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1.
Identification
	Title/Number
	Support Programme to the “Decennial Education Plan 2006-2015” (Programa de Apoyo al Plan Decenal de Educación 2006 – 2015 - PAPDE II)
DCI-ALA/2010/022-597

	Total cost
	€ 34 M 
(54.83% of NIP II)

	Aid method / Method of implementation
	-
Non-targeted sector budget support (direct centralised management)


	DAC-code
	11100
	Sector
	Education


2.
Rationale and country context

2.1
Country context and rationale for SPSP 

2.1.1
  Economic and social situation and poverty analysis

Ecuador is a middle income country, which has achieved sustained economic growth during the last decade, since the serious banking crisis in 2000 when most of its social indices suffered a serious drawback. Consequently, gross domestic product (GDP) per capita has steadily risen from USD 1,324 in the year 2000 to USD 3,961 in 2008.

Poverty reduction and promotion of equality are top priorities in Ecuador´s National Development Plan since this administration took office in 2007. There has been a strong commitment to increase social investment, which in the year 2006 amounted for 6.7%
 of its GDP and in the year 2010 is at 9.2%
. However, Ecuador still lags behind average region social spending which in the year 2003 was estimated at 15.1% of their GDP, with Cuba, Uruguay, Argentina and Brazil in the top of the list (29.2%, 20.9%, 19.4% and 19.1% respectively
).

This higher social investment has concentrated in education, health and social protection sectors. Education increased from 3.8% to 4.4% of the GDP between 2006 and 2009, health expenditures rose from 1.38% to 1.60% of GDP and social protection investment doubled from 0.79% to 1.6% of the GDP.

Recently presented data from Employment Surveys indicate that social expenditure during the last three years have been effective in counteracting negative effects from the international crisis and have actually helped to reduce poverty and inequality in this period. Extreme poverty in June 2006 was 9.1% and in March 2010 it reached 6.5%. Income poverty in the same period fell 3.7 points, from 26.3% to 22.6%. Inequality, measured by the income distribution and represented through the GINI fell from 0.511 to 0.4766 in the same period
. Additionally, extreme poverty and poverty as measured by unsatisfied basic necessities (NBI) fell 5.3 points and 2.2 points respectively, and in the case of poverty within indigenous people this indicator fell by 11.3 points from the year 2006 to the year 2010.

2.1.2
National development policy

In the month of November 2009, the National Planning Secretariat (SENPLADES) approved the National Development Plan “del Buen Vivir” (NDP) which contains twelve change strategies and twelve general objectives, along with targets and indicators to measure their results and impacts. More than 85 meetings with more than 4,000 participants from civil society sectors were included in the planning process.

NDP´s strategies include i) change in patterns of dependency from oil exports by diversifying production and land tenure, democratization of the means of production, developing property diversification schemes and selectively substituting imports; ii) Strategic and sovereign insertion in world and regional affairs; iii) Social inclusion, human rights and social protection, iv) natural patrimony sustainability, v) local orderly development through decentralization and devolution, vi) citizen empowerment, and vii) high level of investment for well being in a framework of a sustainable macroeconomic environment. 

Promoting equality, cohesion and social integration and strengthening citizen capabilities and potentialities are the first and the second general objective of the NDP. These objectives enclose most education targets within the NDP and are fully aligned to the Decennial Education Plan (DEP), for example reaching by the year 2013 98% of net basic education enrolment, 66.5% of net high school enrolment, increasing percentage of students with above average grades in standardized evaluation tests, increasing the percentage of teachers with above average grades in standardized evaluation tests and reducing functional illiteracy to 10%.

In order to accomplish the NDP, SENPLADES administers a National Planning System that includes: i) each line ministry has to develop their investment projects which are subject to a process of prioritization by SENPLADES, ii) prioritized projects are included in the budget bill that the National Assembly approves every year, iii) an annual investment plan (PAI) is developed by each line ministry for each project included in the national budget, iv) its main indicators are included in Government Goals Information System (SIGOB) which has to be updated every month by project managers, this system is used by the Presidency to keep track of the advancements of each project and as a means of public accountability, v) the Undersecretary of Evaluation of SENPLADES keeps track of the main social indicators through employment surveys and other sources and periodically reports on the advancement of the NDP, vi) this same undersecretary also carries out impact evaluation studies for emblematic projects in order to provide additional inputs for decision making concerning public investment.

The NDP and its planned reforms is a credible technical document which reflects deep reflection and analysis on Ecuador´s pressing and structural problems and a genuine political willingness of the government to address obstacles and solutions to sustainable development. The link between multiyear sector budget, required investments and current expenditures, and NDP´s objectives and targets is still subject to a process of strengthening both in the national and sector policies.

