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Summary Information for Ethiopia

e Currency = Ethiopian Birr (ETB)

¢ Exchange Rate (31 July 2009) USD 1 =ETB 11.495

e Fiscal Year = 8 Julyi 7 July (European Calendar)

e School year = Septemberi June

e Structure of education system: Pre-primary (largely confined to urban areas and left to
private providers), primary (8 years in two 4-year cycles, from age 7), lower secondary (2
years) and upper secondary (2 years), the latter being a preparation for university.

e Population: 74 million (2007)

¢ Population growth rate: 2.6% p.a.

Guide to Ethiopian Fiscal Years

EFY refers to the Ethiopian Fiscal Year, starting on 8th July in the European calendar. The
correspondence between Ethiopian and European fiscal years is given in the table below:

Gregorian Calendar Ethiopian Calendar Gregorian Calendar  Ethiopian Calendar
1997/98 EFY 1990 2003/04 EFY 1996
1998/99 EFY 1991 2004/05 EFY 1997
1999/00 EFY 1992 2005/06 EFY 1998
2000/01 EFY 1993 2006/07 EFY 1999
2001/02 EFY 1994 2007/08 EFY 2000
2002/03 EFY 1995 2008/09 EFY 2001

2009/10 EFY 2002
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Preface

The Fast Track Initiative (FTI) is linked both to the Education for All (EFA) goals and to the
Millennium Development Goals (MDGs). The FTI was launched in 2002, and by 2009 had
been running for half its expected lifetime. The FTI partnership recognised the need to
evaluate whether it is achieving the goals it has set itself. The evaluation was intended to
provide an opportunity for reform and change where necessary.

As stated in the Terms of Reference:
The main purpose of the evaluation is to assess the effectiveness of FTI to date in
accelerating progress towards achievement of EFA goals in participating countries, with
particular attention to country movement towards universal primary completion (UPC).
The evaluation wildl al so assess FTlI6s contributior
the country and global levels.

The evaluati on was required t o draw | essons I
weaknesses and to make recommendations to further improve future partnership
programming and effectiveness.

The evaluation took place between November 2008 and February 2010. It was independent
but jointly supported by a consortium of donors. An Evaluation Oversight Committee (EOC)
was made up of representatives from the donor community, partner countries and civil
society.

The evaluation team was a consortium of three companies Cambridge Education, Mokoro
and Oxford Policy Management (OPM). The methodology and process for the evaluation are
described in Appendix V (Volume 4) of the final synthesis report.

The main outputs of the evaluation, which included nine country case studies and eight desk
studies, are listed overleaf. They can be found at www.camb-ed.com\fasttrackinitiative.

Ethiopia was one of the desk studies. The desk studies were not researched in the same
depth as full country case studies (which typically included a two-week field visit by a team of
three or four evaluators). They were based on the relevant literature which can be accessed
without visit to the country (including the FTI Secretariat archives for the country in question,
plus a standard set of aid data derived from the OECD DAC records). The desk study
authors were individuals already familiar with the methodology of the evaluation and with the
country concerned. Authors could consult one or two key informants (by phone or email) for
clarification or to get the latest available documents etc.

In the case of Ethiopia, the author was able to draw on her own very extensive previous
experience in Ethiopia, as well as that of other evaluation team members. She also was
able to use a day in-country to conduct a limited number of interviews to complement the
documentation review. A video conference with a number of Ethiopian Government officials
and General Education Quality Improvement Programme (GEQIP) donors was also
organised during which she received feedback on a preliminary draft version of the study.
She also sought and received written feedback on that preliminary draft report from a
number of (donor/technical assistance) stakeholders who had been involved in early stages
of the FTI process in Ethiopia and had since left the country.
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Executive Summary

S1 Ethiopia was one of the first eighteen countries invited to join the Fast Track Initiative
(FTI) in 2002. Almost seven years later funding from the Catalytic Fund (CF), access to which
has always been the prime motive for the Ethiopian government to engage with the FTI, has
finally been mobilised and is ready to flow. It will co-finance a joint Government of Ethiopia
(GOE)-multi-donor funded General Education Quality Improvement Programme (GEQIP).

Background and aid relationship

S2 Ethiopia, a vast country with a fast growing population of 74 million (2007), is formed as a
federation of Regions and Cities. These have had wide-ranging responsibilities (including
budgetary autonomy) for basic services, since 1994/95, and in 2002/03 these responsibilities
were further decentralised to the district (woreda) level.

S3 Emerging victorious from a protracted civil war in 1991, the ruling party since then (the
Et hi opi an P e omly ddmcraicad-romt (ERRDF)p embarked on a transition towards
democracy (which has proven complex) and decentralisation, economic reforms, and the
universal provision of basic services T starting from a dire socio-economic situation left by the
previous regime. Striking progress has been made with regard to the provision of basic services,

financed by the "most pro-poor budget of Africa” (DFID 2009)i n | i ne wi th the

reduction strategic plans. The growing economy had started to show signs of structural shifts,
before being hit by the current global crisis. Poverty, widespread and deep, had significantly
decreased between 1994/95 and 2004/05 but the recent deterioration of economic trends is likely
to have severely affected previous progress.

S4 Ethiopia, highly aid dependent in absolute terms, has received a low level of Official
Development Assistance (ODA) per capita compared to the African average, in spite of the

coun

popul ationbés deep pover tpyessiaendbveldpmental grack ecom.me nt 6 s i

contrast with the aid dependency theme, the EPRDF-led Government has remained strongly in
charge of the policy agenda. The aid relationship since the mid-1990s has been unsteady: the
upward trend in aid flows has been marked by two large "on-off" fluctuations provoked by political
difficulties in the GOE-donor dialogue, owing to the Ethio-Eritrean war in 19981 2000, and the
post-2005 election developments.

S5 More generally the partnership is an uneasy one. Progress has been made such as the
rapid development of the Protecting Basic Services (PBS) programme to replace General Budget
Support (GBS) (abruptly frozen on account of the post-2005 election political developments).
However, to date donors have failed to design a clear and transparent system of graduated
response which would guarantee that aid structurally co-financing basic services and other key

developmental activities would not be hostage to political difficulties. On GOE®&s si de,

policy assertiveness goes together with weak aid management capacity. The GOE-donor
overarching policy and aid dialogue is weak and more strongly instrument-led than focused on
t h e c o Bovarty Redustion Strategy Paper (PRSP).

Basic education in Ethiopia

S6 Policy and Planning. An Education for All (EFA)-oriented policy has been in place since
1994. Education Sector Development Programmes (ESDP), reflecting the political and policy
priorities of the government and endorsed by the local education donors as broadly credible,
have been in place since 1997/98. These have been accompanied by a Sector-wide Approach
(SWAp) dialogue and joint review mechanisms. In that sense the ESDP | (1997/98i 2001/02) was
an FTI prototype, including in relation to the government objective of mobilising more and better
aligned aid, and the | ocal d onor § 6nwichltheyed hat
clearly deliver (see below).

S7 "Universal Primary Education (UPE) with equity and quality" by 2015 is an overarching
goal of the ESDPs. The continued high priority given to primary/basic education in terms of policy
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and financing (see below) has permitted a massive expansion of the system (primary Net
Enrolment Rate (NER) from <30% in 1995/96 to 83% in 2007/08; enrolment from just over five
million primary pupils in 1997/98 to 15.3 million ten years later), now pushing through to
secondary. Gender and rural/urban disparities in access have markedly decreased at primary
level. However, this is much less so at higher levels i and to start with, for junior secondary
enrolment. There also remain wide regional disparities and a large number of hard to reach
children not enrolled.

S8 Quality has been difficult to maintain and trends are mixed (deteriorating, stagnating or
slowly improving proxy indicators; deterioration of a number of learning achievements measured
by the assessment system; but improving exam results and Grade 5 completion rates). While it
could be taken as a striking achievement to have managed this rate of expansion with a
comparatively small deterioration in efficiency/quality, these trends have been interpreted as
causes for serious alarm (and highlighted as such by the political opposition). This prompted the
development of the high-profile GOE-owned and multi-donor supported General Education
Quality Improvement Programme (GEQIP), now about to start (World Bank (WB) credit effective
in June 2009).2 GEQIP focuses on a specific mix of "quality drivers",®> complementing the
deployment of qualified teachers which is assumed to take care of itself through the GOE
mainstream budget, supported by PBS; and on strengthening management capacity at school,
woreda and regional levels so as to enhance the sustainability of the progress made with quality.

S9 From the early/mid-2000s GOE has also prioritised the equitable expansion of higher
education (Technical and Vocational Education and Training (TVET) and university) to drive and
support economic transformation. This has been less of a shared priority although the TVET
reform is supported by Germany. Less attention has been given by both GOE and donors to the
provision of educational opportunities to young people and adults who do not make it through the
formal system up to the Grade 10 or Grade 12 level required to access formal TVET and
university education.

S10 Education financing. The priorities above have been well reflected in the increasing and

increasingly pro-poor GOE budgets at all levels, and broadly in line with the costed ESDPs.

Overall, 201 25% of GOE spending has been allocated to education since the early 2000s.

General education budgets were driven upward through a sharp increase in the un-earmarked

transfers to the Regions and woredas, whi ch i n turn al ¢f theirbddgetstot he | i o
education (often above 50% at woreda level). This level of effort i which was protected at all

times, and could hardly have been stronger without serious consequences for other priority

sectors T was nonetheless not sufficient to both keep up with expansion and maintain an

adequate level of non-salary spending in general education budgets.

S11 Aid to education (total and basic) increased between 1997/98 and 2007/08 though late
(donors failed to support ESDP I) and not consistently, as education aid was hostage to the "on-
off" episodes in the broader aid relationship noted earlier. Several attempts at calculating the
financing gap (including in donor analyses such as the 2004 WB Public Expenditure Review)
failed to secure a consensus over its magnitude. However, the one thing that these calculations
show consistently is that "business as usual" in terms of aid flows to education will not suffice to
attain UPE with equity and quality by 2015. The aid that is planned to flow annually in the coming
three to four years (including GEQIP and the education aid contribution of PBS, see below)
would need to double and to be maintained for a longer period of time.

! The number of out-of-school children is difficult to estimate. Official statistics may not be a reliable
basis for this as hard-to-reach groups (such as the pastoralist population) are also, by nature, harder
to count.

2 General education covers primary and secondary education (Grades 1 to 12).

% Curriculum and assessment system reform; textbook provision; improvement of teacher pre- and in-
service training; school planning and block grant funding.

Xii February 2010



FTI Mid-Term Evaluation i Ethiopia Desk Study

S12 One of the likely causes for the delayed and cautious donor response to the ESDPs (in
addition to the political difficulties already noted) is that the development of harmonised and
aligned sector aid modalities has been slow and has had mixed success (reflecting the more

gener al weakness in government &ds a.Blateralaprojease me n t c

have been variably but always imperfectly aligned with GOE systems, and for this reason, slowly
implemented (which led to concerns with allegedly low absorptive capacity whereas government
funds were easily absorbed). The first significant move away from separate bilateral projects was
the establishment of a pooled fund and a Specific Purpose Grant (SPG) modality* for the
Teacher Development Programme (TDP) in 2003.

S13 At around the same time Ethiopiads dono
Support (DBS) i thus contributing to education development in proportion to the education
sectordéds (high) budget share. DBS was then
programme after the 2005 elections. In effect PBS is providing decentralised budget support to
Regions and woredas (through the federal fiscal transfer system). As such, it is a critically
important channel of funding for general education budgets (including recurrent costs). However,
the weak engagement of education stakeholders with DBS/PBS meant missed opportunities to
exert influence on the use of these resources, and education donors not trusting PBS to scale up
aid to education. Most notably, GOE and GEQIP donors have thus decided to channel GEQIP
funding through a dedicated Specific Purpose Grant (the whole programme is also implemented
under WB procedures) rather than integrating it within the PBS. A number of other donors
continue to channel their aid through separate, less well aligned instruments. Thus, there
remains a mix of modalities in support to basic education, and it is unclear how well projects and
programmes are coordinated the operational level.

S14 Capacity. The capacity challenge in the sector is most pronounced at downstream level
(policy implementation, service delivery and decentralised management). This is linked to the
federal decentralised nature of the system, with highly variable capacity among the 11 Regions
and Cities and 718 woredas responsible for local planning, budgeting and management of
general education. Staff turnover is a huge issue. Cross-cutting civil service and capacity
development (CD) reforms have not had tangible effects on service delivery systems. Sector
attempts to develop a CD strategy were not taken forward. Downstream level CD is still mainly
projectised, not consistently directed (owing to the lack of a strategy or an approach), and not
monitored in an integrated manner. This is the context in which GEQIP will be deployed.

S15 Data and M&E. Education has a fairly robust monitoring and evaluation (M&E) system
based on GOE regular reporting requirements. There is also a functional Education Management
Information System (EMIS), a participatory process of annual ESDP Joint Review Missions and
Annual Review Meetings enabling federal and regional governments and their partners to assess
progress (based on a set of core indicators) and engage in policy discussions (also held through
regular MOE 1 partner meetings), and a National Learning Assessment system. Specific studies,
generally jointly commissioned, complement this. At federal level the sector M&E is integrated
with the broader PRSP M&E, (but dialogue around the PRSP is quite weak, and so are the links
between sector M&E and the PBS review process). There is scope for further improvement i and
this is one of the areas on which GEQIP will focus: the capacity of implementing the M&E system
is weak and the use of data is limited, especially for decision-making at decentralised levels; the
M&E system is weakly linked to education planning and budgeting; capacity in education
financing and links between plans and budgets are weak i and more generally, it has been a
challenge to engage finance bodies at all levels.

S16 Context-relevant cross-cutting issues (CCIls) (gender, rural/urban and regional
disparities, pastoralists, Special Needs Education (SNE) and HIV/AIDS) have been increasingly
addressed in the ESDPs, in specific policy/strategic documents, and through the implementation
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of concrete measures, with variations in the degree of Ministry of Education (MOE) leadership

and in the effectiveness of the policy developments and measures taken. Progress has been

mo s t pronounced with regard to girls6 education ¢
level. Certain forms of exclusion are rarely brought up on the agenda (e.g. acute poverty and its

impl i cations for children6és education).

FTI inputs and effects

S17 From 't he Et hi opi an perspective (including | o
engagement with the FTI has been tortuous and unsatisfactory for a long time. One major factor

underpinning this is the lack of clarity and/or of timeliness in communication from the FTI

partnership, which created unhelpful misunderstandings and tensions. For instance, the "donor

orphan” clause was raised out of the blue two years after the initial invitation to Ethiopia. This

strongly clashed with the perception, on the Ethiopian side, that the FTI was a means of

mobilising additional resources, critically needed for a plan which GOE had proved highly

committed to finance, and which had been considered as credible by the local donors well before

the FTI asked the question.

S18 The story has two main episodes:

A 20021 2004: Invitation to join and, after several instances of communication at cross-
purposes, endorsement of the ESDP Il 7 albeit with the explanation that Ethiopia was
not eligible for funding from the Catalytic Fund (CF) as it was not a donor orphan.

A 2007 to date (in the meantime, local donors had signalled that they had endorsed the
ESDP lll, DBS had risen and disappeared, and had been replaced by PBS):

1 Application for funding from the expanded CF for co-financing of GEQIP,
tabling a financing gap of USD 168m i half of the "real gap” following local
donorsé6é advice.

2 Approval of a much smaller grant of USD 70m, on account of an expected
catalytic effect that Ethiopian stakeholders strongly challenged based on past
experience and on the fact that co-financing for GEQIP had already been
secured from interested local donors.

3 An invitation for Ethiopia to request a second grant of USD 98m any time,
pending clarification of a number of issues, including costing of the sector
plan including GEQIP reforms, and absorptive capacity.

S19 Thus to date, FTI inputs have consisted of: (i) small number of policy inputs from the
Education Program Development Fund (EPDF), not known as such by local stakeholders, and
focusing on policy areas not particularly central to the government-donor dialogue;> and (i) long
awaited access to funding, not yet materialised but now ready to flow, for GEQIP.

S20 TheFTI1 6s ef fect s i n ofthisanalgsis aré autlinedbelows t r e a ms

S21 The FTI has not had a policy and planning presence of its own and not much of a
supportive role in the ESDP processes thus far, hence no policy and planning effect can be
associated with it. There was limited direct reference to the Indicative Framework (IF) in the first
episode of the FTI/Ethiopia engagement, and none in the second. Looking into the future, it is not
clear that the F T | adhaice of GEQIP as policy and planning vehicle (through granting it CF
funding) is the most appropriate. This choice raises a question about the rationale for not
adopting a broader focus to support a wider range of strategies and exert leverage on a broader
range of critical issues (notably, the challenge of the young people/adult learning EFA goal).
There are also questions about GE QI P6s par ti cul arandsite mix ob trategiess u mpt i o
and their Rolls-Royce-like design. The dichotomy between quality and access which prevails at

*EPDF support is now being sought to prepare Ethiopia
is more strongly embedded in processes of joint donor support to GEQIP.
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policy, programme and aid instrument level® and which the FTI is condoning is also problematic;
notably because this dichotomy entails a risk of overlooking critical policy needs such as the
development and implementation of the specific equity-focused measures that are required to
ensure that hard to reach groups are reached.

S22 The FTI's contribution to education financing through the CF grant funding is not
predictable, and its significance is uncertain, given its two-stage design. The GEQIP financing
plan relies on the two CF grants, which would finance 40% of the total costs of the first phase of
the programme. However, less than half is actually secured, and the remainder has a rather
unclear status, between entitlement and pledge, reflected in different understandings of it among
Ethiopian stakeholders.

S23 The FTI had no catalytic effect (the increase in aid to education in the period 20027 2007
was linked to the emergence of new aid modalities). The emphasis on the necessity of showing a
financing gap is said by local donors to have been unhelpful, promoting needs-based planning
without stressing the need also to plan within available resources to be able to link plans to
budgets. Neither did the FTI help to address the issue of fiscal sustainability in the terms which

Et hi opi abds si i thais,irecognisidgetimatdantestically-financed universal access to
basic services of an acceptable quality is a long term goal.

