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Preliminary Report

of the

UNECA Reconnaissance Mission to Eritrea

II I. INTRODUCTION

Following the discussions in Geneva (at the Joint Government of Eritrea and United

Nations Appeal for Eritrea, Pledging Conference, 6 July 1993) between H.E. Isaias

Afwerki, President of the State of Eritrea, and the UNECA Executive Secretary, and

further to their discussions during the Summit of Head of States and Governments of the

member countries of IGADD in Addis Ababa (6 and 7 September 1993), the President of

the State of Eritrea requested UNECA to send a Mission to Eritrea to help prepare a

Master Plan for the Rehabilitation, Reconstruction and Development of Eritrea. The

UNECA Executive Secretary decided to send a Reconnaissance mission to Asmara from

the 14 to 21 September 1993.

The mission was composed as follows:

Mr. S.C. Nana-Sinkam, Mission Leader JEFAD;

Mr. W. Ndongko, Macro-Economist, MRAG;

Mr. Mulugetta Bezabeh, Rural Development Economist, JEFAD;

Mr. Assefa Belay, Research Assistant, Population Division;



BRIEF DESCRIPTION OF THE CURRENT ECONOMIC AND
SOCIAL SITUATION

Eritrea's economy has been devastated by thirty years of war, recurrent droughts,

environmental degradation, and economic mismanagement in the past. War damage has

affected residential houses, schools, clinics and hospitals, and government offices. What

was once, towards the end of the colonial period, one of the best infrastructures in Africa,

is in ruins in several parts of the country from the destruction caused by the war, and lack

of maintenance. Bridges and roads are damaged; railway has been completely dismantled;

electricity is sporadic and urban water systems leak up to half their supply. Hardly a

house has escaped bombardment in the coastal port of Massawa. The Government has

also inherited extremely weak institutions as a result of the war and the campaign by the

Mengistu regime to relocate enterprises and agencies from Eritrea to Ethiopia.

Agriculture has been seriously affected by the prolonged war, drought and

environmental degradation. The military conflict displaced farmers, reduced the

availability of agricultural inputs, destroyed extension services, and contributed to

environmental degradation through the destruction of soil and water conservation systems.

It is estimated that food production fell by some 40 per cent in the 1980s, while the

livestock sector has shrunk from more than 3 million to 1 million animals. Although the

rainfall in 1992 has been high by historical standards - in contrast to the drought for the

past three years - farmers continue to face a severe shortage of seeds, fertilizer, oxen, and

credit.

The industrial sector has also been badly damaged by the destructive war and the

negligence of the previous regime. Most industrial plants, that are not already closed, are

operating at around 25 to 30 per cent of their capacity due to severe shortage of energy,

and foreign exchange to buy spare parts and inputs. Telecommunications, postal, and

banking services have deteriorated seriously. The manpower resources and local

capabilities have also depreciated as a result of the war. This has especially affected the



Government' s capacity to put together an experienced, professionally trained

administration.

The prolonged war has resulted in large numbers of refugees, displaced people and

unaccompanied children. The estimates provided by the Commission for Eritrean Refugee

Affairs (CERA) suggest that there are around one million Eritreans abroad. The largest

number, ranging between 300,000 to 600,000, are said to be scattered over 48 refugee

camps in Sudan. Most of these refugees come from the provinces bordering on Sudan and

are extremely poor and live under harsh physical conditions. Within Eritrea, there are

nearly 50,000 unaccompanied children; the breakdown of the families associated with war

and droughts has left thousands of children as destitutes, orphans and disabled. It is

estimated that some 50,000 spontaneous returnees from Sudan have already come to

Eritrea. These numbers, however, are based on quick assessments by the CERA; there

is a need to build more accurate data base for the country.

Data on Eritrea are extremely scanty. There are no national income accounts, no

trade or balance of payments figures, almost no banking statistics, some rudimentary

accounts of revenue and expenditure over the past twelve months, and no aggregate price

or wage statistics. A population census needs to be conducted, including the hundreds of

thousands of refugees that are likely to return over the coming few years. There are some

data on the social situation and particularly on the food security situation gathered by a

Leeds University team which conducted surveys in 1987/88 and 1991. There are also

some data available in Addis Ababa which would need to be examined to construct time

series data. It is apparent that a long-term effort is required to reconstruct a data base for

Eritrea.

Having inherited a shattered economy as a result of the prolonged war, the

Government has announced that its immediate objectives are to reconstruct and rehabilitate

the essential economic activities to jump-start the economy and to move to set a link

between the short, the medium and the long term through an holistic national programme

approach. In addition, given the large number of refugees and displaced people, there is

a need to reintegrate them as part of the reconstruction effort in the near future. This



would need to be complemented with the rebuilding of government institutions that were

weakened by the war. The Government has already taken several initial steps towards

identifying the needs of the priority sectors and establishing administrative mechanisms to

implement the recovery programme. However, the Government lacks the resources to

purchase critical imports in order to begin the recovery process and rehabilitate the

economy and society.

To plan the priorities for recovery and to produce a framework for external

support, the Government developed the Recovery and Rehabilitation programme for

Eritrea (RRPE). The priority sectors identified for the RRPE include agricultural and

industrial inputs; essential rehabilitation of infrastructure (including energy, port facilities,

roads) required to reactivate the productive sectors; a Community Rehabilitation Fund to

enable local communities to launch labour-intensive projects to restore or expand important

economic assets; and the Economic and Financial Management Component (EFMP) to

strengthen the central economic agencies (Ministry of Development and Finance (MDF),

National Bank of Eritrea (NBE), and the Commercial and other Banks).