2.2
Sector context: policies and challenges

(1) Sector context

In the year 2006 the Ministry of Education led a national discussion between government, civil society and sector representatives to design and develop a Decennial Education Plan (DEP), which was approved by 66% of the population during a plebiscite that took place in November 2006. The DEP defines a set of policy goals, principles and strategies, as well as budgetary targets to comply with its objectives. In 2008, Ecuador's new Constitution, also approved by plebiscite, incorporated the main objectives and financing goals of the DEP, providing a legal framework that further legitimizes the whole process. 

The DEP consists of eight main policies:

1. Universal initial education for children from 0 to 5 years.

2. Universal basic education from first to tenth grade.

3. Increase of the number of students in secondary school, until coverage reaches 75% of the population aged accordingly.

4. Eradication of illiteracy and consolidation of continuous adult education.

5. Improvement of the infrastructure and equipment of schools.

6. Improvement of the quality and equity of education and the implementation of a national evaluation and account-rendering system in the sector.

7. Reappraisal of teachers, professional development, improvement of working and living conditions.

8. Annual increase of 0.5% of the participation of the education sector in the GDP until this figure reaches a minimum of 6%.

Three years after the DEP was approved there have been areas of great advancement, such as increasing basic education and high school enrolment rates, infrastructure recuperation and student and teacher evaluation systems implemented. Other areas, such as initial education, adult illiteracy and quality education have made less progress which will be strengthened by the Ministry of Education in the forthcoming years. 

During the year 2010 the National Assembly is expected to approve a new Education Law which will regulate the Constitutional mandates regarding education. In order to draft this piece of legislation, the education commission carried out a nationwide consultation with civil society and education's main actors. In the month of May 2010 the report for second debate was approved unanimously within the commission, which is a positive sign before the final debate. Within its major characteristics the law introduces an intercultural education chapter in addition to the traditional transversal treatment to the issue, it defines the new education sector management model which devolves many responsibilities to local education authorities, it ratifies and even strengthens DEP policies, it creates a new salary scale and retirement incentives for teachers and it creates the National Evaluation Institution.  

Under the PAPDE I (2008 – 2011) support was focussed, among others, on elimination of access barriers to general education, increase in basic education net enrolment ratios, improvement of teacher performance, expansion of teaching staff and the development of the planning and evaluation system, conceived under the general objective to improve and universalize general basic education services.

Following these criteria, the European Commission granted a SBS for the education sector for a total amount of € 41.2 million that was approved in the year 2007 and is expected to conclude in 2011 with a last variable tranche of € 2 million. Ecuadorian authorities have shown commitment to a results oriented framework and broad budget support schemes.

European Union development policies for the 2011-2013 period, as stated in the Mid-term Review (MTR) of the Country Strategy Paper Ecuador, refers "to improve the performance of governmental social spending on education" through improvement of "the quality of and access to education in Ecuador". Thus, education remains one of the two main areas of involvement, given that the DEP has proven so far to be successfully implemented by the Ministry of Education. Consequently, during the formulation stage, and following the recommendations of the result oriented monitoring (ROM) carried out in December 2009 for the current SBSP, PAPDE II will focus on supporting the sector´s strategies to improve quality and access to basic education as well as strengthening governance and institutional efficiency.

(2) Main findings of the assessment of the sector budget and its medium term financial perspectives:

During the 90s and the first half of the present decade, Ecuador lagged behind most Latin American countries in social expenditure. Since the year 2006, when overall social expenditure as a percentage of the GDP was 6.7%, the government has made important efforts to boost its investments in human capital, and its current social budget stands at 9.2% of the GDP. In monetary terms, this represents an increase that nearly doubled expenditure in 2006, passing from 2,631 million to 4,753 million dollars budgeted for 2010
. Nonetheless, there is still much effort to be made, even to reach the region´s average social expenditure which stands at approximately 15%
.

The budget in the education sector, as a percentage of Ecuador's GDP, has steadily risen since the year 2006, when the DEP was formally adopted. DEP´s eighth policy mandates an annual increase of 0.5% of de GDP until the 6% mark is achieved by the year 2012. In fact, starting at 3.8% in the year 2006, by the year 2009 the central government budget for education sector as a whole has increased to 4.9%, which means a net increase of over USD 1,000 million for the sector
. Due to the high budget deficit and increasing fiscal pressures, it is likely that the government will not be able to achieve the 6% mark in education budget by the year 2012.

The budgetary augmentation has been driven by direct government investments carried out by the Ministry of Education, which in the year 2006 had a budget share of 2.6% of the GDP and by the year 2009 was investing over 3.7%. The bulk of this increase has been devoted to teacher salary increases (that are still below average salaries in the public sector), hiring of new teachers, infrastructure, free textbooks and uniforms and retiring incentives for teachers over the age of 60. Teacher salaries are financed through current income, which are funded through regular taxes. The level of investment, however, depends heavily on the price of oil, as it is the main source of investments for the government.

