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1. PART | —EXECUTIVE SUMMARY

The Commission decided to align the timing of th&l-term review exercise to the
Kabul Conference which took place on 20th July 2010. This has esdia continued
dialogue with the Afghan Government up to and fwellgy the Conference.

This CSP Mid-Term Review (MTR) has taken into actothe results of the Kabul
Conference. The MTR has also been closely alignéd the review of EU engagement
in Afghanistan (and Pakistan) which proceeded utiteiguidance of the EU Presidency
last year. The outcome of this latter review waseagent to a newPlan for
Strengthening EU Action in Afghanistan and Pakistan(the ‘EU Action Plan’), which
identified areas for more strategic overall EU egeyaent and co-ordination in both
countries. The aim is for better alignment of Elbgammes and resources in key
sectors, covering both European Commission (EC)ageth assistance and Member
States’ bilateral assistance.

The political, economic and social developments tizae taken place in Afghanistan in
the last three years as well as the reinforced doment from the EU to strengthen the
rule of law and governance in the country confilme validity of the CSP 2007-2013.
They have, in turn, allowed the Commission to reyi@ipdate and better focus the
priorities of its future development cooperatiorthvhAfghanistan under the MIP 2011-
2013.

Recentinternational conferenceson Afghanistanin London (January 2010) and Kabul
(July 2010) have reaffirmed development challenged priorities of the country.
Moreover, the Kabul Conference underlined the irtgpare of the Government of
Afghanistan now taking a greater lead in all arehgs development, governance and
security, with the international community suppagtit in this process. Key priorities to
achieving this will be fostering greater Afghan @sship (‘Afghanisation’) including
responsibility and accountability of the Governmivtards the people; building up sub-
national governance and the rural economy; stremgtly rule of law and fighting
corruption. All these priorities are at the centfethe current EU strategy and Action
Plan in Afghanistan.

Afghanistan’spresidential electionsin August 2009 took place in the context of a ileag
democratic progress. Initially, the country had et on an energetic pace to establish
state institutions following the first presidentad parliamentary elections in 2004 and
2005, respectively. Since then, thgrowing insurgency has put pressure on
Afghanistan’s democratic process. This was refteate the electoral process, which
suffered from both low turnout and significant fdaia parts of the country.

Progress across other sectors in Afghanistan ifaidew years has been mixed. For the
security sector, there has been progress in Afgltearis National Army but the civilian
police and justice institutions are lagging behintighlighting the need for accelerating
the pace of reforms and for more strategic, semtie@nted EU support. Given slow
progress on civil service reform and overall ingidnal weakness, corruption has



become pervasive, providing fertile ground for Adgistan’s dependence on the drugs
economy.

Similarly, little progress has been made to faaiéit private sector development and
private investment, much needed to provide for eown growth and sustainable
employment. In the health sector there have bebieaments and the EU has been a
prime donor here. That said, Afghanistan is stilloagst countries with unacceptably
high infant mortality and child-birth-related mditg of women. Social, political and
economic advancement of women remains extremely. slo

In view of the above, it is therefore proposed tthance the strategic focus and
allocations in the MIP in respect of the three fosactors (rural development;
governance and rule of law; health & social protegt as well as for regional
cooperation (non focal sector). This should allosttér deployment of resources under
the MIP 2011-13 as well as afford greater EU cawtion and joint action, in line with
the EU Action Plan.

In the rural development sector, the new MIP withdo adopt a more integrated rural
development approach with emphasis on strengtheluogl governance structures.
Support to rural development will encompass alt@radivelihoods, diversification of
the rural economy and enhancing the role of theafeisector. In governance and rule of
law, and in health and social protection, EU suppoll seek to focus more on reform
and institution building accompanied by a strongelicy dialogue. There will also be
greater emphasis on the regional dynamic, in pdaicAfghanistan’s relations with
Pakistan and Central Asia addressing the need doe practical cooperation at regional
level.

Finally, it is proposed to reinforoeross-cutting themessuch as gender and children's
rights, capacity building and sub-national govensrMore specifically, policies in the

area of counter-narcotics and disaster risk rednatiill also be pursued where relevant.
Throughout, the approach of the EU will be to supfize Afghan Government and other
Afghan stakeholders in pursuit of key MDGs, esdcia poverty reduction, health and

gender.

In summary, the MIP 2011-13 is designed to reirddtey areas of the EU Action Plan
and in doing so, support some of the priorities pragrammes that have come from the
Kabul Conference, including for example new natiormogrammes in rural
development, agriculture and governance. The amouthout will be to support the
Afghan Government in following through on the cortments it made at Kabul in July,
namely to“achieve meaningful improvements in the lives ajhah citizens through
more effective delivery of services, provision giiible economic opportunities and
achievement of national stability”.



New Multiannual Indicative Programme 2011-13 compaed to 2007-10

The indicative financial allocation for the 2011813 period is EUR 600 million (as
compared to EUR 610 million for the period 2007-@Q1an increase of over 30% per
year. Taking into account the lessons learned dutire MIP 2007-10 and recent
important developments, on Government side (Kalmif€ence process) as well as on
EU side (EU Action Plan), the indicative breakdoefrfunding into focal and non-focal
sectors is as follows:

Allocation Allocation
2007-10 2011-13
Focal sectors Focal sectors
Rural Development

Rural development 30% (including mine action) 35-40%
Governance & Rule of Law 40% Governance & Rule of Law 35-40%
Health 20% Health and Social Protection 18-21%
Non-focal sectors Non-focal sectors
Regional Cooperation Regional Cooperation
Social Protection 10% 2-4%
Mine action

The non-focal sectors section for the new perio@1203 has now only regional co-
operation, with mine action absorbed within theafosector of rural development and
health and social protection linked as one foceladector.



2. PART Il - CONCLUSIONS OF THE MTR PROCESS
2.1. Political, economic, social, andenvironmental situation

The political situation has become increasingly challenging since 2006.fUietioning

of the government and representative institutiaftepugh relatively stable and gradually
evolving, has widely been perceived among the Afgpablic and the international
community as disappointing and ineffective in naving fulfilled the high expectations
raised during the post-Taliban transitional pedod reinforced in subsequent high-level
international conferences. The eventual impactefreform package announced at the
Kabul Conference in July 2010 remains to be seen.

Deterioratingsecurity is the overarching factor that hampers the esfainient and
expansion of basic public services in progressivalger parts of the country. The
systematic outreach of the international militaoyces from early 2006, in particular in
the south and east initially intended to deal wigmnants of insurgents, has been met
with a growing remobilisation behind the Talibarusa. Where military superiority is
achieved in areas, it is often not matched by cieffit local capacity in governance and
law enforcement to ensure lasting peace and sestaiolitical and economic integration.
This situation poses a severe challenge to theftiamee of international stakeholders and
their priorities in the fight against terrorism aodntrol of narcotics. The US review of
military engagement in Afghanistan, in December 20@hich committed an extra
30000 US troops, reflected the need for a surge iitami engagement, albeit with an
18-month time-line.

Following the International Conference on Afghaaisin March 2009 in The Hague, the
new vigour in international military operations Hasen matched by a civilian ‘surge’ in
terms of increased assistance to governance anhatitmal and sub-national levels.

Presidential and Provincial Counéilectionstook place for the second time in August
2009, this time directly managed by the Afghan-iedependent Election Commission.
Turn-out was significantly lower than in 2004/05jedto poor security, but it was an

important indication of reduced public interest dadisapproval of the incumbent

government). Reports of widespread fraud necesditat extensive re-count. In the end
a second round of elections did not take place, ttudghe opposition candidate

withdrawing; President Karzai was sworn in on 1%&tber 2009.

On 18 September 2010, the Parliamentary Electicere Weld in Afghanistan. Election
day was marked by a significant number of secuntydents. There have been early
indications of fraud throughout the country andniany places low turnout. Final results
are expected in November.

The government has at times given little attentamhuman rights, with no progress on
transitional justice, and slippages on issues edlab women's rights and freedom of
expression. Increasambrruption, in particular abuse of power and tacit involvemian
the narcotics trade among the ranks of the poanmhgtioning police and justice system,
have been highly detrimental to public perceptiohthe government's legitimacy.



With recognition of theegional dimension in particular as regards Pakistan, there is a
growing international consensus on how to real@®&ete improvements in cooperation
on economic and trade issues between Afghanistanitaneighbours in South and
Central Asia. A number of regional fora, for examplhe Regional Economic
Cooperation Conference on Afghanistan (RECCA), sedbster regional links in trade
and transit as well as border cooperation. But @@sgin many aspects is sloathough

a trade and transit agreement between AfghanistdrPakistan was agreed in July 2010
and there has also been some fruitful cooperatiothé area of border controls, for
example in stemming the flow of drug precursors.

In the area otounter-narcotics a number of regional programmes, including urtier
UNODC, are targeting the flow of precursors intagAdnistan from Central Asia, Iran
and Pakistan as well as the strengthening of regidrugs control networks, utilising
existing regional structures such as the Econongop@ration Organisation based in
Iran. These regional initiatives cover not only Adgistan and Pakistan but also the
Central Asian countries (Tajikistan, Kazakhstan, rd¢gstan, Uzbekistan, and
Turkmenistan) as well as Azerbaijan and Turkey. hSuegional counter-narcotics
programmes remain a priority for EU funding, bathterms of achieving greater regional
stability and also in view of the fact that morantB0% of heroin in Europe originates in
Afghanistan.

With the global crisis having comparatively litliecal impact, theeconomic prospects
for Afghanistan appear less gloomy than expectdibviong the setback in 2008.
Economic growth has picked up from an exceptionkdly 3.4% in 2008 caused by a
low, drought-affected wheat harvest and a steepinduel and food prices. Growth is
highly likely to rebound in 2009-10, mainly dueitoproved performance in agriculture.
The recent floods in Pakistan may neverthelessceethe initial forecast of 10% growth
for 2010/2011 with an expected negative impactroparted food prices. As agriculture
accounts for a third of the GDP (excluding thecitlidrug economy), adverse weather
conditions have an immediate impact on overall entun performance. The currency
exchange rate is closely tied to the US$ and resnsiable at around 48-50 Afghani.
Official exports, starting from a very low basepghhealthy growth and are estimated at
€464 million, but imports are 14 times as high £€Billion in 2008—-09), increasing the
trade deficit from @.60 billion to €5.2 billion. lllegal exports — nmy narcotics,
including 'Afghanistan's close to 90 share in the 'world's illicit opium production —
continue to play an important role in the Afghammamy. The opium sector remains
Afghanistan's largest source of export earningbdagh unrecorded) and a major source
of incomes in the rural areas, even if dampeningldvoarket prices for heroin and
increasing wheat prices are considered signifi¢aotors in reducing the area under
poppy cultivation. According to IMF estimates, srgligg and unofficial transit trade
accounted for over €1.2 billion in 2008/2009.

Raisingdomestic revenueswhich presently stand at aroun&o7of GDP, remains a
major concern and a considerable constraint orrtefto increase the national share in
public expenditure, which currently amounts to I&isan 2®. The government has
effectively addressed the stagnation in customeme®s and has started an ambitious
programme to reform and further build up its fissgstem. However, persistent low



public sector budget execution rates highlightlittnés of the Afghan state's capacity and
are a growing reason for concern.

Despite the good progress reported in the heatlredncation sectors, Afghanistan ranks
181 out of 182 countries on the Human Developmedéx for 2009. According to the
recently released Poverty Profile (World Bank) tisional poverty rate is 36 percent.
The country continues to lag far behind its neiglibdn basic provision for water and
sanitation, while the health status of the popafats among the worst in the world. The
infant mortality rate alone stands at 151.95 pé01ldve births in 2009, more than twice
the figure of neighbouring Pakistan. High fertilitgtes pose a threat to female health,
constraining the sustainability of development pangmes in general and hindering the
empowerment of women. The gender gap in all dinoerssiof human and social
development (education, labour force participatidecision making within households)
continues to pose a challenge to advancing gendgiitye in Afghan society.
Nevertheless, some indicators (e.g. increasing lEnmimary school enrolment,
increasing age of women at first marriage) hirgragressive empowerment of women.

Large-scale cross-border movementseffigeeshave come to a halt, with an estimated
5.6 million Afghans having returned since 2002. dany of them live in appalling
conditions around the main urban centres, it remafrihe utmost importance to continue
addressing their reintegration in society. Theeeahigh number of irregular movements
to Iran and Pakistan, mostly for economic purpos@sl UNHCR is also observing a
noticeable increase in Afghans attempting to seasydum in European countries. Some
2.65 million registered refugees remain in Pakistad Iran, most having lived in exile
for more than 20 years or having been born outéiffganistan and not intending to
move there. It is increasingly recognised that #hfghan labour force is needed in
surrounding countries.

The mainenvironmental threat continues to be the unsustainable exploitatiotaod
and water by a disproportionally large part of prepulation because of poverty and lack
of economic alternatives. Although the developmeint agriculture and livestock
production has a significant potential to narrow fap left by three decades of war, it is
severely limited by geographical realities, withlyoft2% of the land area suitable for
cultivation, and highly adverse and variable weatitwnditions. Work on environmental
legislation and protection policies is progressimigh international support, including
from the EU, but the implementation of sustainabkgural resource management
practices continues to be jeopardized by high @djmr growth, limited education and
security risks. Little attention has been giventhe possible consequences of climate
change. This is impacting the water reserves inntleeintains and the productivity of
lower lands. Rapid urban population growth, esplgcia Kabul, is causing growing
problems that pose an immediate threat to humalthhelae to poor waste management,
lack of sanitation and safe drinking water, andpaitution.

High dependence oexternal aid, a large part of which is implemented outside the
government budget, continues to characterise tlghakf economy. There are around 56
donor agencies in the counffy The launch of the Afghan National Development
Strategy (ANDS) at the Paris Conference in JuneB2@s provided a comprehensive

1 See Annex 3 for matrices of main internationalatsrand EU Member States
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programme to mobilise the government and donorsveder, after Paris there was still a
need for greater prioritisation between sectorse Kabul Conference in July 2010
focused on transition to Afghan leadership and oship across key sectors (security,
governance and development), the so-called ‘Kabutgss’. Moreover, it has led to the
design of a first phase of 'national priority praggmes' in a number of sectors. ‘Clusters’
in agriculture and rural development, human resssirdevelopment, economic and
infrastructure development, and governance haven bestablished within the
Government structures which should enable betterdooation of donor efforts.

Weak capacity in financial management remains aomagpnstraint and does not

currently allow for direct budget support. With tlestablishment of the clusters and
priority programmes prospects for pursuing sectalevapproaches have improved. It is
still the aspiration of all donors to channel 50%development assistance through the
national budget (including through multi-donor trit;nds).

