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SITUATION ANALYSIS
The Ecuadorian Constitution of 1998 states that, with the exception of defence and security, foreign policy, economic and fiscal policy, external debt management and any other function that the Constitution expressly excludes, all the functions of the state can be transferred to the local governments. With the aim of modernising Ecuador, the Constitution shapes the structure of the State as a system that generates outputs through a coherent and decentralised network of local governments at three levels: provinces, municipalities and parishes. 

Ecuador has been recently identified by Transparency International as one of the most corrupt countries in Latin America (Global Corruption Report 2001). During the last few years, corruption has become one of the most important obstacles to the national economic, social and political development. The Ecuadorian Anticorruption Commission stressed that corruption has weakened the pillars of democratic legitimacy, distorted the economic and financial system, and generated within the Ecuadorian society a strong feeling of distrust in the future .

Transparency problems are striking at the national level. However, the 1999 Human Sustainable Development (HSD) Report of Ecuador highlighted that decentralisation is creating a number of important centres of decision at the local level affected, mutatis mutandis, by the same problems. The report concluded that transparency is essential for local governance and HSD promotion.  Within this framework, UNDP – Ecuador is promoting transparency at the local level intended not only as the absence of corruption, but also as the accomplishment of all conducts directed to achieve the objectives established by both the law and people’s mandate.

Within the Country Co-operation Framework 1999-2003 (CCF), UNDP-Ecuador has decided to formulate this project that couples decentralisation with the fight against corruption at local level. UNDP – Ecuador is convinced that efforts for the Human Sustainable Development of Ecuador imply advocacy for decentralised governance and the implementation of a sound anti-corruption policy. 
The transfer of functions and funds from the central government to the local authorities will be carried out when the latter is capable of coping with the new responsibilities. Things being so, it is of vital importance to eradicate corruption, or the risk of it, from the local governments before it hampers the process of decentralisation. Furthermore, closeness to the population and corruption are inversely related because the governmental agency that holds responsibility for the provision of services can be easily made accountable to the beneficiaries if the service provided falls below acceptable standards.
STRATEGY
UNDP-Ecuador CO is already working on the strengthening of local governments, promoting dialogue among the different components of the Ecuadorian society, participation, transparency, and efficient administrative and fiscal procedures for the provision of services at the local level. 

When one looks at decentralisation as a part in the anti-corruption fight, one has to take into account both the human and the financial factors. On the one hand, honest civil servants can do little if the system per se encourages corruption; on the other hand, a well-organised structure will not produce the expected outputs if the people who work within it are not properly trained. For this reason, what Ecuadorian local governments need is the implementation of a procedure that, under institutional and social control, avoids corruption opportunities and ensures transparency and efficiency in the fiscal management, thus fostering the strategic use of financial resources.

The implementation of these mechanisms also serves another purpose. Fiscal autonomy requires that the local governments improve their capacity for tax collection at local level (Ecuadorian provinces, municipalities and parishes manage two different kinds of funds: those that are transferred by the central government and those that are locally generated). Such a capacity will be improved through an efficient management of the existing resources. It has been demonstrated that when local authorities make use of public money to address the need of the local community, the latter responds with a responsible fiscal behaviour, thus expanding the fiscal capacity of the local government and reducing the risk of corruption.

As for transparency, any anti-corruption strategy envisaged after 1998 must take into account the fundamental shift from a centralised to a decentralised structure of the Ecuadorian State. Therefore, the fight against corruption will be brought at the local level where the fragility of the institutional framework and a hard-dying tradition of caciquismo generate the risk of corruption. UNDP – Ecuador is already collaborating with the Ecuadorian Anticorruption Commission in order to establish transparent administrative systems and training local entities (mainly rural and urban social organisations) throughout the country in social control mechanisms. The expected results are the reduction of corruption levels within public administration at the local level as well as the creation of a web of local entities exerting social control on the basis of the provisions of the Ecuadorian Ley de Juntas Parroquiales
.

An important aspect of the implementation of this project is the use of the participatory methodology. This will guarantee the empowerment of all beneficiaries, therefore ensuring the future sustainability of project results.

Beneficiaries of this project are four local governments (Otavalo, Cayambe, Tabacundo, y Portoviejo)  selected on the criteria of geographical distribution (the Coast and the Highlands), legitimacy level of the current administration and participatory attitude. This project will be a pilot initiative that, if successful, will be replicated at a national scale within the framework of UNDP - Ecuador Local Government Strengthening Programme.