In the year 2009 budget execution within the sector reached 96.78% including both current and capital expenditure. Ministry of Education´s initial budget was increased from USD 1,663 million to USD 1,957 million; by the end of the year USD 1,894 million were effectively spent. Current expenditures accounted for 89% of total expenditure. Capital or investment expenditure, which represented nearly 12.9% of the total budget, had an execution rate of 81.4% by the end of the year. Besides the accustomed universal investment projects that have been implementing over the past three years, such as free uniforms for rural schools, breakfast and lunch for rural schools and tuition elimination transfers, the investment budget for the year 2010 envisages a series of new projects related exclusively to improving quality of education, including the implementation of basic education´s new curriculum, redesign and implementation of secondary curriculum, teacher development and training and strengthening of initial education.

As a reform measure, PAPDE II will support measures to strengthen ministerial planning and budgeting capacities relating objectives with cost analysis in order to develop a medium term financial strategy
.

(3) Donor coordination:

Donor coordination in Ecuador is led by the National Planning Secretariat, SENPLADES, through its International Cooperation Agency, AGECI. In order to facilitate dialogue between government, donors and international financing institutions in the sector, AGECI has established the Harmonization Table for Education that currently gathers the Ministry of Social Development Coordination, the Ministry of Education, the Foreign Affairs Ministry, province and municipality associations and 21 international cooperation institutions, including international non-governmental organisations (NGOs), multilateral financing institutions and bilateral cooperation institutions. This coordination mechanism was officially established in May of 2009. Ecuador adhered formally to the Paris Declaration in October 2009. 

So far, the European Commission is the only donor in Ecuador providing budget support and fully using national systems. As regards EU internal coordination (Code of Conduct) a general and several thematic EU platforms were created since the beginning of 2009. The European Commission facilitates two platforms (education and economic development). 

The accompanying measure, financed under PAPDE I, in order to support to the grant contractor Grupo Faro for the civil society surveillance of the education policy implementation, called "EduCiudadanía", has proven to be an important factor to rise sector accountability and demonstrated to be a fruitful relation between public and civil society efforts in favour of the overall development of education in Ecuador, mainly in the area of a comprehensive monitoring system. 

(4) Assessment of institutional capacity:

As the Ministry of Education has struggled to recuperate policy ownership and leadership, the sector has become increasingly hierarchical and some of its processes extremely burdensome (as, for example, the filling of 12,000 teacher posts, which has taken much longer than expected). Furthermore, the Ministry's excessive national policy scope has drained its capacity to tackle more local problems and needs.

It is in this context that the Ministry of Education is promoting a major institutional reform (recently approved by the Ministry of Finance and by the Ministry of Labour Relations) which is expected to improve its capacity to manage the sector by specializing its central and regional departments in policy design and planning capacity and devolving and decentralizing
 most of its implementation responsibilities to administrative authorities called education districts and school circuits (this has been called the New Education Management Model, see annex 3). This is in accordance to the Presidential Decree 250 of 2010 and will be assured through the new Education Law. 

During the years 2010 and 2011 the Ministry will start its devolution process by creating a Pilot Regional Coordination (Region 7 which includes three Provinces, namely El Oro, Loja and Zamora), including all of the School Districts within that Region and all of the School Circuits within each of the School Districts (for a detailed description of this Pilot Plan see annex 4). Districts will be delegated the responsibility of coordinating the school circuits within the District, administrating the payroll and human resources systems (including all Teachers in the District), providing teacher, students, and parent services (such as diploma certificates and validations), coordinating the new school advisory system, which will focus on improving quality education for the schools in the District, and ensure that there is universal access to education at all levels within the District (initial, basic and secondary education). The Administrative Centre (AC) of the School Circuit will have the responsibility to manage the investment, operational and maintenance budget for the schools in the Circuit (at an average of 20 schools per Circuit).

This process will require a great deal of collaboration in terms of technical assistance, some of which could be provided by this SBS upon request. The improvement of sector institutional capacity will have, within others, a direct impact on the quality of education by delivering education services more cost and time efficient and appropriate.

(5)
Performance monitoring:
Performance monitoring in the sector is carried out through the Education Institutions Master File (AMIE
), through national standardized tests so far carried out by the Ministry of Education and through the national employment and social surveys, carried out through the National Statistics and Census Institute (INEC), which have education statistics chapters. All of these official sources of data are used to calculate the indicators in order to monitor the advancement in the Decennial Education Plan. 

In order to have complete and updated data, the government carried out a national education census between November 2007 and January 2008. The information provided by the census became the baseline for the new AMIE, which is a web based system that school authorities upload twice a year and is valid to use for decision making with a less than three month delay after the school year's opening day.

Even though the AMIE has undergone continuous improvements since it was first designed, there is still much room for improvement in the system. For instance, i) the use of the geographical information system has limitations due to a 30% – 40% position error, ii) there are not yet functional interfaces between human resource management systems (for teachers and authorities), financial systems and the AMIE, iii) there are no external auditing mechanisms in place to verify the validity of the information, iv) some series of education indicators have been lost due to the change in recollection methodology, such as dropout and repetition rates, and v) a formal statistics and education indicators publication should be regularly printed out, as it was done before the year 2007.