A Joint Coordination and Monitoring Board (JCMB) svaet up as part of the

Afghanistan Compact, resulting from the London @oaifice in early 2006. Co-chaired
by the government and UNAMA, the JCMB overseesrii@gonal cooperation efforts. It

is supported by standing committees and task foatesector level facilitated by a

UNAMA team set up at the end of 2008 to enhancecaatdination, as requested by the
international donor community and the governmealloing the Kabul Conference, the

JCMB will be restructured and given a stronger foom monitoring Kabul Process. It
nevertheless remains to be seen whether bilateraird are willing to compromise their

need for individual profiling and national caveatsstly linked to military presence in

favour of more unified and effective support.

2.2. EU policy context

Since July 2009, a review of the overall EU engag@nm Afghanistan and Pakistan has
been proceeding under the guidance of the EU Rnesyd The aim of this review is to
better shape the EU’s approach in the region anuidntify areas for enhanced EU
engagement. The recommendations of the review —thén form of thePlan for
Strengthening EU Action in Afghanistan and Pakistan(referred to as the ‘EU Action
Plan’) — were endorsed by EU Foreign Ministers @rQttober 2009 The Action Plan
provides a policy framework for the EU’s future aggment in Afghanistan and
Pakistan, setting out areas for a better alignnednEU approaches and resources,
covering European Commission, Common Foreign anclr@g Policy (CFSP) and
Member State assistance.

For Afghanistan, the Action Plan’s recommendatidnghlight rural development,
policing, and justice as areas of priority for het EU commitment — areas already
contained in the existing CSP. In addition, newaarare emphasised, in particular sub-
national governance and reintegration of former lzatants. National capacity building is
a cross-cutting theme, both in the Action Plan ianthe existing CSP 2007-13. The MTR
process has been running in parallel with the ia#ion of the Action Plan and has taken
on board the recommendations arising from it. Bartm up to the Kabul Conference, the

? Seehttp://www.consilium.europa.eu/uedocs/cms_dataloessdata/en/gena/110789. pdf

11



EU reconfirmed the orientations of the MIP 2011-fidlowing extensive dialogue with
key line ministries and the Ministry of Finance.

At operational level, theontext for the delivery of EU assistancéas been changing. In
the immediate years after the change in regimernational assistance was provided in a
relative vacuum in terms of state structures. Migdhnical assistance has been provided
by donors to contribute to 'state building', busemsments of needs and result-oriented
recruitment have often been insufficient. Governnies begun to emphasise the need to
increase its ownership and coordination of technemeperation, as reflected in the
Kabul Conference communiqué. The government hasntlycproduced a consolidated
technical assistance plan, mapping priority needdechnical assistance across state
institutions. However, the plan's implementatiosti#f in its very early stages. Technical
assistance within EU cooperation is now being dexign line with the EU Backbone
Strategy on Technical Cooperation

Given the country's continued ‘self-insufficien@nd its permanent high vulnerability to
adverse climatic conditions or rising food prices the world market, food security
activities will remain necessary for the yearsame. The EU funds mitigating measures
to increase revenues and access to food as wétl erease agricultural production.
Afghanistan has been selected as a beneficiarheoFdod Facility for an amount of
€24m. As Afghanistan is a landlocked country, it deggen its neighbours for food
imports. Proper planning and management of the sugply requires adequate regional
production and market information systems, as vesll adequate trade and transit
agreements with neighbouring countries. This regliompproach is currently
undeveloped.

2.3. Achievements and lessons learnt

The deteriorating security situation (see sectidl) Bas undoubtedly had a significant
effect on all donor activities in Afghanistan, inding those of the EU. Donors are
reassessing the scope and reach of their assispmogeammes and the modalities of
delivery. However, despite this difficult contettie MIP 2007—-10 has been largely rolled
out according to schedule and has had an impaarre of its key areas.

Under rural development, irrigation facilities for over 15000 ha of land are being
improved. This is accompanied by reinforcement @hmunity-based natural resource
management in the north-eastern Panj-Amu RiverrBasd a new approach to water
basin management, which has been extended to akterel through the Water Law
promulgated in 2009. Efforts are being made tosted#dish the national agriculture
system, ensuring a rapid increase in high qualittpat from the seed and fruit tree
nursery industry and a functioning nationwide ey service. Important support has
been given to the preparation of the new Natiorgticultural Development Framework
and the change management process initiated in2608: The EU remains a major
partner in the priority investment programmes fomeunity infrastructure and local

% For a copy of the EU Backbone Strategy on Tech@oaperation see:
http://ec.europa.eu/development/icenter/reposibasibone_strategy technical_cooperation_en.pdf
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development, such as the National Solidarity Prnogna and National Rural Access
Programme, which have been widely acclaimed.

The approach pursued in this MIP will be to reisrounter-narcotic efforts through a
range of activities, covering rural developmenty kenforcement and public health. In
the rural development sector, this support will bet through stand-alone alternative
livelihoods programmes, which have in the pastdtiie find effective alternatives to
poppy cultivation. Rather, more integrated ruravedlepment programmes will be
supported, targeting general economic well-beingtioer with strengthened governance
and improved delivery of key services.

Assistance from the EU Budget seeks to ensure pasiec health care for one third of
the Afghan population and provides extensive supfmr administrative reform and
capacity building in the Ministry of Public Heal{fMoPH) at central and provincial
levels. The government has adopted a policy ofrachihg out basic health care service
delivery to NGOs, albeit within a well-defined framork and coordinated by the MoPH.
This approach has proven to be pragmatic and eféesb far in terms of providing basic
health services but not in terms of moving to a enorstitutionally and budgetary
sustainable Afghan model. Continued EU supportskenvice delivery under the MIP
2011-13 should therefore be addressed within threegb of promoting a sector wide
approach with key milestones in institutional refoand Public Finance Management,
together with a renewed policy dialogue.

In police and justice reform progress has been slower. There has been proigress
improving the transparency of the administratiorpolice salaries, and wider issues are
now being addressed regarding the full integratibthe Afghan National Police within
the national budget and its overall performance fahgare structure. But more is needed
in using support to leverage wider reforms in th@ige and Ministry of Interior.
Similarly, the National Justice Programme is theepted framework for justice reform,
but there is still a need for it to gain moment@again, progress has been slow due in part
to differences in strategic vision between the rmd#onal community and the
Government, as well as limited absorption capacity.the economic sphere, the
completion ofcustoms facilitiesat three of the main border crossings has coréthto

a significant improvement in the capacity for reverollection.

In terms oflessons learntthe biggest challenge to the programme is hogetd with the
consequences of a deteriorating security situagioth where to redefine interventions
appropriately to complement measures to improvieilgiaand promote peace building.
It is not the absence of support for developmerthendistricts and provinces butack

of governance and the absence of any rule of latkat constitute the main factors that
allow both the insurgency and criminal elementpucsue their causes. In the MIP 2007-
2010, this reality was correctly identified as tldtical factor for stability and
reconstruction and was the main reason for a shifpriorities to police and justice
reform at national level, an approach that will iaintained for the coming period.
However, continued efforts are needed to link aeitel integrate such support if it is to
lead to tangible results at local level. The recewtsening of the situation around
Kunduz in the north demonstrates that extensivestment in rural development and
health care can be easily jeopardised if not acemmep by adequate measures to
guarantee minimum levels of functional governanuwt ralle of law.
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Experience, including EU-funded research, has armdpiyonstrated that in the case of
Afghanistan control of the cultivation of illicitraps to produce narcotics is a matter of
effective measures to curtail processing and miadceSpecific programmes promoting
alternative livelihoodssuch as those funded under the multi-donor CouNgerotics
Trust Fund (CNTF), have turned out to be ineffextinstead, such funding must be fully
integrated within mainstream national rural investin programmes, taking into
consideration all aspects of local potential anel nkeed to balance development efforts
across the country.

In the absence of the minimum preconditions forviaing direct budget support to the
government,multi-donor trust funds such as the Afghanistan Reconstruction Trust
Fund (ARTF) and the Law and Order Trust Fund foghnistan (LOTFA) will continue
to be important instruments for promoting donomgm@thent, national ownership, and
accountability. The EU is channelling a large pdrits funding in this manner, aiming to
move towards the preconditions for a budget supgowironment (including the
introduction of performance-related indicators @edtor-wide approaches). As a major
contributor to LOTFA and ARTE the EU’s main concern is being able to influetiee
international community’s dialogue with the Afghgavernment on a range of matters
relating to reforms in the public sector and in kegtors such as the police and judiciary.
Leveraging reforms through support for the govemirserecurrent budget, through the
use of trust funds, remains an important elemerdanor engagement in Afghanistan.
Such an approach on the part of donors can prarideffective platform for dialogue
with the Afghan government in terms of taking fordvadhe reform agenda. The EU is
playing a leading role in this respect through stsstantial support for LOTFA and
ARTF. Following the Kabul Conference, it is cledhat ARTF, in particular, is set to
have a further role in financing national prioriyogrammes in the coming years. This
will necessitate changes in the governance strectithis trust fund.

Although EU projects have been concentrated inetst and north, there is limited and
progressively less scope for actively pursuing ranst geographical focus.A large
number of bilateral donors, including EU Membert&ahave aligned their development
assistance with their military presence. For thghah government, this has created
problems in pursuing a more balanced approachahomating resources according to
national priorities. In line with the principles dhe ‘Kabul process’ therefore, EU
funding for national priority programmes will be gpided without any conditions
regarding geographic location.

The 2009MTR stakeholder consultatior? concluded that the choice of focal sectors
remains relevant and is in full alignment with theDS. This was also reconfirmed with
the Government at the time of the Kabul Confereddere was a general satisfaction
with the EU programme but also an explicit demamtutther pursue better coordination
among donors, give more attention to capacity Ingldand strengthen local governance
structures. These orientations are fully in linghwthe principles set out in the Kabul
Conference communiqué.

4 see Annex 8 — Multi Donor Trust Funds
® see Annex 4 — the MTR process
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2.4. Conclusions

Based on the above review, the Multiannual IndveatProgramme 2011-2013 will
maintain a sectoral focus on rural developmentgavernance and rule of law, and on
health. The previous non-focal sectors of mineoactand social protection will be
incorporated into the focal sectors of rural depetent and health respectively. In
addition, support will be maintained for regionabperation, as a non-focal sector. This
approach confirms a proper division of labour atlEel, with other relevant areas, such
as education, public finance management, and prsettor development, covered by the
UK, DE, SE, DK, and NL. The funding of large infragture for transport and energy is
to be left to the international development bank¥he progress on achieving better aid
alignment at an EU level is reflected in the resoftthe OECD 2008 Aid Effectiveness suftigy

In October 2009 the EU adoptedPan for Strengthening EU Action in Afghanistan
and Pakistan (the EU Action Plarl) with the aim of enhancing and consolidating the
EU’s action in the two countries. In adopting thetidn Plan, the European Council
declared the EU’s renewed readiness to assist etimgethe challenges of the region, in
cooperation with the countries concerned and thes Eiternational partners. In addition
to this Plan, the EU has established a single septation in Afghanistan from April
2010 onwards, integrating the European Commissieledgation with the EUSR office
for Afghanistan, which is contributing to furthemproving and facilitating the
coordination of civilian assistance efforts.

The EU will seek to further enhance the effectigsnand impact of its assistance in line
with the principles set out in the Kabul conferemoenmuniqu& Specifically, this will
include:

» Promotion of greater national ownership by incregshe level of donor assistance in
support of ‘on-budget’ expenditure. Modalities #&webe explored to promote sector
approaches and increase the use of governmentnsysteherever feasible. As
affrmed by the Kabul Conference, this approachuies the government should
rigorously pursue improving its public finance mgement systems, reduce
corruption, improve budget execution, and increasenue collection to finance key
national priority programmes. Where feasible, supdor Ministries is to be
consolidated on the basis of sector support progresnthat may combine the
different aid implementation modalities, but whislhould clearly guide and channel
the multiplicity of donor initiatives.

» Accelerate capacity building as an integral paralbfdevelopment interventions at
national, provincial and local level, in the pubdis well as in the private sectors, and
where possible through well-coordinated nationaindernational mechanisms. This
is needed to reduce dependency on long-term extéechnical assistance by
resolving the enormous human resources gap tiia iesult of decades of war.

® For more information on donor coordination andsion of labour between donors please see annex 3
” http://www.consilium.europa.eu/ueDocs/cms_Data/fiwessData/en/gena/110789.pdf
8

See:
http://unama.unmissions.org/Portals/lUNAMA/Documéfiabul%20Conference%20Communique. pdf
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» Emphasise the outreach of government serviced melalvant sectors to the Afghan
population across its 34 provinces, 360+ distiéetd 4000+ villages, combining the
above principles, namely reinforcing capacity biniddat local level and pursuing the
delegation of responsibilities in planning and ntomng budget execution to
provincial, district and, eventually, village coulsc
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3. PART Ill: MULTIANNUAL INDICATIVE PROGRAMME FOR 2011-2013
3.1. Focal sector |— Rural development and mine action
3.1.1. Main prioritiesand goals

Eighty percent of the population live in rural aeand the majority are engaged in
agriculture. Only 12 of the country is suitable for agricultural pratian and less than
half that area is irrigated. The rehabilitation adension of irrigation as well as the
production of improved planting material for ann@eld perennial production remain
essential. Large land areas are used for animatbrg, which constitutes another major
source of livelihood for the rural population.

In addition to agricultural development, the coynpresents huge challenges in rural
areas because infrastructure and climatic conditimnder very difficult access to
services such as health or education, but also #wkets. The socio-economic
environment is not very conducive to private sedtorestment. EU assistance will
continue to focus on rural development, mainly tigio support for the relevant national
priority programmes.

Proper geographical and sectoral allocation of cecajovernment resources requires
adequate planning and consultation, entailing proeidget preparation and
implementation, supported by reliable public firancmanagement. This requires
strengthening capacity at provincial, district almver levels. Rural development
activities must build on improved sub-national goamce, which is increasingly
becoming a cross-cutting element between the fo sectors of the MIP.

For focal sector I, EU assistance will maintaitigé-pronged approach. In agriculture, it
will continue to provide investment in water andtumal resources management
(including range and forest lands), planting matefincluding seeds) and animal
production, especially through animal health caihere possible, this will be done
through national priority programmes. In rural depenent, it will contribute to the roll-
out of national priority programmes. Finally, it lwicontribute to strengthening
governance at national and sub-national levels.