Besides the immediate need to reconstruct and rehabilitate the economy and society,

the Government has also begun the process of developing a new economic policy for

Eritrea. The Government has already introduced proclamations to reform the labour,

investment and commercial codes. The new investment code, for example, provides

guarantee against uncompensated nationalization, the right to full repatriation of profits,

and a minimum of red tape in setting up new business or restarting old ones. In general,

the Government intends to reverse the restrictive policies of the previous regime, introduce

a liberal trade and exchange rate regimes, encourage a greater role for the private sector,

and privatize over time those enterprises that were formerly nationalized by the Derg

regime. The full formulation of economic policy will take time, as the relevant institutions

and data bases, essential for developing an appropriate policy framework, are still in an

embryo form. The contemplated Master Plan is to serve as base and the first leg for the

policy framework which will in fact be a rolling plans system allowing for maximum

flexibility and adjustment as we move along. To build institutional capacity, the



government plans a large scale repatriation of exiled, skilled Eritreans, supported where

necessary by technical assistance and international expertise.

The National Bank of Eritrea (NBE) has been created from the former Asmara

branch office of the National Bank of Ethiopia. Although NBE has begun to assume the

functions of national central bank, it is still operating without legal framework, and

without the capability of a policy making body. Thus, the exchange rate and monetary

policies for Eritrea are in practice heavily influenced by the national policies of the

Transitional Government of Ethiopia (TGE). With the liberation of Eritrea, the

Government has begun exploring options for reforming the existing exchange rate and

monetary policy mechanisms, which will involve a decision whether to introduce an

independent central bank and pursue independent monetary and exchange rate policies., or

participate in some way in the monetary and exchange rate policies set in Ethiopia. If the

Government takes the route of establishing independent institutions and policies, there is

still considerable scope for coordinating monetary and exchange rate policies with

Ethiopia; a more ambitious option being considered would be the coordination of exchange

rate and monetary policies at a regional level with both Ethiopia, Sudan and other

countries in the Horn of Africa.

As with the monetary and exchange rate policies, before liberation, budgetary

issues for Eritrea were decided in Addis Ababa, and treated as regional allocations within

the national budget. The Government has now introduced an independent but very

simplified calendar-year budgetary system, and has maintained a balanced budget for 1991-

92, despite the absence of major inflows of aid. Rough calculations suggest that

government revenue and expenditure to DGP ratios are well below that of other African

countries at a similar stage of development, and there is significant scope to increase

revenues and improve public expenditure as the economy recovers from stagnation. The

major sources of revenue to the government are sales tax on domestic and imported goods,

custom duties on imports, and direct taxes. The sales tax accounts for about 27 per cent

of the total tax revenue. The two major expenditure categories are salaries (about 70 per

cent), and operations and maintenance (most of the remainder). Currently, while the

budgetary system is still evolving, funds are allocated to sector departments based on



reviews of their requests, without any significant sector strategies. The decision making

authority for the budget - for both recurrent and capital expenditure - rests with the

Ministry of Development and Finance (MDF), which coordinates the requests from sector

departments.

The Government intends to reform the tax system {including tax rates and tax

collection) to make collection more efficient, improve incentives, and harmonize with the

tax regimes of neighbouring countries.

The Commercial Bank of Eritrea (CBE) has been established from the former 13

branches in Eritrea of the Commercial Bank of Ethiopia. The other banking institutions

in Eritrea have been organized from branches of other Ethiopian institutions: the Housing

and Savings Bank (HSB), the Agricultural and Industrial Development Bank (AIDB), and

the Insurance Corporation (IC). With the exception of the AIDB, most of these financial

institutions are now functioning, although at a level substantially below their capacity.

CBE is highly liquid because use of credit has been dampened due to the lack of foreign

exchange.

Overall, the banking system which the Government has inherited is very weak.

There is a shortage of qualified people (e.g., accountants, credit analysts);

telecommunications and operation systems are in need of repair and rehabilitation; and

linkages with international banking system need to be strengthened. The Government has

for the meantime limited the ownership of banks to the government sector and there are

restrictions on foreign banks operating in Eritrea. However, some reforms have already

occurred, including the upward revision of the interest rate structure.

As underlined above, the Government of Eritrea has inherited a poorly developed

and neglected governmental structure. The key economic management agencies are only

now being put in place, and the Government has emphasized the need for urgent and

sustained support to establish the basic institutional structures, information bases, systems,

and competencies that will enable the Government to carry out its essential economic

management functions. The Government regards this development as a priority in terms



of producing a Master Plan which encourages economic growth and the effectiveness,

efficiency, accountability and transparency in the utilization of resources for pressing

economic and social priorities while keeping the link between short, medium and long

term. Establishing a fully functioning economic management system is also essential for

attracting sustained support from the donor community as Eritrea moves beyond relief to

Rehabilitation, Reconstruction, Development and Transformation. This is underlined by

Eritrea's decision to seek the cooperation of the UNECA/UNDP/DHA in elaborating a

Master Plan for the Rehabilitation, Reconstruction, and Development of the Country, and

to apply for membership of the IMF and World Bank.