S24  Issues of aid effectiveness are discussed below. There is a risk (explained below) that the
modality chosen for GEQIP, hence also the FTI CF funds, might prove an inefficient funding
channel, which would sl ow down FTI&s contr.i

S25 The FTI has not had a role in relation to data and M&E thus far. Its future inputs, through
the CF funds financing GEQIP-related activities, are well-directed in principle. However, the
design may not be the most appropriate. One of the stated reasons to adopt an SPG ring-fencing
and targeting GEQIP resources on specific quality-enhancing activities is the perception that this
was the only manner of injecting the necessary federal influence and expertise at decentralised
level, to deliver results. However, there is no consensus that earmarked programme funding is
required for the federal level to be able to exert influence. But the targeted nature of the injection
makes it less likely indeed, that sufficient attention would be paid to strengthen result-orientation

buti on

for the |l argest part of the educnmunicanmrkdditransfer ci ng ne

system. There also is a risk that the strong upward reporting requirements associated with this
modality would undercut local accountability mechanisms (for example of the Woreda Education
Offices and Regional Education Bureaus to Woreda/regional Cabinets and Councils), thereby
contradicting GOE decentralisation policy. Furthermore there is a danger that the M&E system
might become overly focused on GEQIP i to the detriment of the wider sector M&E.

S26 The low profile of the FTI in relation to capacity may have been relevant in the absence
of a strategy and of means to reach out at policy implementation level where the challenge is
bi ggest. The adequacy of the FTlI&ds future i
activities, cannot be assessed as the related GEQIP activities have yet to be designed in detail.
There are a number of challenges in relation to capacity. First, it is clear that the root causes of

nput s,

most capacity issues are beyondt he sect or 6s r srang bngagament witk, qndi r e

influence over, the civil service reform programme. Second, there needs to be a focus on
strengthening service delivery systems and capacities (e.g. human resources management,
logistics etc.) as much as addressing technical education issues. Third, it is critically important to
strengthen education financing capacities, across government levels, and develop tools and
processes for integrated (GOE resources 1 donor aid) planning and budgeting. This cannot be
done without the strong involvement of finance bodies at all levels, and this means going beyond
the involvement of Ministry of Finance and Economic Development (MOFED) structures in

® Thus, for instance, it is often explained that GEQIP and PBS are complementary, PBS focusing on
access and GEQIP on quality. But the designs are vague on how this complementarity will be
operationalised.
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charge of aid management. It is not clear if and how GEQIP would be an adequate means of
addressing these challenges and what other means might be available to the FTI partnership
(the FTI capacity development guidelines have not been discussed/used thus far).

S27 The picture is mixed with regard to the adequacy of the FTI 6 s i nputadin ter
effectiveness. On the one hand, the FTI CF funds will be pooled and the FTI could remain

"invisible" behind well-established dialogue and review processes, which would be efficient. On

the other hand, as noted above the FTI CF funding is not predictable, in contradiction with one of

the basic features of effective aid.

S28 The adequacy of the choice of an SPG as the modality to channel GEQIP funding is
debatable in terms of both the bases on which the choice was made, and its likely effects. With
regard to the former (the bases for the choice), one of the arguments used was that FTI CF funds
had to be earmarked for basic education. This is not supported by any of the official FTI
guidance, as also shown by cases of countries using un-earmarked modalities. That this was not
pointed out during the discussions reveals weaknesses i n t he FTI partnershipo
capacity. Another argument advanced in favour of an SPG modality was its allegedly greater
degree of insulation from political difficulties. There is no question that the political vulnerability of
aid flows undermines the long term objective of sustainable provision of basic services. Yet, the
case of Sweden withdrawing from GEQIP is already evidence that SPGs may not be better
insulated than any other modality for some donors. More generally, this raises the question of
insulation for the FTI funding. The FTI does not bring any response to these issues, nor did it try.

S29 With regard to effects, the SPG is not the most aligned modality. SPGs, ring-fencing
funds for specific activities (such as quality enhancement in the case of GEQIP), are "on budget"
and "on treasury". However, they add to the fragmentation of resource management at local
level. They are also an uncertain means to introduce sustainable changes in patterns of resource
allocation at local levels, notably because CD efforts focus on the (separate) programme
resources and systems, and because the upward accountability pattern associated with SPGs
easily leads to undercutting local accountability processes. Moreover, past experience has
shown that the combination of WB systems and SPG features makes such modality an
inefficient, slow disbursing funding channel.” Considering the unevenness of capacity of
implementing agencies this also has implications in terms of equity in education service delivery,
whichGEQI P6s design does not address squarely.

S30 The FTI&ds i nput s cross-cuttinglissues bave beem almdstenil. One
exception is Clarke and Bundy 2008 assessment in relation to HIV/AIDS mainstreaming in the
education sector plan: there were follow-up discussions in Ethiopia, although it is not clear how
well linked they were with simultaneous country-level policy development process around
HIV/AIDS and education. With regard to future inputs, GEQIP intends to address the needs of
"girls, pastoralists, rural students and children with special needs", based on the results of a
planned specific gender and equity needs assessment (World Bank 2008c). However more
fundamentally and as noted earlier, the prevailing quality/access dichotomy presents an in-built
risk of overlooking issues of equity and exclusion in access (as they would easily fall in between
GEQIP and PBS). Addressing fully issues of exclusion also requires reaching well beyond
GEQIP, and among others: (i) beyond the sector, in engaging with policy developments around
social protection in relation to exclusion due to destitution and acute poverty; and (ii) within the
sector, in promoting the importance of educational opportunities for young people and adults. It is
not clear how the FTI partnership will position itself with regard to these types of challenge.

" Because of a mix of complex and non-mainstream procedures (e.g. annual work plans for separately
identifiable activities having to be approved by donors) and tight reporting requirements linked to
further disbursements.
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High level evaluation questions

S31 Is what the FTI aims to accomplish consistent with current needs and priorities of
Ethiopia? Yes, but with two crucial nuances. First, the FTI goals have been those of the
Ethiopian government ever since the ESDP |, and there are lessons to be drawn on the manner
of the FTI support to these goals in the past, in order to do better in future. Second, it is
debatable whether, as the FTI will do through its GEQIP vehicle, the choice of focusing on a sub-

set of Ethiopiads n eestcensistemtd cgmpared to a hroadesfocussvhidh h e

could have helped to address needs and priorities in relation to other EFA goals or which could
have focused on general education as a whole i the more so that there is a funding channel
available to do this.

S32 To what extent is FTI accomplishing what it was designed to do, accelerating progress on
EFA? Past progress on EFA has been remarkable but this has had very little, if anything, to do
with the FTI partnership. What is the likelihood that the FTI will, in future, help to accelerate
progress on EFA through the GEQIP vehicle? It probably will but there is an outstanding question
as to whether progress might be accelerated more with a different vehicle (notably, with un-
earmarked resources channelled through PBS, support to a wider range of strategies, better
alignment with the wider decentralisation goal of strengthening local accountability for basic
services, and greater and wider leverage through influencing a significantly bigger “"pot of
money").

S33 Has the FTI helped mobilise domestic and international resources in support of EFA and
helped donor agencies to adopt more efficient development assistance strategies based on Paris
Declaration ideals? The FTI did not have a catalytic effect, nor did it succeed in providing its own
resources (the CF funding) in a Paris Declaration compatible way. It had no effect on past aid
effectiveness developments in the education sector in Ethiopia. The FTI is now supporting the
GEQIP, which is a harmonised programme, aligned with government policy but less well aligned
with government systems than other modalities which were available.

Reflections
S34 The case of Et hi opiadés engagement with the
reflection more broadly. Notably, the Ethiopian case highlights:
A The difficulty of developing mutual accountability mechanisms which effectively hold
donors to account for collective promises (e.g. the ESDP process failed to do this),
and the question of whether the FTI helps or hinders country processes in this
regard.
A The questionable legitimacy of making education aid hostage to political difficulties in
the broader aid dial ogue, and the queaestion

both a group of the donors present in country bilaterally and at the same time another
donor (through the CF) i when such difficulties arise.

A The limited responsiveness to context of donor-inspired policy recipes (e.g. taking
quality as being as serious an issue as in Uganda for instance, and focusing
accordingly resources that might be better spent in a more balanced manner), and
the fact that in the Ethiopian case the FTI did not challenge the resulting un-
integrated (dichotomous) policy analysis and the associated (GEQIP) response.®

A The risk, arising from emphasising quality separately from access (i.e. a dichotomy in
terms of policy thinking, programming and aid instrument), that this would lead to
overlooking critical policy issues and notably issues of equitable access and access

8 Education quality is a government-owned agenda in Ethiopia. However it is likely that it has become
such at least in part out of the exposure of Government officials to the global and local donor
discourse about quality, up to the point at which this was internalised. There is nothing surprising or
inherently bad in this. The issue is that this shared agenda was not tailored more subtly to the context
(by both MOE and local donors).
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for the hard-to-reach groups, and the fact that the FTI did not face up to this risk in
the Ethiopian case.

The challenge of working in a federal context, demanding that education
stakeholders engage with the details of cross-sectoral issues such as fiscal transfer
formulae, that are critical for education budgets; that they abandon the comfort of ex
ante expenditure targets which are illusions in this context; that they strongly engage
with finance bodies at all levels, to focus jointly on education financing issues beyond

aid management; that they pay attentionto sub-n at i on al governangnt s o

design programmes aligned with these T what should the FTI do to support this?

Related to the latter point (above), the incentive for a central education ministry in a
decentralised system to, on the contrary, protect a comfortably exclusive relationship
with its donors, encouraging them to focus on centrally managed special
programmes (like GEQIP) and not seeking fuller engagement with the finance
ministry (beyond aid management) and with local accountability mechanisms.

With in turn, a lack of challenge by the absent finance ministry (except in its aid
management function) when the education ministry and donors jointly reinforce
centralising tendencies and overlook critical factors such as the design of fiscal
decentralisation and recurrent cost fi

Questions about sustainability/affordability and absorptive capacity which are at the core of the
financing gap issue and need much unpacking. Sustainability/affordability has a lot to do with the
planning horizon and with circular assumptions about how much aid will be available. Absorptive
capacity is often an abused term: if donors adopt hard-to-absorb modalities, implementation will
be slow, which is then used as a reason for not scaling up.
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1 Ethiopia Background

1.1 Et hi opi ads populcansus 20A7) eapritinugs4o grow fadt at @ mate df 2.6%
p.a. between 1994 and 2007, only 0.2% lower than in the 19841 1994 period. Under-15 year olds
represented 45% of the population in 2007, down from 49.8% in 1984, but this meant more than
33 million children compared to 20 million in 1984 and 25 million in 1994. Thus, it is a massive
challenge for the education system, which has had to run to stand still let alone expanding
access from a very low base (primary gross enrolment rate (GER) 30% in 1995/96). In turn, the
successful expansion of education is now raising the challenge of creating jobs for the rapidly
growing number of young Ethiopians with higher education levels.

1.2 In 1991t he Et hi opi Rewolutibrery penwoératic Front (EPRDF) emerged
victorious after long years of civil war against the Marxist military regime known as the Derg
(which had ousted the Emperor in 1975, and left the country devastated by its authoritarian
misrule). Since then Ethiopia has undertaken a transition toward democracy which, as shown by

. . . ) 9
the developments following the federal and regional elections in May 2005 (see Annex A) , will
likely be complex for some time to come.'® This has important implications for the relationship

betweentheGover nment and t he count(segriestchdpter).el opment

1.3 In stark contrast with the D e r gehtsalised governance system, the Constitution of 1994
has established Ethiopia as a federation formed of nine autonomous Regions and two City
Councils. In 1994/95 the Regions, and in 2002/03 (with the decentralisation policy) the districts
(also called woredas) of the four larger Regions™ were given extended planning, budgeting and
management responsibilities in relation to the provision of basic services.****

1.4 Ethiopia has a Millennium Development Goal (MDG)-based Plan for Accelerated and
Sustained Development to End Poverty, 2005/06i 2009/10 (PASDEP). This is a continuation of
its first generation Poverty Reduction Strategy, the Sustainable Development and Poverty
Reduction Programme (SDPRP) which covered the period 2002/03i 2004/05. The PASDEP puts
greater emphasis on commercialisation of agriculture, the development of economic
infrastructure, urban development and generally economic diversification. It was approved by

°The Atimelined in Annex A includes i mportant
the evolution of the education sector policy since the 1990s, in addition to a timeline of the main
events related to FTI, both at the global level and specific to Ethiopia. Annex A therefore
complements this section and the following ones.

® The World Bank Country Assistance Strategy 200812 011 ( April 2008) st at
have been made in the long term shift from a highly centralized, autocratic environment to an evolving
democratic state - though this shift has been characterized by a recurring cycle of opening and
cl osing of pbubridBank2ad8a)space. 0 (

1 Full-fledged district-level decentralisation was implemented in the Amhara, Oromia, Tigray and

mi

es

par

| est

t

Southern Nations, Nationalities and Peoples (SNNP ) Regi ons, which represent

population. In the other Regions woredas continued to manage services according to plans and
budgets drawn up at regional level, though this has evolved since then in some Regions (e.g.
Benishangul Gumuz).

2 Annex B presents an overview of the budgeting system in Federal Ethiopia (and a discussion of the
implications in terms of delivery of aid which is relevant to the next section).

¥ There were 541 woredas in 2002/03 and 718 in 2007/08 (PBS 2 PAD, World Bank 2009b). This
upward trend appears to be largely driven by requests from the population, as the expansion of
services means that it is necessary to intera
greater proximity is thus seen as an advantage and a right. The PAD for PBS 2 (World Bank 2009b)
concludes (though somewhat tentatively) that the administrative costs that this entails seem to be
reasonable compared with the benefits of closer administration.
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Parliament in May 2006, reportedly** after wide-ranging consultation i although this took place in
the quite tense climate of the immediate post-2005 election period.

15 Progress towards PASDEP and MDG targets has been encouraging and generally the
past few years have been marked by a number of positive trends. However, a lot remains to be
done and achievements are fragile. According to the most recent Human Development Report
(2007/08), the country stands at 169 out of 177 in rank.

1.6 Ethiopia is, indeed, a very poor country, which had just managed to return in 2002/03 to
the GDP per capita of the mid-1970s (i.e. just around USD 100). The economy remains heavily
dependent on agriculture and recurrent droughts make growth highly volatile. The recent growth
trend has been good, at 11% gross domestic product (GDP) growth rate per annum in average
between 2003/04 and 2006/07. The World Bank (WB) Country Assistance Strategy (CAS) 2008-
2011, published in April 2008, was confident that the "current boom is a combination of cyclical
recovery and structural shifts in the economy towards a higher growth path”, and that following
the early 1990s recovery and the interruption by the war with Eritrea in 1998/00 and a severe
drought in 2002/03, growth had resumed "with a stronger momentum than before” (World Bank
2008a).

1.7 However,t he governmentds commitment to ecfedhomic g
smallholder agriculture and its cautious approach to private sector development may hamper the

structural transformation of the econo my t hat Et hi opi ads Whdsy thé op ment
PASDEP indicates several policy shifts away from these earlier trends (e.g. new emphasis on

strengthening commercialised agriculture and on developing stronger markets including links

between rural and urban areas), this is all quite new, and somewhat uncertain in some areas

(e.g. lack of policy with regard to rural-urban migration). Moreover, the year 2008 was difficult,

with drought hitting again, compounded by the global food, financial and economic crises, and

the macroeconomic framework has become significantly more difficult to manage.*®

1.8 Recent Government reporting suggests that most of the MDGs are likely to be achieved,
with only MDG 1 (eradicating extreme poverty and hunger) and MDG 8 (developing a global
partnership for development) requiring some change to be achievable. However, this is a highly
optimistic account, and the recently much more difficult macroeconomic situation, including a
very high inflation rate for more than a year, is likely to have reversed some of the previous
progress.

1.9 Poverty has declined from 49% to 38% between 1994/95 and 2004/05, with rural poverty
declining faster than urban poverty i but this is counted against an extremely frugal poverty line,
there are very large differences between Regions, and vulnerability has remained a characteristic
of the lives of many people. In 2006/07 around 26 million people lived below the poverty line; in
spite of the decreasing rate of poverty the number of people living below the poverty line
increased by 1.9 million over the past decade. Moreover, recent simulations by World Bank
experts (World Bank 2009c) suggest that due to the very high inflation in the December 2006
-July 2008 period, poverty might have dramatically increased, potentially leading households to
adopt damaging coping strategies such as withdrawing children from schools. This, which would
have shown at entry in the 2008/09 school year, did not seem to happen on a massive scale.
However, whether there are long term effects on enrolment and attendance will require close
monitoring as both food and non-food prices have remained high i with permanent effects on
househol dsé status.

1 See e.g. http://www.mdgmonitor.org/factsheets_00.cfm?c=ETH&cd=231#

!> Ethiopia does not have an IMF programme, but the government has sought close collaboration with
the Fund, and this takes place through regular visits between the annual Article 1V reviews.
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Chapter 1: Ethiopia Background

1.10 Nonetheless, the track record in terms of basic service delivery is impressive, as shown
in Table 1.1 below, reflecting what has been called "Af r i ¢ a 6 s-poon buglget" [Pepartment
for International Development DFID 2009) in 2007/08 budget allocations to "pro-poor sectors"
represented 14.6% of GDP or 60% of the government budget (World Bank 2008a). Recent
analysis also suggests that: (i) service expansion has benefited the poor particularly; and (i) the
decentralised model of service delivery contributed significantly to the improvements in outcomes
(Project Appraisal Document for Protecting Basic Services 2, World Bank 2009b).