In coordination with other donors, the EU will puesa dialogue with the government on
sector policy support programmes and, eventuadlgios budget support. This process
will include analyses of policies, budget processpsblic financial management,
institutional capacity development, donor coordomat and monitoring and evaluation.
Technical cooperation will aim to strengthen bo#ivie delivery and the institutional
capacities of the Ministry of Agriculture, Irrigah and Livestock (MAIL) and the
Ministry of Rural Rehabilitation and Development RRD) as well as other relevant
ministries or institutions.

As concerns mine action, the widespread and indigtate use of landmines over two
decades of conflict has left Afghanistan one of i@st heavily mined countries in the
world. As of August 2008, 924 hazardous areas totalling an estimated 720resqua
kilometres of land remain in 12 of the country’s@@évinces. Accidents due to explosive
remnants of war (ERW) account for around %.®f severely disabled people. Almost
50% of the victims are children. Mines not only p@sehysical threat to Afghans, they
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also deny farmers of their livelihoods and imped&ding, resettlement, and livestock
grazing. The security situation has deterioratedhim last two years, with increased
numbers of serious security incidents, including@agimgs, kidnappings and murder,
rendering de-mining increasingly difficult.

The transition of mine action to the national auties is a key concern. The Mine
Action Coordination Centre of Afghanistan (MACCA9)rtinues to plan and coordinate
mine action in Afghanistan, but transfer of the amgement of the Mine Action

Programme for Afghanistan (MAPA) to the Departmainvine Clearance is a priority.

The main goals for this focal sector are to:

1. Increase the contribution of agriculture and rudglvelopment to the national
economy, including through diversification of theaal economy and supporting the
role of the private sector.

2. Increase resilience in the face of adverse climetieditions and to increase food
security.

3. Improve participative development processes andease institutional capacities
toward a sector-wide approach to agriculture andal rdevelopment, toward
diversification of the rural economy and an enhdmode of the private sector.

3.1.2. Specific objectives and target beneficiaries

1. Increasing investment and service delivery in adiice and rural development, in
particular in water and natural resources managgrmeproved planting material and
animal health care. Also, through contributions national priority programmes
ensure continued support to community developmeogrammes which foster the
participation of women in economic activities armtdl decision making in rural
areas (e.g. Community Development Councils).

2. Improving participative development planning anaalo governance and service
delivery; increasing coherence and synergies betwee various national priority
programmes in agriculture and rural developmentwall as synergies with other
ministries; making progress on the roadmap tow&Ws\P-readiness of the relevant
institutions, where this would provide added value.

3. Reducing the threat of injury and death posed hyes)iUXO and illegal/abandoned
stockpile ammunition for all Afghan citizens (MDGVII) and making more cleared
land available for agricultural purposes.

3.1.3. Expected results (outputs)

Expected results for specific objective(d) farmers use more productive techniques and
skills, especially for water management and holtticea production, and have better
access to production, processing and marketingtsnmervices and information; (b)
water catchment and irrigation management of sedegver basins is improved and their
social and environmental sustainability ensured|uoing greater forest coverage; (c)
accessibility in selected rural regions is impraved
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Expected results for specific objectiveltproved capacity of public administration at
central and sub-national level regarding policyanping, services and verification
functions, particularly in relation to veterinaryersices, horticulture, seeds, water
management and skills training;

Expected results for specific objectivedhistacles and threats deriving from remaining
mines, unexploded ordnance and ammunition stockp@ite removed, the population is

able to recognise and report mines and ERW, an@/BRW survivors are reintegrated

into Afghan society.

Security is the primary precondition for the propgecution of national programmes, in
particular in the eastern regions. Afghanistan’posure to increasingly unpredictable
weather patterns also poses a significant riskubzessful rural development. There is a
risk that improved water management and irrigasgatems will also improve poppy
cultivation in the targeted regions. The risk otlsuadverse effects will be carefully
monitored and appropriate mitigation strategies liagp With national priority
programmegspecific objective 1)the biggest risk to success is the commitmerihef
Afghan government to speed up the reform proceshaoministries can improve the
quality of their staff and their implementation eapy. The continuation of public
administration refornfspecific objective 2)particularly at provincial and district level, is
an important condition, particularly for the protion of local development plans. The
Commission will need to work alongside other keyais to ensure that the government
and in particular MAIL adhere to this commitment.

As concerns mine actigigpecific objective 3)the issue of security in implementation of
projects is of major concern. The main risks asoeaisited with direct targeting of mine

action personnel. Appropriate mitigation strategigéls be developed and reviewed with

the relevant civilian and military authorities. i assumed that the international
community is ready to provide assistance for a remab years to achieve agreed mine
action goals. Equally important is the availabililtimely and accurate information to

support mine action and national development pl#ms; includes keeping mine/ERW

contamination impact databases, such as the AfgtaaniLandmine Impact Survey, up to
date.

Programme-specific indicators will be set out ia televant Annual Action Programmes.
Overall indicators for national agriculture and aludevelopment programmes could
include:

For specific objective 1Figures for increases in yields, average farmnmesy livestock
and horticulture product exports and for the dewelent of orchard plantations will
provide an indicator. The number of implemented omity-based projects — targeting
for example drinking water (number of new wells gges), village electrification, rural
roads, community centres and irrigation hydraufifraistructures built — will provide
another indicator. In the long run, the numbershef rural population that continue to
live below the poverty line will be a primary indtor of the impact of national reform
programmes. In addition, counter-narcotics impadidators could be applied to measure
the success of the national priority programmestarms of providing alternative
livelihoods.
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For specific objective 2indicators for capacity building activities wilh¢lude the
number of legislative acts adopted and the numb&amed/re-trained staff in national,
regional and local administrations.

Finally, indicators for mine actio(specific objective 33ould include: the establishment
of an effective multi-year framework by the goveemt) the surface area identified and
marked as suspected hazardous areas; surfacedctégarenes; reduction in the number
of victims; and the amount of stockpiled ammunitt@stroyed.

3.14. Integration of cross-cutting themes and complementarity with other
programmes

Degradation of the environment and natural disastex major problems in rural areas as
well as some of the main barriers to long-term dghown the agricultural economy.
Measures to address environmental problems andrewtedevant, consequences of
natural disasters, should therefore be integratetie agriculture programmes described
in this section including disasters risk reductimeasures. The regional multiannual
indicative programme 2011-2013 provides for com@etary actions at regional level in
the field of disaster risk reduction.

Discrimination against women is entrenched and si¢ede addressed as part of a rural
development strategy. Gender issues should therebm addressed by all rural

development programmes funded from the EU BudgeirebVver, as observed in the

context of alternative livelihood programmes, ahhoportion of the casual seasonal
labour used for harvesting the opium crop have he@men. As such, issues of female
employment need to be factored into rural develognpmogrammes, at national and

regional level.

The key cross-cutting issues for mine action camd¢ke social and economic rights of
(mainly rural) communities and returnees in mineged areas. Important
environmental factors are inevitably associatedlite level of land contaminated by
ERW and mines.

As regards complementary actions, the focal se&oeives further support under the
Food Security Thematic Programme (Linking RelieghRbilitation and Development) as
well as the Food Facility, with a specific focusioproving data availability and quality,
early warning and market information, as well asissues such as expanding certified
seed production. These actions are in part implézdenith the same main governmental
partners, as well as with specialised internatioageéncies and non-governmental
organisations. Food security actions are closetydinated with ECHO, which provides
complementary food assistance in remote areasigrcontext, increased synergies with
the non-focal sector of social protection will hesued.

3.1.5. Financial envelope

On average, the overall allocation for national and-national rural development will be
around 35-406 of total funding over the period 2011-2013.
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3.2. Focal sector Il— Governance and rule of law
3.21. Main prioritiesand goals

The continued necessity of building the state tth&r stabilise the country, to improve
the rule of law and to increase the presence ostidite throughout the country, requires a
number of major further improvements. Under foater Il, the EU will continue to
contribute to the improvement of the police foraebetter functioning justice system,
improved border management, revenue collection @rdic finance management, as
well as improved sub-national governance. Supporthe Afghan-led reintegration
process will also be extended.

The EU aims to strengthen the reform process ofptiiece through continued policy
dialogue and support. The EU’s substantial contidiouto the funding of the Afghan
National Police (ANP) through the Law and Order skrirund, (LOTFA) gives it a
significant voice in discussions over police stggtand reforms. Under the previous MIP
2007-10, EU support was almost exclusively used gaying police salaries and
operational costs. Support under the new MIP 2@ vl be increasingly linked to
taking forward reforms in police services and theibtry of Interior. Consequently,
while future EU support will continue to providesceirces for salaries and operational
costs of the ANP, this support will need to be didko progress on the reform agenda.
Furthermore, an amount up to one third of EU reseaifor police will be available for
strengthening the quality of the police force. Eipsort in this field will be implemented
in cooperation with relevant actors.

Judicial structures have been established in aaocedwith the 2004 Constitution. The
Afghan government has finalised a National JusBeetor Strategy (NJSS) and has
agreed to implementation of reforms with the aasist of the international community
through a National Justice Programme (NJP). Pregrageforms though has been slow.
Some courts and prosecutors’ offices have benefitad the provision of equipment,
human resources and training. However, perceptidnsiprovements in securing the
rule of law remain weak. The legal institutions sti#l largely failing to fulfil their duties

in protecting people under the law and in addrgspast and current human rights abuses
and corruption. Access to justice, in particulari@men, remains difficult. The inability
of the formal justice sector to deliver increaskes thance of parts of the population
turning to the Taliban for justice. Further supgortthe reform and strengthening of the
national justice system will remain a priority. &t¢ EU assistance to the National Justice
Programme will be provided in a way which closelgk$ it to agreed reforms.
Depending on Afghan ownership of the reform ageda will assist in taking forward
institutional changes in the personnel structurfethe justice sector, including pay and
grading, recruitment and promotion systems.

Customs revenues constitute an essential pareagjdliernment’s total revenues and have
significantly increased over recent years. Theiooetd improvement of a professional
and accountable customs administration can haveset dimpact on the sustainability of
economic growth. Better quality customs servicefl improve regional trade flows
between Afghanistan and neighbouring countriess halding a supplementary source
of income. Assistance will also be provided to bloeder police.
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Finally, sub-national governance, public adminisbra reform, statistical systems, and
public finance management constitute permanentsaroting areas of support for EU
assistance, as they constitute the necessary myitdocks for a better functioning state.
The training of civil servants for national and swtional administrations will be
fundamental to this process. Future EU assistantieis area will aim at developing and
strengthening Afghan civil service training capi@sitin cooperation with the relevant
Afghan Ministries.

The main goals for this sector are to:

1. Improve the functioning of the state through im@d\governance and reform.
2. Foster the rule of law.

3. Improve stability and security (including bordecsety).

4

Increase revenue collection and improve econonoevtyr through trade, as well as
address corruption in the government, specificathere this relates to agencies and
services dealing with border management and reveuollection.

3.2.2. Specific objectives and target beneficiaries

1. Strengthening governance institutions and instrusemch as sub-national
authorities, statistical systems or administrateferm.

2. Increasing access to justice by strengtheningdhadl justice system to enable it to
better perform, and improving the prison system.

3. Promoting national and regional security by impngvihe functioning of the Afghan
National Police.

4. Enabling better control of licit and illicit traffiflows at border crossing points by
strengthening the capacity of the Afghan Customgatenent and other relevant
agencies.

3.2.3. Expected results (outputs)

Expected results for specific objectiveskiected institutions in the public administration
have adequate infrastructure and equipment and imapeoved their operational and
managerial capacity at central and provincial level

Expected results for specific objectives 1 anth®: functioning and restructuring of key
public services, particularly the national polieg\sce, is facilitated.

Expected results for specific objectives 2 and &propriate law enforcement
infrastructure is established and adequately egdiggarticularly at provincial level, with
effective inter-agency cooperation between law e@iment, prosecution and judiciary.
The skills, attitudes and practice of law enforcetrgofessionals, including those in the
counter-narcotics field, are upgraded and conteitatrespect of human rights and non-
discrimination principles.

Expected results for specific objectives 1 andcdpacity for revenue collection and
public finance management at central and provireiad| is improved.

Expected results for specific objectivetde capacity of border management and customs
services is improved so they are able to carrtiweit core functions in a transparent and
accountable manner.
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The commitment of the Afghan Government to refognithe justice and public
administration system is the key condition for ®sscin this sector. Risks include
differences in views on reforms among actors witlmia outside both the justice system
and the civil service; these will have to be miteghon a case-by-case basis through
careful negotiations and a continuing and deepemalicy dialogue. Another key
consideration is the need to promote, through disdowith the relevant partners in
government and the international community, a degfestability in pay and conditions
in the public sector, to ensure there is an ingenfior young, able Afghans to join and
stay in the civil service.

Indicators will be defined in the relevant Annuait®n Programmes. As regarsigecific
objective 1— as well asspecific objectives 3 and 4pncerning specific parts of the
public administration —— indicators could includgpacity and service delivery outputs
as well as the number of trained public sectorf,sthe establishment of merit-based
appointment/promotion systems, the number of wonsmployees, and revised
administrative procedures at central, provincial district level.

As regardsspecific objective 2ndicators could include the number of operatiar@lrts
per region, the number of trained judges and adtmators in the judicial system,
increased transparency of the promotion systenmenjustice sector, a reduction in the
duration of dispute settlements, an increased nurmbeases dealt with in the formal
justice system, increased access to defence lawyerd the number of secured
convictions in counter-narcotics cases.

3.24. Integration of cross-cutting themes and complementarity with other
programmes

The inability of the judiciary to protect human hitg effectively is a key problem.
Women in particular may experience adverse conseggefrom the virtual absence of a
formal justice system and the application by infafrjustice institutions of practices
inconsistent with international human rights latw Constitution and Afghan law. The
establishment of an effective justice system i®m$sl to address these issues. Human
rights/gender concerns will be mainstreamed injtiséce sector as well as other public
administration programmes.

Various EU programmes complement the work proposedhis focal sector. The
European Instrument for Democracy and Human Rigiypgports civil society actors (for
example, recent calls for proposals have focusegeaaceful reconciliation of group
interests and consolidating political participatiand representation). Further support
includes projects to strengthen civil society, &ilitate interaction between state and
non-state actors, and to promote peace buildingcandlict resolution funded through
the Non-State Actors in Development programme.

Finally, the EU Election Observation Mission Fiféport (December 2009) has made a
number of recommendations regarding the existiagtetal framework as well as wider
institutional issues that need to be addressedselrecommendations follow the EOM’s
presence in the country for the presidential arVipcial elections in August 2009. The
EOM Report has provided the necessary frameworkutare intervention in this sector.
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3.25. Financial envelope

On average, the allocation for governance, encosip@s justice and public
administration reform, will be 35-4@ of the total funding over the period 2011-13.