HI. OBJECTIVES OF THE MISSION

The objectives of the mission were based on:

(a) The necessity of maintaining a continuum between Rehabilitation,

Reconstruction and Development in order to ensure the appropriate link

between the short, medium and long term in the development process of the

country;

(b) The necessity to maintain a continuum from national to sub-regional and

regional in the development process of Eritrea which future is closely linked

to the Horn of Africa as the window to the Middle East and to the African

continent as a whole. In fact, it is necessary for Eritrea to search for

economic cooperation and integration within the spirit of the Abuja Treaty

establishing the Pan-African Economic Community.

(c) The necessity of achieving a decentralization of the economic development

process from national level to regional or provincial, with the aim of

involving the whole population at the grassroots level.



(d) UNECA was also of the view that, in order for the donor community to see

the interface which exists between the different blocks constituting the

national, economic and social development programme of Eritrea, there

must be a Master Plan which can also serve as a coordinating instrument

for the implementation of such national programme. The final goal of

UNECA mission was, therefore, to help the Eritrean authorities elaborate

such a Master Plan as UNECA was convinced that the Master Plan must

be owned by Eritreans themselves.

II IV. PROCEEDING OF THE MISSION

The mission arrived in Asmara as scheduled on September 14, 1993, and for 6 days

(except on Sunday which was used to visit Massawa and a Disables Rehabilitation centre

at Mai-Habar at the suggestion of the Minister of Social Affairs), the mission had intensive

discussions with different line Ministries (especially at the Ministerial level), with other

government officials, and with the representatives of other UN agencies presently in

Asmara and more specifically with the UNDP Resident Representative (see list of meetings

and personalities met, attached).

The work of the mission was highly facilitated by the very close cooperation of the

UNDP Resident Representative who provided the mission with the necessary logistic

(including means of transportation, secretarial assistance, etc.). The views of the UNDP

Resident Representative were completely in harmony with those of the mission regarding

the preparation of a Master Plan for the Rehabilitation, Reconstruction, Development and

Transformation of Eritrea. This comprehension is reflected in the title of the mission

which has become UNECA/UNDP/DHA Reconnaissance Mission to Eritrea. The attached

Aide Memoire is the preliminary report of the mission and reflects the conclusions on

various issues raised during the discussions.



Some specific aspects of the discussions which took place during the mission are

summarized below.

The mission emphasized to the UNDP Resident Representative, the personal

interest of UNECA Executive Secretary in the formulation of a Master Plan for Eritrea.

We underlined to the UNDP Resident Representative the four proned objectives of

the Master Plan namely: (a) moving rom relief and emergency to rehabilitation,

reconstruction and development continuum; (b) from national to sub-regional continuum;

(c) the necessity to frame the Master Plan within the context of good governance, popular

participation which should lead to transparency, accountability and efficiency in the use

of resources; (d) the crucial necessity for the Eritrean people to own the Plan, only key

to its successful implementation and sustainability.

The UNDP Resident Representative, in endorsing the UNECA approach, went as

far as to state that UNDP, DHA and UNECA should work hand in hand, and should agree

in posting a UNECA high caliber staff member as coordinator, starting already end of

October, to proceed with the coordination of the preparation of the Master Plan. In the

views of the UNDP Resident Representative, the conclusions of FAO sectoral mission (21

to 30 September 1993), the World Bank macro-economic mission (18 October to 4

November 1993) and of the other UN Agencies bilateral as well as NGOs missions

planned to Eritrea from now up to January 1994 should be integrated in the different

building blocks or chapters of the Master Plan. The Eritrean authorities are contemplating

the necessity of using the Master Plan document as the basic document for the Donor's

Conference for Eritrea in June 1994. As agreed, the document would: (a) give the

opportunity to the Donor Community (UN agencies, individual governments, and NGOs)

to channel the financial and technical assistance within a general framework which reflects

the need assessment of priority objectives of the Eritrean Government in the short, medium

and long term; (b) allow the Donor Community to see the interface between the different

constituting economic and social blocks; and (c) give the opportunity to the Eritreans

authorities to show good governance, and accountability, efficiency, sustainability in the

implementation of the Plan.



Such Master Plan would also eliminate the need to elaborate a multiplicity of

"windows" to benefit from the same source of financing. It may be appropriate to

underline here the necessity of looking for a high caliber UNECA staff, to fulfil the role

of a coordinator as requested by the UNDP Resident Representative. Please do note that

the UNDP Resident Representative is disposed to finance such UNECA assistance and this

issue may be handled by TACOO in accordance with the rules and regulations appertaining

to the case. There are other activities in which UNECA could be involved (Economic

Cooperation and Integration; Infrastructure mainly road, telecommunication and air

transport, post office; governance and decentralization; SAERT experience; Land Tenure

Management, etc.). The UNDP Resident Representative will welcome UNECA projects

in the rehabilitation, reconstruction and development of these different fields.

We specifically stressed to the UNDP Resident Representative the contribution that

UNECA can provide in the field of sub-regional and regional cooperation and integration

since the Horn of Africa is and must represent the African window toward the cooperation

with the Middle East; and in governance and decentralization (ECO, TDFD and PHSD

could respectively quickly prepare small projects in this domain to be financed by UNDP

and the policy recommendations to be included in the Master Plan).

