MEMORANDUM OF UNDERSTANDING ON THE
AUSTRIAN-ETHIOPIAN
INDICATIVE COUNTRY PROGRAMME
2008-2012

Whereas The Federal Minister for European and International Affairs of the
Republic of Austria and the Government of the Federal Democratic
Republic of Ethiopia (referred to as “side” or “sides”) are willing to
further enhance their relations in the field of Development Cooperation;

Whereas Both sides intend to develop such relations in line with the principles
- and modalities of the development policies of Ethiopia and according to
the guidelines of the Austrian Development Cooperation;

Whereas Both sides have reached an understanding on a five years

development framework for their cooperation;

The Representatives of the Federal Minister for European and International Affairs of
the Republic of Austria and the Government of the Federal Democratic Republic of
Ethiopia met in Addis Abeba on 21.2.2008 and held discussions and reached an
understanding on the following Austrian-Ethiopian Development Cooperation

Indicative Country Programme 2008-2012:

1 Purpose

In order to upgrade and enhance the existing friendly relations between Austria and
Ethiopia as well as to systematically implement the development cooperation
programmes, Bilateral Development Cooperation between the two countries was
defined through a medium-term development framework. Since 1998, two three-year




programmes have been defined and executed; the last three-year programme 2004-
2006 was extended until end of 2007. In this context, the two sides reached an
understanding on the present Indicative Country Programme for the period 2008-
2012, |

The present Country Programme aims at:

Enhancing the hitherio achievements of the focal areas of the Ethiopian-
Austrian Development Cooperation, which are the Health sub-programme
focussing on the Somali National Regional State (SNRS) and the Rural
Development and Support to Food Security sub-programme focussing on

the Amhara National Regional State (ANRS).

. ldentifying areas for future cooperation.

. Allocating resources for ali identified areas of cooperation (ongoing, pipeline

and new initiatives).
. Outlining mechanisms for effective implementation of programmes.

»  QOullining effective programme implementation, monitoring and evaluation

mechanisms.

‘2 Finances of the Indicative Country Programme

Under this. Memorandum of Understanding, the Austrian side will scale up its
assistance during the period 2008-201 2 providing a grant of € 28.5 million to the
Ethiopian Government as a tentative packaée:to be allocated for the implementation
of projects in focal areas likeghe Health sub-programme and the Rural Development
and Support to Food Security sub-programme and non focal areas like energy and
good governance designed to provide complementary support to the sub-
programmes. Sufficient new resources for the Health (€ 5,2 million) and the Rural
Development and Support to Food Security sub-programme (€ 8,2 million) will

-
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enable them to leave a visible impact in North Gonder Zone (ANRS) as well as the
target woredas in the Somali region. € 11,5 million for the next five years wiil be used
to support the PBS (or if situation allows DBS) depending on negotiations with
MoFED, € 3 million will be committed for various activities in the energy sector and €

0,6 million for the Democratic institution Programme (DIP).

Tentative Allocation of Resources and Sub-programmes of interventions

Description Allocation (in | % of the Grant
million €}
Focal areas Rural Development and 8,20 29
Support to Food Security
Health 5,20 18
Protection of Basic Servi- 11,50 40
ces (PBS) or Direct Budget
Support (DBS)
Non focal | Energy 3,00 11
areas
Democratic Institution 0,60 | 2
Programme (DIP) :
Total 28,50 100

3 Focal areas

Both. sides have reached an understanding to concentrate their joint develop’ment
cooperation efforts on limited areas of tntervention which will recelve the avallable '
resources. The seiectlon of each sub programme stems from the current flve year
National Development Plan (PASDEP) and the analysis jomtly conducted dunng the.
definition of the first Ethlopran-Austrlan indicative Country Programme, assessment
of the two :mplemented Indrcatlve Country Programmes and the acquired expenence
and the p_r:n_cnpfe:s and. :ra_‘tlona_le__of the Ethiopian Gover_nrnent__and __t_h_e_Austnan

Development Cooperation.
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3.1 Rural Development and Support to Food Security

Rural development and food se.curity are important aspects of Ethiopia's national
development plans. The first Food Security programme of the Government of
Ethiopia was adopted in 1996 in order to narrow the “food gap" within five years. It
was followed by Ethiopia's Poverty Reduction Strategy Programme (PRSP) process,
which began with the Sustainable Development and Poverty Reduction Programme
(SDPRP) covering three years, 2002/03-2004/05. Presently, the Government of
Ethiopia is implementing the second phase of the PRSP process “Plan for
Accelerated and Sustained Development to End Poverty (PASDEP) covering a five
year period, 2006/6 — 2009/10. The PASDEP carries forward important strategic
directions pursued under SDPRP including the development of the agriculture sector
as an engine for rural development and food security with the following major

components:
= Improvement of Crop Production and Productivity.
* Livestock Development and Improvement of Animal Health Services.
= Natural Resource Conservation and Management.
* Agricultural Research and Extension.
* Building househoid assets through on-farm activities.
* Supporting voluntary resetﬂemen-t to more productive areas.

= Safety Net Programme, to help bridge food gaps while building community

assets, and.
* Introducing non—farm activities.