3.3. Focal sector Ill — Health and social protection
3.3.1. Main prioritiesand goals

Health indicators for Afghanistan remain amongstworst in the world, with infant and
maternal mortality for example still extremely higifhat said, progress has been made
both in the provision of primary and secondary theahre across most areas of the
country over the last 8 years. The Government hpsliay of contracting out service
delivery of health functions to NGOs. This appro&els proved to be an effective way of
delivering health services, and is largely accepigdall stakeholders. The coverage,
accessibility and quality of services have all ioyad. All service providers offer the
same health care packages defined by the MinistryPublic Health (MoPH) in
consultation with partners. These two packages rcbe¢gh basic primary care (Basic
Package of Health Services BPHS) and secondaryhheate (Essential Provision of
Hospital Services EPHS).

Three major donors are funding health care serid&AID, World Bank, EU). This
will probably continue in the coming years. Worlkdisided among donors by provinces.
The EU covers ten provinces for BPHS and five proes for EPHS. As one of the three
major donors active in the sector, the EU has apewative advantage and a privileged
relationship with the MoPH. The bulk of EU assis&in the health sector will continue
to focus on and to sustain service delivery. Howevather than continuing with its
present centralised management of assistance theténds to explore more sustainable
means of channelling its support, preferably usinggctor-wide approach. At the same
time, there is a continued need for more policyeligwment on thematic issues such as
pharmaceutical affairs, mental health care, healle financing, disability, human
resources management, financial management andrproent management. Hence the
work of the MoPH needs further development andstaste, supported through demand-
driven technical cooperation. The EU could alsostber support for the prevention and
control of communicable and non-communicable disgas

Social protection assistance will continue to foounsimproving government capacity to
provide social protection services to the most grdble groups, particularly in urban
areas. Priorities will continue to include: strdmgting capacity for policy and strategy
development; improving standards of care and sog@kers training, registration of
accredited service providers, referral systems, amohitoring mechanisms; and
enhancing inter-ministerial, donor and service mev (NGO) coordination. This entails
strengthening public-private partnerships for threvision of social care services at
national and sub-national level. This will firstdgat specific provincial capitals and later
the approach will be replicated at a national level

The main goal will be to contribute to achieving tipovernment's health care and social
protection objectives.
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3.3.2.  Specific objectives and target beneficiaries

1. Delivering BPHS and EPHS services, where necessamplemented by specific
measures in support of rehabilitation and mentaltheservices as well as
maternal health care;

2. Strengthening the budgetary and public finance mament provisions of the
health sector as well as MoPH's institutional cépan its core mandate within
the context of moving towards a sector-wide apgraache health care sector;

3. Improving the policy, legal, institutional and bwdgry framework for social
protection as well as improving service deliveryl amplementation of national
programmes for social protection.

3.3.3. Expected results (outputs)

1. Provision of BPHS at provincial level is furthenproved. Secondary health
services (EPHS) successfully complements BPHS$o&inzial level. Appropriate
numbers of qualified health staff, in particulanfale health workers, ensure
service delivery especially at provincial/distdietvel.

2. MoPH's capacity to manage and steward heatttorsdevelopment is further
improved, particularly at provincial level. Appmigte health financing
mechanisms are explored and promulgated wherébpmss

3. Through social protection activities, the eneeiy needs of vulnerable groups
are met. Vulnerable groups have improved accesguidic services with
enhanced quality. The planning, implementation eaahitoring capacities of the
social protection system at national level amthier developed. Over time their
the specific needs of the targeted vulnerable ggpuare integrated into
mainstream government policy and social programmes

Success in the health sector is dependent on cedtitlecentralisation of the health
system. In some regions of implementation, secpages a significant problem (in terms
of accessibility and staff and patient safety). ocial protection, continued government
commitment to tackling extreme vulnerability is @egondition. The Government’s

National Protection Plan needs to be implementedo T™ajor challenges need to be
addressed: (i) supporting measures to deal withinimeediate needs of the vulnerable;
and (ii) putting in place the foundations for aiabprotection system compatible with an
economy undergoing reconstruction and transition.

For health, indicators will be defined in the relat Annual Action Programmes to be
adopted, and will be in line with the Millennium B@opment Goals and the targets set
out in the ANDS.

For specific objective onéndicators include the percentage of the popubatvih access
to BPHS services, the availability of female healtirkers at each facility, the proportion
of antenatal and postnatal care visits and thegotigm of institutional deliveries, and a
reduction in infant and maternal mortality.

For specific objective twandicators include progress made in sector coatdin and in
moving towards a sector-wide approach, and furthmprovements to financial
management systems, including the streamliningiedihg channels.
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For specific objective threesocial protection, indicators will depend on tGeups
targeted and could include: the number of womerdééahouseholds supported; the
number of street children returning to school; tinenber of drug users and people with
disabilities supported. In the long term, the degte which the needs of vulnerable
groups are effectively integrated into mainstreaovegnment social policies will
constitute a valid set of complementary indicators.

3.34. Integration of cross-cutting themes and complementarity with other
programmes

Gender mainstreaming and women’s empowerment agengal to improve family
health and to ensure a minimal social safety meAfghanistan today however, women
have reduced roles outside the private domain aniletl access to health and social
services. The participation and training of womanluding support for female managers
and leaders will continue to be promoted. The hungirts of vulnerable groups, such as
people with disabilities or with a mental healtmdiion (including drug addicts), need
to be safeguarded, including by paying attentiothtoaccessibility and user-friendliness
of health services. Consideration of the effectsliohate change on healthcare provision
(for example increased prevalence of malaria anérd@orne infectious disease) should
be integrated into programmes where appropriate.

As regards complementary actions, the health seetmives further support under the
Food Security Thematic Programme (linking reliehabilitation and development) for
projects aiming at bolstering the nutrition compunef the BPHS and EPHS both at
provincial and national levels. Activities in theelfl of social protection are

complemented by the regional programme Aid to UpdoPeople, which provides

support and services to Afghan refugees in Iran Rakistan, returnees, and internally
displaced persons. ECHO provides complementaryicgsr\{including water, sanitation

and shelter for returnees, as well as food assistdiut not health services).

3.3.5. Financial envelopes

On average, the allocation for health and sociatgation will be around 18-2% of the
total funding over the period 2011-13.

3.4. Non-focal sectors: Regional Cooperation
34.1. Main prioritiesand goals

The EU will concentrate on taking forward proposatsn various regional forums, in
particular the Regional Economic Cooperation Cafee on Afghanistan (RECCA),
which held its third meeting in Islamabad in May020 Many problems in the area, in
particular for landlocked Afghanistan, can only dadressed usefully at regional level,
for example trade, transport and transit. Particaléention will therefore be paid to
contributing to the general agenda for regionalpewation, more particularly in the areas
of customs and border management, and to impro&ighan government capacity to
address regional issues, including support foMirastry of Foreign Affairs to follow up
on RECCA commitments.
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The fourth RECCA meeting, to be held in IstanbulNovember 2010, will provide
opportunities to further focus the Government'sara agenda. The EU will support the
Government of Afghanistan in the definition of aites in the areas dfade, transit
and border managementin particular.

Efforts in the area ofounter-narcotics also have to be addressed at regional level in
cooperation with inter-governmental bodies active this field, most notably the
UNODC. Support for regional precursor control pergmes and Integrated Border
Management will continue to be a priority in combgtthe narcotics trade.

The main goal will be to contribute to regional eigtation and dialogue between
neighbours to address essentially issues of traddransit and other areas of common
concern.

3.4.2. Specific objectives and target beneficiaries

1. To strengthen the Government's capacity to padieipconstructively in regional
coordination and to enhance Afghanistan's trades Wmth South and Central Asia.

3.4.3. Expected results (outputs)

1. Enhanced inter-ministerial and inter-governmentalar@ness, capacity and
cooperation on a range of cross-border issues ¢eaion social, environmental,
infrastructure, and law enforcement);

2. Legislative framework to handle remaining refugaed seasonal migratory flows is
agreed and enacted between Afghanistan and comceenghbouring countries;

3. Trade barriers are reduced and cross-border tsapmoted with enhanced security
of the ‘supply chain’ (i.e. security of goods irarsit, export and import). As and
when appropriate further assistance in the aré@d® could be provided in particular
in the area of trade facilitation and technicalisiasce in the field of competition

policy;

4. Regional structures to combat the flow of precwgsand narcotics in and out of
Afghanistan are strengthened.

Specific indicators will be defined in the relevalinual Action Programmes. These
could include the number of harmonised administeaprocedures, including customs
procedures; the number of newly adopted/improvegislative acts on international
economic issues; and — over the longer term —rtbeease in intra-regional trade.

34.4. Integration of cross-cutting themes and complementarity with other
programmes

Environmental degradation is closely linked witke track of coordination of water
resources across borders, as is the impact df ifade in natural resources, such as the
destruction of natural forests. Environmental issuall therefore be mainstreamed in
projects dealing with water resource management teaas-border trade in natural
resources, bearing in mind the further potentistuption to water resources as a result of
climate change.

In line with its strategy on disaster risk redust(®RR) in developing countries, the EU
will support all efforts to integrate DRR initiaég at regional level. On matters relating
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to the management of cross-border migration, it al8o be important for any planned
interventions to take into account specific gentg=sues, for example the seasonal
employment patterns of migrant women in some areas.

3.4.5. Financial envelope

Allocations for regional cooperation will be iddred within the range of 2% of the
total funding over the period 2011-13.
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Annex 1 Afghanistan at a Glance

Afghanistan is a landlocked and mountainous coumnttith a size slightly larger than
France (652,100 sq km). The climate is arid to aechiwith hot summers and cold
winters.

The Central Statistical Office estimates the popotaat 24,960,000 of which 51.2%
male and 48.8% female. Afghanistan has a very yageystructure with 49 % of the
population below 15 years (NRVA 2007/8). The annpapulation growth is 2.63 %,

with a fertility rate of 6.27 children per womenhrée quarter of the population (74%) is
settled in rural areas, 6 % consists of semi-nom&dichi and remaining 20% lives in

towns. The main ethnic groups are Pashtun (42%ik [27%), Hazara (9%) and Uzbek
(9%).

Socio-economic indicators

2006 2007 2008 2009
GDP pro-capita (PPP) current USD 657 737 758 812
GDP pro-capita current USD 289 352 428 485
Total labour force: 8,000,000

Agriculture and livestock 59%

Const., mining and quarrying 8%

Manufacturing 5%

Trade 11%

Trans. and comm.. 3%

Education 2%

Other services 9%

Public administration 4%

Unemployment rate 7%

Female unemployment rate 43%

Absolute poverty rate 32%

Average household size 7.3

Health and education indicators

Life expectancy at birth:

Males
Females

42
43

Infant mortality rate

111 deaths /1,000 live births

Under-5 mortality rate

161 deaths / 1,000 live births

Maternal mortality

1,900 maternal deaths / 100,000 live births

Adult literacy
Males
Females

26%
39%
12%

School enrolment rate
Males
Females

52%
60%
42%

Population by educ. attainment Males Eemales
No education
Primary school 2% 93%
Middle school 0 0
High school 10% 3%
Teacher college 5% 1%
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University / Post graduate

9%

2%

1%

1%

3%

0%

Macro-economic indicators

2005/2006 2006/2007 2007/2008 2008/2009 2009/2010

GDP (PPP) USD billions 15,721 17,555 20,209 21,340 25,224
GDP USD billions 6,489 7,723 9,658 12,061 14,022
GDP growth 16.1% 8.2% 12.1% 3.4% 9.0%
C/A (including grants) USD millions -182 -379 85 -181 -591
C/A (excluding grants) USD millions -4,800 -5,407 -6,425 -7,087 -7,083
Official Exports 386 416 482 603 658
Official Imports 5,482 6,049 7,246 8,273 8,093
Inflation rate 12.3% 5.1% 13.0% 27.2% 5.2%
GDP composition by sector

Agriculture 31%

Industry 26%

Services 43%
Main export partners

India 21.1%

Pakistan 20.1%

us 18.8%

The Netherlands 7.9%

Tajikistan 6.7%
Main import partners

Pakistan 35.8%

us 9.2%

Germany 7.5%

India 4.8%
Currency Afghani (AFN)
Exchange rate regime Pegged to USD

Average rate since 2002 is 48.55 AFN to 1 USD
Exchange rate EUR/AFG 72.75
Public-sector performance indicators
2005/2006 2006/2007 2007/2008 2008/2009 2009/2010

Public expenditure (% GDP) 10.0% 11.3% 10.5% 12.2% 12.1%
Gvt gen. income (%GDP) 4.4% 5.7% 5.2% 5.0% 5.7%
Externally financed recurrent o o o o o
budget (%GDP) 51.7% 44.2% 45.6% 36.2% 39.7%

References

1. CentraStatistical Office, National Ris

http://www.cso.gov.a

and Vulnerability Assessment 2007/08:

2. World Bank ‘Afghanistan at a Glance’
3. Brooking Afghanistan Index

http://www.brookings.edu/foreign-
policy/afghanistan-index.aspx

http://devdata.worldbank.org/AAG/afg_aag.pdf
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Annex 2 Indicative Allocations for Afghanistan 200713

The proposed budget breakdown of EUR 600 million tfee years 2011-2013 is as
follows:

* Rural Development 35-40%
* Governance 35-40%
* Health 18-21%
* Regional Cooperation 2-4%

The table below proposes an indicative planningherAnnual Action Plans. This is
aligned with the expected requirement of providingtinued funding for activities
already initiated during the MIP 2007 — 10.

Sectors and Programmes MIP 2011-13
Local Development
Rural € 220-240 M
Development Agriculture Support (35-40%)
Programme
Police Reform
Sub-national
Governance £220-240 M
Governance (35-40%)
Justice Reform
Health & Social €100-125M
Health Protection (18-21%)
Regional ;’;zdg(,):&aerr\sn €15-25 M
Cooperation (2-4%)
management
Total 600




Annex 3 External Assistance and Donor Coordination

Disbursement

With national revenue amounting to 8.9% of GDP, igif great significance to the
Afghan economy. Since 2002, Afghanistan has beewiged with a remarkable amount
of official development assistance (ODA). Accorditm the latest Donor Financial
Review the international community has provided US $ 1pét Afghan citizen in
assistance since 2001. The overall disbursemeas ragjainst commitments stand at
around 78% which is also satisfactory.