The mission stressed that the plan must provide a consistent framework for donor

technical and financial assistance. To achieve that objective, the Master Plan must specify

sector priorities and identify national programmes for donor funding. Programmes must

be clearly delineated in terms of the policy regime that governs each sector. Stages of

implementation must be defined in terms of specific performance criteria, and milestones

should be identified as conditions for assistance. Also, to become operational, the plan

must prepare an illustrative development budget, including estimates of the expected

domestic and donor shares, estimation of recurrent cost as a consequence of the

development efforts, and estimation of likely government revenues and their sources.

To back this understanding and coordinate these upcoming activities with other UN

agencies presently active in Eritrea (UNICEF, UNHCR, WFP, FAO, etc.), the UNDP

Resident Representative organized on 15 September 1993 at 10:30 a.m. a meeting between

10



the Head of UNECA mission and the representatives of different UN agencies in Asmara

to discuss the objectives of UNECA mission and agree on the understanding underlined

above. The discussions were very fruitful and the views of UNECA/UNDP regarding the

objectives of the Master Plan were, in principle, endorsed by the participants at the

meeting.

The mission put emphasis on the fact that, the Master Plan's planning efforts must

attempt to integrate and use ongoing planning efforts and analysis by others in an holistic

manner. There should be no attempt to duplicate or preempt planning and programming

efforts by other organizations that are traditional leaders in their fields. Indeed, a

comprehensive rehabilitation, reconstruction and development plan cannot and should not

replace sectoral planning efforts, and it is important that the "ownership" of sector plans

remain with the traditional organizations identified with the sector. This is the only way

the results of the Master Plan have any likelihood of being reflected in subsequent sector

programmes.

The time frame is in part determined by discussions with UNDP and the

Government whereby the Master Plan would constitute the basic document for the

proposed Donors' Conference on Eritrea in June 1994 which was called for by President

Isaias Afwerki in his speech to ECOSOC in July 1993 in Geneva. This would call for

completion of the Master Plan by late April 1994. There is no doubt that the proposed

time schedule is extremely tight. Nonetheless, it is feasible if one considers that the Plan

should reflect information already generated by prior missions and studies and present it

in an action oriented way. The Plan should also be conceived as one of the series of

rolling plans, each building on the next, with additional information added to annual

revisions as they are prepared.

It is clear that the tight schedule is not without risks. In the absence of a

constitution, progress in the development of regional or provincial administrative structures

may be slow. Therefore, the capacity and interest of the provinces or regions in

participating in the planning process may be uncertain. There is also the possibility of

delays because of the need to coordinate between some donors and international

11



organizations called upon to provide technical assistance inputs in the preparation of the

Master Plan.

While these risks are recognized, they could be considered manageable, if it is

agreed and accepted that the Master Plan represents a working document that will be

updated and/or adjusted as time goes on, especially since peace and stability prevail in

Eritrea, which is an extremely important asset. The alternative of extending the

preparation process also carries risks, indicating that short term decisions without

consistent macro-framework could forestall options for the future as stressed by the

President of the State of Eritrea during the Eritrean Pledging Conference last June in

Geneva.

In more detail terms, the following time frame is proposed:

October 15, 1994:

October 18-November 4, 1993:

November 15, 1993:

November 93-February 94:

March 1994:

June 1994:

submission to Government ofmission report

containing detail methodology for thv

preparation of the Master Plan;

Mission as required, to discuss planning

issues in the context ofEFMP and World

Bank/donor Economic mission;

Start of work on Master Plan with UNECA

experts;

Preparation of sectoral inputs in close

coordination with the sectors;

Completion of work on the Master Plan

Submission for International Conference.

12



The Ministry of Finance and Development organized for the UNECA delegation

a workshop, on Friday the 17th of September at 3 p.m., with all the line-ministries and

their technical collaborators to present UNECA, its potential of assistance to Eritrea, and

the objective of a Master Plan for Rehabilitation, Reconstruction and Development of

Eritrea as contemplated by UNECA/UNDP/DHA. To help achieve the objective of the

workshop, we requested the UNECA Secretariat (through JEFAD) to provide the mission

with appropriate documents which were distributed to Eritrean authorities in Asmara. (A

list of UNECA publications should be sent to the Eritrean authorities and to UNDP in

Asmara to help them send the appropriate request of documentation).

II V. CONCLUSION

It is essential to secure the participation of Eritrean nationals as consultants and

professional staff in the entire exercise (including Eritreans in the diaspora). This

provision will ensure the continuity of the future planning process at the national and

regional levels and it brings about insights that only Eritreans can bring on the issues

facing their Country.

It is hoped that the Master Plan will assist in providing a consistent framework of

policy positions on a broad range of issues including the role of markets throughout the

economy; the acceleration of the privatization process which has already started; increased

accountability and efficiency in public sector management and infrastructure; the role of

pricing and cost recovery in providing public services; the development of financial

intermediaries; the role of decentralization in ensuring greater regional equity, and the role

of government and local communities and institutions in mobilizing domestic resources and

spurring human development. Having identified policy positions, the plan would also

identify how they shape priorities for the immediate programme of financial and technical

assistance, and the possible role of donors, NGOs and international organizations in the

delivery of this assistance.
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Meetings with different Ministries have been very fruitful and the Eritrean

authorities seem to share the vision of UNECA/UNDP/DHA in setting up a general

framework to ensure efficiency, avoid duplication, and facilitate coordination by Eritrean

authorities themselves in the International Community Assistance to the country. The

invocation of UNECA experiences in Somalia and in Tigray Region are very appealing to

the authorities and has very much facilitated the comprehensive UNECA approach.