Experience with the previous PAPDE sector budget support operation provides sufficient evidence of the willingness of the sector authorities to use performance indicators as a mean for determining disbursement of support funds, especially in the frame of the variable tranches. Inter-institutional and government- led consultations carried out to formulate PAPDE II have served to harmonize National Development Plan (DEP) and Decennial Education Plan (NDP) medium and long term targets in the sector.

(6)
Macroeconomic framework:

Ecuador was one of five countries in the region who managed to have positive (0.4%) economic growth during the year 2009, mostly led by public sector investment. In the aftermath of a worldwide economic crisis, Ecuador's macroeconomic performance for the year 2010, along with the region's perspective, is expected to present signs of recovery. The International Monetary Fund (IMF) has updated its growth estimate for 2010 from 1.5% during the last trimester of 2009 to 2.5%
. Inflation is expected to decrease from 5.1% during 2009 to 4.0% for the present year. Current account deficit is expected to reduce from 1.1% to 0.6% of the GDP, which is lower than the region's average deficit of 0.9%. 

In response to the effects of the international financial crisis, of whom Ecuador was hardly hit since the beginning of 2009, the Government has undertaken several reforms in order to boost the national economy and productive sectors and to avoid a sensible reduction of social sector expenditure. A counter-cyclical policy based in increased public spending in order to re-launch internal consumption and as a mean of active poverty reduction policy has taken place. Even though these measures have worked to avoid negative growth, public sector investment has created a larger budget deficit (estimated at 5.6% of the GDP for the year 2010), which has been increasingly harder to finance through internal and external debt. Debt to GDP ratio however stands at a reasonable 19.92% as of December 2009, following a successful, though questioned, purchase of 91% of its 2012 and 2030 global bonds with a 70% discount.

Ecuador´s economy largely depends on commodity prices (for example, oil and bananas accounting 72.48 % of its exports to the USA as its main trade partner
) making it vulnerable to external shocks. Foreign direct investment has declined in the past years due to contract renegotiation with petroleum companies, but is expected to increase in the next years as the country has embarked on major hydroelectric projects. 

Concerning the relationship with the IMF, the country has not signed a Stand-by Agreement, but they are in good terms, with a succession of periodic missions in accordance with Article IV. The last one concluded on 25 January 2008, with balanced conclusions. At the beginning of 2009 and in the framework of a new IBD loan a new IMF assessment (Art. IV) was undertaken with the Government without official publication of the report as it was not authorized by the national authorities. 

(7)
Public Financial Management:

Upon request of the Ecuadorian Authorities an external Public Expenditure and Financial Accountability (PEFA) assessment, financed by the European Union under PAPDE I, was carried out, covering 2008 with a forecast until mid 2009. The final report was approved by the Ministry of Finance on 31 March 2010 giving a base line for further reform actions. According to the final report
, the main strengths of the management system of public finance, achieved through a series of reforms that have been carried out in the past years, consist in: the existence of an integrated financial administration system (eSIGEF), universality of the general state budget, treasury management through a single treasury account, existence of an integrated governmental control system and an efficient tax system. As main weaknesses the report details: the limited control and automation failures in the e-SIGEF, limited public access to fiscal information, low budget predictability, excessive flexibility in budget modifications and yet a weak alignment between the budgeting process (divided in current spending and public investment) and the public policies. 

The Ministry of Finance has continued to improve its Public Financial Management (PFM) system following the PEFA assessment. In particular, issues related to automation failures and limited public access to key fiscal information has been improved (PEFA assessment analyzed 2008 fiscal year, which was the first year of implementation of the e-Sigef system). Additionally, through PAPDE II dialogues with government will include the necessary promotion of mechanisms to improve legislature control over public finance performance. 

PAPDE II will also include a second external PEFA assessment, to be financed by the EU as a complementary measure through this sector budget support (SBS). Additionally, a specific condition for a fixed tranche disbursement is set out regarding an enhanced capacity of the education sector budget to reflect results and outcomes, improving the linkage between investment planning, current expenditures and public policies. This will be done through i) creating a new budgetary functional catalogue, ii) adjusting the budget classification to the new education management model, and iii) by linking the new human resource system in the Ministry of Education with the payroll system (e-SIPREM) of the public finance management system, governed by the Ministry of Finance.

2.3
Eligibility for budget support 

Ecuador has experience with SBS in Education, as PAPDE 2008-2011 is at its finishing stage. Through this programme, the education sector policy implementation and PFM systems have been strengthened as well as macroeconomic stability has been achieved in the context of global financial crisis, albeit its oil revenue structural dependency. For these reasons and taking into account that Ecuador meets the eligibility criteria for budget support (see sections 2.1, 2.4 and 2.5), the recommendation is to continue the budget support programme as the most effective financing modality for the period 2011-2013. 