The national budget in Afghanistan is the centratrument for the implementation of the
Afghanistan National Development Strategy (ANDSheTbudget is divided into

Operating Budget and Development Budget. The latas by MoF show that 70% of
the Operating Budget and almost 100% of the Dewvety Budget is financed and
implemented by donors.

Increasing the percentage of domestic revenue dingnthe operating budget is an
important fiscal policy objective of the Afghan Goument and international
community. The growth in domestic revenue has besg strong in FY 1388 (2009-
2010) and the Government has set an ambitiousttibgelomestic revenue's collection
in 1389 (2010-2011): US $ 1.466 billion.

1386 1387 1388 1389
2007-08 | 2008-09 | 2009-10 | 2010-11

Government Budget 2.897* 3.724 4.168 4.443

Actual Expenditure 1.986 2.281 2.842

National Revenue 666 808 1.024 1.466
Revenue on Budget 23,0% 21,7 24,6 32,9
Revenue on

Expenditure 33,5 35,4 36,0

sources: ANDS First Annual Report; IMF 5" Review,1388 fiscal report
*) million US$; **) %j;

Since 2001 the international community has pledg&d$ 62.03 billion in assistance
(grants and loans) to Afghanistan. Fifty-five pertcef this amount or US $ 34.1 billion
was announced in the international conferences fghakistan (Tokyo, Berlin, London,
Rome and Paris).

Revising the amounts for re-pledging and suppleargrfunds announced outside these
conferences, the MoF estimated in its November 2D6R8ors Financial Review that
during 2002 — 13 Afghanistan can expect US $ 6Bilidn of external assistance. This
consists of contributions from 56 donors, of whibe US shares 61 %, EU 14.8 %, WB
and ADB 8 % and remaining 27 entities 16.2 %. Imeotwords, 94.9 % is contributed by
8 donors, which also include Iran, India, CanadhJapan.

® 1388 Donor Financial Review of November 2009
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2002 - 13 2002 - 09 2002 - 09

Pledges Commitments Disbursements
USA 38* 28.366 23.417
EU 9.181 7.427 5.596
WB and ADB 5.0 3.435 1.982
Japan 1.9 1.378 0.99
Canada 1.679 1.2 0.898
India 1.2 1.236 0.662
Norway 0.938 0.598 0.324
Iran 0.864 0.33 0.341
Other 3.2 21 1.24
Total 62.03 46.09 35.45

Source: Donors Financial Review — Report 1388

*) billion US $

Out of the pledged ODA of US $ 62.03 billion, 748was actually committed and/or
contracted by the end of 2009. Of the committed w@am076.9 % was reported as
disbursed. According to the same MoF review, EWrgg were respectively 80.8 % and
75.3 %. This, however, does not include the MIP126113 budget. Furthermore and
according to the same report around 77% (US$ 2@mjlof the disbursed USD 35.45
billion has been disbursed on projects and prograsndesigned and implemented by
donor countries outside the Afghan budget. The meimgdevelopment assistance (US $
8.7 billion) has been delivered through the trepsiging the Afghan budget and - out
this amount - only USD 770 million has been alledaat full discretion of the Afghan
Government.

ANDS Funding™®

In early 2008, the ANDS was estimated to require $J50.1 billion until 2012 — 13
(Solar Year 1391). The Government projected to lile o contribute US $ 6.8 billion
from domestic revenues (13.6 %) and requested éhmining part to be covered by
ODA. Based on the utilisation of total pledges tbe period 2002 — 13, the MoF
estimates that confirmed ANDS contribution sum aJ& $ 20.9 billion (48.3 % of the
gap). It is to be noted that several donors incilgdhe EU, have not been in the position
to confirm their commitments till 2012. However, evhadopting a linear projection from
the existing commitments 2002 — 08, the forecaaiddbudget is estimated to be US $
27.8 billion. The expected funding gap would reguan immediate increase in ODA for
Afghanistan by 50 — 75 % of the annual commitmeings,around US $ 3.5 — 4.5 billion
over the existing estimated annual commitment of £8.5 — 6.5 billion. With the
exception of the United Stated, no donor orgarosatias indicated any substantial
increase to its budget in tune with the magnituidth® funding gap.

Analysis of the ANDS requirements and expected datlocations by sector show that a
large part of the funding gap is related to infnastiure and exploitation of natural

19 See for further information: http://dadafghanistmv.af/
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resources (energy, transport, and mining). Thigftesn argued by the Government as an
example of donors not sufficiently aligned with theorities of the ANDS. It may be
questioned, however, if most of these requiremshtild not be funded by the private
sector and international development banks. SatHarshare of loans in the overall
investment in the country has remained rather low.

The second major sector — Security — requires 28 the ANDS budget. Moreover,
a strong demand for substantial increase in bahthitary and police force suggests a
substantial increase of the proportional sharehis $ector in the ANDS budget and a
further widening of the funding gap. A big challenfye international community faces is
then to guarantee an increase in funding for sgcswifficient to avoid undue pressure on
the funding of other development activities.

Excluding the aforementioned sectors, the projestiof under-funding appear far less
substantial, i.e. an estimated shortage of US $illién on a total budget of US $ 18.8

billion 1t is likely that a significant part of whas shown as unclassified could be
reallocated according to requirements. Similarlyesal donors are yet to make their
multi-annual projections until 2012. In relativertes education raises most concerns
followed by agriculture, rural development, govercaand rule of law.

Sector Reqﬁ,i\rleDn?ent Funding Gap
Billion US $ %
Infrastructure and Natural Resources 17.2 -15.0 -87.2
Security 14.2 -5.5 -38.7
Education 4.9 -2.5 -51.0
Agriculture and Rural Development 45 -1.4 -31.1
Good Governance and Rule of Law 3.0 -0.7 -23.3
Health and Nutrition 25 0.2 8.0
Social Protection 1.8 -0.2 -11.1
Economic Governance 1.2 -0.2 -16.7
Unclassified 0.9 2.9 322.2
Total 50.2 -22.4 -44.6

Source: Donors Financial Review — Report 1387

Donor Coordination

The Joint Coordination and Monitoring Board (JCMi&} up as part of the Afghanistan
COMPACT resulting from the London Conference ed&006 and co-chaired by the
Government and UNAMA, oversees the internationalpevation efforts. It is supported
by standing committees and task forces at sectet facilitated by a UNAMA team that
has been mobilised since the end of 2008 to enhedasoordination as requested by the
international donor community and the Afghan Goweent
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EU Assistance

The current average annual disbursement of EUtassis for Afghanistan is estimated at
EUR 949 million or US$ 1.4 billioH.

The table beloW provides a breakdown by individual Member States the EU
according to the allocation of funds to the pritigectors as distinguished in the Afghan
National Development Strategy (ANDS). As the sogqmbtection sector includes
humanitarian aid, there is some underestimatioth®fEU contribution as humanitarian
aid for ECHO funding and some Member States coatde included because of its non-
programmable nature as emergency assistance. Asgusimilar requirements as
provided during recent years, this would add arrditiéR 40 to 50 million, adding up the
annual EU disbursement figure to about EUR 1 lnillio

Nearly half the EU support (47 %) is channelled do¥g sectors such as Governance,
Rule of Law and Security. This covers a vast afaaioforcing the Government revenue
and budget management capacity including a sultamontribution to the
administrative reform process and payment of ssdaof civil servants through the
Afghanistan Reconstruction Trust Fund (ARTF) andolice officers through the Law
and Order Trust Fund (LOTFA). Other major intervem$ include support to the
elections, setting up and strengthening sub-ndtigmeernance structures, reform of the
judicial system and counter narcotics.

Most contributions in the 20 % share for rural depeent and agriculture are in support
of community development and public infrastructatelistrict and village levels through
the National Solidarity Programme (NSP) and othatiomal priority programmes
managed by the Ministry of Rehabilitation and Ribalelopment. There is also growing
donor support for the improvement of agricultur@durction and irrigation, working
through the Ministry of Agriculture, Irrigation andvestock (MAIL).

A proportionally equal contribution (19 %) is maétr the combined social sectors
including education, health and social protectids.mentioned above this relative share
may be slightly higher if the entire humanitariath @@mponent were to be included.

The fourth main area of intervention combines supfmprivate sector development and
construction of major infrastructure (12 %).

The programmes of Germany, the UK, and the EU dotetthe largest share of the
European effort in Afghanistan, accounting for apgmately two-thirds of the annual
EU aid. Germany has significantly increased itslieir engagement, making it the third
largest donor in Afghanistan behind the USA andadapAnother 7 countries -

Y This figure is derived from the annual averageeafised and projected disbursement for a reference
period (mostly 2 — 3 years). This method was adbpteit allows better adjusting to the differentipetary
cycles of each of the donors and minimises biaseda differences in definitions.

2 Source EU Blue Book 2009 - The EU and Afghanist@elegation of the EU to Afghanistan, November
2009:http://www.delafg.ec.europa.eu/en/downloadable dwmnts/EUBlueBookAfg_2009.pdf
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Netherlands, Italy, Denmark, Sweden, France, Fthimd Spain - contribute together 36
% of the annual European assistance.

The European Commission has been a strong suppditetter aid alignment which for
the EU as a whole is also reflected in the supesmmres of the OECD 2008 Aid
Effectiveness survey. During 2007, over half ot tBEU combined funding for
Afghanistan was through the public finance managensystem. It has contributed
nearly two third of the funding for the ARTF ancdand 40 % for the Law and Order
Trust Fund.
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Estimated EU Current Average Annual ODA for Afghanistan according to ANDS Sectors (million EUROlyear)

Economic Total Average
seauty | rulootianand | annra | Ebcstonand | veahan | VIR | sona | CRETRE | | Tesersa | avtEun | ol
Human Rights | Resources Culture Nutrition Development Protection ctor fssues preferenced Period of
Development Reference
0.1 0.4 0.2 0.0 0.3 0.95
0.5 1.0 1.0 35 15 2.0 0.5 20 120
0.7 0.1 0.9 19 0.2 12 0.1 5.1
2.4 8.6 34 145 12.8 3.8 0.6 2.2 48.3
26.0 3.2 29.1 26.7 19.2 18.4 217 144.4
0.5 0.1 0.6 12
0.7 4.8 16 4.8 9.0 11 0.7 0.2 9.2 320
22 24 1.0 5.9 38 18.7 25 4.0 405
13.4 16.0 1.9 6.6 8.7 21 0.5 1.0 7.0 57.2
2.8 2.2 15 0.1 1.4 0.5 2.1 0.2 4.0 14.8
0.1 0.8 0.2 0.0 0.1 0.1 13
4.0 4.0
0.2 0.2
0.7 0.7
0.3 0.3
0.3 0.2 05 0.2 12
0.4 0.7 11 03 0.2 0.2 0.5 0.1 35
0.3 21 0.3 0.2 0.0 0.7 0.0 0.2 1.0 4.8
20.8 11.6 0.6 33 13 19.0 6.2 1.0 0.4 25.0 89.2
0.2 0.0 0.9 0.2 0.6 0.8 27
0.0 0.1 26 03 0.6 0.1 0.1 0.2 14 0.0 0.4 5.6
10.3 16 12 9.0 14 9.0 325
3.0 9.1 26 126 13 32 10 0.5 6.9 40.2
0.3 8.4 03 1.0 0.7 0.3 0.7 117
11.2 68.9 5.2 313 129 118 2.0 70.8 2141
39.2 35.1 29.2 55.2 13.2 8.7 180.6
109.4 1715 789 70.1 52.4 188.8 53.9 348 14.1 35 1718 949.0
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Annex 4 MTR Process

Consultation of EU-MS

The Mid-term Review of the Country Strategy (CSRswaunched in early February
2009 with a consultation of EU-MS based on an esttenpresentation of the programme
and followed by a second meeting in April. Muchtloé discussion focused on clarifying
the programme, while there was a general agreethahtno major changes would be
required to the approach.

Consultation of National Stakeholders®

A formal consultation of national stake holders veaganised through three separate
meetings in April/May 2009 with representatives afwide range of Government

Institutions, Civil Society and the Lower HouseR&#rliament. These meetings chaired by
the Delegation took place in the conducive envirentof the well-secured Serena Hotel.
Simultaneous translation in English, Dari and Raskés provided to all participants

individually.

The agenda followed the format of an introductibrotigh a 30 minute power point
presentation on the status and achievements ofEthheprogramme in Afghanistan
followed by a general question and answer sesdibe. second part of the meeting
consisted of a discussion structured around 5 &syeis that prior to the event had been
communicated by letter to all participants and aicked page on the Delegation
website.

There was excellent participation in all 3 meetjr|ggen if attendance from Civil Society
and Parliament was somewhat lower than expectesls&lection of invitees was done to
enable the widest possible range of participatidhesenior level while keeping in mind
an optimal group size of around 40 to allow for iateractive and fruitful debate.
Accordingly all Ministries and Government Institutis relevant in the wider context of
international support for governance and socio-ecoa development in Afghanistan
were invited, independent of whether they are rfenig of EU assistance. For Civil
Society a selection was made in consultation with 8 active national umbrella
organisations and based on a breakdown betweesnahtnd international development
NGOs as well as other types of organisations antbaang recipients and non recipients
of EU subsidies. The parliamentary consultation wagh the Committees on
International Affairs and Budget, as well as wither Members of Parliament who were
not a part of these two Committees but who hadipusly participated in the exchange
visits with the European Parliament.

Given the limitations imposed by the poor secur#juation and therefore the
requirement of a disproportional amount of resosird® ensure an adequate
representation, it was not feasible to extend thesgltation process into other parts of
the country.

B http://www.delafg.ec.europa.eu/en/cooperation/rtr.h
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Conclusions and Recommendations:

» All participants expressed appreciation for the wawhich the consultation was
conducted and were looking forward to further imeaoshent in the finalisation of
the MIP 2011 - 13. From among the Parliamentarignsvas strongly
recommended to consider possibilities of periodiestiltation on the progress of
the EU programme, for example once a year befoeebtidget session in the
context of a meeting of the Committees on Budgetl &ocio-economic
development.

* The issue of possible expansion of sectors to d&lthe education field was
raised a few times. However, in general there go@d understanding as to why
the programme needs to focus. The choice of thel feectors— rural
development, governance and rule of law and health-eonsidered to be fully
aligned with the ANDS.

« The emphasis on aid effectiveness needs to be efurémhanced towards
accountability and on the role different stakehodda this regard (Civil society,
Parliament, local Councils, etc.). Concerns reldtedorruption and inefficiency
of international aid, such as the high degree tF@ntracting and reliance on
expatriate expertise, were extensively debatedgheery much in general terms
and not related to EU funded aid. Several speakeiated out a special
appreciation for European assistance as comin@) motstrings attached’.