Nevertheless, we should not discard some difficulties in convincing the World Bank

to work hand in hand and cooperate in integrating the results of their findings as chapter

or chapters in the Master Plan. Fortunately, the UNDP Resident Representative is on our

side and we would suggest that the UNECA high caliber staff member, to be posted as

coordinator in preparing the Master Plan, should participate in the World Bank mission

scheduled to take place in Eritrea from October 18 to November 4, 1993. The UNDP

Resident Representative is encouraging this approach and is even suggesting that an

additional staff member should join the potential UNECA coordinator of the programme

in order to have two UNECA staff members participating in the October/November World

Bank mission in Eritrea.

To be more concrete, the UNECA delegation promised the Eritrean authorities and

the UNDP Resident Representative to prepare a blue-print of our reconnaissance mission

report including the outline for the preparation of the Master Plan before leaving Asmara

on the 21st of September 1993. The mission lived up to this portion of the challenge and

the attached "Aide Memoire" was left with the Eritrean Authorities and the UNDP

Resident Representative.

The Eritrean Authorities expectation is very high and UNECA must deliver. In

doing so, UNECA must search for close cooperation with the other UN Agencies,

especially the World Bank. It is not going to be an easy task and will require a lot of

"touch" in negotiation, which at the start, we suggest to be at the highest level between

the two institutions.
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I. INTRODUCTION AND BACKGROUND ON THE MISSION

TASK

"... All these problems are compounded several fold because there is no

real economy one can speak of in Eritrea today. As a result, the fruit of

rehabilitation, reconstruction and development programmes already

underway or those that the Government hopes to launch in the period ahead

will not be felt for some years to come."

"The situation is desperate to the extent that even the most urgent

economic rehabilitation and reconstruction programmes that cannot be

postponed any longer cannot be initiated without substantial resources."

"Under these bleak realities where virtually the entire society is in a very

precarious and vulnerable situation, the repatriation process cannot be

contemplated as a separate undertaking which can be pursued in its own

right in the usual conventional sense."

"Indeed, to embark on repatriation, desirable and urgent as this is, without

creating the conducive environment would be tantamount to damping the

returnees into a much more worse predicament. Such an exercise will

immensely aggravate the overall situation of the recipient communities and

exacerbate the precarious reality perhaps to a degree beyond any remedy."

18



"The considerations dictate that the repatriation of refugees be firmly rooted

on, and be linked with, programmes of rehabilitation and recovery of the

society as a whole. The exercise must also be framed within the long-term

development strategies and plans of the Country."

H.E. Mr. Isaias Afwerki

President of the State of Eritrea

Eritrea Pledging Conference

Geneva, 6 July 1993

The above citation from the speech of the President of the State of Eritrea at the

June 6th Eritrea Pledging Conference in Geneva, underlines very clearly the necessity of

framing all financial and technical assistance from international and local communities (UN

Agencies, individual donor countries, foreign and national NGOs, local communities, etc.)

within the context of a Master Plan for Rehabilitation, Reconstruction and Development

of Eritrea. It is certainly within the spirit of the vision of the President of the State of

Eritrea, that the UNECA, UNDP and DHA have jointly agreed to assist the Country to

undertake the preparation of such a Master Plan. To this end, and following the request

of the President of the State of Eritrea, UNECA/UNDP/DHA fielded a mission to Eritrea

from 14 to 21 September 1993. This mission undertook intensive discussions with the

Eritrean Authorities at the highest level and concluded with this preliminary report which

reflects the various issues raised.
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This plan should provide:

(a) an overall framework for the articulation of government policy and the

corresponding technical and financial resources required to carry it out in

the short, medium and long-term;

(b) a national to sub-regional vision in the spirit of the Abuja Treaty

establishing the Pan-African Economic Community;

(c) with a national to regional and sectoral vision, to ensure decentralization,

efficient public sector management, and,

(d) within the context of good governance, to ensure and enhance transparency,

accountability, coordination and efficiency in financial and technical

matters, allocation and use of resources.

The Master Plan will also provide mechanisms for appropriate coordination of

development assistance to avoid duplication, ensure consistency, and increase efficiency,

and allow the Eritrean Authorities, UN Agencies, and individual donors (bilateral as well

as NGOs) to monitor, evaluate and supervise the implementation and progress of projects

as well as the overall programme.

20



In particular, the Plan should incorporate all relevant information from the Country

Economic Memorandum (CEM) to be prepared by the World Bank/donor mission from

18 October to 4 November 1993. It should also be closely linked and even guide the

future Policy Framework Paper (PFP).

|| H. INSTITUTIONAL FRAMEWORK
it

It is proposed that UNECA/UNDP/DHA assist the government with the task of

preparing a coordinated mechanism for the design and implementation of such Master Plan

for Eritrea, taking into consideration the Economic Financial Management Programme

(EFMP). The subsequent report of the UNECA/UNDP/DHA mission will propose a

methodology and format, as well as a timetable for the preparation of the Master Plan.

