONLY ARE BUDGET
LEVELS SIGNIFICANTLY LOWER THAN THOSE IN PREVIOUS YEARS,
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BYT SUBSTANTIAL S HAVE LEAD US TO CONCENTRATE OUR
BESOUNCES IN SECTORS THAT WILL LIKELY C GE THE FOCUS AND
BALANCE OF SEVERAL COUNTRY PROGRAMS. NO PROG IS

UNAFFECTED. FOR E LE:

- THE PROJECTED DECREASE IN PROGRAM AND OB F DS GENERALLY
HAS RESULTED IN OUR CONVERTING THE "LOW" OR 25& CUT
SCENARIO IN THE FY 97 ACTION PLAN TO A "HIGH" SCENARIO FOR
NEW CSPS.

- LOWER AID LEVELS COUPLED WITH THE PRESSURE OF
CONGRESSIONAL EARMARKS FOR CHILD SURVIVAL AND INFECTIOUS
DISEASES, TARGETS FOR BASIC EDUCATION, AND AD I IS TION
PRIORITIES IN POPULATION AND THE ENVIRONMENT, WILL LI IT
FUNDING AVAILABLE FOR ECONO IC GROWTH, PARTICULARLY FOR
PRIVATE SECTOR DEVELOPMENT AND AGRICULT L ACTIVITIES.

- ON CHILD SURVIVAL ACTIVITIES, THE BUREAU HAS
nR%DITIONALLY D DIFFICULTY MEETING ITS EARMARK. HIGHER
CS LEVELS WILL INCR SE THE PRESSURE TO DO ORE, POSSIBLY

SLOCATING OTHER SECTORS WHERE THERE E FEWER AVAILABLE
ﬁUNDS, E.G. NON-HEALTH ECONOMIC GRO H.

LONG-TE CO ITMENTS TO A GIVEN STRATEGY ARE INCREASINGLY
DIFFICULT IN THIS E IRONMENT. MISSION D US ID/ ILL
NEED TO BE FLEXIBLE D INTAIN A DIALOGUE ON BUDGET
ISSUES D STRATEGIC CHOICES TO ENSURE WE R IN IN STEP.
WITH THIS IN IND, 1ISSION IS RE UESTED TO D FT A
STRATEGY USING A UNIFIED BUDGET LEVEL OF PPRO IMATELY
$18.7 ILLION ANNUALLY, INCLUDING:

A. DA - ISSION SHOULD USE AS ITS PLANNING LEVEL $10
MILLION IN DA. HOWEVER, MISSION IS ALSO REQUESTED TO
INCLUDE IN THE STRATEGY A LO FUNDING SCENARIO OF $7
MILLION, WHICH LAYS OUT SPECIFIC PROGRAMMING I PLICATIONS
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