* Government and Parliament strongly advocated mbenreelling of funds on
budget and through national programmes at the adaetrel, in order to allow the
Government to keep control over the equitable ithstion of resources over the
provinces and sectors. At present the internati@saistance is very unevenly
distributed and often related to the presence of P& strong local leadership.
Too many donors have projects parallel to natipmagrammes. There is a case
for stronger sector wide approaches. The EU's igslién this regard were
appreciated.

* The role of civil society based organisations ar@@Q¢ in the delivery of services
is well recognised and appreciated. At the same tinere is a need to reflect
more profoundly about further ‘Afghanisation’ ofishmodel of engagement, in
comparison to substitution by Government instamegsrivate-for-profit models,
at least in the medium-term future. There is stromgplementarity between what
NGOs and Government are doing or are expected.to do

» There is a strong need for capacity building arelElJ should ensure that in all
the programmes it is supporting, maximum effores mwade to transfer of skills
and reinforcement of national capacities. More rditdd needs to be paid on
measurement of the impact of capacity building ameince on proper
identification of the needs, targets and measuriablieators. Stronger implication
of the beneficiary ministries is required.

» More efforts must be made to strengthen governatroetures at local level as
well as democratic decision making and public antalility mechanisms. The
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degree and mechanisms of decentralisation in tesfneew institutionalised
structures and of long term exit strategies of gmésdelivery models of
development financing remains object of debate with clear consensus
emerging from among the participants.

 Many activities have been implemented, often widingé parts devoted to
investments, but there has not been enough attetatibow this translates into an
improvement of employment and livelihoods and ewally into poverty
alleviation.

» Disaster risk reduction may be more explicitly afded in the programme given
that Afghanistan is highly prone to natural risksveell as the good potential the
current EU programme has through its involvementater basin a management,
food security and social protection.

* Gender balancing is often given superficial atmmtand more efforts are needed
to promote and ensure attention for women relatedes such as maternal health
and women patrticipation in public representatiod ane of law institutions.

e Child protection and participation need to be aslsied more explicitly in the
future programme.

Further consultations

In light of the preparations for the Kabul Confezenthe Commission decided, in
agreement with the Government of Afghanistan, t@aiawhe outcomes of the Kabul
Conference before finalising the MIP 2011-13.

In the run-up to the Kabul Conference, there wagréod of extensive consultation, and
joint preparation of 'national priority programmebetween the Government of
Afghanistan and the international donor communitite EU Delegation participated
actively in this process. The first high-level saltation on EU-Afghanistan cooperation
took place during this period and within this framoek.

The outcome of the overall preparatory process sigisficantly enhanced coordination
within government and the development of newly tgwed programmes in four sectors:
1) agriculture and rural development, 2) humanueses development, 3) economic and
infrastructure development, and 4) governance. R&leul Conference launched the so-
calledKabul Processvhich called for enhanced Afghan leadership andesship in all
sectors and solicited commitments from donors tengthen their support to the
Government of Afghanistan. The MIP 2011-13 wassey to take these developments
into account. This should make it possible for deweent assistance from the EU
budget to respond more effectively to national fitizs and programmes and in doing so
also increase the use of  national channels wherevéeasible.
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Annex 5 Environmental Profile

An analysis of baseline information reflecting fire-conflict environmental situation
conducted in 2002 by the United Nations Environniértigramme, and of the most
recent data gathered and synthesized for the peigiathe ANDS in 2008 reveals the
following priority environmental issues needingthar policy attention and action:

» Water resources

* Rangeland, forest and bio diversity

e Land use, agriculture and soils

* Urban environment

» Natural disaster and climate change

Water resources

Afghanistan is naturally arid and its supply of arafor irrigation, drinking and
maintenance of wetland ecosystems depends to a laegg extent on winter
precipitation and seasonal melting of snow and peent ice-fields in the high
ranges of the Hindu Kush. Climate change, the tiegumelting of mountain glaciers,
severe droughts and poor management of water @ow@re a constant threat to
water security. War-inflicted damage to large anthl$ irrigation systems and the
disruption of water supplies have reduced the adoiity of this essential resource.
However, rehabilitation projects and river basinnagement initiatives are being
implemented, of which the EU funded Panch-Amu basagramme is currently one
of the largest and most comprehensive in the cguiitre promulgation of the Water
Law in 2009 foresees an overhaul and considerdat#agthening of the governance
of water resources with participation of all staiglers ranging from beneficiaries of
irrigation schemes to urban drinking water scheare$ upper catchments land use
groups. Improved access to safe drinking watemufban and rural population is an
important priority. Cross-border cooperation on evatesource management and
hydropower requires more attention.

Rangeland, forest and bio diversity

Roughly 45% of the Afghan territory consists ofiagprangelands, the backbone of a
significant livestock production sector as well @®viding support to fragile and
depleted, but biologically highly valuable wildlifeopulation. Many of the rangelands
are in poor condition due to overgrazing as a teefilthe persisting economic
marginalisation of the farming and livestock kegpicommunities. It has caused
increased soil erosion and continues to hamperdteired vegetative regeneration.
The practise of uncontrolled felling of trees, decated during the Taliban regime has
reduced the already low forest coverage to aroundillion hectare (2% of the
surface). Apart from the high range mountain fookstracteristic for parts of the east,
elsewhere little is left of the scarce tree coveragch as the vast pistachio and other
shrub-type vegetations. A modest start has beere fiopdhe National Environmental
Protection Agency (NEPA) and the Ministry of Agritture, Irrigation and Livestock
(MAIL) to promote conservation of eco-systems inmBgan province and a trans-
boundary initiative in the Wakhan corridor.



Land use, agriculture and soils

The sharply rising population, the destructionrafation and frequent droughts have
reduced the arable land per capita of 0.55 ha &) 18 0.25 ha in 2007. The pressure
on cultivated areas has also put further pressaréhe grazing land and the Kuchi
nomadic people, exacerbating their impoverishmet fuelling the civil conflict.
About 16% of Afghanistan’s land area is severelie@éd due to anthropogenic
activities and the country’s vulnerability to degferation is one of the highest in the
world. Also only 12% of the land area is suitale ¢ultivation in Afghanistan. The
shortcomings of agriculture and lack of economieraktives in rural areas pose a
permanent threat of mass migration to the cities.

Natural disaster and climate change

Poverty and socio-economic pressures, such as tograinemployment and land
tenure practices have made Afghans more vulnerapléorcing them to live in
disaster-prone locations, often on unsafe land iandnsafe shelters or low-cost
dwellings. Since the country is located in a zohhigh-seismic activity, earthquakes
are common. Flooding and mudslides are real dangdise mountains and valleys,
particularly in spring and summer when snow staw#ting or glaciers lakes suddenly
burst causing destructive flash floods. Prolongeslight, dust storms and extreme
winter conditions can also wreak extensive damagese factors add to the burden
of environmental degradation thus placing additi@tiiess on ecosystems.

Global climate change and its impact on the enviremt is expected to worsen
Afghanistan’s predicament. Under Afghanistan’s biadl Adaptation Plan of Action
for Climate Change, it was decided that the pwofdr facilitating adaptation to
climate change was improved water management dioieaty of use, and land and
water management at the watershed level. Otherig®include agro-metrological
observations, horticulture and agro-forestry, agaptangeland management, and
terracing and erosion control. NEPA is the leadnageon climate change and the
focal point in the preparation of the Afghan Delktga for the Climate Change
Conference in Copenhagen end of 2009.

Environmental governance framework

Since 2001 significant progress has been made ftinguin place instruments to
reduce the pace of degradation of the natural reedease through the establishment
of a nascent environmental governance structuretl@mdevelopment of appropriate
policy, laws and other tools to enable effectivenagement of environmental
resources. The National Environmental Protectigecy (NEPA) was established
in 2005 as Afghanistan’s policy-making institutionasked with regulation,
coordination, monitoring and enforcement. The Kat&Resources Directorate of the
Ministry of Agriculture, Irrigation and Livestocksi in turn responsible for
management of many of Afghanistan’s important ratwesources, including
rangelands, forests, protected areas, wetlands@mel catchment areas.

Through support from UNEP and with funding from the EU, new polices and laws
have been developed which empower these instigtimeiuding the Environment

14 hitp://www.unep.org/publications/contentstftitle mdaasp?search=afghanistan
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Law, Forest Law, Rangeland Law, Environmental Imp&ssessment Regulations,
Protected Areas Regulations, and national policiédressing forestry, rangeland
management, environmental impact assessment ardtigol control. Capacity
building initiatives to effectively implement anaferce these regulatory instruments
are ongoing. Afghanistan’s first State of EnvirommeReport and National
Environmental Action Plan have also been develop&dditionally, significant
progress has been made with regard to meeting Aigiaa’'s international
obligations under various international conventions

Parallel initiatives have been taken to pilot inmpéatation of the policy approach at
the local level, especially through community-basedural resource and protected
areas projects and various local level environmentastoration projects.
Environmental coordination forums, to improve eadimental mainstreaming, have
been developed and are now fully functional, intcigd the Committee for
Environmental Coordination and National Environna¢émadvisory Council. Apart
from the UNEP, other key actors include FAO (ndtussource management,
especially forestry, rangeland and medicinal plantfNDP (land degradation and
capacity building), International Centre for Intaggd Mountain Development
(ICIMOD; natural resource management capacity lmg)gd Wildlife Conservation
Society (WCS) (protected areas and wildlife), aratious USAID implementers,
including the PEACE project (Kuchi and rangelarslies).
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Annex 6 Migration Profile

Refugees

During Afghanistan's almost thirty years of cortficincluding the anti-soviet jihad,
the civil war, the rise of the Taliban and the @8-lintervention, the number of
refugees - mainly to neighbouring Pakistan and r&as been extremely high. The
repatriation of over 5.6 million Afghans since 20@&il December 2008 (3.5 million
from Pakistan and 860,000 from lIran), of which 4r@lion with UNHCR's"™
assistance, has been the largest ever UNHCR aksigikintary repatriation
programme. However, as of December 2008, arounsl raiBion registered Afghan
refugees continue living in Pakistan (1.7 milliaar)d Iran (950,000). A majority of
these refugees are now in their second or eved ganeration of displacement and
have never lived in Afghanistan.

Iran is officially host to slightly less than a fiwh Afghan refugees. This figure
however only includes refugees who have participatethe government updating
registration exercise held in 2006-2007. If newvais, undocumented refugees and
labour migrants are included, the figure may wéderto roughly two million.
Similarly the actual number of refugees in Pakisgmlso thought to significantly
above the officially registered numbers. Apart frohidren, disabled and elderly that
often were unable to be physically present at toatlon of registration, others are
known to avoid the exercise out of fear of perdecutind/or deportation if their
presence be officially recorded. A number of Afghdrave also acquired Pakistani
national identity cards and are unlikely to regisiace that would result in the loss of
their Pakistani citizenship.

Networks and mobility

Solidarity networks, composed of family memberserfds and other contacts
extending across one or several countries, ard tataAfghan mobility. These
networks generally stem from kinship and qawm, rivat affiliations, but are not
necessarily mono-ethnic. Based on mutual trust ablijations contracted over
generations, they constitute a powerful social aconomic support system. During
the decades of civil war, Afghans had relied exteslg on these networks to migrate
locally, regionally or internationally. Families e#fing their homes sought the
assistance of their gawm to seek refuge in thehbeigring valley and, if problems
persisted, to settle in Afghanistan's urban areas an asylum country. The location
and prior migratory routes of these solidarity ratkg often determined where
migrants went: Pashtun tribes continued seekinghtigpitality of fellow tribesmen
across the Durand Line in NWFP and many Hazarasnuad to go to Balochistan’s
capital Quetta or to Iran. Families from the saraem thus often settled in the same
neighbourhoods or camps and maintained close vies when they were dispersed
geographically.

Just as they provided assistance in exile, theseries also facilitate reintegration by
helping refugees resettle in their original comntiesi Some, particularly in Pakistan,
are able to visit their relatives at home to asslssfeasibility of returning to their
home province. As the insurgency escalates andgligonditions fail to improve,
particularly in rural areas, Afghans within the oty and in exile can tap the

15 http://www.unhcr.org/cgi-bin/texis/vtx/page?pagee486eb6
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information, shelter and livelihood opportunitiésit such networks provide in Kabul,
Mashad, Peshawar or even as far away as Dubai@mbh.

Economic motivation

By living throughout the region, Afghans can malse wf a variety of economic
opportunities while benefiting from differing livincosts. For instance, since salaries
are higher in Afghanistan and living costs lowerRakistan, a number of refugees
come to work in Afghanistan’s towns, leaving pdrtreeir family in Pakistani cities.
Similarly, as the wages for unskilled labour arghler and living costs lower in Iran
than in Afghanistan, Afghan families, facing Iramiastate repression and
discrimination, return home while leaving their ygumen behind to work. For these
reasons and due to the failing security situateoiarge number of refugees abroad
have therefore no intention of returning to Afglstan.

As international efforts focus on the worseningungency in Afghanistan, the issues
of refugee return and the mobility of Afghans irithcountry and around the region
have been overshadowed. Meeting the needs of estsirand addressing population
movements remain an essential part of finding at&wl to the conflict. These issues
must be better integrated into policymaking. Thigy@m role in many of the sources
of discontent that undermine the legitimacy of gfoernment in Kabul — from land

disputes to rising crime. Since young, displaced amemployed men are particularly
vulnerable to recruitment to the insurgency, thedseof a fast-growing poor and
largely marginalised population must be urgentlgiradsed.

With the rural areas increasingly insecure, mamyrneng Afghans have migrated to
towns and cities, causing rapid urbanisation thed bontributed to rising poverty,
unemployment and criminality. Kabul's populatiorshapled in barely seven years.
Moreover, as Afghans attempt to resettle in theimé provinces or migrate to the
country’s more secure and economically productees, land disputes risk sparking
deep-rooted tribal, ethnic or sectarian violence.

Policies and governance

The three responsible Ministries — Foreign Affaitapour and Social Affairs, and
Refugees and Repatriation — continue to be affdayegears of weak leadership and
management, under-investment, and limited humamrhnteal, and financial
resources. These constraints place the Governnigkfigbanistan at a disadvantage
when negotiating with its regional neighbours on pylation movements.
Nevertheless, Afghan officials have showed moresisb@ncy in applying the core
principles underlying voluntary repatriation.

While it struggles to ensure sustainable retutms UNHCR faces mounting pressure
from Iran and Pakistan, the main refugee hostiatest to maintain high repatriation
figures. However, UNHCR will be unable to resolhe tefugee problem on its own.
Broader efforts to address Afghan displacement uagently needed that extend
beyond a purely refugee/IDP (internally displacedspns) framework. Responsibility
of meeting returnees’ needs must also be deledgatedrange of UN agencies and
Afghan government actors and ministries.