It will also suggest a consultative process to facilitate coordination between the

international organizations, interested donors, the international NGOs and the Eritreans,

for the preparation of the Master Plan.

The report will propose that the planning exercise be pursued under the auspices

and overall guidance of the (projected) Planning Unit at the President's Office which will

act as an umbrella and coordinating organization for all the national programmes being

assisted by the UN system and international (bilateral and NGOs) community in Eritrea.
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The preparation of the Master Plan is to be directed by a "Steering Committee"

made up of representatives of the Ministry of Finance and Development (MFD) and

relevant Government Departments, the World Bank, UNDP, UNECA, DHA, the Planning

Unit and possible others. The Planning Unit would be the Project office with inputs from

and active participation of the members of the "Steering Committee".

The central objective of the planning component of the EFMP would be to assist

the "Steering Committee" and Planning Unit in making an optimum use of technical

assistance provided by the donors including the World Bank, UNDP, UNECA, Italy, and

other UN and bilateral donors.

The other equally important objective is to develop an institutional capacity able

to translate medium and long term visions into immediate actions; to support the on-going

relief efforts; to coordinate short-term relief, and rehabilitation, reconstruction and

development efforts so as to ensure consistency with long term goals and objectives; and

to provide a local permanent technical expertise for follow-up and coordination.
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II in. PLANNING PRINCIPLES AND METHODOLOGY

One of the principal features of the proposed planning process will be the effective

participation of Eritreans. Any planning must take place with the active participation of

those who later will implement the Master Plan and bear its consequences on their lives.

The participation of the Eritreans in deciding their future economic development process

is indeed essential and a prerequisite to the Eritrea Ownership of the Master Plan.

The planning principles should be the general guidelines affecting all aspects of the

development of the Master Plan and must be considered as:

1. identifying national programmes to address specific problems as the main

framework for coordinating national and international resources, thus

putting into practice the principle of the "Programme Approach".

2. supporting the emergency activities, the decentralization and good

governance process; and the efficient public sector management;

3. encouraging the establishment of efficient markets rather than re-establish

the command economy of the pre civil war;
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4. promoting the role of private sector and of regional and rural communities'

self reliance through an institutional and regulatory framework that supports

private initiative and re-enforces the process of privatization already

underway;

5. seeking economic and financial sustainability as an important element in

defining viable economic development activities by not committing Eritrea

to development projects beyond its institutional, technical and financial

capacity;

6. encouraging efforts at domestic resource mobilization and ensuring efficient

utilization;

7. ensuring that sectoral components are internally consistent;

8. addressing the historic apparent regional imbalances between regions and

provinces in their entire natural strengths and their potential in the

allocation of resources, reach all regions and involve all segments of society

including women. While it is not always efficient to distribute investments

equally among regions, a distribution without taking into account certain

balance has led to instability and greater loss than would have otherwise

been the case;
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9. encouraging environmentally sound policies and practices throughout the

economy to ensure a balanced and sustainable development;

10. giving preference to projects for which Eritreans are willing to invest and

commit their own development and operating funds, so as to reinforce and

sustain a sense of Eritrean ownership and to provide a credible indicator of

Eritrean priorities; and

11. encouraging the sub-regional and regional cooperation and integration as an

element of paramount importance in the development process of Eritrea.

The above principles highlight the common themes that should be pursued in the

design of the different segments or building blocks of the Master Plan for Eritrea.

IV. FORMAT

The Master Plan, it is proposed, will comprise six to eight building blocks or

segments. Each segment would tackle the specific issues pertinent to its own tasks. Issues

which are not covered by the segment but are considered essential to the planning efforts

will be covered by individual experts or by the project coordinator, who will put together

the Master Plan's building blocks.
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The proposed segments are:

1. Immediate regeneration of the economy;

2. Macroeconomic framework;

3. Decentralization, good governance and institutional development including

data base requirements;

4. Agriculture, livestock, fisheries, and environment and soil conservation;

5. Human development, capacity building including gender issues and social

services (health, education, etc.);

6. Industry, mining, tourism and commerce;

7. Infrastructure; and

8. Regional cooperation and integration.

This format should be adjusted so as to ensure that the Plan also reflects the

essential components and orientations of the CEM and PFP.

The report will provide an overview of the present condition, discussion on the

planning objectives, and terms of reference for all the required experts for each sector.

Over the last year or more a number of efforts have been made by different bilateral and

multilateral donors, UN Agencies and other international organizations to identify the areas

of need in different sectors of the economy.
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At present, as indicated by the UNDP, there are plans for a number of technical

missions to be fielded. These missions will look into the areas of needs assessment for

the rehabilitation, reconstruction and development of Eritrea. A coordinated effort for

rehabilitation, reconstruction and development requires an umbrella that should take the

individual efforts and integrate them in a meaningful manner, to bring these efforts

together in a manner so as to avoid duplication, unnecessary overlapping of suggestions,

recommendations and operations, and contradictory course of actions which some of the

future operations may entail.