Table 1.1. Ethiopiad Selected Indicators for Basic Service Delivery, 19911 2008

Indicator by Year 1991 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008

Gr 5 Primary Completion Rate (%) 26 é 36.5 42.0 46.8 51.3 57.4 62.7 | 66.6 69
Net Primary Enrolment Rate (%) 219 | 440 488 | 522 | 54.0 |574 685 | 775 | 79.1 | 834
Child Vaccine Rate DPT3 (%) . 42 42 52 50 61 70 76 73 81

BCG (%) . 51 56 59 61 73 82 77 é é

Measles (%) 17 34 37 42 43 52 61 66 65 72
Births Attended by Professionals (%) 10 10 13 15 16 20
Contraceptive Acceptor Rate (%) 23 25 35 33 51
Access to Safe Drinking Water (%) 19 27.9 34.1 | 35.9 456 | 473 | 525 | é
Average Time for Households to reach 5.7 5.3 4.5 4.2
an All-Weather Road (hrs)

Source: PBS 2 PAD, World Bank 2009b
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2  Aid Relationships

2.1 Ethiopia is highly aid dependent in the usual sense that it receives a high (and overall,
increasing over the 19991 2006 period) volume of Official Development Assistance (ODA). Total
aid commitments rose from USD 542 million in 1999 to USD 2.212 billion in 2006,'® representing
an increase from 5% of GDP to 15% of GDP (in constant 2006 USD)."’ Yet, in per capita terms
aid has historically been low. The large increase in ODA just noted brought aid flows to USD 11
per capita in 2004/05, still much below the average of USD 23 per capita for sub-Saharan Africa
(Mattina2006)1i n spi t e o f-pobrtbidged Ip POAGHEE lagestocommitment was from
the International Development Association (IDA), followed by the European Commission (EC).
Over the period the largest donor was the IDA (22%), closely followed by the United States (US)
(21%). Next were the EC (13%) and the United Kingdom (UK) (6%).

2.2 Somewhat in contrast with this picture of high aid dependency, the Government is widely
held to have remained largely in charge of the policy agenda. Fraser and Whitfield 2008) locate
Ethiopia as the second strongest of eight African governments (just after Botswana and before
Rwanda) in terms of its ability to control implemented policy outcomes:

Unlike Botswana, Ethiopia remains aid dependent and receives an increasing share of its

state finances from donors, yet the EPRDF government is in control of its development

strategy, negotiating with donors only atthe mar gi ns. The EPRDF gove

strategy, since it came to power in 1991, has been to adapt those policy prescriptions of the

Bank and Fund that it finds acceptable to its own development agenda and to reject others. It

has largely succeeded in controlling the pace and degree of reform.

2.3 The aid relationship has been characterised by unsteadiness, with peaks in political
difficulties giving rise to sudden decreases in aid flows for variably long periods of time; after
which the trend upwards starts again as donors realise that they have little choice if they do not
want to undermine previous developmental progress. Two episodes have provoked strong "on-
off" fluctuations in the past decade: the Ethio-Eritrean conflict in 1998/00 and the post-2005
election situation (see Annex A). The current situation in the run up to the 2010 federal and
regional elections is a mix of return to a more normal relationship (as signalled, for instance, by
the WB approval of a full Country Assistance Strategy in April 2008 after an Interim CAS for
2005/06) on the one hand, and withdrawal reactions in front of/in response to measures seen as
problematic, on the other hand. Thus, for instance, the new law on Charities and Civil Society
Organisations, passed by the Parliament in early 2009 and including a number of "restrictive
provisions", led Sweden to suspend all its programmes implemented by government agencies;
yet at the same time, a number of other donors signed up for the second Phase of the Protecting
Basic Services (PBS) programme (see Box 2.1 below).

2.4 Generally donors in Ethiopia have failed to communicate clearly and in advance,
individually and corporately, their bottom lines and the responses that they would give if those
were reached. In short, they have failed to design a clear and transparent system of graduated
response. This has implications in terms of poor aid predictability, both short term (when
disbursements are frozen suddenly) and medium term (because of the uncertainty attached to
any commitment). Thus, for instance, in 2005 bilateral donors disbursed just 67% of their
commitments, against 85i 95% in the previous two years.'® As a result, the relationship between
Government and donors is a rather uneasy partnership. In turn, this may explain some of the
difficulty that donors appear to have in thinking about long term commitments.

® Commitments raised further, to USD 3.3 billion in 2007.

" These figures (from the data set for the EFA Global Monitoring Report 2009 based on the OECD
DAC database) are ODA flows from 31 donor countries and agencies. We use aid commitments as
the OECD DAC data on disbursements are incomplete (with IDA disbursements not reported
officially).

rnment o

BAut horos calcul ations bsaased on OECD DAC databa
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2.5 None of this is unique to Ethiopia. But these issues are particularly salient considering

the good track record of the government on the development front (as noted above), Et hi opi aés
huge needs discussed in e.g. the government PASDEP but also donor analyses such as the WB

Public Expenditure Review (PER) 2004 (World Bank 2004a and World Bank 2004b) and the

various pledges made by donors at the global-level in relation to the MDGs.

2.6 Box 2.1 presents a brief history of the PBS programme as an illustration of these issues
and in relation to the importance of the PBS in the current aid landscape in Ethiopia.

2.7 Thus, donors designed PBS as a way of insulating from political difficulties major aid
flows that had become structural in the government budget for basic services, and this was done
relatively rapidly. However, the 2005 crisis had long term effects at several levels. Firstly, not all
donors that provided direct budget support (DBS) are now supporting PBS Component 1. More
importantly, the Government is not keen to see a resumption of DBS; nor is it keen to expand
PBS too much: it is an effective and efficient instrument to support basic service expansion, but it
also makes the Gover nment 6s budget for basic services hi
decision that donors might take with regard to PBS. Indeed, the real insulating effect of PBS
remains untested. Finally, on the donor side PBS is a three year operation, stopping short of
providing finance through to 2015 (the deadline for the MDGs) and leaving a large and
acknowledged "basic service financing gap" (World Bank 2009b) (see Annex E Figure E4).

2.8 An additional specificity of the provision of aid in Ethiopia derives from the Federal
decentralised system of government (see Annex B for a fuller discussion of the points made
here). As in other countries a first set of issues about aid effectiveness relates to the extent to
which aid flows are aligned with "tirhEthioglaonuehtaid y 6s b u
has been provided through what is known as Channel 2 (fund flows through sector bodies) and
Channel 3 (aid in kind or managed by donor agencies or agents), which may be "on plan“, are
often "off budget", and are certainly "off treasury". DBS and now PBS have changed this,
channelling large volumes of aid through Channel 17 that is, aid flows that are fully "on budget"
and "on treasury" (managed by finance bodies at all levels of the government structure). The
additional advantage of DBS/PBS over Channel 2/3 aid instruments is that they are also fully
aligned with the federal decentralised system: donor funds flow through the mainstream fiscal
transfers of un-earmarked federal subsidies to the Regions and regional block grants to woredas,
to enable them to fulfil their mandates and in particular, manage basic services.

2.9 Over the years, the system has seen the emergence of a number of Specific Purpose
Grants (SPGs) using what is known as Channel 1B. The flow of funds is similar to that for
Channel 1 but the resources are earmarked for specific activities that the federal Government
and/or donors wish to see Regions and woredas implement. This may be because these are
federally-mandated activities, delegated to the Regions and woredas (as is the case with e.g.
transfers made to implement the Food Security Programme). In other cases these flows of
earmarked resources are in fact for activities mandated to be undertaken by Regions and
woredas T but the federal Government and/or donors are uncertain that they would do so to the
level required out of their un-earmarked resources.

® As in Mokoro 2008a, this is taken to mean on pl an, on budge
budget allocation process), on treasury, on accounting, on audit and on reporting.
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Box 2.1 Brief History of the Protecting Basic Services (PBS) Programme

Following the finalisation of the SDPRP, the WB and UK started providing General Budget Support
in 2003. Several other donors joined rapidly. The WB PRSC | was approved in February 2004 as
well as a number of other programmes. The Government and GBS donors organised a joint Direct
Budget Support (DBS) process in which all programmes were aligned around one common policy
matrix derived from the SDPRP, and followed a common review and dialogue process. In the course
of the year 2004 DBS emerged as a major aid channel, clearly facilitating the ongoing rapid
expansion of basic services. In the 2003/04i 2005/06 period nine donors (incl. WB, EC and
bilaterals) provided DBS to the tune of USD 255m to USD 375m per annum. Major features of the
system were a regular Joint Budget Analysis and Review (JBAR), a Fiscal Assessment, and a
SDPRP monitoring and evaluation (M&E) Action Plan. The DBS dialogue covered the entirety of the
SDPRP (thus including the education sector).

Mayi December 2005: Donors responded in various ways to the post-2005 election developments
but by the end of the year 2005 all DBS programmes were suspended, representing a massive
budget shortfall for the EFY 2005/06.%° Discussions got under way among donors on alternative aid
delivery instruments that would enable them to continue to fund basic services to the tune of what
DBS was doing, in order to avoid undermining the gains made in the past few years.

In May 2006 the Protecting Basic Services (PBS) programme was approved by the WB Board
and several other donors joined in the course of the year and the next one. The PBS channels funds
to regi ovos G dbadgds alongside government domestic resources, through the fiscal
transfer system of un-earmarked regional subsidies and block grants to woredas. Thus, PBS took
over from DBS, providing, in effect, decentralised budget support to co-finance government provision
of basic services. Several features of the DBS process were maintained including the JBAR,
through which donors also verify that the PBS conditions are met.

Key design features of the first phase of PBS were:

(@) The bulk of PBS funding (Component 1) was disbursed entirely through GOE systems, but targeted
as additional funding for the federal block grant. Monitoring of PBS included an additionality test to
verify that there has been a commensurate increase in the fiscal transfers to regions and woredas.

(b) Monitoring also included a fairness review to verify that funds are disbursed to all regions and
woredas in accordance with transparent fiscal rules and without discrimination on political or other
grounds.

(c) PBS is not earmarked to one sector, but provides support to the basic services for which sub-
national governments are responsible, which include primary health care and water/sanitation as
well as basic education.

(d) However, Component 2 differs from Component 1 as regards both disbursement procedures and
earmarking. This component provides funding earmarked for international procurement of medical
supplies. These are treated as a special case because of the greater practicality and cost savings
available in specialised procurement on behalf of the regions and woredas.

(e) There is a strong emphasis on accountability. Component 3 provides support to government
systems for financial transparency and accountability, while an innovative Component 4 (social
accountability) aimed to strengthen the capacity of citizens and civil society organisations to
engage in public budgeting processes and hold public bodies to account for the delivery of basic
services.

PBS is now seen as a valuable aid modality in its own right (as opposed to a mere substitute to
DBS), well aligned with the decentralised federal structure of the government. The design of a
second phase has recently been completed. The WB and EC have had their new PBS programmes
approved in May 2009. PBS 1 channelled USD 1.1 billion in the 2005/067 2008/09 period. Financing
projections for PBS 2 indicate that the programme will channel USD 1.1 billion in three years. The
conditions attached to Phase 2 of PBS have been amended, but the main features of the
programme and the thrust of the conditions remain the same.

% The Ethiopian Fiscal Year (EFY) runs from 8th July to the next 7th July.
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2.10 Whilst such SPGs are aligned with Government budget and treasury systems, it is
debatable whether they are the most effective manner of influencing sector policy implementation
at Regional and woreda level i compared to increasing un-earmarked funding and strengthening
local planning, budgeting and accountability processes (in the way PBS does). The proliferation
of such SPGs also tends to fragment resource management at regional/local levels, both across
sectors and within a sector.?’ They often also generate high transaction costs and/or low
disbursement rates when disbursements are linked to tight timeframes for reporting on previous
expenditures, which may be unrealistic considering the sheer number of implementing agencies
(e.g. 718 woredas in 2007/08) and the practical logistical difficulties. However, in so far as they
replace what used to be Channel 2 projects (or pooled funds), they represent a better aligned
modality.

2.11  Another characteristic of the aid landscape in Ethiopia is the relative weakness of the
processes around the PASDEP,? compared to sectoral processes in some sectors at least and
to processes around the PBS (and DBS before this). As a result, the overarching GOE-donor
dialogue is instrument-led. This combines with a somewhat weak aid management function on
t he gover nmhichtidtsern, méadsethat instruments are designed mainly by donors.
The Government does not have an Aid Management Policy or something of the like to guide
sectors and donors in this. As a result, "much of the dialogue is not about what do we want to
achieve and which instruments do we need for this, but about, what should the instruments we
have do?"

% To date SPGs are being used for the Public Sector Capacity Building Programme (PSCAP), the
Productive Safety Net Programme (PSNP), the (government) Food Security Programme (FSP), the
Teacher Development Programme (TDP), the Local Investment Grant (LIG, a pilot under PBS), and
the Water, Sanitation and Hygiene programme (WASH). The General Education Quality Improvement
Programme (GEQIP) will be an SPG too, replacing TDP. Note that other pooled funds exist, which
use a mix of Channel 2/3 modalities, such as the Health MDG Performance Fund.

ZE. g. Annual Progress Reports have consistent|
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3 Basic Education in Ethiopia

3A Education System

3.1 Since 1994 (which marks the launch of the current Education and Training Policy, see
below) there are four levels of general education in Ethiopia. These are pre-primary (largely
confined to urban areas and left to private providers), primary (8 years in two 4-year cycles, from
age 7), lower secondary (2 years) and upper secondary (2 years), the latter being a preparation
for university. The provision of education is mainly through state schools although
non-government education is slowly but steadily rising, especially in urban areas.”® Formal
technical and vocational education and training (TVET) starts after junior secondary. Formal
TVET and higher education in colleges and universities are currently massively expanding,
through both public and private provision.**

3.2 The rationale behind the unusually long cycle of primary education was to form "educated
farmers" who would be better able to use new technologies, improve their livelihoods, and
contribute to increased agricultural productivity supposed to drive economic growth (see Chapter
2 above). This has been challenged (e.g. in the WB Country Sector Report on education; World
Bank 2005b) but the Government has persisted. More recently, while the eight-year primary
education cycle policy is not being questioned the Government is increasingly focusing on lower
secondary as well as primary education. This indeed responds to a strong societal pressure,
including in rural areas, which suggests that many households do seek to secure livelihood
alternatives outside farming for their children. At the same time, many parents are anxious that
achieving Grade 10 "does not lead the children anywhere" if they cannot pursue to Grade 12 and
enter university, or enter one of the TVET streams i seen as a second best option by many.

3.3 Initially the government paid relatively little attention to non-formal or alternative forms of
education provision. This changed in the mid-2000s with the realisation that harder-to-reach
populations would otherwise continue to be excluded from the system. In particular, an
Alternative Basic Education route now provides the first (Grade 1i 4) cycle of primary education
in three years, through a specially designed curriculum and a more flexible school timetable
designed to suit the needs of pastoralist communities, working children and other hard-to-reach
groups and as a lower cost alternative in remote areas where enrolments are low. Children are
then supposed to integrate the formal system in Grade 5. ABE is now considered as an integral
part of the general education system (and ABE enrolment is reported as part of the primary
education enrolment). In contrast, adult education and non-formal/informal vocational education
(which would provide further educational opportunities to the many children who for all sorts of
reasons cannot achieve Grade 10 or even Grade 8) continue to receive comparatively little
attention.

3.4 Responsibilities for the different levels of education are shared between the federal,
Regional and woreda governments. The detailed pattern is quite complex, and can vary from one
Region to another. Common features are as follows. Woredas (through their Woreda Education
Office, accountable to the woreda Cabinet and elected Council as well as, technically, to the
Regional Education Bureau) manage primary education and in most cases, junior secondary
education (this includes teacher hiring, but varies with regard to textbook provision). Regions
(through the Regional Education Bureau accountable to the Regional Cabinet and elected
Council and in liaison with Ministry of Education (MOE)) manage senior secondary education and
a large part of TVET, as well as the institutions training teachers for primary and junior secondary
education. Regions are also responsible (within the framework of federal guidelines) for

% In 2006/07, private enrolment represented 5.7% of the total in Grade 1 to 4; 6.5% in Grade 5 to 8;
4.3% in Grade 97 10 (junior secondary) and 6.5% in Grade 117 12 (preparatory) (GEQIP PD, World
Bank 2008c).

4 1n 2006/07 22% of higher education students were enrolled in non-government institutions.
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curriculum development in primary education, including the choice of the medium of instruction,
and in most cases have de facto or de jure taken responsibility for textbook provision at this level.
In addition to setting out national policies, the federal MOE is responsible for higher education
(including the training of teachers for upper secondary education) and high level TVET.

3B Basic Education Performance

3.5 The performance of the education sector in Ethiopia since the launch of the Education
and Training Policy (ETP) in 1994 is aptly summarised in the WB GEQIP Project Appraisal
Document (PAD) (World Bank 2008c) as follows (and further details are found at Annex D):
As a result of a series of important organizational, financial and programmatic measures...
(from 3.7 million in 1995/06) primary school enrolment reached 8.1 million in 2000/01 and
13.5 million in 2005/06%... Over this period, the gross enrolment rate (GER) increased from
61.6 to 91.3 percent and net enrolment from 52.2 to 77.5 percent. Repetition rates dropped
significantly from 15.7 percent and 18.6 percent for boys and girls, respectively, in 1996/97, to
3.8 percent and 4.0 percent for boys and girls, respectively, in 2003/04. First cycle secondary
enrolment trends show significant increases (GER from 17.1 percent in 2001/02 to 33.2
percent in 2005/06) and although second cycle secondary enrolment is low (20,795 in
2005/06), it is increasing. This has been a remarkable achievement and has occurred at the
same time as a major expansion of both the TVET and higher education sub-sectors.

3.6 Thus today, there are 21,000 public and private primary schools, approximately 1,000
secondary schools and 1,000 Alternative Basic Education (ABE). The total number of students in
primary schools (grades 171 8) reached 15.3 million in 2008 (up from five million in 1997/08) with a
net primary enrolment ratio (NER) of 83% (from less than a third in 1997/08). The r at i

o

of

g

boysd NER, the gender parity index (GPI), surpass

(grades 1i 4). Grade 5 completion rates rose to 69% in 2008, although this still means that over
one third of children who start school do not finish a minimum number of five years of education.
TVET has dramatically expanded, from 2,924 in 1997/98 to 123,557 in 2006/07 and higher
education enrolment in 2006/07 was of 180,292 students.”®

3.7 Over the period, improving 7 or just maintaining i the quality of basic education has
become a key issue. Proxy indicators for quality have deteriorated or improved very slowly (e.qg.
the proportion of teachers qualified to teach in Grade 5-8, which was 25.5% in 2001/02, has risen
to 53.4% in 2006/07, a far cry from the ESDP Il target of 95% for 2009/10,%” PTRs, although
decreasing, remain high) (also see Table D4 in Annex D). Indicators of efficiency have improved
only slowly (e.g. drop-out rates remain high, particularly in Grade 1 and Grade 57 see Figure D9
in Annex D). Notably, the series of results from National Learning Assessments (NLAS) carried
out in 2000, 2004 and 2007 suggests deteriorating Grade 4 and Grade 8 learning achievements.
The results of the NLAs are shown in Table 3.1 below.