The prolonged refugee presence and the persistehasnchecked cross-border
movements have increased Pakistan’s and Iran’srdgeeover their neighbour.
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Moreover, migrants and terrorist networks oftenngsthe same transport routes,
makes it difficult to distinguish insurgents fromigrants. As Iran and Pakistan
toughen their stance, the threat of mass depantatstrains Kabul's relations with
both countries. If carried out, such deportatioreuld further destabilise a fragile
state.

On 21 April 2007, Iran sparked a political crisis Afghanistan through a sudden,
large scale deportation of unregistered Afghans.esiimated 52,000 Afghans were
expelled from Iran between April 21 and May 8. Thisis sparked an intervention at
the highest political level and resulted in two isiiers (Foreign Affairs, Refugees and
Repatriation) being censured by the Afghan Parli@ndeie to their handling of the

situation. Paradoxically, the deportation crisid diise the profile of the refugee issue
and gave it greater prominence on the nationalpned) and international agenda. It
also prompted the Iranian government to make aar aif 300,000 work/resident

visas for predominantly (registered) Afghans. Pesgrwith respect to institutional

development was achieved during the project period.

Cross-border mobility will continue regardless afyattempts to curtail it. Efforts to

improve security within Afghanistan and in the wegimust therefore integrate
internal and cross-border population movements. givernments of Afghanistan,

Pakistan and Iran must explore legal and politateinnels to liberalise and enable
regional mobility, which would facilitate adminiative control of cross-border

movement and reinforce their capacity to controgirthpopulations and their

territories. For such approaches to succeed, hawthay must be strongly endorsed
by the international community and made an integeat of peace building in the

region.

In Afghanistan, the political context is set by tBenn Agreement, the Afghanistan
Compact agreed at the London Conference on Afgtaamia 2006, the Afghanistan

National Development Strategy (ANDS) launched & HBaris conference in June
2008, and the International Conference on RetudhReintegration that took place in
Kabul in November 2008. The ANDS contained a chapteRefugee, Returnees, and
IDPs. It articulated a vision and policy objectivies the Government of Afghanistan

premised on the greater involvement of line Mimgstrto contribute to key sectors —
education, health, livelihoods, training, water esahitation — affecting sustainable
reintegration.

Work on return and reintegration with the Governtaeof Afghanistan, Iran and

Pakistan has primarily been conducted within tlgall@end operational framework of
the respective Tripartite Agreements governing voéuntary return of Afghans.

During 2008, there was one Tripartite meeting witan (03 March) and two

Tripartite meetings with Pakistan (28 March and Agyust). An extension of the
Tripartite Agreement, governing the voluntary regdion of Afghans, was signed in
August 2007 between UNHCR and the Governments kisRa and Afghanistan and
is valid until 31 December 2009. Following the stmation exercise in Pakistan,
Afghans holding Proof of Registration (POR) cardgevgranted the right to remain in
Pakistan for a three-year period (2007-2009). Aetebf mutual intent has been
exchanged with the Government of Pakistan sigrglinprinciple an agreement to
extend the validity of the registration documentmgil 2012.
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Legal migration

Afghan mobility should however not be perceivedelobs a source of conflict and
instability. Internal and regional mobility has eled families to diversify their
sources of income. Remittances from Afghans livowgrseas are essential to the
economy, given the difficulty of the Afghan statefdrovide basic services to many
parts of the population. The contribution of retaghrefugees to reconstruction and
development through skills acquired in exile isoakignificant and should be
facilitated further through national reconstructiand development programmes. In
2008, an agreement signed with Qatar, resultettenlitensing (and monitoring) of
additional private recruitment agencies. Similareagnents are under negotiation with
the United Arab Emirates and Saudi Arabia.
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Annex 7 Governance Profile

General Assessment

The Bonn Agreemefit established a roadmap for the political transfdiomaof
Afghanistan to a legitimate democratic state. Itivabal its authority through an
Emergency Loya Jirga, the first genuinely represtarg Afghan national meeting in
decades. In 2004, Afghanistan adopted its firsstitution in 30 years, which laid the
political and development foundation for the couraind established legal protections
for private property and a market economy.

Emerging from decades of conflict, Afghanistan éaeecomplex, interrelated set of
political, administrative, economic, and sociallidrages. In 2002, the Afghan Interim
Authority took over a public administration thatsMaighly centralized in terms of its
structure, but which was denuded of infrastructimeéman capacity, and financial
resources, and had non-existent or very weak tigsits provinces.

One of the ongoing difficulties with state-building the Afghan context is the
weakness of legislature and the judiciary vis-a-the executive and, within
Parliament, the absence of a legal culture andegir@al traditions. Moreover, the
high level of impunity remains a problem. The rackigh numbers of fraudulent
votes in the election exercise and a culture ofuinify have disillusioned the
population and is a continuing source of instajilit

Political Situation

Afghanistan's first democratic electfdnwas held on 9 October 2004. President
Hamid Karzai won, after having acted as the headstate for the interim
administration since 2061 Now, in 2009, after five years in power, Karzé#gacy

is mixed. His administration is widely criticisedrfnot having done enough to tackle
corruption, for creating a political atmospheraropunity and for not putting enough
emphasis on institution building. However, many énapplauded him for appointing
a cabinet made up of mainly technocrats i.e. Igrdeloid of warlords?

On 20 August 2009, five years after Karzai wast felected, and after a prolonged
debate about the applicable ddte second democratic national election (combined
with the provincial council elections) took placeAfghanistan. These elections were

% In December 2001, a number of prominent Afghansunder UN auspices in Bonn, Germany, to
decide on a plan for governing the country; assaltethe Afghan Interim Authority (AlA) - made up

of 30 members, headed by a chairman - was inawgglioat 22 December 2001 with a six-month
mandate to be followed by a two-year Transitionathrity (TA), after which elections are to be held
71n 1949 the first relatively free (or “less coritenl”) electionsto the National Council under Prime
Minister Shah Mahmud was held. A “Liberal parliartiamas formed, in which opposition groups

were allowed to function. In 1952 the second sefl@ftionsunder Shah Mahmud took place. They
were not as open as the first as tension roseadtetstrength of opposition groups and critiquethe
government.

18 Karzai had actually been in power already sind@120hen he was appointed the head of the Interim
Administration.

¥ The only exception is Ismail Khan, a former méliteader and former Governor of Herat.

20 Under the 2004 constitution, elections should Hzaen held no later than 60 days before the end of
President Karzai's term in July 2009. The IndepehB&ection Commission (IEC) originally
recommended that the poll be held at the sameasitee 2010 parliamentary balloting to save costs.
However, politicians in the country were unablagpee to the details.
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once again strongly supported by the internatiarmahmunity, but this time with

Afghan institutions leading the process in the foofthe Independent Electoral
Commissiof’. If Karzai wins a second round he will have beerpower for more

than 12 years, longer than that allowed in anyrgbhesidential system.

The fragile political situation leading up to tHeations further deteriorated with first
the rumours and then the proof of extensive riggiigreover, coherent messages
were lacking on all sides. For example, the puinliernal disputes within UNAMA
concerning the way in which to tackle these alleget led to the dismissal of the
then leading electoral observer, the deputy SRSG.

In addition to patronage, ethnicity and religioayph role in the political system. The
candidature of Karzai, a Pashtun, for example,stne vice-Presidential roles for
Mohammad Qasim Fahim, a prominent leader of thdhH¢an Alliance and of Tajik
origin, and Karim Khalili of Hazara origin. Dr Abtdah Abdullah, Karzai's challenger
for the second round, is half Pashtun and halKTajhough he is generally perceived
to be Tajik rather than Pashtun.

Parliamentary elections are scheduled for Septe2®®d. Hopefully they will work
as a stronger check on the executive. In 2005, wowan 28% of the seats in the
lower house, six more than the 25% guaranteedei2@®4 Constitution. Nonetheless,
women remain marginalized in the political process.

Although Afghanistan has around five major politipartie$? the general situation is
not conducive to party politics. This is partly doe Afghanistan's history of
patronage and partly due to its electoral systenBiofjle Non Transferable Vote
(SNTV), whereby a person, not a party is elected.

Legal Framework

The Afghan Constitution provides for a presidenfiaim of government with a
bicameral \Wolesi and Meshrano Jirganational legislature and gives equal rights to
men and women.

Since 2005 the national assembly has introducedinabar of governance related
laws, including the Media Law, the Civil Servantaw, the NGO Law, the
Anticorruption Law and the Personal Shiite Law. feha couple of laws pending that
specifically address the concerns of women in Afggtan, including the Law on the
Elimination of Violence against Women. However, thegislative process is
cumbersome and the process is often subject tautdispbetween the institutions
involved.

2L According to Article 156 of the constitution ofdsnic Republic of Afghanistan, the Independent
Election Commission (IEC) has the authority anghoesibility to administrate and supervise all kind
of elections; as well as refer to general publim@n of the people, in accordance the provisiothef
law. The IEC consists of nine members, includirgdpairperson and a deputy chairperson, appointed
by Presidential Decree No.21, dated 19 Jan 2005.

2 Major political parties include the following: Thslamic Unity Party of Afghanistan, The Islamic
Society of Afghanistan, The Afghan Social Democr&arty, The Islamic Party of Afghanistan,
National Islamic Movement of Afghanistan.
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The single most powerful tool the government haspsesidential decree. In addition,
'by laws' are sometimes put in use.

It is to be noted that Afghanistan has ratifiecuanber of international laws, including
the CDAW, ICCPR, ICESCR, and CAT.

Executive and Legislative Structure (national and sb-national)

National

The administrative structures of the Afghan statedascribed in the constitution
pivots on the idea of a strong central state. Fiscdhority is only given to the
national authorities at the central level and sdiseal autonomy is provided on
municipal levet’. The central government is represented at theimuial level
through the line ministries. This leads toda jure limited role of the provincial
governor who himself is appointed by the Ministifylioterior (IDLG respectively).
However, thade factoinfluence and decision making power of the govedepends
on his political affiliations.

The House of the Peopl&Vplesi Jirga consists of 249 directly elected delegates.
Amongst the elected officials in 2005 were formarjdhedeen, Taliban, communists,
reformist and Islamic fundamentalists. This hasilted in fragmented politics in the
lower house and considerably slowed down transatiprstice.

The Afghan Administration is currently undergoingransformation from an informal
patronised system to a formal meritocracy systernstMconsider the size of the
administration (around 310,000 including teachepgropriate considering the size of
the population and in comparison to the neighb@udountries. In 2008 the Civil
Servants Law introduced a new 8 grade structuretwkhould reform the old 12
grade structure introduced during the Soviet octopa

The new grading would ideally attract, retain, anokivate skilled civil servants and
ensure that they are fiscally sustainable. Mergeldarecruitment procedures are
politically accepted, yet the current system camsto suffer due to patronage and
kinship influencing appointments. In addition megans for performance based
management is limited. Despite some progress tloemels slow and cumbersome.
The de factolimited delegation of authority to lower rankspovincial departments
exacerbates this problem.

The Independent Administrative Reform and Civil e Commission (IARCSC)
was established by Presidential Decree in 2002santhndated to oversee the Public
Sector Reform. A distinction has to be made betweelnlic Administration Reform
(PAR) and Civil Service Reform (CSR). Public Adnsitnation Reform includes CSR
and refers also to the transformation to a newipwgictor management. The mandate
of the IARCSC is ambiguous and focuses primarily @8R. There are serious
concerns about the absorption and management tamddhe IASRCSC and the
ability to provide leadership in a coherent andelyrmanner. The first generation of
PAR reforms has been the Priority Reform and Resiring process (PRR) which
has been followed by Pay & Grading reforms. Theaive impact to date of these

3 Municipalities are only limited to urban areas.
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reform efforts on actual civil service performangeinclear, as is the tangible impact
of (numerous) civil service training initiatives.

Sub-National

The creation of the Independent Directorate for dloGovernance (IDLG)in
September 2007 through a disputed Presidentiale@eatas the first major step in
reform of the sub-national governance system. Tdrapetences of the Office of
Administrative Affairs (presidential administratiorand the civilian part of the
Ministry of Interior were transferred to this newdy. The new body was charged
with “managing’ Governors and also leading a prece$ structural reform/
institutional development. IDLG initiated a dratbsnational governance policy with
the help of inter-ministerial committees.

The 34 Provincial Councils (PC) in Afghanistan #re only directly elected formal
local body. Its role depends largely on the incum&@hair and his or her relations
with the Governor in the Province. Although the BGexpected to play a key role
once the policy is adopted, it is currently undeseaurced and largely marginalized by
other key actors at the sub-national level. The bes of the provincial councils
have a direct impact on the make-up of the parli@gmine National Assembly, as
each of the 34 councils selects one delegate thitsethe 102-member upper chamber
(Meshrano Jirga) of the National Assembly. Moregwe&cording to the constitution,
an additional one-third of the Upper House is toskkected from the members of
district councils. However, Afghanistan has yebtganize district council elections
(scheduled for 2010) and there remain a myriadotifipal and operational questions
to be answered before that. Since the District ctair{DC) do not yet exist, the
cabinet has decided to fill the DC linked seatshie Upper House temporarily with
additional representatives from the provincial colsn

The provincial and district governors are appoinbgdthe President, with support
from the IDLG. They play a key role, including tlodairing of the Provincial

Development Councils (PDCs), where all developni@mds are managed. Moreover,
the governor has significant authority over theigelin the province, and direct
authority over the district governors. It is comryouanderstood that the directors of
provincial line departments have a dual reporting } to their ministry in Kabul and
to the provincial governor. This gives the Goversgnificant power at the sub-
national level.

In addition to the formal institution there are maron-statutory bodies and informal
governance institutions in Afghanistan. The formecludes the Community
Development Councils (CDCs), the District DevelopinéAssemblies (DDAS),
provincial development councils (PDCs) and theelathe shuras, jirgas, mirabs,
maliks, mantegas and ulemas. These institutionsmtanto play a key role at the sub-
national level where governance is as likely to doeight from traditional tribal
structures or in some areas from the insurgents. Mbst likely reflects the absence
of a state alternative rather than a deliberatéceho

Security and Military Forces

NATO’s main role in Afghanistan is to assist thegpan Government in exercising
and extending its authority across the countryughoits UN-mandated International

52



Security Assistance Force (ISAF). Since NATO tooknmand of ISAF in 2003, the
Alliance has gradually expanded the reach of itssian, originally limited to Kabul,

to cover Afghanistan’s whole territory. The numbar ISAF troops has grown
accordingly from the initial 5,000 to around 70 G@@ops coming from 42 countries,
including all 28 NATO members. The largest conttdruto ISAF is the US with 35

000 soldiers. ISAF is being complemented by Openainduring Freedom, which is
directly operated and led by the US CENTCOM.