It is, therefore, correct to say that the envisaged Master Plan should provide the

coordination mechanism that Eritrea needs for planning its immediate and future

rehabilitation, reconstruction and development. This will enable the entire process and

available resources for Eritrea to be oriented (utilized) in an efficient way.

|| V. PROPOSED TIME FRAME

The time frame is in part determined by discussions with UNDP and the

Government whereby the Master Plan would constitute the basic document for the

proposed Donors' Conference on Eritrea in June 1994 which was called for by President

Isaias Afwerki in his speech to ECOSOC in July 1993 in Geneva. This would call for
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completion of the Master Plan by late April 1994. There is no doubt that the proposed

time schedule is extremely tight. Nonetheless, it is feasible if one considers that the Plan

should reflect information already generated by prior missions and studies and present it

in an action oriented way. The Plan should also be conceived as one of the series of

rolling plans, each building on the next, with additional information added to annual

revisions as they are prepared.

It is clear that the tight schedule is not without risks. In the absence of a

constitution, progress in the development of regional or provincial administrative structures

may be slow. Therefore, the capacity and interest of the provinces or regions in

participating in the planning process may be uncertain. There is also the possibility of

delays because of the need to coordinate between some donors and international

organizations called upon to provide technical assistance inputs in the preparation of the

Master Plan.

While these risks are recognized, they could be considered manageable, if it is

agreed and accepted that the Master Plan represents a working document that will be

updated and/or adjusted as time goes on, especially since peace and stability prevail in

Eritrea, which is an extremely important asset. The alternative of extending the

preparation process also carries risks, indicating that short term decisions without

consistent macro-framework could forestall options for the future as stressed by the
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President of the State of Eritrea during the Eritrean Pledging Conference last June in

Geneva.

In more detail terms, the following timeframe is proposed:

October 15, 1994:

October 18-November 4, 1993:

November 15, 1993:

November 93-February 94:

March 1994:

June 1994:

submission to Government of mission report

containing detail methodology for the

preparation of the Master Plan;

Mission as required, to discuss planning

issues in the context ofEFMP and World

Bank/donor Economic mission;

Start of work on Master Plan with VNECA

experts;

Preparation ofsectoral inputs in close

coordination with the sectors;

Completion of work on the Master Plan

Submission for International Conference.
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|| VI. FORMULATION AND COORDINATION

The mission's report will suggest principles for the formulation of the planning

effort which ensure that the Master Plan can be completed within the time limits

recommended above, and that there is maximum coordination between ongoing technical

and financial assistance programmes.

1. Planning Scope

The plan must provide a consistent framework for donor technical and financial

assistance. To achieve that objective, the Master Plan must specify sector priorities and

identify national programmes for donor funding. Programmes must be clearly delineated

in terms of the policy regime that governs each sector. Stages of implementation must be

defined in terms of specific performance criteria, and milestones should be identified as

conditions for assistance. Also, to become operational, the plan must prepare an

illustrative development budget, including estimates of the expected domestic and donor

shares, estimation of recurrent cost as a consequence of the development effort, and

estimation of likely government revenues and their sources.
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Technical analysis provided within the past 12 months remains viable as no major

events (except locust invasions and drought) have come to fundamentally alter earlier

problems and issues. In such cases, use should be made of earlier results and

recommendations, subject of course to an increased focus on decentralization,

privatization, use of markets, sustainability and sub-regional and regional dimensions.

2. Coordination with Financial Assistance

As indicated in Part HI, it is suggested that the design and implementation of the

plan be based on the existence of national programmes to be implemented with the

assistance of projects. Within each programme, individual projects will be selected to

support the policy objectives of the programme. Hence, while the Master Plan will

identify many programmes, individual projects should be chosen on the basis of their

eventual contribution in support of the overall objectives of the programme and the policies

identified by the plan.

For example, Eritrea presently, in a good year, can produce up to 200,000 T of

cereals. Foreign assistance can provide up to 100,000 T based on the present absorptive

capacity (ports, roads, distributional and marketing support services, lack of foreign

currencies, etc.). The Country's needs can be evaluated at 600,000 to 650,000 T. The

food security approach for Eritrea should therefore be perceived within the framework of
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the Horn of Africa, with contributions from the Sudan and Ethiopia, specifically through

increased productivity and production in the lowlands, where the three countries have

common interests despite different boundaries.

3. Coordination with other Technical Assistance

The Master Plan's planning effort must attempt to integrate and use ongoing

planning efforts and analysis by others. There should be no attempt to duplicate or

preempt planning and programming efforts by other organizations that are traditional

leaders in their fields. Indeed, a comprehensive rehabilitation, reconstruction and

development plan cannot and should not replace sectoral planning efforts, and it is

important that the "ownership" of sector plans remain with the traditional organizations

identified with the sector. This is the only way the results of the Master Plan have any

likelihood of being reflected in subsequent sector programmes.

An attempt should be made by UNECA/UNDP/DHA to expedite and coordinate

already ongoing and planned technical assistance efforts which include among others:

(a) FAO (already planned and imminent) mission on agriculture, livestock,

fisheries, land, soil conservation, environment and sustainable development

(21-30 of September 1993).
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(b) World Bank mission in Country Programme - Macro economic framework

including finance, economic and Finance Management - (18 October to 4

November 1993).

(c) UNECA mission on regional economic cooperation and integration of

Eritrea within the Horn of Africa with emphasis on Trade and Monetary

issues, rural and national development planning and experiences (timing to

be determined quickly).

(d) UNECA/UNDP mission on governance, decentralization and regional

institutions (timing to be determined urgently).

(e) UNECA/UNDP mission to present and discuss the implication of the

Sustainable Agriculture and Environmental Rehabilitation in Tigray

(SAERT) programme for the water policy in Eritrea.