2.4
Lessons learnt

Lessons learnt so far with the PAPDE I implementation are most positive. Thanks to sector progresses, the indicator targets established in the Financing Agreement have been met by the Ministry of Education and 100 % of all variable instalments in addition to the fixed instalments were released in a timely manner. Since the start of the PAPDE I implementation in February 2008, so far 99.79 % of the approved funds have been contracted and 84.89 % of the contracted funds have been disbursed. According to the Results Oriented Monitoring (ROM) exercise concluding at the end of 2009 the following aspects shall be kept in mind in the implementation of PAPDE:  support to the institutional sector reform plan (new sector management model) and process of implementation; further development of in-house statistical and indicator monitoring system; promotion of a sector budgeting process which relates objectives with result-oriented cost analysis under a multi-annual forecast; continuation of the civil society surveillance action and its institutionalization as part of the sector accountability strategy and deepening of the Government led coordination scheme of international donor organizations. The European Commission contribution will cover the fiscal years 2011 – 2013. It should allow for the continuation without interruption of the previous sector budget support programme (PAPDE I 2008–2011) providing a continuous incentive for increased results in the sector. Budget support is, in its own nature, the aid modality most in line with the EU aid effectiveness commitments of appropriation, alignment, harmonization and coordination. 

2.5
Complementary actions

Complementary actions within PAPDE I have included a civil society DEP follow-up scheme, strengthening public financial management, including the execution of a PEFA study and a visibility package. With PAPDE II the civil society DEP follow up process and the visibility actions will be continued until the end of 2013 and as requested by the Ministry of Financing a second PEFA study will be carried out in 2012. A light technical assistance component will be made available upon request of State entities, mainly in order to strengthen education and environment sector´s medium term planning and budgeting capacity. This will allow contracting high-level experts (under EU rules) as the national public procurement system imposes contractual restraints. The second sector budget support programme in Ecuador for economic sustainability (PASES) will complement in 2011 the EU support to on-going improvements of public financial management systems.

Besides the EU´s PAPDE I as the most important donor in the education sector, the main international organizations that are currently involved include the Interamerican Development Bank, which approved in July 2010 a credit line of USD 75 million with the country to support expansion of net enrolment basic education ratios, inclusion of ethnic minorities, school construction with special attention to marginal geographical areas and increase of contracted teachers (including selection process and voluntary pension scheme), the Spanish agency of international cooperation for development (AECID), which provided cooperation to technical and vocational high schools (2006 – 2009: € 2 million) , the Flemish Cooperation, which supports local change management capacities in selected public basic education schools (2008 – 2013: € 110,000). UNICEF covers a wide range of subjects but in financial terms it supports bilingual intercultural education, municipal education model in Quito, education and risk management in 24 provinces affected by recurrent natural disasters (2006 – 2010: aprox. USD 181,000), and UNDP with which the government is closing its cooperation agreement with the Universal Education Programme, and is transferring its capacity to the Ministry of Education (2006 – 2009: USD 21 million of local resources and USD 110 thousand of UNDP funds). In addition some minor actions not directly related to the public DEP are financed by several NGOs.

2.6
Donor coordination

Given the nature of the budget support modality, commitments related to ownership, alignment and result-oriented disbursements as per the Paris Declaration on Aid Effectiveness are essentially met. Harmonisation and mutual accountability will be further encouraged through an active participation in the Donor Coordination Harmonization Table for Education, led by the International Cooperation Agency-AGECI. 

Through this coordination scheme, the government, along with the international cooperation institutions, have determined that the DEP is the basic framework for cooperation and that every intervention should be clearly aligned to it. A second framework of reference is the Paris Declaration, for which the table has been working on a series of indicators adapted from the Paris Declarations in the areas of ownership, alignment, harmonization, results oriented performance and mutual responsibility, to the education sector. Ecuador adhered formally to the Paris Declaration in October 2009. 

And the third framework of reference is the Millennium Development Goals, especially those related to education. These are in particular the goals 2 and 3 as follows: Eliminate gender disparity in primary and secondary education, preferably by 2005, and in all levels of education no later than 2015 and ensure that, by 2015, children everywhere, boys and girls alike, will be able to complete a full course of primary schooling. PAPDE II will contribute mainly to the third MDG as the education quality and completion of basic general education is the principal approach of this second sector budget support programme. 

3.
Description

3.1
 Objectives

The overall objective of the programme is to support the implementation of Ecuador's education strategy as outlined in the Decennial Education Plan (DEP) 2006 – 2015
. The DEP is part of the National Development Plan “Para el Buen Vivir 2009 - 2013”. 

The support to the DEP follows a specific approach of contributing to the quality, access and efficiency of education. Specific objectives of the sector budget support (SBS) programme include:

i. 
Improving quality education, through 

· implementing the new curriculum reform for basic education through continuous teacher training (National Professional Development System) and 

· timely delivery of free textbooks to basic education students in fiscal schools; and

ii.

Improving access of basic education, through increasing the gross completion rate of basic education, and

iii. 
Improving sector efficiency and governance, through

· implementing the new education management model (institutional reform) and fostering institutional capacities of devolved sector units

· Implementing information systems for institutional efficiency, and

· Strengthening the education statistics systems (AMIE). 