% Absolute numbers are as important as rates to have an idea of the progress, considering the high
population growth rate noted above.

% These statistics for TVET and higher education are found in the ARM 2007 proceedings (ESDP
ARM 2007).

“Requirements with regard to teachersd mini mum

raised. The statistics above still reflect the previous policy. The new policy automatically aggravates
the shortage of rsig ths Ireflects theb® highee potichh standards and not lower
gualification of the teaching force in place. The Government is currently implementing a large
programme of upgrading for teachers who are in schools, in addition to the reform of the pre-service
teacher training system. (This is going to be supported by the General Education Quality Improvement
Programme discussed below).
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Table 3.1 Performance in National Learning Assessments 20001 2007

Grade 4 2000 2004 2007
Math 39.3 39.7 40.3
Reading 64.3 64.5 43.9
English 40.5 38.7 36.5
Composite score 47.9 48.5 40.9

Grade 8 2000 2004 2007
English 38.7 41.1 38.4
Math 38.2 40.9 34.1
Composite score 41.1 39.7 35.6

Source: World Bank GEQIP PAD (World Bank 2008c)

3.8 The trends in the NLA results have been interpreted as signalling the imperative
necessity of reorienting policy attention and funding towards quality, which led GOE (with donor
support) to develop a set of quality improvement measures encapsulated in the General
Education Quality Improvement Programme (GEQIP; see below). However, a number of points
are noteworthy beyond the general argument of "deterioration”. Notably, the decline between
2000 and 2004 was small (and the G4 score actually went up). The G4 Math score went up
throughout. The huge decline in the G4 reading score from 2004 to 2007 has been linked to
changes in the test. For G8, the main decline is between 2004 and 2007 and is not explained.

3.9 More generally, there does not seem to have been a discussion of the fact that the
decline in NLA results might be a predictable consequence of the shift to a more universal
system, in which students facing more difficult living conditions are now involved. In the UK
performance system the term "value added" is used to make allowances for the different intakes
of schools when comparing their performance. It would be valuable to look at the Ethiopian NLA
results not only in terms of average scores but in terms of trend for the overall "value added" of
the primary school system. It is also noteworthy that Grade 5 and Grade 8 completion rates and
Grade 8 exam results are reported to have improved over the period.

3C Education Policy and Planning
Policy and planning process

3.10 Ethiopia has an Education for All (EFA)-oriented Education and Training Policy (ETP)
(with the "provision of basic education for all" as one of three overall goals) in place since 1994,
and a series of medium term Education Sector Development Programmes (ESDP) since 1997/98
to achieve the policy goals. The country is now implementing the ESDP Il (2005/061 2009/10).
ESDPs are aligned witht he countryds overall devel opment
and PASDEP successively) in terms of both policy content and timeframe.?® More fundamentally,
ESDPs are a true reflection of the political priorities of the Government (thus ESDP Il and in
particular, ESDP lll, were candid in reflecting a gradual shift toward greater attention and focus
on TVET and tertiary education expansion). This has at times created tension with the local
donors. Divergences have been discussed fairly openly, but, in line with the general pattern
described by Fraser and Whitfield 2008), donors have not always succeeded in re-orienting
government policy when they wanted to (as shown by the example of government investment in
tertiary education).

% E.g. the PASDEP 2005/067 2009/10 truly reflects the ESDP Il (also 2005/06-2009/10) priorities,
strategies, and targets i though some observers note that PASDEP suggests prioritisation (in case of
resource constraints) that may not be acceptable to sector stakeholders i such as cutting down on
expenditure in secondary.
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3.11 In many ways, the ESDP | developed in 1996/97 was an FTI prototype, five years before
the Fast Track Initiative (FTI) partnership emerged. It has also been a formative process, many

lessons of which should still be useful to date in Ethiopia. This is illustrated in Box 3.1 below. %
Box 3.1 The Ethiopian ESDP | as an FTI prototype

Education and Health Sector Development Programmes were developed in parallel in 1997/98. The
Ethiopian government seized upon early concepts of sector approaches (e.g. Harrold 1995) to propose
programmes for both sectors. The main donors to the sectors, led by the World Bank, then worked with
GOE to refine and elaborate the programmes it had drafted. Detailed collaborative review and
development of proposals took place at regional as well as federal levels, and led to revised documents,
the first ESDP and HSDP Programme Action Plans.

The review and revision of the ESDP took place in a very inclusive way (including donors and regional
governments, notably). There was a committed and active local education donor group which
participated fully in all the relevant elements. The plan was endorsed by all stakeholders including
education donors.

At the same time the architecture of Annual Review Meetings and Joint Review Mission was set up,
allowing government and donors to jointly monitor the progress made in implementing the ESDP
- including both monitoring of a set of critical indicators, and joint "reality checks" with the JRMs.

The revised (final) plan was costed, with estimates of government and donor contributions; costings
included recurrent costs, and the fairly explicit idea that increased development funding by donors would
allow increased recurrent spending by GOE.

There was discussion over aid modalities and the use of government systems (found to be basic but
quite effective®). In the end the World Bank adopted a "hybrid" modality, which turned out not to be a
happy medium. Implementation and fund disbursement was much slower than planned. There was
much talk about weak absorption capacity neglecting the evidence that WB procedures and genuine
logistical constraints were a principal cause of implementation delays.

The ESDP was initially conceived as involving a loose system of parallel financing, in which the World
Bank would fund whichever components were not picked up by other donors.®! It has never actually
functioned in this way. In part this was because the WB modality adopted required detailed annual
planning of WB project inputs. Initial implementation was seriously undermined by the 19981 2000 border
conflict between Eritrea and Ethiopia. The World Bank's ESDP project proceeded, but funding from other
donors was withheld and overall external funding of ESDP | was much less than the government had
been led to expect.

Despite the additional costs of the war and the non-appearance of promised donor funds, the
Government maintained the levels of education sector expenditure that it had promised for ESDP I. The
shortfall in funding was entirely attributable to the donors.*

Lessons that might have been drawn for the FTI from this experience:
e The scope for aligning behind the EFA policies of a committed government.
¢ The danger of relying on individual donors to fulfil joint funding commitments.

e The importance of designing implementation modalities that are consistent with federal
responsibilities and reinforce government systems, and the depth of country knowledge that is
required in order to do so.

e The importance of engaging Finance and Planning agencies fully.
¢ The need to insulate long-term education funding from political turbulence.
These issues all recur in the subsequent FTI experience.

% This draws on Lister 2007, Chapter 4.
% See Lister 1998.

¥ GOE anticipated a much more dramatic move towards pooled joint funding by the education donors.
¥ The relevant Public Expenditure Review commented:

it will always be possible to argue that military expenditures might have been even higher if aid had continued to
flow, but there can hardly be any doubt that expenditures on primary health and education were sharply lower
because aid was withheld (and even though Government broadly adhered to the sector expenditure levels it had
projected before the conflict). (World Bank 2001, Box 4.2.)
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3.12 ESDP | was developed from the bottom, up, through a thorough process of policy and
strategic consultation with the Regions which was well suited to the federal arrangements.
ESDP | was formed through the development of regional development plans. A similar process
was followed for ESDP Il. The process was less clearly bottom-up for ESDP Ill. In 2002/03 the
decentralisation policy gave woredas greater responsibilities in the management, development
and budgeting for basic education. Thus, in line with the federal decentralised system of
government, Regions and woredas are key players in the implementation of the education policy
and of the ESDPs i while policy is nationally set. In cognisance of this, there were strong
indigenous mechanisms for seeking and maintaining policy consensus across government levels
including: (i) participatory events such as Annual Conferences, in which all government levels
participated; and (ii) the dominant role of the EPRDF in policy making and strong party links
across government levels, ensuring discipline in the implementation of national policies. The
ESDP processes could build on these foundations, and did so with the annual JRM and ARM,
designed to be patrticipatory as well.

3.13 As aresult the ESDPs have been effective guides to priority setting at the strategic level.
They have been less effective with regard to detailed prioritisation. There are a number of
reasons for this, including:

That the ESDPs are traditionally ambitious compared to available resources;

> >

The capacity of decentralised levels to identify local priorities is weak;

>\

While in principle, the federal decentralised management system should
accommodate Et hi opi wnthessystm of énplementation directives
is quite strong; this, combined with resource constraints, does not leave much space
to decentralised authorities.

3.14 Policy-making in Ethiopia is not particularly open to non-government actors, and
education is no exception. Dialogue with donors has been in place since the outset of the ESDP
series, and this has expanded selectively to other actors such as non-governmental
organisations (NGOs). Parents and students are meant to be well represented in local education
management bodies such as school parent-teacher associations (PTAs) and sub-district
education boards, the role of which has been speltout i n BM®BEOGKSpolity document in
2002 (MOE 2002a). There is anecdotal evidence that they may indeed, exert real influence at the
local level, and the broader decentralisation policy and other cross-cutting measures (e.g. PBS
activities to strengthen local budget transparency and social accountability) presumably help.
However, (as far as the author of this report is aware) trends in this respect are not
systematically documented. There is no institutionalised mechanism through which parents,
communities and students would be able to exert influence at higher levels. The role of teacher
unions has been complicated and reduced by their complex relationships with the broader
political establishment.

Policy priorities

3.15 The overarching goal of the ETP is to produce a society able to fully contribute to its own
development. This is reflected in all ESDPs.** ESDP | was clearly articulated to achieve the EFA
goals i with an emphasis on expanding access to formal primary education, starting from a very
low basis (GER 30% in 1995/96). The main strategies were to expand infrastructure and
teaching force as rapidly as possible, and ensure the distribution of core textbooks at the same
time as encouraging Regions to adopt selected® local languages for primary education teaching
(until then all education had been provided in Amharic, the language of one group in Ethiopia).
This was a massive challenge, especially in multi-ethnic Regions like SNNP where 18 different
languages were adopted. Government funding was set to increase. School fees were abolished

% See Annex C for an overview of the main policy directions in relation to basic education in the
Education and Training Policy and successive ESDPs.

% There are some 120 local languages. For ESDP | 19 languages were identified.
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in 1995/96 (see Annex A and Annex C) and this, although it was introduced only gradually and
community contributions were encouraged to be continued, had a significant effect on Grade 1
intake (World Bank and Unicef 2009). Over the period, gender and rural/urban disparities in
access have markedly decreased at primary level. However, this is much less so at higher level
and to start with, at junior secondary level (see Annex D); there also remain wide regional
disparities and a large number of hard-to-reach children not enrolled.*®

3.16 With the massive expansion of the system (including at later stages, Government
investment in TVET and tertiary education, and rising demands to open more secondary schools
as primary cohorts came through) the government became unable to invest in infrastructure,
even though budgets for education continued to increase significantly. At primary level (and
often, junior secondary too) infrastructure development is now entirely left to communities i and
this is policy.

3.17 At primary level, as discussed above, quality is said to have been negatively affected in
the course of this massive expansion. This is now a central policy theme, and the main focus of
the recently developed GEQIP (following a first, narrower attempt to address quality issues
through the strengthening of the teaching force with the Teacher Development Programme).
Quality has also become a political priority as the opposition focused on the poor quality of
education in its campaign in 2005.% In response to this, GEQIP is indeed a government-led
initiative, rooted in several years of policy dialogue with local education donors. It was developed
with the full contribution of influential donors i including WB and DFID i but the main directions
of the programme are firmly based on government6 siews.

3.18 Responding to this shared concern with what was characterised as "deteriorating quality
of education",®” GEQIP focuses on a number of strategies (curriculum reform, textbook provision,
improvement of teacher qualifications, strengthening of school management, provision of funds
to schools, and strengthening of general sector management capacity) that have been informed
by a mix of international experience, past experience in Ethiopia, and the identification in
gualitative studies carried out with NLAs, of critical quality drivers. These appear to be sound
bases.

3.19 However, the discussions in the sector suggest a form of dichotomy in thinking about
quality and access as if they could be addressed separately or even as if there was a trade-off
between them i which is both a dangerous simplification and a narrow way of looking at
effectiveness and efficiency in resource use. There is also a risk of taking GEQIP as the only way
of raising quality and overlooking the fact that some of the most effective measures lie outside of
GEQIP (e.g. effective deployment of teachers, sufficient infrastructure of an adequate quality).
Finally, there is a risk that harder-to-reach groups will remain marginalised if absolute priority is
given (in terms of attention and funding) to strengthen quality for those who are already at
school. It is particularly important to avoid this trap in the current context in Ethiopia, where as
noted above many households have become more vulnerable than they were two years ago.

3.20 The GEQIP PAD recognises that other measures are indispensable to ensure quality. It
argues that PBS is there to help to address the issue of teacher recruitment and deployment.
This, however, will require stronger links between sector and PBS dialogue and policy focus than

% Save the Children 2009) estimates that Ethiopia has 3.7 million children out-of-school. This may be
under-e st i mat ed as HBor enaacthuor eg r ofiuhpasitodeoune Foaihstame, im Ethiapia
a large hard-to-reach group is the pastoralist population. Yet it is known that the EMIS data are more
problematic in the mainly pastoralist Afar and Somali Regions.

% The presence of the Prime Minister Meles at the launch of GEQIP in March 2009 was indeed a
strong signal of the political importance of the issue, and an implicit but direct response to the
opposition.

% Based as explained above on such things as the NLA results.

14 February 2010



Chapter 3: Basic Education in Ethiopia

has been the case thus far.*® The GEQIP PAD is not convincing with regard to the point about
infrastructure. On equity, gender and other exclusion issues will be the object of a special needs
assessment early on in the course of the programme. GEQIP stakeholders also stress that the
allocation of resources to Regions is based on a weighted formula using school enrolment (75%)
and school age population (25%). However, the effectiveness of this resource pattern in reaching
out-of-school children will depend on specific measures to this effect that Regions and woredas
would be encouraged to design and implement, something which at this stage is not one of
GEQI P6s mses.*h Cofinsycstakeholders also suggest that in its second phase, PBS
- which is seen as complementing GEQIP i has been redesigned to better address access and
equity issues. This is encouraging, but there is no indication in the PBS documentation of how
any type of affirmative inclusion measures would be financed.

Cross -Cutting Issues

3.21 Gender issues have been addressed in the successive ESDPs since the outset.
Geographical disparities have always been high on the agenda too, and important policy
decisions in relation to the "underserved" or "emerging" Regions have been taken throughout the
period, driven by a mixture of rationales both internal to the sector (e.g. mobile schools) and
more broadly political (e.g. opening of public universities across all Regions). Issues related to
pastoralists are addressed both as such, and as part of the issue of regional disparities. The
rural/urban gap and the need to address this was a salient topic in the ETP and in the ESDPs.
MOE has also paid attention to Special Needs Education (with support, in particular, from
Finland), though a conceptually coherent approach has yet to emerge. Other forms of exclusion
(including social deprivation) are less commonly discussed.

3.22  Specific strategies were developed and/or concrete measures taken to address each of
these issues i though with uneven strength. There was a concerted effort, starting from ESDP |,
to direct public funding to the rural areas and indeed, impressive strides were made in
addressing the urban/rural gap at primary level (this, especially in the 1990s, was part of a much
broader strategy of the EPRDF government in consolidating its legitimacy). Specific strategies
were also designed early on with regard to gi r | s 6 earmtluhava ttantoued to evolve
(including awareness-raising, revision of textbook content, affirmative action/lower entrance
criteria for secondary/tertiary education, special tutoring/counselling etc.). It took more time for
MOE to seriously engage with strategies for under-served areas, pastoralist groups and remote
areas, but strategies started to be rolled out on a bigger scale during the ESDP Il period (ABE,
multi-grade teaching and satellite schools). As said above, it has proven more difficult to develop
concrete and feasible measures with regard to SNE.

3.23  HIV/AIDS was not mentioned in ESDP I, and was only cursorily treated in ESDP II. It is
analysed in greater depth in ESDP IIl, and Ethiopia is praised for this in an assessment by Clarke
and Bundy for the FTI partnership in 2008.° Since then an "Education Sector Policy for
responding to HIV and AIDS" has been finalised (MOEa, circa September 2008) and an
associated strategy (MOED) i although this was not linked to the FTI. Specific measures were
taken even before the policy and strategy (e.g. baseline study, booklets for students and
teachers, curriculum review and integration into curriculum, school clubs). However,
Clarke and Bundy 2004) highlight that the HIV/AIDS aspects of the ESDP Il are not separately
costed and there is no HIV/AIDS related indicator in the set of core ESDP Il indicators. The

% See more in section 3.3D bel ow. For i nstance, Government 6s Lett
GEQIP (MOFED 2008c) indeed explains that new policies will be introduced to ensure better

deployment of the teaching force; but it is silent about the means that will be used to operationalise

such policies (e.g. it does not mention PBS).

% Thus, for instance, within their regional envelopes the Regions have to allocate resources for the

school block grant and the textbook/teacher guide components in line with the number of students in

schools.

“ See Annex H for a summary of the main findings from the Clarke and Bundy 2008 assessment.
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policy and strategy do not address these issues. The documents are fairly general and HIV/AIDS
"d o e sconde up in the discussion very often as there is not a clear champion”. However, there
is a Task Force in the sector, and a plan to integrate the HIV/AIDS and the (also recently
finalised) School Health and Nutrition strategies, which shows continued interest.