(f) UNECA mission on the land tenure system in Eritrea.

(g) Bilateral, NGOs and other sectoral missions.

One could expect UNICEF/ILO to handle the social services and human

resource development sector; UNIDO/UNCTAD/ITC to deal with the
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industrial, mining sectors; UNESCO to deal with the education sector;

WHO to deal with the health sector, etc.

|| VH. CONCLUDING REMARKS

In conclusion, it is essential to secure the participation of Eritrean nationals as

consultants and professional staff in the entire exercise (including Eritreans in the

diaspora). This provision will ensure the continuity of the future planning process at the

national and regional levels and it brings about insights that only Eritreans can bring on

the issues facing their Country.

It is hoped that the Master Plan will assist in providing a consistent framework of

policy positions on a broad range of issues including the role of markets throughout the

economy; the acceleration of the privatization process which has already started; increased

accountability and efficiency in public sector management and infrastructure; the role of

pricing and cost recovery in providing public services; the development of financial

intermediaries; the role of decentralization in ensuring greater regional equity, and the role

of government and local communities and institutions in mobilizing domestic resources and
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spurring human development. Having identified policy positions, the plan would also

identify how they shape priorities for the immediate programme of financial and technical

assistance, and the possible role of donors, NGOs and international organizations in the

delivery of this assistance.
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ANNEX II

MEETINGS HELD BETWEEN THE UNECA DELEGATION AND

ERITREA GOVERNMENT OFFICIALS AND

BETWEEN THE UNECA DELEGATION AND UN ORGANIZATIONS

Asmara, Eritrea, 14-21 September 1993
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Government Office/UN Office

1. UNDP

Mr. Michael Askwith, UNDP Liaison Officer

2. Public Sector Management Section

Mr. Seyoum Haregot

3. Ministry of Finance and Development

(a) Mr. Ghebressellassie Yosieph, Head

Finance and Budget Department

(b) Mr. Tesfamariam Tekie, Acting Head

External Cooperation Department

4. UN Inter-Agency

UNDP, UNICEF, UNHCR, WFP

5. Ministry of Agriculture

Dr. Tesfai Ghermazien, Minister

6. Italian Delegation

7. Ministry of Health

(a) Mr. Haile, Minister

(b) Mr. Tsegaye Berhe

8. Ministry of Education

Dr. Osman Saleh, Minister

9. Transportation Authority

Dr. Giorghis Tekle Michael, Minister

10. Eritrean Relief Rehabilitation Agency

Dr. Nerayo Teklemichael, Director

11. Port and Maritime Transport Authority

Mr. Makonnen Habtezion, Head Technical

Services

Date

14/9/93

14/9/93

14/9/93

15/9/93

15/9/93

15/9/93

15/9/93

16/9/93

16/9/93

16/9/93

16/9/93

Time

11:50-12:40

14:25-15:30

16:00-17:00

10:30-11:00

11:00-12:00

15:00-15:45

16:00-17:00

09:00-10:00

10:30-11:30

14:30-15:30

16:00-17:00
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Government Office/UN Office

12. Communications and Postal Authority

(a) Mrs, Lul Gebre-ab, Director

(b) Mr. Seyoum Gebrekiristos, Head

Telecommunications Section

13. Ministry of Trade, Industry and Tourism

(a) Mr. Iqbe Abraha, Minister

(b) Ms. Worku Tesfamichael, Head

Tourism Department

(c) Mr. Negussie Oqbe, Head

Industry Department

(d) Mr. Tadesse Wolde Yohannes, Head

Trade Department

14. Labour Office

Mr. Wolde, Deputy Head

15. Social Affairs Authority

Ms. Amna Nur Hussien, Director General

16. Ministry of Finance and Development

(a) Mr. Haile Woldense, Minister

(b) Mr. Ghebressellassie Yosieph, Head

Finance and Budget Department

(c) Mr. Tesfamariam Tekie, Acting Head

External Cooperation

(d) Mr. Afework Abraham

(e) Mr. Askwith, UNDP Liaison Officer

17. Workshop

Date

17/9/93

17/9/93

17/9/93

17/9/93

17/9/93

17/9/93

Time

08:30-09:30

09:30-10:30

11:00-11:25

11:25-12:30

14:30-15:30

15:30-16:30
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Government Office/UN Office

18. Ministry of Energy, Mining and Water

Resources

(a) Mr. Tesfai Gebreselassie

(b) Mr. Haile Wolde Tensae, Head

Water Resources Department

(c) Mr. Asmerom Mesfin, Head

Mines Department

19. Ministry of Foreign Affairs

(a) Mr. Yemane Gebre-ab, Deputy Minister

(b) Mr. Girma Asmerom

20. Office of National Statistics

(a) Mr. Ainom Berhane, Head

(b) Mr. Woldeyesus Elias

(c) Mr. Sebhatu Fesseha Tsion

21. Planning Unit, Office of the President

Mr. Berhane Abrehe

22. Ministry of Marine Resources

Dr. Salih Maki, Minister

23. Land Resources Commission

Mr. Alemseged Tesfaye

Date

18/9/93

18/9/93

20/9/93

20/9/93

20/9/93

21/9/93

Time

08:30-09:45

11:30-12:00

08:30-09:30

09:30-10:30

11:00-12:00

08:15-09:30
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