The Austrian Rural Development and Support to Food-Security sub-programme will
build on the previows Food Security sub-programme (FSS) of the Austrian side and
on its different projects implemented during the last ten y‘eaars-in North Gonder Zone
(NGZ). Based on an independent evaluation conducted in 2006 and recognized by
the regional institutions of ANRS notably BoFED, these projects have made a
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significant contribution to improving food security and to the overall livelihood of
beneficiaries in North Gonder Zone. The new sub-programme will have a wider remit
around sustainable resource management and will also help consolidate previous
achievements, as well as support scaling-up from the best practices of FSS, leading
to the overall objectives of improving livelihood in North Gonder. This consideration
will link with the overall goal of “Rural Development and Food Security” component of
PASDEP and Austrian development policies. Key benefits are increased in
household incomes for target beneficiaries through sustainable resource

management.

The backbone of the sub-programme will be the financing programme of a
Sustainable Resource Management in North Gonder (SRMP-NG), that will be
implemented during the timeframe of the country programme {(January 2008 —
Decemb&s 2012). This will comprise implementation terms of three and two years,
allowing the programme to adjust financially and institutionally during the second
term of two years according to changing environments. The total budget for the five
years will be €8.2 million, about 29% of the total budget split up into the following
results framework: -

» Market-oriented livestock development.
- F_’fbrnofién of integrated V\fatershed management practices.
7-. : Identification and promotion of alternative %ivelihood.options.
»  Community based tourism development
. = | Enhancement of park mfrastructure and its management.
" Strengthemng rural !and admmlstratlon and .

. = StrengtiRening of msﬂtut:onal capacity through actlon research and knowledge

~-management.

3 2 Health

The Government of Ethiopia (GoE) has commltted |tself to glve a high pnonty to-
soc:al sector development programmes as a means ot bringing about
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comprehensive improvement in the areas of health and education. The Health
Sector Development Programme (HSDP) is a 20-year strategic plan that lays the
groundwork for a far-reaching enhancement of the health system in Ethiopia. The
ultimate goal of Health Sector Development Programme Il (HSDP-III} 2005/6-
2009/10 is to improve the health status of the Ethiopian people through provision of
adequate and optimum quality of preventive, basic curative and rehabilitative health
services to all segments of the population. To achieve this ultimate goal HSDP-II|

focuses on the following components
* Health Service Delivery and Quality of Care.
* Access to Services: Health Facility Construction, Expansion and Transport.
* Human Resource Development.
* Pharmaceutical Service.
* Information, Education and Communication.

* Health Management information system and Monitoring and Evaluation; and

= Health Care Financing.

The Austrian support mainly focuses on the implementation of HSDP-IIl in Somali
National Regional State with special emphasis to pastoralist health extension
programme. The.backbone of the sub-programme will be a financing programme
entitled “Support to the implementation of the Health Sector Development
Programme in the Somali National Regional State” disbursed over a period of five -
and a haif years in two phases. The first two years and six months of the programme
July 1, 2007 to December 31, 2009, regarded as phase one will primarily focus on
formation of functional woreda health offices, bu:ldlng up and strengthening their
capacities for smooth handing over of the complementary activities whereas the
second phase of the programme, will focus on consolidation of the first phase.
Ongoing ‘bompiimentary activities will be fully phased out du.rihg the first phase of the
financing programme. Special support to pastoral_ist health extension both at federal
as well as reéional level will be started within the second phase through a separate

-
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pastoralist health extension programme. This programme wil provide tailor made
services to the pastoralists and will be impiemented by MOH/SRHB.

Furthermore, along with other development partners the Austrian side supports key
processes of HSDP-i| such as monitoring and evaluation at national level through
the Health Pooled Fund (HPF)-N.

The total amount allocated within the Current country programme under the health
focal area is € 5,2 million, which is about 18% of the total budget.

4 Support to PBS/DBS

New uncommitted funds of up to €11, 5 million, which is about 40% of the total
budget for the next five years, will be used for the support of PBS (or if situation
allows DBS) depending on further negotiations with MoFED. |

5 Non focal areas

5.1 Energy

building ‘and transfer of technology. A rural electrification_"::prbgfarﬁm'é in North.
GOn'_de__rf-Zone will be linked to the Austrian Ruraj Development- éﬁd :'S_upport_ to Food
‘Securitysub-programme. The total amount allocated within the _current_'_-Country
Progra_m_mQ is € 3 million, which is about 11% of the total budget. G '
2 Governance

Undergovernance _t.h.échntr'ibution'of the Austrian side to theﬂ'Démoc_ratié l'n$tit:ut‘io'n_'s -
Progiamme (DIP)Willmalnlyfocus on support to the'de.v'elopme_nt_ of keygovernment -
organizations thatplayarofe in’strengthening institutional frameworks of democratic
Ethiopia. This contribution is based on a formal agreement with

governance
The total 4 ount allocated € 0, 6 million, which is about 2% of the total
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6

lmplementationl Disbursement Modalities

Both sideg feached gn un

Both sides wi
& T

programmeg;’

consu_ltéﬁ___qf:g_




8 Modifications

The Country Indicative Programme may be modified upon review as deemed

necessary by consent of both sides and the resulting modifications will be annexed
to the Programme.

9 Effectiveness

This Indicative Country Programme is effective for a period of five years, i.e. 2008-
2012.

Signed in Addis Abeba on 21 .2.2008 in the English Ianguage in two originai copies.

For the Federal Minister for European

For the Government of the
~ and Intemational Affairs of the Republic

Federal Democratic Republic of

of Austria Ethiopia
... Ambassador Dr. Hans Winkler - = - Mekonnen Manyazgval o

- State Secretary in the Federal Ministry

‘State Minister, Ministry of Finance an
for __Eurppean and Internati_o__nal Affairs '