3.24 MO E 6esderkhip has been strongest with regardtogi r|1 sé educati on
time with regard to strategies for under-served areas/groups and HIV/AIDS. Funding has been
an issue: for instance to date, ABE continues to be under-funded in regional and woreda plans

and budgets. St akehol der sd& part i stpragerinoemtion to CClsothan ipiar t i c ul

generally, except for specific events. At Regional and woreda level coordination between

Bureaus and offices (e. g. ahakelplade butis dot padiculariy 6 s

strongly institutionalised. This is evolving and may well improve as other sectors are now also
keener on cross-sectoral coordination (such as with the Water, Sanitation and Hygiene (WASH)
programme for instance).

3D Education Financing and Aid Effectiveness
Education financing
3.25 ESDPs have always been costed for the sector as a whole. An analysis of the data in

Annex E shows that together, external and domestic finances have not been sufficient to meet
the ESDP targets i including those related to EFA i even though education has been a

and

n

af f

continuously high priority in gover nmenféetcdsandbudget s

financing (from both government and donors) for the SDPRP and PASDEP "pro-poor sectors",
and backed by sharply increasing resource flows (especially since 2002/03) at regional and
woreda levels where these are most needed with regard to basic education financing. Thus for
instance, in absolute (and current) terms, government education expenditures almost quadrupled
between 2000/01 and 2006/07 and recurrent expenditures tripled over the same period (see
Table E11). In equivalent USD, regional and woreda spending on education (mostly recurrent)
doubled between 2004/05 and 2007/08 (Figure E3).

3.26  Aid data suggest that there was also a step change in the flow of aid to education, from
the late 1990s to the mid/late-2000s. This is illustrated in the diagram below (Figure 3.1). The
sharp increase in education aid between 2005 and 2007 is clearly linked to the start of the PBS
(also see Table E8 to Table E12).**

“ The data are problematic. There are large and unexplained discrepancies between the country data

compiled in preparing GEQIP (see Table E14, Table E15, TableE16) and t he Evaluati on

compiled from internationally recognised sources (see Table E10), especially for the years 2004 to
2006. The data used in Figure 3.1 are a mix of the GMR 2009 data for 19991 2003 and country data
for 200471 2008.
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Figure 3.1 Aid to education and basic education 19991 2008 (million USD)
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Source: Table E10, Table E11

3.27 The story behind the numbers is very important (also see Annex A). As shown by the
trends to 2001/02 (covering the end of the ESDP | period), donors largely failed to support the
first education sector plan i in spite of their collective promise to do so. Moreover, aid flows were
slower to increase for basic education than for education as a whole. Indeed except for the World
Bank, which had a large ESDP | project focusing on basic education and which remained "on

board", most donors pul | ed out i n rel at pusuing the EthiotEBtreagn@rv e r n me n

(see Box 3.1 above). Unsurprisingly, it took time to start things all over again. The Teacher
Development Programme, launched toward the end of 2003, was a joint move 1 but it also
substituted for previous donor projects and so the level of "direct aid"** to education increased
only moderately, the more so that the WB at the time was closing down its ESDP | project and
had decided that it would support basic education through DBS. When, around 2004/05, there
seemed to be a real possibility that some other donors would complement DBS with more
focused education support (e.g. EC, Ireland, and possibly the Netherlands and the UK, though
the question for all of them was how, see Box 3.2 below), this aborted as the post-2005 election
developments unfolded, which also led to the freeze on DBS. Since then education aid levels
have increased primarily thanks to PBS.

3.28 It is also noteworthy that levels of funding for basic services and education as a whole
have been protected i n gover nohtight tesosrce orundhgs(the
Ethio-Eritrea war and the post-2005 election period). This was documented, for instance in the
PER 2001 and in a briefing on education finances for the JRM 2003 with regard to the former
(Dom and Lister 2003), and in the JRM report 2006 with regard to the latter (ESDP JRM 2006).
In contrast, in these periods of difficult dialogue donors turned the tap off or at least did not turn it
on, as shown by the slow increase in aid flows until 2003/04, and the large drop in 2005.

3.29 The projections in Annex E show that GEQIP and PBS will be the two main channels of
aid to education in the years to come; and that aid flows will be just maintained at the level
reached in 2007/08 (a year in which PBS was already active, Teacher Development Programme
(TDP) was still active as well as the WB post-secondary project, both ended now).

3.30 Successive calculations of the financing gap for the sector and/or basic education were
made. Even though these estimates (and the ESDP costs as a starting point) were regularly
challenged as being inflated or not sufficiently accurate, or unrealistic in terms of absorptive

“?Here and in Annex E, fidirect aido to education
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capacity (see Annex E on the financing gap), they suggest that "business as usual" will not be
sufficient to reach the Ethiopian "UPE with equity and quality” targets, together with the other
targets that the Government has fixed itself for the sector and/or that it is pushed to fix,
considering the demand (e.g. for secondary education). Invariably financing gaps were estimated
to range between USD 150 and USD 300 million per annum for extended periods of time. This is
equivalent to 50% to 100% of what was spent on education in the regional and woreda budgets
in 2004/05; 25% to 50% of what was spent at these levels in 2007/08; and as much as what is
currently foreseen to be provided annually by donors in the forthcoming three to four years
(including education aid through PBS). In other words, total aid for education, including the PBS
modality, would need to double to fill this financing gap.

3.31 Recently other sectors have come more to the fore (such as health, which has been
critically underfunded thus far, agriculture, and higher priority to the development of critical
economic infrastructure). This will likely lead to a decreasing share of the government budget
allocated to education. Indeed, in PASDEP the education share is planned to fall from 18% to
14.5% of total government expenditure. In reality education share has continued to be higher
than planned in PASDEP, and has only recently started to fall (from 23.7% in 2006/07 to 19.2%
2007/08, with the recurrent share falling from 28.5% to 25.6% for the same two years, see Table
E3).

332 Projections prepared for Et hi opi ads apgplicati
decreasing volume of domestic resources allocated to education (and even to basic education

only) (see Table E17). This has raised concern, and will be subject to further study and

discussion as Ethiopia has to produce "more coherent costings” to get access to a second FTI

CF Grant (see below). In reality, there is no sign of a decreasing volume of resources allocated

to basic education by Regions and woredas as they continue to respond to the steadily

increasing demand, now pushing into the secondary level, and hire as many teachers as

possible in a bid to simultaneously decrease pupil-teacher ratios (PTRs) (more on this below).

Basic education financing

3.33 ESDPs were effective in broadly shaping intra-sectoral resource allocations. A shift
towards post-basic sub-sectors was planned in the ESDP Il and ESDP Il (see Figure E1 and
Figure E2); correspondingly, the share of primary education was planned to stabilise at around
50% of the total education envelope by the end of the ESDP Il period. There were indeed
considerable outlays in the federal budget on TVET and tertiary infrastructure. This meant, de
facto, fewer resources for the un-earmarked transfers to regions/woredas out of which basic
education is financed. However, this was counter-balanced by the government commitment to
increase transfers to sub-national levels (supported by PBS funding and the PBS process and
conditions). Thus, the volume of resources for basic education continued to increase, driven by
decisions made locally by Regions and woredas allocating (rising until recently) shares of the
increasing regional subsidies and block grants.

3.34 However on the whole, the composition of the budget of the sector has changed since
the late 1990s, with a lower share of resources for primary education (see Table E4 and
commentary in Annex E). Moreover in the near future sub-national level education budgets are
likely to reflect a trend of increasing resources directed at secondary education.

3.35 Even with rising budget envelopes it has not been possible to maintain the volume of
resources allocated to critical non-salary inputs at an adequate level, in the budgets for basic or
general education.In  Et hi opi ads f e dettimgathe sidre of eaon-satayy spersliegds
not a decision which is taken centrally, but a result of the hundreds of decisions taken every year
by individual Regions and woredas. As said above, Regions and woredas have continued to
allocate to educationt he | i o woféthe resobrees available at their level. Even so, in their
budgets they have increasingly been unable to finance much more than teacher salaries. From
approximately 17% of the recurrent budget on general education in 2001/02 (see Table E5 in
Annex E), non-salary spending fell to an average of 8% in 2007/08 (see Table E6 in Annex E).
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The pressure exerted by the expansion of the system also meant that per student spending
remained low both in the absolute and by comparison with international standards, even with
sharply increasing budgets.*

3.36 This squeeze on non-salary budgets is one of the critical factors that led to (i) the
development of GEQIP, which focuses on inputs that are needed to complement an adequate
deployment of teachers, such as textbooks, better teacher pre- and in-service training, school
improvement plans and school level funding i while recognising that qualified and motivated
teachers are themselves a critical quality input; and (ii) the choice of a Specific Purpose Grant
modality to channel GEQIP funding (including the FTI CF grant(s)). These issues are discussed
in more detail in Chapter 4 below, on the FTI inputs.

Govern ment PFM system and education

3.37 PFM reforms have been under way since a decade ago. Building on a relatively strong
PFM basis (as was found in assessments undertaken in the course of preparing for ESDP 1)**
and still ongoing, this has strengthened basic budgeting and accounting systems. Following the
decentralisation policy of 2002/03, one major focus has been to ensure sufficient system and
capacity development at regional and woreda levels. This has been a huge challenge, unevenly
met. Parts of the system have remained weak, hampered by the small humbers of professional
accountants and auditors in the country as a whole, and the lack of attractiveness of the civil
service for those qualified people. Generally planning and budgeting processes are well
established and there is a fairly clear calendar; but weak planning and analytical capacities
especially at woreda level undermine the link between (ambitious) plans and (constrained)
budgets. At all levels there is a tension between needs-based target-driven planning and
resource-constrained budgeting, and this comes to a head at the woreda level.

3.38 There is a fairly robust medium-term fiscal framework (MTFF) in place at the federal
level. With regard to education, the MTFF is important in terms of ensuring medium term
predictability for the inter-governmental fiscal transfers to Regions i together with a fairly
transparent, formula-based system of allocation of the regional subsidy. The PBS programme
has reinforced the importance of the MTFF and, through focusing on it, helped to strengthen it.
The regional subsidy formula has been regularly improved i with significant developments in the
past two years. In turn, Regions have developed and regularly improve formulae to allocate block
grants to woredas, though at this level this is an annual process (with no medium term visibility).

3.39 The education sector stakeholders know about but do not engage fully with these
important mechanisms (MTFF, allocation formulae). Conversely, processes around the fiscal
transfer system and the elaboration of the MTFF are not very open to them. Thus, for instance
(to the knowledge of the author of this report), MOE and the education donors have not been,
and have not sought to be, associated with the substantial work carried out in the past two years
by the House of Federation on the formula to distribute the Regional subsidy. This work led to a
significant revision of the principles underpinning the formula and notably, made it more

* Trends are difficult to establish. The PER 2004 notes that in 2001/02 per primary pupil spending

was 95 ETB but that this had probably increased afterwards, given sharp increases in pro-poor sector

budgets and in the fiscal transfers to Regions and woredas . The ischool fee abo
(World Bank and Unicef 2009) shows a relatively small decline (from 239 to 200 ETB) between

1994/95 and 2004/05, for primary and secondary education 1 but this is in current prices. The House

of Feder at i onHOF 2009 khowslan avierage of (183 ETB of recurrent spending per

primary pupil for the EFY 2003/04-2006/07, but a very surprising 568 ETB of capital spending which

casts doubt on the data used; and it is not entirely clear that this takes inflation into account. On the

whole, per student recurrent spending has certainly not risen significantly, from a low level by

international standards.

4 Lister (in Lister 1998) found that PFM systems were not sophisticated, but nonetheless quite
effective
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responsive to sector needs, albeit without inputs from sector stakeholders in the discussion of the
factors that would be most appropriate to capture these needs.*®

3.40 Financial reporting is often late because of (i) weak local capacities; and (i) the
multiplicity of implementing agencies, making report compilation a logistically complex thus
protracted process (notably, the collecting and compilation of woreda reports at Regional level).
But the 2007 Public Expenditure and Financial Accountability (PEFA) report found improvements
even in this "historically problematic" area, although this was closely mirroring the pattern of the
roll-out of the government computerised accounting system and delays remained very significant
in areas not yet reached by this. Budget execution is usually good for funds used through
Channel 1 (such as DBS/PBS). However, there is abundant evidence from several sectors that
budget execution is more problematic, even with funds flowing through the regular treasury
channel, when disbursements are linked to tight reporting requirements such as those associated
with most existing SPGs. In education there are precedents with the WB ESDP | project i which
proceeded very slowly due to reporting difficulties; and the TDP 1 which faced similar issues
except that financing donors were usually less stringent and funds continued to flow even when
reporting was late.

3.41 Financial and physical reporting are disconnected, and it has proven difficult to address
this. Finance and Economic Development agencies at all levels are supposed to be involved in
the education sector review process but this engagement has usually been quite weak, and the
Joint Review Missions (JRMs) and Annual Review Meetings (ARMs) which form the backbone of
the sector review process have not been effective in addressing education financing issues. The
JBAR initiated under DBS and pursued with PBS has been doing analytical work on education
budgeting but to date, the DBS/PBS and sector processes have been only weakly linked. This
may be better addressed with PBS 2, which provides for greater engagement with sector
dialogues (see below).

Aid modalities in the education sector

3.42 As shown in Box 3.1 above the ESDP | and the processes to prepare it laid the
foundations for what was an early SWAp, in 1997/98. Aid delivery modalities (the channels
briefly discussed above and in Annex B) were identified and discussed in terms of their
comparative advantages and disadvantages as part of these early processes* (the terminology
was then more widely adopted, e.g. in the WB PER 2000, and is still now the most widely known
way of categorising aid instruments in Ethiopia). In spite of this, the development of aid
instruments in the sector remained a challenge throughout the period i which both contributed to
the slow increase in aid to the sector until 2003/04, and was driven by the reluctance of donors to
engage more fully for the political reasons mentioned above. Factors at play are both internal
and external to the sector.

3.43  Within the sector, education donors took a long time (counted from the outset of ESDP )
before moving toward harmonised instruments. Until the TDP (for which six donors established a
pooled fund in 2003) education aid was all through bilateral projects®’ i reasonably aligned with

% The House of Federation, representing the Regions of Ethiopia, is the organ mandated to propose
the regional subsidy allocation formula to Parliament. It had left the task to MOFED in previous years.
With the progressive strengthening of its capacity the House felt able to undertake to claim the task
back. A first iteration led to a revised formula, the first step of which was applied for the budget of EFY
2008/09. A second iteration led to some adjustments of the formula, the second step of which is
applied for the budget of EFY 2009/10 under preparation (see HOF 2009). The PAD for GEQIP
(World Bank 2008c) refers to the 2008/09 formula, but it is not known whether MOE and/or education
donors have been aware of the further adjustments made since.

“*The fchannelso terminol ogy c¢ amdoneifonthejoina ESOP/HSDR m

preparation process (Lister 1998).

a

“Unicef ds progr ammes are supported by bil ater al

harmonising except that often donors funding Unicef also have other direct bilateral activities.
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ESDPs in terms of policy content but weakly aligned in terms of implementation systems. Even
the systems agreed upon for the WB ESDP | project, a brave attempt at striking a compromise
between using Government systems but not the whole of them, turned out to be cumbersome to
implement,*® resulting in low execution rates.

3.44 Thus far GBS/PBS has failed to engage with education sector stakeholders and
conversely, education sector stakeholders have not seemed to be particularly interested in
engaging. This state of affairs results from a combination of factors. On the one hand, MOE and
education donors seem to have tacitly agreed to focus on familiar territory rather than venturing
out and taking a genuinely holistic view of education financing. (Similar reasons probably
underpin their lack of involvement with the work on the regional subsidy formula, noted above.)
On the other hand, as is recognised (implicitly) in the PAD for the second phase of the PBS, PBS
processes have not been particularly open to sector stakeholders (this statement applies on the
government side but also, in donor agencies, where sector and economist/generalist advisers do
not always communicate as well as would be desirable).

3.45 Box 3.2 below outlines the role and importance of DBS and PBS in education but also
t he mi smatch with sect o.rArgsablya thig rmismiatchasrcenpoupdedrbyg
weaknesses in the overall policy and aid dialogue, notably the lack of a space where issues of
aid effectiveness in education (and other sectors) would be addressed in a broader, cross-
sectoral manner, and which would not be an instrument-linked space (like the DBS/ PBS JBAR
and JRIS).

3.46  Thus, when preparations started for GEQIP, the instruments used in the sector were a
combination of: (i) projects (Channels 2 & 3); (ii) the TDP pooled fund (Channel 1B); and (iii)
DBS/PBS (Channel 1), though the latter was weakly owned by sector stakeholders. The
discussion about the merits and demerits of education SBS and variably broad or narrow
education SPGs (like TDP) had not had time to unfold fully in the sector. Moreover, the debate
had been displaced from the sector to the broader macro dialogue, and somewhat obscured by
the urgency of putting PBS in place. This urgency had, in turn, focused attention on the PBS as
an instrument and somewhat away from the policies that it is supposed to support. In this
context, it may not be surprising to find that it has been decided to adopt an SPG modality for
GEQIP (see Chapter 4 for more on this), even though the "Scaling-Up Aid for Education in
Ethiopia" report (Lister 2007) had highlighted the central role of PBS for education and made
Sliggestions to education stakeholders on how to work i with MOFED and others i on improving
it

3.47 As was noted above a second phase of PBS has been prepared simultaneously to
GEQIP. At the same time education donors such as United States Agency for International
development (USAID) and Unicef continue to channel their support to basic education through
their own modalities (using Channels 2 and 3). The US, for instance, has prepared a USD 33i 35
million “Improving the Quality of Primary Education Program” (IQPEP) for the 20097 2014 period
(substantially overlapping with the GEQIP period), which will be implemented as usual by an
agency contracted by the US Government (Channel 3). Thus, support to basic education
continues to use a mix of channels, even though the balance has tilted towards a greater volume
of aid being channelled through more harmonised modalities.

48 Separate planning, budgeting and reporting requirement (as funds were earmarked) prevented
integration within government mainstream planning, budgeting and reporting processes as was
intended; unrealistically tight reporting timeframes conditioning further disbursements, as explained
earlier, were also a severe hindrance.