3.2
Expected results and main activities

Expected outputs related to the areas of support, to be further detailed in the annexes to the present action fiche, include: 

· 56,000 teachers of basic education comprehensively trained to incorporate the new curriculum into classroom day-to-day activities, including specific training in environment sustainability and climate change as a crosscutting issue in education curricula.  
· Free delivery of textbooks containing new curriculum delivered in a timely manner to a least 92% of students from grades 1 – 10 (basic education).  

· Conformation and capacity building of education circuits with devolved responsibilities and resource administration schemes. 

· Improvement of internal information and statistics system to be an effective decision and management resource.

· Improvement of result-oriented budgeting process of the education sector through supporting related Public Finance Management (PFM) reforms.

· 84.5% of gross completion rate of basic education cycle (10 grades).

3.3
Risks and assumptions

Following the previous assessment, the main risks are essentially external:

· Failure to approve an Education Law in the National Assembly. This is a high risk because many of the reforms that are planned for the sector will be secured if the law is approved (in line with those reforms). 

· Institutional reform of the Ministry of Education recently approved by the government authorities will encounter resistance from the Ministry's employees. This could affect both the implementation of the New Education Management Model and the implementation of the information systems to improve institutional efficiency. 

· National Teacher's Union probable resistance to education districts reform. This risk is considered low as the Teachers' Union is active involved in the discussion of the new education law.  

· Impossibility to comply with 0.5% of GDP budget increase for education sector forecasted in 8th policy of DEP. Due to the high budget deficit and increasing fiscal pressures, it is possible that the government will not be able to achieve the 6% mark in education budget by the year 2012. The SBS is itself a way to mitigate this risk and will ensure that key reforms are advanced even if global budget targets are not entirely met.

· Lack of external scrutiny of financial statements by the legislative. This risk is a medium level risk as the National Assembly is undergoing a process of institutionalization – it took up duties on 30 July 2009 - in accordance to the principles as set out in the new Constitution. For the first time, the Assembly counts with a specific Economic and Tax Commission which is in charge of the approval and follow-up of the annual general state budget and its implementation. Despite previous legislative practices in Ecuador, since 2009 it is the Assembly who approves any budgetary adjustment during the fiscal year and receives half-yearly a budget implementation report from the Government
.

According to the recent ROM findings, the European Commission shall establish a comprehensive follow-up and management of risks strategy, mainly concerning macro-economic and sector performance. This will be developed in the frame of a joint donor approach at the Government led Sector Harmonization Table. 

3.4
Stakeholders

The Ministry of Education is the principal actor in the implementation of the DEP holding a recently strengthened leadership in the sector. The education community, including teachers, students and parents, as well as the teachers' union, where widely consulted during the DEP preparation workshops. Other key stakeholders include the Ministry of Social Policy Coordination, the Ministry of Finance, the National Planning Secretariat (SENPLADES), the Ecuadorian Agency for International Cooperation (AGECI), local Authorities, the International Donor Community, Civil Society, NGOs and Universities. AGECI leads the Education Sector Donor Harmonization Table and coordinates international cooperation within SENPLADES. 

Thus, this Education SBS is being developed in close consultation with key stakeholders led by AGECI and the Ministry of Education, who implemented an effective and efficient inter-institutional consultation process to determine the priorities addressed in this action fiche.

3.5
Crosscutting Issues

Cross cutting issues, as stated in the European Consensus on Development, are not explicitly stated in the DEP, however, they are deeply rooted in Ecuador's educational system. For instance, the first module of the Adult Literacy Program is designed so that participants learn their basic human rights while learning how to read and write. Ecuador's new curriculum for basic education, adopted at the beginning of 2010, addresses gender equality, democracy, children's and indigenous people's rights, environmental sustainability and health prevention as cross cutting issues. Promoting both equity in access and quality in education will ultimately derive in complying with the entire list of cross cutting issues stated in European Consensus on Development. Furthermore, as the first four of the DEP policies favour universal coverage of education services, children's right to education and gender and indigenous inequality are directly addressed as well.

Further on, this SBS will address directly the issue of environmental sustainability and climate change, as it will be included as one of the variable tranche disbursement criteria. Ministry of Education authorities have provided information as how the issue has been included as a cross cutting issue within the new basic education curriculum, specifically within Natural Science
.

4.
Implementation issues

4.1
Method of implementation

Direct centralised management - The support given by the European Union to the DEP is to be implemented under the modality of sector budget support. The funds will be accounted in the Ecuadorian General State Budget and transferred to the government’s Single Treasury Account as revenues to support budgetary execution. 

4.2
Procurement and grant award procedures 

The complementary support measures will be directly managed by the EU following its contracting and implementation rules, such as technical assistance (TA) contracting through frame work contract, civil society surveillance grant or local service contract for visibility purposes.