Security incidents involving Armed Opposition Grgupave increased from around
200 per month in 2006 to over 800 per month thiary&Vhereas initially the
insecurity was concentrated in the South and Habteocountry, several areas in the
North and West are now also increasingly affectgthb war.

Rule of Law

Justice is denied to the majority of the Afghanydapon due to a weak, corrupt and
dysfunctional judicial system and wide recoursetraditional dispute-resolution
mechanisms which do not comply with due processirements and falls short of
internationally accepted standards. Despite thetfet there has been some progress,
such as the establishment of a State-funded leghlsgstem and the Afghan
Independent Bar Association (AIBA), the Afghan jostsystem continues to have
severe and systemic problems. The justice systdimastks sufficiently qualified
officials, adequate legal education, and the necgssadministrative tools and
physical infrastructure to administer justice pndypefairly or effectively. The lack of
adequate detention and correctional facilities #radillegal detention of individuals
especially women and children continues to rais®se human rights concerns.

The contemporary formal legal order in Afghanistan mainly based on a
combination of sharia (Islamic law), customarygg@s and shuras) and civil law. It is
partly modelled on the Egyptian legal system, whisklf is influenced by Western
(mainly French) conceptions of legality and a matkewersion of sharia.

For the majority of Afghans, disputes are settledt all, at the local level by village
elders, district governors, clerics, and policesthi

The International Police Coordination Board (IPGB) the Law and Order Trust
Fund for Afghanistan (LOTFA) have brought essent@brdination and cooperation
mechanisms, however all parties engaged still apjgebe influenced by their own
policies. The Afghan government seems to lack aceded effort in creating the
essential backbone of a trustworthy police force fam too often resorts to informal
mechanisms. The Afghan National Police is currem@rforming tasks that lie
traditionally with the army particularly in Countersurgency (COIN) activities. The
essential civilian policing parallel mechanismshsas public prosecution services,
proper functioning court system, detention systemd re-education/re-integration
mechanisms are not in place. Neither are the redulemocratic mechanisms such as
the ombudsman and a country wide functioning inddpat investigative
press/media.

The current Afghan Police Force Manning List (Tas#lk provides currently for a

police force of 96 800. There is a strong initiatied by the MOI and the US led
“Combined Strategic Transitional Command- Afghaams{CSTC-A) to increase the
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size of the ANP to 160 000. However, since thereugently no security sector
strategy in place clearly defining the divisionrofes and responsibilities between the
ANP and the ANA, such an increase bears the damigpolice being increasingly
used in counterinsurgent activities.

Despite a recent reduction in poppy cultivationgtdnistan still provides more than
90 % of the world production of Heroin. The mosteefive approach in counter-
narcotics has proven to be a mixture of law enfmeat (government presence,
policing, rule of law) and the provision of con@eihcentives (GPI, food zones,
targeted ALI interventions). The challenge is ttabae these different components in
the most effective way. UNODC continues to be thajom stakeholder in
coordinating different initiatives and taking tlead in the policy debate.

There is an existent lack of coordination betwdenrelevant Afghan stakeholders at
the border (Border police, Customs, Ministry of Gonarce and Industry). Customs
operations need to be properly financed throughegammte budget and political
interference of the MOF in the allocation of leaglpositions in the ACD needs to be
addressed.

Human Rights, Gender and Minorities

Gross human rights violations remain a serious lprobin Afghanistan where a
culture of impunity prevails. This is manifestedtie lack of political will to advance
the transitional justice process to address passembas well as the absence of
accountability for current human rights violationBhere has been a substantial
increase in civilian causalities due to the estatadf the armed conflict during 2008
and 2009 which has led to further erosion of humaaian space. Other negative
developments include the ongoing attacks on freedbmxpression, particularly in
relation to media and human rights activists.

The discrimination and marginalisation of women aficcertain minorities remain
one of the long-standing and unresolved humangigisues in Afghanistan. Women
continue to face discriminatory practices and legjisn, such as the Law on Personal
Affairs of the followers of Shia Jurisprudence. @irticular concern is the prevailing
practice of violence against women and girls inows forms such as rape, “honour
killings”, forced marriage and sexual abuse in déb@. The justice system reinforces
this violence by criminalising female victims. Thi€uchis continue to face
discrimination even though under Article 14 of f@enstitution the Government is
obliged to improve their economic, social and liyiconditions

Corruption

Corruption in Afghanistan is very much charactetid®y informal networks that
operate in a highly coordinated manner and legutderential treatment by customs
and other government officials. The 2005 World Bamkwestment Climate
Assessment has ranked corruption as the third dargarrier to business in the
country (after electricity and access to land).ditranal forms of corruption based on
patronage networks and tribal linkages as welleag forms of corruption, such as the
bribe-extracting mafias, are increasingly being tifaBonalized. The Karzai
government’s apparent inability (or unwillingnesstake a hard stance on corruption
has both undermined its legitimacy, in additionnegatively effecting confidence
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building in the public sector. A survey conducted Transparency International in
2009 indicates that corruption outranks even sgcun terms of the biggest
challenges for the Government to tackle in the nkedwre. According to the
Corruption Perception Index of Transparency Inteomal, Afghanistan ranked 179
out of 180 countri¢s. The World Bank’s latest report on fighting coriop in
Afghanistan was published in May 2009 and contaissmmary of vulnerabilities to
corruption assessments (VCAS).

24 For more details see :
http://www.transparency.org/policy research/survaydices/cpi/2009/cpi_2009 table
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Annex 8 Multi-Donor Trust Funds

In Afghanistan the international donor communitytboues working through Multi
Donor Trust Funds (MDTFs) to pool resources. Algjlowsignificant progress is
made, the public finance management capacity, edlyem line ministries remains
significantly weak to consider the application afedt transfer of resources into the
Government budget a viable alternative to be adbpitea larger scale.

The Law and Order Trust Fund for Afghanistan (LOJFfAances around 26% of the
total operating expenditure in the area of secuiitye Afghanistan Reconstruction
Trust Fund (ARTF) finances through its RecurrenstOQ&indow (RCW) about 30%
of operating expenditure in non security relatedaarand through the Investment
Window (IW) about 20% of the public investments.

The Afghanistan Reconstruction Trust Fund

The ARTF, established in 2002 and with a formalding horizon till 2020, provides
a mechanism for coordinated funding of operatind davelopment expenditures in
line with agreed priorities of the GoA. Additiorgpecific objectives of the ARTF are
to: (i) help reinforce the national budget as tkhigle for promoting alignment of the
reconstruction program with national objectives) @romote transparency and
accountability of reconstruction assistance ani f@duce the burden on limited
government capacity, while promoting capacity huagdover time.

Governance structure and management

The World Bank acts as the administrator of the d-ulh monitors the Fund's
performance, assures that funds are disburseccorgance with acceptable fiduciary
standards and to priority activities in line withligies set by GOA and agreed to by
the donors.

The Management Committee (MC) is responsible foresging progress and taking
key decisions, including the approval of investmenbjects proposed for ARTF
financing. The Ministry of Finance is now a full mber of the MC. The Steering
Committee (SC) consists of the MC members, dorfwas ¢ontribute a minimum of
USD 5 million annually, plus an additional two seatre reserved for the smaller
donors on a rotational basis. An external MonitgriAgent (MA) controls the
eligibility of reimbursement claims.

Contributions

Donor contributions have increased successively tive years, with new donors
joining and already existent donors increasingrtherel of contribution. From its

inception in 2002 to the end of Solar Year (SY) 238 arch 20, 2009 - the donors
have contributed a total of EUR 2.75 billion. The Bnd the EU MS are jointly the
largest contributors, with over 60% of the totahttbutions (EUR 1.37 billion). The

EU alone has contributed since the beginning of dperations almost EUR 280
million. Donors may "preference" a certain portiohtheir contributions towards a
particular area .EU and the EU MS have followed ¢jemeral trend towards an
increasing "preferencing” of their contributions.
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Commitments and payments: the Recurrent Cost Window (RCW)

Increasing operating costs across the governmepitasithat the RCW accounts for a
declining share of the overall budget. Nevertheldss RCW still finances around one
third of the non-security operating expenditurenDis have recently voiced concerns
over the sustainability of the ARTF, in light ofethsharp increase of the GOA
operating expenditure and repeated postponementfisoll sustainability. In
December 2008, donors and GOA endorsed the ARTéntive Program, which was
intended to strengthen the policy dialogue and stpprovided by the RCW, by
making available an increasing share of the furaiglitional on the attainment of a
set of quantitative and structural indicators.

Commitments and payments: the I nvestment Window (1W)

The IW has in the last two years increased signiftiy in volume and in scope —
mainly due to increased level of donor contribusiolm the last two years investment
commitments have exceeded recurrent cost commitimBeicentralised and national
rural development programs, such as NSP and Miantie, have been strongly
supported by the ARTF and these have been rapichjed up, ensuring strong
disbursement. Other expanding areas that attrawirdanding include the education
sector, capacity building and justice sector refoRower and urban development
(including roads and water and sanitation) havenbs&eported by ARTF without

preferences being received from donors.

Performance and assessment

The ARTF has successfully mobilised the necesssgurces from a wide range of
donors, within a comprehensive governance strucflihe RCW has allowed the
GOA to meet the needs of increasing non-securigraipng costs, while the IW has
supported the provision of key public services ssrihe country.

Two successive external evaluations have also adadl positively on the impacts of
the ARTF, both in terms of capacity building, siller effects on the PFM and the
wider benefits to the Afghan population. This pesitpicture is further reinforced by
the positive Public Expenditure and Financial Actability (PEFA) assessment and
the Administrator's review based on the indicatased Performance Assessment
Matrix.

Current challenges and way forward

The policy of permitting donor preferences has esgwontinued donor support, but
is posing a challenge in terms of flexibility andyament with the beneficiary. On the
other hand, "un-preferencing" is becoming a diftiassue for the EU and other
donors. Visibility and decision making concernateed be addressed as the ARTF
is regrettably perceived by the Afghan authoriied the public as a WB instrument.
Moreover ARTF has the tendency to top-up projetisady receiving WB funding.
More efforts are required to better coordinate amtipular among the EUMS and
European Commission in their pursuance of theitioaous dialogue with the WB
and with the other donors. The success achieveu thé Incentive Program which
effectively responds to EU concerns about sustdityais a clear example of such an
approach. To conclude, given the current Afghartecdnrecourse to ARTF remains
a good option, which, however, should not stopidtiites to further evolve it
adopting sector wide approaches.

57



The Law and Order Trust Fund

The LOTFA, established in 2002 and prolonged thhougspective project phases
(currently 5th phase till August 2010) coordinatestributions with the main purpose
to cover police salaries (priority 1). Additionakigrities of Phase V are (2)

Institutional development; (3) Procurement, maiatere and operations of non lethal
police equipment and supplies; (4) Rehabilitatiomgintenance and operations of
police facilities; (5) Gender Orientation; and @Bxyment of uniformed personnel
employed by the Central Prisons Department.

Governance structure and management

The United Nation Development Program (UNDP) is #aeninistrator of the fund
and oversees the quality, quantity and timelinéggagress towards the delivering of
intended results.

The SC is the group responsible for the executisaagement decisions. It is chaired
by the Ministry of Interior (MOI) and it includes @F, UNDP, the United Nations
Assistance Mission in Afghanistan (UNAMA) and allOCFA donors. The
implementing entity is the GoA through its desigmhinstitution, the MOI, which
retain final responsibility for the achievement mfsults. Similarly to the ARTF
model, UNDP has since the beginning of Phase Vraotmd an independent
Monitoring Agent (MA) to monitor and review disberaents, payments of police
salaries (and food allowances), accounting andrtieygoof LOTFA activities.

Contributions

Donors contribute funds into a single account adtisted by the UNDP. The size of
the contributions to LOTFA have increased expomdigtover the past 7 years, going
from about EUR 7.5 million in 2002 to over EUR 22fdlion in 2009. Of the EUR
734 million contributed to LOTFA so far, 38% comerh the European Commission
and EUMS, and 26% (i.e. over EUR 195 million) bg teuropean Commission alone.
This makes the EU the second largest contributd&rQ@FA, after the USA (36%).
Other large contributors are Japan (which contetu$125 million to LOTFA in
2009), the Netherlands, Germany and the UK. AltlhowspTFA allows for the
outright earmarking of funds for specific priorgiether than priority 1, the European
Commission has so far refrained from earmarkinfyoés.

Commitment and payment

Transfer takes place through quarterly reimburseésneh eligible expenditure or
through direct payments agreed by implementingngast or contractors. The
execution rate of priority 1 has historically beemy high, given the recurrent nature
of the reimbursements. The execution rate in gbhierity areas has been lower, even
though with little impact to the overall performangiven that the total share in
spending has also remained marginal

Performance and Assessment

The Fund has made some significant progress irriegsiinat an effective mechanism
is established for reliable payment of salariese Hrectronic Payroll System (EPS),
which allows identification of individual policemerhas developed and 85% of
policemen payrolls are being generated by EPS.Eéetronic Fund Transfer (EFT)

further ensures that the individual policeman reegihis salary on his specific bank
account. After a slow start, EFT implementation hesle significant progress in the
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recent months, and now 62.1% of individuals areixéeg their salaries through EFT.
The combination of EPS, EFT and the new identitgedor policemen contribute as
a system to significantly increasing the transpayen LOTFA financial transactions.

Current challenges and way forward

Despite the positive achievements, there are numbeonstraints that detract from
potential benefits offered by LOTFA: (i) the annydanning framework, (ii) the
limited interventions in institutional capacity klding and (iii) the ongoing focus by
donors on bilateral measures at expense of mekdhinitiatives.

The EU has managed reprioritise LOTFA’s activitiagpgrading institutional
development and including for the first time a nemiof specific benchmarks
concerning an electronic payroll system.

The lesson learnt with the design of Phase V it dhaintervention as significant as
LOTFA, which touches on development, security amti¢e issues in a challenging
“fragile state” context cannot be passively adnterisd.

Yet one of the greatest concerns for the EU iddhg-term sustainability of the ANP.
The continuous expansion of the ANP has so far beatched by increasing
contributions to the Fund. Even in an optimistiersario it will take several years
before the GOA will be able to autonomously finamsepolice. It is important to
further evolve the support to LOTFA in conjunctiath the overall reform of the
police.

59