* The health sector appears to have evolved in a significantly different direction. On the one hand,
most new aid flows (except PBS Component 1) have been more centralis
(through PBS Component 2 and now the MDG Performance Fund, both Channel 2 operations with
| arge feder al responsibilities). On the other
and MOFED officials may know more about health than ever before, due to the greater integration of
the health sector within the cross-sector PBS processes.
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Box 3.2 DBS and PBS in the education sector

The initiation of Direct Budget Support was important for education because: (i) it meant that a greater
volume of aid was being channelled to finance the recurrent costs of basic services through government
systems, supporting effectively the flows of un-earmarked funding to Regions and woredas and in this way
facilitating the expansion of basic education which was the main thrust of the ESDP; and (ii) these funds
were almost fully absorbed compared to severe under-spending on project funds.

Moreover, the move toward DBS prompted further thinking about "options for financing the ESDP" among
education donors. They agreed to explore, among others, the feasibility, relevance etc. of sector budget
support (SBS). The study report (Dom and Mussa 2005) challenged the relevance of SBS in the Ethiopian
context on the grounds that this would have required the development of a "basic education Specific
Purpose Grant" to channel donor funds to the decentralised levels, undercutting what are supposed to be
regional and woreda mandates. Instead they recommended the development of a cross-sectoral
decentralised budget support instrument to support basic services at woreda level, thus including basic
education.

Due to the post-2005 election developments this work was not taken forward in the sector. Outside of the
sector, DBS was suspended i as explained in Box 2.1 above. But the "education financing options" work
provided a basis for donors to rapidly design and launch PBS. However the process, led by
economists/generalists in donor agencies and Ministry of Finance and Economic Development (MOFED) in
government, left little room for engagement by the education (and other sector) stakeholders (partly due to
the urgency of launching PBS) i and there also was little appetite on the side of the education
stakeholders.

As shown in Annex E, today PBS is the main channel for aid to education, and in particular, basic
education: it provided 50% to 70% of the total aid to education in the 2006/08 period, and 40% to 65% of
the total aid to basic education in the same years i and it is set to continue to provide support to similar
levels in terms of volumes (see Box 2.1 above). PBS is also a credible mechanism to ensure the
additionality that education donors have traditionally been worried about, and it attempts to strengthen Civil
Society Organisations (C S O prdle which they should also welcome.

However, PBS is not perceived as education aid by MOE officials, just in the same way as DBS was not
counted as education aid by them. In that sense, the financing projections prepared for GEQIP are a first
move: they include DBS/PBS contribution to the education sector as education aid. Moreover, MOE and
GEQIP donors also insist that they see GEQIP and PBS as closely complementary. Yet, and as an
example of the type of issues that remain weakly addressed, at this stage neither GEQIP nor PBS explicitly
addresses the issue of the increased teacher wage bill that is going to arise from the new policy related to
teachersd mini mum professional qualifications; a
going to have to confront.

3.48 The main mechanism supposed to strengthen aid predictability and accountability in the
education sector is the Joint Review Mission/Annual Review Meeting (JRM/ARM) process but
this, partly because of weak links with the government budgeting process, was also not very
strong in this respect. Bilateral aid negotiation processes remain the prime means of resource
mobilisation. As noted above, successive calculations of the financing gap were made, but it is
unclear whether and how they were used by donor agencies and if they were used, it then is odd
that there have not been more formalised responses. A case in point is the preparation of the
ten-year education plan in 2006 (MOE 2006¢c and MOE 2006d): whilst this exercise was taken by
Ethiopian stakeholders to be a "demand from the UK", linked to potentially additional funding,
today they note that there has never been a clear response to the plan.

3.49 Regular attempts were made, sometimes by MOE, more often by a well-intentioned
education donor, to map donor support to the sector. The latest such mapping was carried out in
the course of the preparation of the financing fra
getting funding from the FTI CF (fall 2007). This process (and the data it generates) has never
been linked to any system of aid management which would be owned and managed by MOFED.
It is also not clear how effective this donor mapping tool has been as a means for resource
mobilisation. It is significant that nobody in the sector seems to have heard about the
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development of the Aid Management Platform that was supposed to be launched a couple of
years ago i but appears to have stalled.*

3.50 On the positive side, the tradition of appointing a lead donor and of donors trying to
harmonise their policy positions in the dialogue with MOE has been reasonably strong
throughout the period. Notably, the practice of reaching a common position among education
donors has been a regular feature in the sector, which has helped in terms of supporting
analytical work in a coordinated manner (including through an Education Pooled Fund, see
below), and in taking it forward. However, there were also quite strong limitations to donor
coordination. Indeed, while GEQIP has "federated" a number of donors in the sector this does
not include all key players. More generally, the preparation, appraisal, monitoring of projects and
programmes (GEQIP being one of them, albeit a very large one) continue to be discrete and
fairly separate exercises.”® Moreover, as noted above education donors did not help MOE to get
a firmer handle on sector financing issues; which may well reflect a lack of expertise on the side
of the education donors and/or insufficient access by education advisers to the expertise of their
macroeconomist colleagues.>

3E Education Data and Monitoring and Evaluation

3.51 The MOE developed an Education Management Information System (EMIS) early after
the inception of the ETP, with the support of UNESCO UIS. Statistical Abstracts have been
produced annually and their coverage and analytical depth have gradually improved.>® The
system has been regularly upgraded, and efforts have been made to build EMIS capacity (in
terms of data collection and analysis) at sub-national levels. The larger Regions produce their
own statistical abstracts. However, weaknesses remain. There is a lack of robust data quality
assurance mechanisms; analytical capacities remain weak at regional and especially at woreda
level, with staff unevenly trained; education data collected at these levels are not systematically
used in management and planning; monitoring and evaluation (M&E) skills are limited, and links
between regional and federal M&E systems are weak; IT infrastructure and connectivity is
limited. As in many countries official statistics are also likely to be less reliable (in relation to both
population and school enrolment) with regard to specific groups (usually the hard-to-reach
groups which are also hard-to-count), and this in Ethiopia includes quite large groups such as the
pastoralist population.>*

3.52  sitill, the EMIS has always been a critical input in the sector M&E system. In addition to
the Annual Abstract, over the last few years when funds allow MOE also produces a leaflet with
basic data for wider circulation. Much of the data are gender disaggregated. Breakdowns by
Region are also shown in the federal Abstract for most of the indicators.

3.53 MOE has also developed (with USAID support) a National Learning Assessment (NLA)
which has now been run three times (2000, 2004 and 2007, for Gr4 and Gr8). The results of the
NLA and their analysis (of determinants of educational achievements) have represented a major

* The DAG website provides some information about intentions, but undated and with no mention of
progress. See
http://www.dagethiopia.org/Pages/DagCommon.aspx?MenuCaption=0DA%20t0%20Ethiopia

%L A case in point is the weak links that existed between the processes of preparation for GEQIP and
IQPEP.

2 There have been attempts at closer involvement of economists in sector dialogues and, vice-versa,
efforts to engage sector specialists in cross-sectoral dialogues. However, the former has been limited
to a few agencies (DFID notably, where it worked well for a number of years), whilst the latter has had
relatively little success (e.g. reportedly, there was only one education donor at the PBS JBAR session
at which education financing issues were discussed in 2007). Again, the lack of a  fi 4instrament-l e
dialogue is an obstacle to institutionalising such links, on both Government and donor sides.

% E.g. better coverage of private sector provision; more analyses of raw data into indicators such as
country level and regional completion rates etc.

** See for instance, an analysis of these issues (for Ethiopia) in Sibeshi et al 2002
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input in the design of GEQIP (an example of the fact that key outcomes of M&E processes are
being used for decision-making i albeit, as discussed above (see 3.8 above), the analysis of
the relevant data may have been insufficiently balanced).

3.54 The M&E system for the sector rests on (i) the regular reporting system of the
government, through which agencies are supposed to prepare quarterly performance reports that
feed into both horizontal and vertical M&E and accountability processes (e.g. the quarterly
reports of the WEO are sent to the REB, and to the woreda administration for compilation of a
report to the woreda Council); and (ii) the annual ESDP review process, which is informed by the
regular government reporting process and other inputs (through EMIS, NLAs etc.). The
JRMs/ARMs assess progress in implementing the ESDPs through (until recently) a combination
of "reality check" through the JRM field visits, and monitoring of a set of core sector performance
indicators.

3.55 It was decided recently (2008/09) to change the JRM/ARM process. JRMs are now much

"leaner" (shorter, no longer calling on external consultants, and in terms of focus 1 based on the
assessment that proper policy development work usually requires more focused and deeper

studies than what a JRM could do). The main reason behind this change is said to be a concern

for effectiveness and efficiency: "these (JRM) were huge exercises, with not much to show for it".

|t is also acknowledged that the second half of
preparation that it would have been unfeasible to organise a JRM in the usual way.

3.56 While the JRM/ARM process is well established, to this date it has failed to replace/
subsume the discrete and separate review processes carried out for donor projects and
programmes in the sector. These separate processes seem poised to persist for initiatives like
the USAID-financed IQPEP (mentioned above) and the Unicef programme. In contrast, the
intention is that GEQIP monitoring and review processes should be fully integrated with those of
the ESDP, but only time will tell how this is going to be done in practice.

3.57 The set of core indicators has also evolved over time, reflecting greater attention to more
sophisticated indicators of progress under the influence of local education donors and of broader
processes such as the DBS/PBS review/dialogue. Thus, for instance, the ESDP Il set of
indicators includes disaggregated NER and GER for each cycle of primary education and
completion rates at Gr5 and Gr8 i this follows the emphasis on NER and completion rates under
the DBS process in the 2003/041 2004/05 period.

3.58 JRMs/ARMs are supposed to be linked to the national planning and budgeting process
though as noted above this has not been strong. At the federal level the sector M&E also feeds
into the broader M&E system and process for the Government overall development strategy.
This is reasonably transparent (e.g. PASDEP and ESDP lll indicators and targets are identical,
and PASDEP Annual Progress Reports reflect results communicated by MOE based on the
sector M&E) 7 though as noted above the GOE-donor dialogue processes around the PASDEP
are not very strong. Links have also been built with cross-sectoral M&E processes around DBS
and now PBS, through the use of agreed education indicators and targets in DBS/PBS policy
matrices/result frameworks. As just explained these cross-sectoral processes have been
influential in improving the set of education indicators, but they have only recently started looking
at issues of sector M&E processes. It is less well known to what extent and how sector and
broader M&E systems are linked at Regional and woreda levels. There is evidence that
education is a regular topic on the agenda of regional and woreda Council meetings but there is
no systematic documentation on this i apart from minutes of those meetings, found locally.

3F Capacity in the Education Sector

3.59 Capacity has been a vexed issue throughout the lifetime of the successive ESDPs. At the
same time, the Ethiopian administration is known for the fact that it has never broken down, in
the midst of fairly dramatic events such as the collapse of the Derg in 1991. The establishment of
autonomous Regions with wide responsibilities across a number of sectors (in 1994/95) was a
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first challenge, following on from a highly centralised system. As explained above, in the
education sector the development of the ESDP | was an exemplary process which clearly
contributed to build a quantum of education management capacity at the regional level. Since
then, Regions have developed stronger management capacity (thanks in part to the multi-donor
Public Sector Capacity Building Programme (PSCAP), but also, it has become more possible for
Regions to recruit better qualified personnel, from among the larger cohorts of tertiary
graduates). However, this is very uneven, with much stronger capacity in place in the four large
Regions and a gap between them and the others. This is not specific to the education sector and
there have been special attempts to address capacity issues in the "emerging Regions”, led by
the Ministry of Federal Affairs. The results of these actions are not clearly visible, at least from an
education standpoint.

3.60 Woreda-level decentralisation in 2002/03 could have been a more dramatic shock to the
system. It was not, thanks to the fact that woredas were already used to managing services, and
to the quite tight policy frameworks which continued to prevail in most sectors (including
education). To date, decentralisation has not fulfilled all the expectations that had been raised by
the policy, including of greater responsiveness to local conditions etc. (see Dom and Mussa
2006a and Dom and Mussa 2006b); but recent analyses highlight that it has been instrumental in
facilitating the expansion of basic services (World Bank 2008b and World Bank 2009b). Like for
the Regions, woreda capacities have become stronger over time although this has remained
more of a challenge. The sheer number of woredas (718 in 2007/08) means a massive
requirement in terms of qualified personnel. The level of capacity varies more extremely among
woredas than among Regions. At both levels staff turnover has been an enduring issue. Woreda
structures and establishments are decided centrally, and there have been criticisms that this
does not allow considering each w o r e dspedfiities. Moreover, in the majority of the woredas
these structures are not fully staffed.

3.61 As the analysis above shows, many of the main capacity issues are cross-sectoral, and
many have to do with civil service management. A Civil Service Reform programme (CSRP) and
a broad Public Sector Capacity Building Programme (PSCAP) have been under way for many
years and have registered some successes,> but less so in terms of improved service delivery.
Recently the government has undertaken Business Process Reengineering (BPR) processes
aimed to introduce radically new, client-oriented ways of working in government agencies. It is
not finalised in the education sector. The successive reforms have created considerable
uncertainty among education personnel at all levels. As for the BPR, judging by the experience of
sectors in which it has been completed, there is a legitimate concern that it could further deplete
management structures (already stretched to their limits) without a sufficiently deep analysis of
the capacity bottlenecks and how to address them.

3.62 There has never been a comprehensive national strategy to address capacity constraints
in the education sector. Arising from frustration with the slow progress of PSCAP and a
perception that even with greater performance PSCAP would need to be complemented by
sector-specific capacity development, a study was undertaken and led to a proposal for a 5-year
strategy for capacity development (CD) in the education sector, in November 2006. This has not
been taken forward. The joint MOE-donor CD Task Force that had been established before the
study is still in existence but not functional.

3.63 There has been a probably large volume of capacity development activities at
implementation levels (downstream) (e.g. education management and planning training
programmes for WEOSs etc.) but, to the knowledge of the author of this report, no consolidated
monitoring or even just consolidated recording of these. At upstream levels there is now an
Education Pooled Fund which pools the funds of several donors to support analytical and
strategic development work (studies etc.) and to finance processes such as the JRMs/ARMs in a

* E.g. most government agencies have now medium term strategic organisational plans; the PFM
component of the CSRP has also been a successful example of reform process.
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more harmonised manner. Bilateral inputs for studies etc. continue to be provided too. The
regular MOE-donor dialogue appears to be relatively effective in ensuring that these inputs are
coordinated, and their results relatively well disseminated.

364 I n view of the above there is a question in r
fair to say that these targets have not been fixed so that they would be commensurate to the

"capacity in place". This, again, is not specific to the education sector. It must also be noted that

in the course of the past decade a number of ESDP access targets have been exceeded. Two

more points are noteworthy. First, the fact that progress with quality has remained more elusive

has much to do with the fact that this genuinely complex issue has critical dimensions on the

demand side too - as is the case with regard to access by vulnerable groups, for which there also

has been slower progress. Factors such as home environment are determinant (as was found in

the NLA studies, e.g. NOE 2004a) and improving this for all children is not related to
management capacity in the sector, but to much broader societal trends.

3.65 Second, the question of the match or mismatch between targets and capacity is often
couched in terms of absorptive capacity. Yet, this is often an abused term: funding modalities are
variably easy- or hard-to-absorb, as described in §3.40 and 3.43 above. And the choice of one
or another modality is therefore crucial in determining whether the capacity in place will be
adequate or not to handle funds.
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4  Overview of the FTl in Ethiopia

4A The FTI Process

4.1 The FTI partnership and the concepts and principles it uses have been shifting over time.
Not abl y, tdstinatipnostwerneapplication to join the FTI and FTI endorsement on the
one hand, and application for and approval of FTI CF funding on the other hand, was not that
clear in the initial stages.>® Judging by the Ethiopian experience these shifts appear to not have
been well communicated to all partner countries and local donor groups, with obvious
implications. For instance, Ethiopian stakeholders recall that the concepts of quick wins, then the
focus (financially at least) on "donor orphan countries”, then the shift to an expanded CF, were all
belatedly explained.”” Lack of clarity and/or of timeliness in communication seems to have been
a major factor in the chain of misunderstandings between Ethiopian stakeholders (including both
Government and the local donors) and the FTI partnership, which characterised the FTI process
in Ethiopia until recently. This is outlined in Box 4.1 below (also see Annex A: Timeline for further
details).

4.2 The change in the criteria for access to CF funding is clearly a major factor which led to

the FTI "come-back" in 2007. However, there had been a number of changes at country level

t oo, which probably facilitated a new departure i
MOE had a new Minister, who had fewer reasons to have mixed feelings about past episodes.
Getting FTI CF funding would raise the Ministryo
Government 6 s ¢ o mew edunaiontqualityopagenda & which as noted above, had

become a politically important issue. There also had been important changes in the way in which

donors in general and the WB in particular was engaging with the sector. In 2002/03 the WB

was seeking to bring its ESDP | project to an end (after long delays linked to difficulties in the

mixed system implementation modality which had been chosen) and was thinking about a post-

secondary project, whereas DBS was planned to become the main aid channel to support basic

education. In 2007/08, PBS had successfully succeeded DBS, but had failed to reach out and

was not trusted by most sector stakeholders, including within the WB; in addition to which the
post-secondary project of the WB was experiencing major difficulties which led to its early

termination.

®“After all, the AFinal Country Level Process Guided h
The idea behind the fAquick wind concept was to show
fisel ect odifficult,countrtedioal t hough it was not entirely <clear
Et hi opiads federal structure should perhaps have bee
focusing the FTI on fAdonor orphan teawntomni evd d hwa sh,e dto

wind concept
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Box 4.1 The FTIl process for Ethiopia: A two-episode story

First episode: Ethiopia was among the first countries invited to join the FTI in 2002. Contemporary FTI
reports all mention financial support as part of what Ethiopia was eligible for (see Annex A).

Ethiopia developed an EFA FTI proposal, which was a "cut and paste” of the basic education section of its
ESDP I, emphasising a financing gap (see Table E13 in Annex E). However the proposal, sent in October
2002, was not considered (although local donors had expressed support for it) as in the meantime, the
partnership explained that the first step was for Ethiopia to get its sector plan endorsed by local donors,
and that there were concerns with some financial aspects of the plan (February 2003); less directly Ethiopia
was told that countries with less local donor support were likely to get priority in terms of funding.