All contracts implementing the action must be awarded and implemented in accordance with the general and specific conditions of the Financing Agreement and with the procedures and standard documents laid down and published by the EU for the implementation of external operations, in force at the time of the launch of the procedure in question. 

Participation in the award of contracts for the present action shall be open to all natural and legal persons covered by the Financial Regulation applicable to the general budget. Further extensions of this participation to other natural or legal persons by the concerned authorising officer shall be subject to the conditions provided for in articles 31(7) and (8) DCI.

Concerning the specific rules for grants, the essential selection and award criteria for the award of grants are laid down in the Practical Guide to contract procedures for EU external actions. The maximum possible rate of co-financing for grants is 80%. Full financing may only be applied in the cases provided for in Article 253 of the Commission Regulation (EC, Euratom) No 2342/2002 of 23 December 2002 laying down detailed rules for the implementation of the Financial Regulation applicable to the general budget of the European Union.

Derogation to the principle of non-retroactivity: a grant may be awarded for an action which has already begun only if the applicant can demonstrate the need to start the action before the grant is awarded, in accordance with Article 112 of the Financial Regulation applicable to the general budget.

4.3
Budget and calendar

The total budget for this program will be € 34 million of which € 33.3 million will be budget support and € 0.7 million will be for complementary actions. It is proposed a non-targeted sector budget support programme in four instalments corresponding to fiscal years 2011, 2012 and 2013. The foreseen financing modalities are those of a standard result-oriented sector budget support (SBS) programme based on the combination of fixed and variable instalments. 

The commitments, in millions of Euro, will be distributed as follows:

	Commitment/Years
	N
Euro
	N+1
Euro
	N+2
Euro
	Total
Euro

	Support to the DEP
Fixed tranche
	14 M
	-
	-
	14 M

	Support to the PFM reform process
Fixed tranche
	-
	0.8 M
	-
	0.8 M

	Support to the DEP
Variable tranche
	-
	10.5 M
	8 M
	18.5 M

	Complementary support measures

	0.1 M
	0.325 M
	0.275 M
	0.7 M

	Total
	14.1 M
	11.625 M
	8.275 M
	34 M


The programme will include some complementary support measures such as visibility, continuity of the civil society surveillance programme, a second PEFA study and a final evaluation of the programme. A light technical assistance package to State institutions will be available upon request of the national authorities. 

The complementary support measures will be directly managed by the EU following its contracting and implementation rules, such as technical assistance (TA) contracting through frame work contract (evaluation and PEFA study), civil society surveillance grant – preferably with a national, highly specialized non state actor as intended beneficiary - or local service contract – with national publicity company. 

The fixed instalments will be disbursed in full upon fulfilment of the general conditions. 
The amount of the variable instalments to be disbursed will depend on the basis of the results achieved. To this end, each performance indicator is weighted and achievements will be measured against agreed annual targets. 

The period of implementation of the financing agreement is 48 months: operational duration shall be 36 months and the closure phase 12 months.
4.4
Performance monitoring and criteria for disbursement

An annual meeting with all stakeholders (namely, Ministries of Education, Ministry of Finance, SENPLADES, Ministry of Environment and Social Sector Coordination Ministry) is foreseen as best way of preparing the disbursement request. Minutes of this meeting will be part of the disbursement request. Likeminded donors will also be invited to this meeting. 

The fixed instalments will be disbursed in full upon fulfilment of the general conditions, as follows:

	Area
	Condition
	Means of verification

	Macroeconomics 
	Stability oriented macro-economic policy
	Monitored on the basis of IMF Art. IV consultations and/or other information sources, for example: Reports of the Central Bank, budget execution reports by the Ministry of Finance, and reports of the progress of National Economic Development programs (SENPLADES).

	Public Finance Management 
	Satisfactory progress in the implementation of Public Finance Management reforms
	Monitored through regular diagnosis and national sector reports (Ministries of Finance and Education).

	Sector Policy – Decennial Education Plan 2006-2015
	Sustained progress in the implementation of the Decennial Education Plan 2006 – 2015
	Reports of the annual activities under the policies of the DEP, education statistics, sector budget implementation (Ministries of Education and Finance), reports of the DEP civil society follow-up, eventual Joint Donor Round Table reports will be taken into account.


The variable tranches will be disbursed fully or partially on the basis of results achieved against performance indicators measuring progress in the education sector:

The following is a sample of indicative objectively verifiable indicators to be used in the action:

	No.
	Indicator
	Baseline
	Goal
	Weighting
	Definition of Indicator
	Verification Sources

	
	
	2009
	2010
	2011
	
	
	

	Quality education

	1a
	Number of basic education teachers trained to implement new basic education curriculum
	0
	28.000
	56.000
	15%
	Number of teachers who finalized the comprehensive training in the new basic education curriculum
	Ministry of Education Report, based on internal data base of approved teachers with training.

	1b
	Number of teachers trained in environmental/climate change subject within the natural science curriculum
	0
	18.000
	36.000
	15%
	Number of teachers who finalized the training in environmental/climate change subject within the natural science curriculum 
	Ministry of Education Report, based on internal data base of approved teachers with training.