After a long breakdown in official communication (while in the meantime, MOE and local donors were
implementing the locally endorsed ESDP 1) MO E 6 Ministér wass invited to the FTI partnership
meeting of November 2004 in Brasilia.®abhgaith@ountr
explanation that Ethiopia did not qualify for CF funding as it was not a donor orphan (Nov/Dec 2004).

Another quiet period followed this disillusion, during which momentous events with key implications in
terms of "local aid" for education took place in Ethiopia, as noted earlier. During this period local donors
communicated their endorsement of the ESDP Il to the FTI Secretariat (in December 2005), noting
concerns but that discussions would continue, in the context of the well-established dialogue between MOE
and its partners.

Transition: Et hi opi a6s candi dacy to the FTI Steering Co
(May 2007) was the next step in the FTI-Ethiopia relationship.

In November 2006 the FTI partnership decided to relax the "donor orphan” clause for access to CF funding.
It is not clear how this was communicated to partner countries. However, as Ethiopia joined the FTI
Steering Committee it certainly became aware of this change.

Second episode: Ethiopia then presented a submission for funding from the CF, proposing that it would
co-finance the General Education Quality Improvement Programme which MOE was in the process of
developing with its local donors. There were discussions in country about the magnitude of the financing
gap which it would be reasonable to submit, and local donors convinced MOE to "halve the gap" on
account of limits in absorptive capacity.

With this "half gap" (of USD 168 million), Ethiopia finally got an allocation of USD 70 million, decided at the
CF Committee meeting of December 2007. The FTI partnership explained that this was taking into account
an expected catalytic effect of the approval on local donor commitments (the "scaled down formula”, first
used at the Dakar meeting). This was not accepted by Ethiopian officials (who believe that "the formula was
applied only for Ethiopia"). They argued that the (half) gap that they had shown already took account of
local donors6 commitments, harnessed during GEQIP

As a result of this exchange of views, the minutes of the CF meeting explain that Ethiopia can request a
second grant of USD 98 million any time within three years, provided that it can demonstrate progress in
implementing the first grant and clarify a number of issues about: (i) the modality used for the CF funding;
(i) absorptive capacity, and; (iii) a "more coherent evaluation of program costs in line with projected results
and targets". However, this second grant has an unclear status, reflected in different interpretations of the
CF Committeeds decision. For MOE this is an ent.i
out above. In contrast, in June 2009 the lead donor was not clear about the process that would need to be
followed to get the second grant (namely, whether Ethiopia would have to go through the new FTI appraisal
process and "for what").

Official notification of the allocation of a Grant of USD 70 million followed in March 2008; the Grant
Agreement was signed in November 2008; GEQIP was launched in March 2009, and became effective on
11" June 2009. Preparations are now under way to request support from the EPDF to address the issues
noted above in relation to access to the second Grant.

® The FTI Secretariat explains the delay by the lack of an official notification of the earlier local
endorsement of the ESDP Il. Local donors argue that this had been sent, together with a list of
signatures, but lost by the Secretariat.
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4B Overview of FTI Inputs

4.3 On the Ethiopian side the FTI partnership has always been seen as primarily a means of
mobilising additional resources, critically needed, for plans that had been considered as credible
by the local donors well before the FTI asked the question (see Box 3.1 above, on ESDP | as an
FTI prototype), in a context in which government resources allocated to education could hardly
increase much further and in which donor resources mobilised locally had increased but there
had been clear limits to this.>® In the first episode of the FTI-Ethiopia relationship it emerged
(gradually and not very clearly for a long time) that Ethiopia could be endorsed but was not
eligible for Catalytic Fund (CF) funding. This created a climate of misunderstanding and
disillusion which has, in a sense, been intrinsically part of the FTI inputs; in turn, this may help
explain the fact that in Ethiopia the FTI did not find a space to exert a specific influence in terms
of policy/planning, data and capacity.

4.4 Indeed, interviews and correspondence show that the idea that the FTI would help to fill
policy/planning, capacity and data gaps was never part of the thinking on the Ethiopian side, and
still is not. The process of preparing the GEQIP has seen intensive dialogue and analytical work
in relation to policy/planning, data, capacity and aid effectiveness. But the FTI had no specific
role in this. On the contrary, the FTI has been described as a "continuous headache" for local
partners as they had to "try to figure out what the FTI partnership wanted and where they were
coming from".

4.5 In brief, to date FTI inputs have consisted of:

A Long awaited funding, below expectations (that had already been scaled down) in
terms of "secured" funding volume and with an uncertain status and timeframe for
further funding (thus, altogether a rather poorly predictable source of support) i
which will be used through the SPG modality adopted for GEQIP: more on this in the
next section.

A Some inputs from the EPDF which, continuing what had been practised with the
Norwegian Education Trust Fund (NETF), provided support in terms of analytical
work/policy development and policy capacity development (the latter, through
regional inputs). While some of the earlier support from the NETF was influential,®
this is less clearly the case for the EPDF support. First, the EPDF country-specific
support has been "invisible" (even the lead donor was not aware of it). Second, it
seems to have been used for work in policy areas not particularly central to the
government-donor dialogue (see Annex F).** EPDF support is now being sought to
prepare Ethiopiads applGrantadnd ihis is mare strondlye s ec on
embedded in processes of joint donor support to GEQIP.

% As explained earlier (Box 3.1 and 13.4) local education donors had not delivered on their promise to

fund ESDP I. Later increases in education aid were very much linked to (i) a general increase in aid to

Et hi opi a; and (ii) a shift to modalities that chann
education (DBS then PBS).

® NETF work on gender is said to have contributed to gender mainstreaming in the ESDPs, though

attribution must be shared with non-NETF inputs. The NETF also supported the preparation of the

2005 Education Country Sector Report (WB 2005). Other workstreams had little impact (e.g. early

NETF work on ECD).

> The EPDF activities focused on health and nutrition, and disability. These issues are central to FTI

concerns about UPC (poor nutrition keeps children away from school or prevents better learning;

disabled children face difficulties in accessing schools). But they were not central to the discussion

between MOE and local education donors in the process of preparing GEQIPT7 whi ch was @At he sh
in towno with regard to sector policy dialogue.

FTI_DS_Ethiopia-Feb2010b.doc 29



FTI Mid-Term Evaluation i Ethiopia Desk Study

4.6 The FTI had no catalytic effect, and it is uncertain whether it might have such an effect in
the future. As noted earlier, the increase in aid to education in the period 20027 2007 was linked
to the emergence of new aid modalities (TDP, DBS and PBS), not to the FTI process.®® A new
education donor (Belgium) came in with the TDP, and this was contemporary to the first FTI
episode and endorsement of the ESDP Il. However, it was not linked to the FTI but to donor
agency internal reasons, and Belgium has since then withdrawn, for similar reasons.

4C The General Education Quality Improvement Programme

4.7 The FTI CF funding will co-finance an eight-year plan for enhancing the quality of general
(primary and secondary) education, the GEQIP, alongside financing from the Government
(federal and regional levels), funding from the WB through a planned series of two Adaptable
Program Loan (APL) operations of four years each, and financing from the UK, Netherlands,
Finland and Italy. Sweden was scheduled to participate but has recently announced that it would
not, owing to its response to the CSO law issue (see above). The CF funds will support the first
phase of GEQIP, focusing on "setting standards and foundations for quality improvement
reforms” (GEQIP PAD, World Bank 2008c). The financing plan for the first phase foresees the
successful mobilisation of the second CF Grant T not yet approved as explained in Box 4.1
above. The financing plan for the second phase, focusing on "expansion and consolidation of
quality improvement reforms”, is less detailed. Further work on financing issues is planned to be
undertaken during the first phase.

4.8  As suggested by the series of documents issued by MOE since mid-2006°® (also see
Annex A), the GEQIP emerged from a genuinely Government-initiated policy response to a
shared concern about the deteriorating quality of education, which was seen to have implications
in relation to UPC in terms of (i) continued low completion rates; (i) low educational
achievements; and (iii) disincentives for families thus jeopardising attendance/ enrolment. The
Teacher Development Programme was due to come to an end soon, and while ideas initially
revolved around a TDP 2,°* MOE insisted that there was a need for something more
comprehensive. Thus, GEQIP is a "child of TDP", but it has outgrown it. As noted above it also is
a political response to the oppositionds mobilisa
theme ofthegover nment 6s failure with regard to educatio

4.9 The policy and strategic content of GEQIP was then enriched by the dialogue with DPs
and in particular, significant inputs from the WB 71 although the WB involvement and the
requirements arising from its procedures are also said to be the main reason for the much longer
than anticipated period of preparation and the main reason for the programme not to have
started yet. It matters that whereas donors were influential in the detailed design, the main thrust
of the programme has not changed and is strongly owned by the government. However, in the
course of the preparation process it also became clear that the level of ownership of the details
varies (e.g. the extent to which MOE is genuinely convinced by the policy of privatising textbook
production remains to be seen).

2 There is an argument that this increase might be counted as FTI financing in that it is consistent
with the principle of using the local donor track first. However, as, in the case of Ethiopia, it cannot be
attributed to the presence or engagement of the FTI with the country, the point remains of the
absence of a catalytic effect.

 E.g. the various 2006 blueprints for TDP, School Improvement etc.; GEQIP Concept Note May
2007.

® In particular, the Netherlands and the UK had undertaken to explore what needed to be done to

enhance the relevance and effectiveness of a second phase, based on the lessons learned from the
TDP 1. Opinions as to the success of TDP 1 were, and still are, mixed.
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4.10 As a donor-supported programme® GEQIP focuses on:

A Curriculum, Textbooks and Assessment: Focusing on implementing a new school
curriculum (largely completed to date); providing new textbooks and teacher guides
from Grade 1 to 12; and aligning the assessment and examination system with the
new curriculum (including support to expand the NLA to Grades 10 and 12) as well
as reforming the inspection system.

A Teacher Development Programme: Focusing on quality improvement in pre- and in-
service teacher training programmes, includin

A School Improvement Programme: Supporting the "school improvement plan” process
initiated by MOE in 2006, adding the provision of block grants to schools, thus
operationalising the policy of the 2002 MOE "Blue Book" which woredas had not
been able to implement due to the budget constraints analysed in Chapter 3.

A Management and Administration: Focusing on strengthening planning, management
and monitoring capacity at all levels and including an EMIS sub-component®® and a
sub-component related to school level planning.

A Monitoring and Evaluation (of GEQIP), which aims to be integrated within the broader
ESDP M&E process thereby strengthening it.

4.11 It is noteworthy that GEQIP focuses on the whole general education sub-sector that is:
primary, junior secondary and senior secondary or preparatory (Grades 1 to 12).

4D FTI Inputs through GEQIP

4.12 Through the CF funding for GEQIP FTI will therefore, in the future, provide inputs in
terms of sector data and M&E, planning, and generally sector management capacity.

4.13 In relation to policy, in so far as the FTI CF funds are going to be used to support the
specific set of quality-enhancement strategies outlined above, the discussion in section 3B is
relevant here. That is, the GEQIP design tends to reflect a dichotomic perspective on access on
the one side and quality on the other; this, in turn, raises associated risks of (i) not sufficiently
engaging with other key determinants for quality not included in the GEQIP mix; and (ii)
overlooking critical equity issues (even if inadvertently).

4.14 Reaching UPC requires the implementation of a well-rounded "quality with access and
equity” strategy in which it is clearly shown how all available resources are leveraged to this
effect. The GEQIP design stops short of this. It argues that PBS and other funding sources will
be mobilised to provide complementary inputs which it does not cover; but it does not spell out
how this will happen. There is no indication of whether other resources are indeed
commensurate to, in particular, ensure (i) further recruitment and deployment of the (costlier)
teachers that GEQIP will have helped to train better;®’ (i) further expansion of physical access,
including (iii) particular attention to inclusion measures targeting hitherto hard-to-reach

% The initial GEQIP of the Ministry included additional components on Information Technology
(including plans for IT hardware in schools) and on Ethics and Civic Education, which donors did not
want to fund.

® This includes (i) capacity development for policy analysis and planning; (ii) renewal, renovation,
repair and on-going maintenance of IT infrastructure at federal, regional and woreda levels, and; (iii)
support to initiatives to make data more available.

” As noted in Box 3.2 above, the teacher wage bill is going to be further inflated owing to the new

policy related t o t esiowah qualificationsnilt nis not olear pthato thee fiscal
implications of the policy, which GEQIP supports, have been fully discussed with those who budget
for teachersd wages. Yet , it is evident that the pol
tur n  wi || provide further justification to the argume

budget for anything else than for teachers6 sal ari es.
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areas/groups.® There are stakeholders stressing that "a key equity issue that is neglected in the
education strategy and plans is the lack of planning and resourcing for simply expanding physical
access through infrastructure, particularly in poorer areas.” Further work on the sector plan
costing (and of GEQIP as part of this) is scheduled to take place in the course of the first phase
of GEQIP (with EPDF support, currently being sought as noted above). This is an indispensable
step to show how these issues might be addressed.

4.15 There are also concerns about specific components of the GEQIP. In particular, there are
stakeholders who remain sceptical that the TDP and textbook strategies and targets represent
the bestuse ofr e s our c e s iresoufEd-coristmipad aofitext. For them, GEQIP sets out
"Rolls-Royce strategies”, designed in this way because "fundamentally GOE does not see it
(GEQIP) as their money" and "when it is donor grant project money there is little scrutiny or
discipline." While this evidently is not the opinion of the MOE and of GEQIP donors these are
legitimate concerns which cannot be dismissed out of hand.

4.16 It is worthy of note that the FTI Indicative Framework does not seem to have been a
policy reference in the course of the second episode of Ethiopiab s e n g a with rthe &TI
partnership.?® It is not referred to explicitly in any of the documentation related to GEQIP,
consulted for this study. The GEQIP result framework goes beyond the ESDP Il set of core
indicators, albeit in aspects that do not expand the number of FTI IF indicators "covered" in the
Ethiopian context. The influence of the IF seems to have been indirect, at best.

4.17 In relation to financing, the costs of the different components of GEQIP are shown in
Table 4.1 below, for a five year period which bridges the first and second phase of the
programme. Table 4.2 (overleaf) shows the detailed financing framework.

Table 4.1 GEQIP components and costs (USDm)i Phase 1

Program Cost By Component 200809 2009/10 2010711 2011/12 2012/13 Total

| Curnculum, Textbooks & Assessment 73 76.2 37.6 256 146.7

2 Teacher Development Program 10.4 257 26.1 0.0 62.2

3 School Improvement Program 30.9 5.6 403 4.7 151.7

4 Management & Administration Program 1.6 94 104 0.0 214

5 Program Coordination, M & E 1.7 37 28 1.2 1.0 104

Sub-Total 519 150.6 1174 1.5 L0 3024

Price/Physical Contingency 33 6.6 0.0 0.0 15.0 249

Grand Total 552 157.2 1174 715 16.0 4173

Note: Price and physical contingencies are preliminary estimates and minimum since most expenditures are for the procurement of textbooks and expected to take place
during the first two years of the Project. Adjustments will be made on the provision of textbooks and other teaching materials depending on the availability of the second
CF Grant.

Source: World Bank 2008c

4.18 In total, the CF funding (USD 168m, FTI 1 plus FTI 2 in Table 4.2) represents half of the
external contributions for the first phase and 36% of the external contributions for the two
phases, and would finance 40% of the total costs of the first phase (including Government
contribution) and 25% of the total costs for the two phases (as Government contribution is
proportionally larger in the second phase).”” The contribution of the first grant only (the only

% As noted in 3.2, the PBS Il design includes an intention of focusing on equity/inclusion issues but
without clear indication of how this might be resourced.

% In the course of the first episode the FTI Secretariat raised the issue that Ethiopia did not comply
with the IF benchmark related to the teacher salary/GDP per capita ratio. This seems to have rapidly
dropped off the agenda, which arguably is a good thing considering the limited relevance of this
indicator in a country like Ethiopia where the GDP/capita is one of the lowest in the world. The
Ethiopian case also shows that this indicator is not capable of capturing what may be the most critical
aspects with regard to cost-effective use of the teaching force, such as the issue of teacher
deployment. The issue of teacher deployment was later on addressed in Ethiopia, though again this
was nothing to do with the FTI process.

" The costing of the second phase is likely to change though, as noted above.
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funding approved by the CF Committee to date) is of course significantly lower. In order to deal
with the uncertainty weighing on the second grant, it has been agreed that if the grant is not
approved, the textbook component will be scaled down.™

4.19 This "two-stage design" of the FTI CF allocation does nothing to raise the predictability of
aid in the sector/for GEQIP. It also made planning for GEQIP less sound than might have been
the case otherwise. More generally, there is a perception (among a number of local education
donors) that the FTI approach (of emphasising a financial gap) has been an unhelpful input in
relation to sector planning as it has tended to exacerbate a pre-existing trend of overly ambitious
(needs-based) planning. Arguably, the manner in which the approach has been implemented in
the Ethiopian FTI process (lack of clarity in communication, ex-ante "gap adjustment” etc.) has
not helped.

" Note that the plan includes the Swedish contribution which since then has been withdrawn.
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Table 4.2 Sources of financing for GEQIP 1% and 2" Phases (USD m)

PHASE 1 PHASE 2 PHASE | PHASE PROGRAM
2001 2002 2003 2004 2005 2005 2006 2007 2008 2009 | 2 TOTAL
200809  2009/10  2010/11  2011/12  20012/13 | 201213 201314 201415 2015/16 201417 | TOTAL | TOTAL

GEQIP Pooled Partners
IDA 2.0 394 7.0 0.6 1.0 20.0 20.0 20.0 15.0 5.0 50.0 80.0 130.0
FTICF 1 332 368 - - z - - = - - 700 - 700
FT1CF 2 37.0 45.1 159 - = - - = - 98.0 - 08.0
Finland - 48 438 - - - - - - - 0.6 - 96
Italy 10.2 5.1 5.1 - - - - - - 204 - 204
Nethesfands 37 6.9 79 79 - - - - - - 264 - 264
Sweden - 4.1 4.1 41 - 5.0 5.0 3.0 5.0 - 123 20.0 323
UK (DFID) 35 838 88 10.0 - 10.0 10.0 10.0 10.0 31.1 40.0 7I.1
Other - 15.0 15.0 - 15.0
Total Pooled Partners 526 1429 828 385 16.0 35.0 35.0 35.0 30.0 5.0 3328 140.0 4728
Federal Govt. 2.6 143 124 88 - 53 53 5.3 45 - 381 20.3 60.8
Contribution
Regional Gen. Ed. 222 242 - 26.0 28.1 30.3 328 - 464 1172 163.6
Non-Salary Recurrent
Total GEQIP Budget 552 157.2 1174 71.5 16.0 66.3 684 70.6 67.2 50 4173 2778 6972

{a) The Government of Ethiopia intends to apply for the FT1 CF Grant 2 in 2009; the indicated amount of US$98 miilion is notional. If the granat is not appraved, the textbook sub-comporent of the
anaaal work plans and procarement plans will be amended accordingly.

(b) Finland has committed €3.5m (converied at exchange rate on 10/15/08) for Years 2 and 3, sabject to MOFA approval in December 2008; no further commitments have been indicated. Finland
will confirm in early November 2008 whether they will join the MDTF.

(c) ltaly has committed €7.5m, €3.75m, €3.75m (converted at exchange rate on 1VI5/08) for Years 1, 2 and 3, respectively; no further commitments have been indicated, bat any further commitments
are subject to their Board approval.

(d) The Netheriands has committed €2.8m. €5 2m. €6.0m. €6.0m (coaverted at exchange rate on 10'15/08) for Years 14, respectively; no further commitments have been indicated.

(e) Sweden has committed 30m SEK for Years 2 and 3, subject 1o ity CAS approval; all subsegqaent commitmeals are tenlative.

() The UK has committed GBP 2m for Year | and GBP 5m for Years 2 and 3 (converied at exchange rate on 1VI5/08), subject to aanaal approval; all sebsequent commitments are leatative,

Source: World Bank 2008c
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4.20 ltis also revealing that the second element of the FTI approach to financing i that is, that
the CF will finance a "credible plan" T is rarely mentioned in Ethiopia. Presumably this is based
on the argument that the ESDPs have always been considered as "credible" by the local donors.
In reality local donors have adopted the pragmatic attitude of continuing to dialogue over broadly
credible plans while starting implementing them even though they were not convinced by some

of the plansd elements (this is very clearfy

the elements that were deemed to require further work when the ESDP Il was locally endorsed.
With its two-stage design for the FTI CF funding allocation, the FTI partnership seems to have
adopted a similar attitude. Whether this will be helpful to sound sector planning, or not, depends
in part on how "credible" is defined.

4.21 This, in turn, links back to issues of absorptive capacity but also of choice of aid modality
(see below), and to how sector modelling and MDG-driven needs-based scenario-making
planning is reconciled with operational budget-linked and resource-constrained planning. One of
the issues may well be that this distinction has never been drawn clearly, and plans have indeed
tended to remain only weakly linked to budgets. In this second FTI/Ethiopia episode there does
not seem to have been reference to the FTI Indicative Framework (IF) in relation to the credibility
of the Ethiopian plan. However, as noted above GEQIP stakeholders recognised (e.g. in the
PAD) that further work is required on the sector plan costing, and this is a prerequisite set out by
the FTI partnership before Ethiopia could request the second FTI CF tranche planned to be
granted in support of GEQIP.

4.22 The FTI6 gputs in relation to aid effectiveness issues in the education sector is through
the fact that FTI CF funding was going to be used in the same way as the funds from the WB and
other local education donors in support of GEQIP. In the discussion on the most appropriate
modality for GEQIP the choice was rapidly reduced to three main options: integrating within PBS,
either as un-earmarked funding (Channel 1), or as a specific sector-managed component like
that for health (Channel 2),” or developing a Specific Purpose Grant for a "stand-alone" pooled
fund (Channel 1B). There was no specific FTI input in the discussion (known to the author of this
report or explicit in the documentation available). However, one of the reasons given to discard
PBS as fund channelling modality for GEQIP was that it would not be suitable for FTI funding.

4.23 This and a number of other reasons led to the decision that GEQIP funding would be
channelled as a stand-alone SPG. As the GEQIP PAD put it:

The advantages of establishing GEQIP as part of PBS would be to ensure closer
coordination and synergy with government planning, management, monitoring, and
financing mechanisms (most of which are government processes). This may include
closer integration with PASDEP planning and monitoring processes and the JBAR
process and would strengthen cooperation with MOFED. However, the disadvantages
are: (i) the possibility that several DPs will not fund GEQIP if it is a component of the
PBS, and therefore the possibility of less funding; (ii) the possibility that GEQIP funding

refl

(as part of PBS) may becutorsuspended i n the event of any o6pol iti

the donor community and the Government; (iii) the FTI CF grant could not be included
in the PBS since it has been provided specifically for quality improvements in
general education; and (iv) GEQIP funds are supposed to be earmarked for quality
enhancement interventions in general education at all levels of government. It would be
operationally difficult to earmark funds for general education within PBS, as it provides
"block grants" to regions and woredas (World Bank 2008c, emphasis added).

4.24 Note that the argument abo u t t he SPG mo dirsllatidnyfrons poliicale at e r

difficulties (point (ii) above) does not hold true in all cases,as s hown by Swealenods

from GEQIP since then.

?Thisdi stinction in Aintegration within PBSO, whi ch

(e.g. in MOE Oct 2007 GEQIP document), is rather important as the two modalities are radically
di fferent in terms of syst emiaslInithg®@EQHE PAD forindtance.a s
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4.25 As for the statement that FTI CF funding has to be earmarked on general education, this

is not based on any official FTI documentation. Examples such as Rwanda and Burkina Faso

prove that country stakeholders can select un-earmarked modalities, and this is fully supported in

the FTI Modalities Guidelines (FTI 2008b). The cases of Rwanda and Burkina may not have

been known by all Ethiopian stakeholders, and the Guidelines were not yet officially issued at the

time of the discussions around the modality for GEQIP in Ethiopia. However, the agreement that

FTI CF funds should be used through the most aligned modality was reached at the FTI global-

level well before the Guidelines were officially issued, and this should not have been unknown at
countryleve. The | ack of information on other countrieséo
these points reflect continuing weaknesses in the FTI communication function.

4.26 In addition to the reasons given in the PAD interviews reveal that (a) MOFED was not
keen to make PBS more complex; (b) MOE liked the additional control on decentralised
decision-making that the SPG modality offers compared to the un-earmarked PBS; (c) as
highlighted in GEQIP preparatory documentation "Regions" also expressed their preference for
an earmarked channel; and (d) GEQIP donors did not trust that PBS would provide sector
stakeholders with the necessary leverage to effect the changes envisaged in terms of both policy
implementation and capacity development.

427 As for the Regionsé preference, therethe s evid
Regional Education Bureau (REB) only. Based on experience in similar donor-funded
SPG-financed programmes, Regional Bureau of Finance and Economic Development (BOFED)

would likely have had a different opinion,” but they do not seem to have been consulted in the
decision-making process.

4.28 On their side, MOE and GEQIP donors depict GEQIP as a "special programme to inject
quality" through injecting the expert capacity required to think about and plan about quality. The
SPG is then seen as the only available modality because "with the mainstream un-earmarked
funding MOE cannot tell Regions and woredas what they have to do". This assumes that: (i) the
expert capacity is or will be available from the federal level; and (ii) it does not exist at local level.
However this is, in turn, challenged by other stakeholders (notably but not exclusively those
involved with PBS) wh o st at e tomaitmenGt® Eddication quality is spelt out in the
ESDP lll and the PASDEP, and that the lack of focus on quality was linked to lack of resources,
not of will or commitment. They also stress that in reality the federal level does have
considerable influence over the Regions (as noted in 3A), including about how they (and
woredas) use un-earmarked resources.

4.29 As for capacity, the same stakeholders are of the view that it should be developed more

holistically to be really sustainable. To address sectoral concerns it would be feasible to deploy

targeted technical support for the Regions and woredas’® through earmarked modalities, which

would accompany the provision of additional un-earmarked resources for Regions and woredas

to implement the resulting better plans and budgets. This, which has not been tested in Ethiopia,

has nonetheless been advocated in several papers (including Dom 2005 and Lister 2007), on the

grounds that it would be more likely to strengthen capacities sustainably, because it is better
aligned wi t h t he mandates of t he di fferent l ev
decentralised system.”"®

" This is based on extensive fieldwork conducted in the course of the years 2007-08 by the author of
this report, in relation to the Productive Safety Net Programme and the Food Security Programme
SPGs.

" The TA would focus on the areas in which one would want to build greater capacity (e.g. in planning
and budgeting for education quality).

> See section 3.3A. The Federal Government is responsible to ensure the development of
sub-nati onal g o v e r 1i which tjustibies theayseaaf earmarked funding. In contrast, the
Federal Government is not responsible for implementing quality enhancement measures in primary
and secondary education; this is within the mandate of Regions and woredas.
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4.30 The SPG modality uses government planning, financial, disbursement, reporting, and
M&E systems. However, it adds specific requirements at each stage, linked to the ring-fenced
nature of the funding. Firstly (as discussed earlier), it contributes to further fragmenting resource
management in the planning, budgeting and implementation stages. There is an intention to
address this as part of the GEQIP Management and Administration Programme (MAP)
component, through the development of an integrated planning, budgeting and reporting system
for Regions and woredas. As noted just above, this technical support component could have
been provided as a stand-alone one through earmarked modalities while the rest of the
resources would have been channelled through the broader systems that the technical
assistance (TA) would help to strengthen.

4.31 Secondly, transaction costs may be very high if fund disbursements are linked to
unrealistically tight reporting requirements and if the procedures for using resources are
unrealistically complex. This is a concern in that, like several other SPGs, the GEQIP SPG is due
to follow WB procedures,”” which proved to make funding hard-to-absorb in the past in the
education sector in Ethiopia (see Box 3.1 and 13.43 above). That is, "GEQIP as a modality" has
pretty much been tested in the past (with the WB ESDP ) and has been shown to be
cumbersome and slow i the difference is that now this would affect the funds of several other
donors, including the FTI CF. The deployment of technical assistance at federal and regional
levels, foreseen in the GEQIP design, may help in implementing the WB procedures more

efficiently. But there is a risk that this might divert attention away from GE QI P 6 s tbbjeaiwd e r

of strengthening government systems and age n c ica&pacdies to implement those.

Moreover, if there is no extra support for implementing agencies weaker in reporting (as is to be
expected in places where the PFM reforms have not yet been fully rolled out) the system also
risks aggravating the gap between stronger and weaker agencies i with equity implications with
regard to the effects on the education system. This second issue is less clearly addressed in the
GEQIP design.

"#fTwi nnedd modalities along these |lines have
supporting decentralised investment for the provision of basic services in decentralised countries
elsewhere in Africa and in Asia (see e.g. the Ugandan and Tanzanian Local Government
Development Programmes and a relatively similar programme for local governments in Indonesia).

" This is due to the fact that the WB is one of the contributing agencies and cannot pool resources
into a fund administered by another agency.

FTI_DS_Ethiopia-Feb2010b.doc 37

been

t

e



FTI Mid-Term Evaluation i Ethiopia Desk Study

38

February 2010



FTI Mid-Term Evaluation i Ethiopia Desk Study

5 FTI Effects

5A  The FTI and Education Policy and Planning

5.1 The thrust of the ETP and of the ESDPs, which is the achievement of "UPE with equity
and quality" and thus well in line with the FTI objectives, pre-dates the emergence of the FTI.

5.2 The analysis in the previous Chapters suggests a history of continuous improvement in
education policy; a tradition of good alignment of sector activities with the policy priorities; a
tradition of consensus-building among key stakeholders (though within limits, influenced by the
broader socio-political settings and evolution of the country); a reasonable degree of attention to
cross-cutting issues such as gender, HIV/AIDS, equity and exclusion in policy, planning, and
implementation processes. However, until recently the F T 6 s ¢ o toteach of the above
was practically non-existent (clearly this will change with the provision of CF funding for GEQIP):

A The FTI did not contribute to the development of the ESDP process (and is only now
beginning to contribute to its subsequent implementation).

A During the first FTI episode, the policy issues raised in the correspondence from the
FTI (e.g. overall fiscal implications of the policy, intra-sectoral resource allocations)
were nothing new for country stakeholders. The FTI also raised the issue of teacher
salaries in 2002/03 (as the average teacher salary in Ethiopia is above the FTI
Indicative Framework benchmark of 3.5 times the GDP per capita). This has been
found unhelpful in a country where the GDP per capita is so low.”® The FTI IF was
not used otherwise, at least explicitly, as noted in Chapter 4 above.

A More recently the second generation strategies developed to reach the Ethiopian
goal of "UPE with equity and quality" by 2015 and the related studies and
programmes (such as TDP, expansion of ABE, recently completed curriculum review,
new textbook policy) have been developed without inputs from the FTI. The process
of preparation of GEQIP (which the FTI CF funding will support) did not (visibly at
least) benefit from FTI policy and planning inputs.”

A In relation to policy focus, the ESDP IlI includes new indicators and targets related to
NER, and primary education (Grade 5 and Grade 8) completion (whereas ESDP |
and still ESDP Il targets were in terms of GER). However, this was not influenced by
the FTI (directly at least). As noted in Chapter 3, country processes and in particular,
the process of agreeing on sector indicators and targets through the DBS/PBS
review/dialogue was more instrumental in this regard.

A As explained in Chapter 4 the FTI approach is seen by some stakeholders to have
had a negative influence on sector planning, unhelpfully prompting country
stakeholders to overlook affordability issues. In practice, MOE is using a costing
model developed in the course of preparing the education ten-year plan in 2006
(MOE 2006c and MOE 2006d). The FTI did not have any input in this. However,
EPDF support is now being sought to revise the sector plan costing. In that sense the
FTI policy and planning inputs will increase, and could be very relevant if the process
helped to address the tension between needs-based and resource-constrained
planning in a clearer manner.

8 Since then this issue appears to have been dropped. In country, the issue of better utilising and
deploying teachers was raised in the JRM 2006 and further studied and recommendations made in
2008. It is not entirely clear yet how the study recommendations will be taken forward.

 Notably, the October 2008 Ethiopia FTI CF Grant Country Clinic focused on issues of aid modality
and process, not policy content.
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5.3 Thus, the FTI is not felt to have had a distinct policy and planning presence by either
government officials or local education donors. With regard to GEQIP the FTI is said to "piggy-
back on the WB".® This lack of direct influence is not taken as a bad thing. After all, the policy
and planning improvements summarised above did take place, and it is not certain that greater
improvements would have been seen with more direct FTI policy and planning inputs.

5.4 Indeed, according to MOE and GEQIP donors, the F T | (pddicy/planning) invisibility,
including in discussions about GEQIP, is a positive example of "al i gn ment behi
locally agreed policy priorities, which should be celebrated as an achievement". However,
considering the various issues raised about the design of GEQIP (in Chapter 4 above) it is an
outstanding question whether such alignment is the best way for the FTI partnership to bring
value added in terms of policy and planning. Fulfilling the policy/planning objective of the FTI
partnership may well require a stronger “"challenge" function T although it would clearly be
important for this to be exerted in such a way that it would also keep in line with minimising
transaction costs and other objectives of the partnership. This is a question which goes beyond
the case of Ethiopia, but worth raising in the context of the Ethiopian case with regard to the
implementation of GEQIP, about to start.

5.5 The relevance of the FTI objective of supporting policy and planning is difficult to judge
as this objective was not clearly communicated, and not understood in Ethiopia. Much time has
been spent "talking at cross-purposes” about the "FTI contribution” (which for Ethiopian
stakeholders was primarily about financing as explained above), and there have been other
types of transaction costs (such as mutual frustration between MOE and local donors because of
thel atter 6s i nathé FTi grogesst and teeodettimental dffect of the financing gap
approach, not clearly distinguishing and drawing links between needs-based and resource-
constrained planning) which make the FTI rather inefficient thus far (high transaction costs for
little inputs, hence meagre results directly attributable to FTI).

5.6 Looking into the future, the question arises as to whether the FTI CF support to
GEQIP-which will be the manner in which the FTI will influence the achievement of the EFA
goals in Ethiopia from now onwards 7 is the most relevant, effective and efficient choice in
relation to sector policy and planning. A couple of points must be mentioned here:

A Considering the progress made in primary education in the 2002/03i 2007 period, the
large demand for secondary education and the evidence of positive impact of
secondary education on health and nutrition, family planning etc,® it is relevant for
the FTI CF funds to support a wider programme covering general education (primary
and secondary), rather than primary education only as had been requested during
the first FTI episode. However, the question as to whether it would have been more
relevant to support an even wider part of the education sector has to be raised 7 in
particular, considering the Ethiopian "youth bulge" noted earlier, and the EFA goal of
providing "learning and life skills for young people and adults" i which profiles itself
as a critical challenge for the near future in Ethiopia.®

nd Et

A With regard to the chosen focus (quality of general education), issuesabout GEQI Pd's

initial assumptions of deteriorating quality, its particular mix of quality enhancement
strategies, the risk entailed in the dichotomous approach to quality and
access/equity, the assumptions about how complementary measures would be
financed (all discussed in Chapters 3 and 4 above) might have deserved more

% This is quite clear from the news in the Ethiopian press covering the preparations and in particular
the launch of GEQIP. It is only in May 2009 and in the sixth article on the matter that the Fast Track

Initiative is explicitly mentioned i compar ed to the World Bank and 060t her
(Walta Information Centre from October 2008 to May 2009).

8 This has been documented in studies as early as 1997 (e.g. in World Bank 1997) and regularly

since then, among others in the Demographic and Health Survey reports (e.g. Ethiopia CSA 2005).

25ee fAFast Track to WhenlR®2200out h and I nstabilityo,
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