	2
	Free textbook delivery 
	89.4%
	> 90%
	> 92%
	10%
	Number of students in basic education in public schools receiving free textbooks / total students in basic education in public schools. 

In the year 2011 the textbooks provided will include the new basic education curriculum. Grades 4 through 7 will receive hardcover textbooks which are expected to last for the next three years
	Employment survey of  National Statistics and Census Institute

	Access and efficiency in education

	3
	Gross completion rate of basic education cycle (10 grades)


	81.4%
	83%
	84.5%
	20%
	# of students promoted from basic education (10th grade) / population at corresponding age (14 years) 


	AMIE (for promoted students) and INEC for estimates of population.

	Governance and institutional efficiency

	4
	School circuits operating 
	0
	20
	80
	15%
	A school circuit is a group of education institutions that share a geographical and social space, which are associated through an administrative center (AC) located at one of the institutions. The AC administers all of the schools´ resources designated for operation and maintenance costs related to the schools attached to each circuit. 
	The government financial information system (E-SIGEF) and Ministry of Education financial reports.

	5
	Information systems for institutional strengthening 
	3 


	6 


	9 


	15%
	Total number of information systems that are designed and implemented in the Ministry of Education in order to improve efficiency as part of the Information System of the Ministry of Education (SIME)
	Ministry of Education systems reports.

	6a
	AMIE strengthening

Timeliness of recollection of information 
	85,2%
	86%
	90%
	5%
	Number of education institutions which have reported initial and final annual statistics and information on a timely manner / Total number of education institutions.
	Ministry of Education systems reports.

	6b
	AMIE strengthening

Publication of education statistics, time series and indicators
	0
	1
	1
	5%
	Annual publication of official and audited education statistics, time series and indicators, including the under mentioned indicators:

-Gross enrollment rates, Transition rates, approval rates, desertion rates, terminal efficiency rates.
	Statistics officially published


Data for the indicators to be used for the disbursement in the year n tranche will refer to performance in year n-1. The calculation of the amount to be disbursed will take place during the month of April every year in order to be adequately considered in the Budget Law for the next year. Undisbursed funds from the variable tranches will be available for complementary measures within the frame of the sector budget support (SBS).

4.5
Evaluation and audit

As complementary measure, a final evaluation will be done to systematize the lessons learnt and to assist in the preparation of an eventual successor programme. Evaluation contracts will be signed by the EU.

4.6
Communication and visibility

Communication and visibility will take place mainly on the occasion of announcement and transfer of funds through press releases, conferences, on the occasion of sector's performance reviews and on the occasion of civil society follow up reports, etc. Communication activities will be included as part of the complementary measures.

� 	Source: Ministry of Finance 2006 Codified Budget and Central Bank GDP estimates for 2006


� 	Source: Ministry of Finance 2009 Budget and Central Bank GDP estimates for 2009.


� 	“Tendencias de Gasto Público Social en América Latina”, Espíndola. 2007. Cepal. 


� 	Informe Resultados de Reducción de Pobreza y la Desigualdad (2006-2010). Senplades, �HYPERLINK "http://www.senplades.gov.ec/c/document_library/get_file?uuid=12e42f6b-f077-4911-96c7-d11f073101a8&groupId=18607"�http://www.senplades.gov.ec/c/document_library/get_file?uuid=12e42f6b-f077-4911-96c7-d11f073101a8&groupId=18607�





� 	Source: Ministry of Finance and Central Bank.


� 	Source: Economic Council for Latin America and the Caribbean, ECLAC.


� 	Source: Ministry of Finance and Central Bank. 


The ROM carried out in December 2009 for PAPDE I also identified the need to improve cost analysis and medium term planning capacities in the Ministry of Education.


� 	This model does not include transferring responsibilities to local governments.


� 	AMIE means "Archivo Maestro de Instituciones Educativas".


� 	World Economic Outlook – Rebalancing Growth, April 2010.


� 	Banco Central del Ecuador (�HYPERLINK "http://www.bce.gov.ec"�www.bce.gov.ec�) 


� 	The publication of the report is so far not authorized by the Ministry of Finance and thus shall be used between European Commission and the line Ministry as an inter-institutional working document. 


� 	The policy objectives in DEP are aligned to international commitments such as Education For All (Dakar 2000) and the Millennium Development Goals. 


� 	Upon request of the National Assembly, the parallel sector budget support programme PASES will support with technical assistance the creation of a working group within the Economic and Tax Commission for a close surveillance of State budget implementation. 


� 	Regarding the new curricula for basic education, refer to: �HYPERLINK "http://www.educacion.gov.ec/"�http://www.educacion.gov.ec/�





� 	The overall budget for complementary support measures is based on the following indicative breakdown: € 310.000 for technical assistance, € 140.000 for PEFA analysis (2012), € 120.000 for civil society follow up, € 100.000 final evaluation and € 30.000 for visibility.
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