PROJECT RESULTS AND RESOURCES FRAMEWORK*

Intended Outcome as stated in the Country Results Framework 

G1 Governance   SGN4 – SASN1           N° 2: Improved efficiency, accountability and transparency in the civil service 

Indicator Statement: Corruption-control capacity at local level strengthened and local community’s participation increased
Baseline: Many corruption opportunities due to wrong administrative and financial procedures and ill-functioning accountability mechanisms (including little participation on the part of the local community)
SRF End Target: Reduced corruption opportunities at local level, thanks to transparent procedures for service-delivery and the strategic use of financial resources under social and institutional control

Applicable Strategic Area of Support (from SRF) and TTF Service Line (if applicable)  

Civil Service Accountability

Partnership Strategy 

UNDP – Ecuador is the main promoter of the project. Local governments will implement the activities of the project in accordance with a participatory strategy that involves the local community. 

Project title and number 

ECU/02/001      Anti-Corruption Fight in the Context of Decentralisation

Outcome

Implemented transparent administrative and financial systems under social and institutional control

Objectives


Intended Outputs
Indicative Activities
Inputs

1. Implementation of transparent administrative systems capable of delivering efficient and corruption-free services that the local community requires.


1.1 Transparency in administrative systems implemented in a participatory way.

1.2 Improved management of human resources according to principles of ethics and performance.

1.3. Increased participation of citizens in social control.


1.1.1 Inter-institutional agreement with the Anti-corruption commission.

1.1.2 Elaboration, jointly with local governments’ officials (participatory methodology), of guidelines on transparent methods in administrative and reporting procedures.

1.1.3 Support to the implementation of the new guidelines on transparent administrative procedures and reporting procedures.

1.2.1 Elaboration of a new system of human resources management promoting incentives and merit based promotions.

1.2.2 Support to the definition of a staff structure chart with defined responsibilities and duties.

1.2.3 Elaboration, jointly with local governments’ officials (participatory methodology) of a code of conduct.

1.2.4 Support to the implementation of the staff structure chart and code of conduct.

1.3.1 Training of citizens on social control of public administration (comités barriales and other urban and rural social organisations).

1.3.2 Support to the establishment of information mechanisms allowing social control on public administration (including publication of local governments’ plans, activities reports, and results).


· National consultancy 

· External printing

· Workshop expenses 

· Training expert 

· National consultant

· National consultancy 

· Training expert

· Workshop expenses

· National consultancy

· Workshop expenses

· National consultancy

· Workshop expenses

· Training expert

· National consultancy

· National consultancy

· Training expert

· Workshop expenses

· External printing

· Information campaigns.

2. To create and implement a procedure that, under institutional and social control, fosters the strategic and transparent use of financial resources.


2.1 Civil servants trained on the legal framework on fiscal matters.

2.2 Civil servants trained on the efficient and transparent exploitation of local direct taxation 

2.3 Local civil servants and communities trained on the correct use of the use on the “participatory budget” methodology 

2.4 Monitoring of the public spending through reliable indicators of transparency and efficiency.
2.1.1 Elaboration and diffusion of guidelines on the legal framework on fiscal matters.

2.2.2 Training to local governments’ personnel on the legal framework on fiscal matters.

2.2.1 Training to local governments’ personnel on the sources of local direct taxation (eg. cadastre)

2.2.2 Support to the implementation of a strategy for the re-investment of locally raised tax-funds 

2.2.3 Training to local governments’ officials on ethics in public funds management.

2.3.1 Facilitation of inter-actors agreements on the use of the participatory budget methodology

2.3.2 Training to local civil servants and communities on the participatory budget methodology.

2.4.1 Support to participatory elaboration of indicators on the efficiency of public spending 

2.4.2 Support to the implementation of an information policy on the part of the local governments.
· National consultancy

· External printing

· Workshop expenses 

· Training expert

· National consultancy

· Training expert

· Workshop expenses 

· National consultancy

· Workshop expenses

· Training expert

· National consultancy

· Organisation of events 

· National consultancy

· Training expert

· Workshop expenses

· National consultant

· Training expert

· Information campaigns

· Information campaigns

PROJECT RESULTS AND RESOURCES FRAMEWORK - SAMPLE OF AN ANNUAL INPUT-OUTPUT BUDGET 

ANNUAL OUTPUT TARGET 

Year 1 - Potential risk factors and related indicators identified

WORKPLAN FOR YEAR 1

ACTIVITY

DESCRIPTION
INPUTS DESCRIPTION
BUDGET LINE
BUDGET

1.1.1 Inter-institutional agreement with the Anti-corruption Commission.

1.1.2 Elaboration, jointly with local governments’ officials (participatory methodology), of guidelines on transparent methods in administrative and reporting procedures.

1.1.3 Support to the implementation of the new guidelines on transparent administrative procedures and reporting procedures.

1.2.1 Elaboration of a new system of human resources management promoting incentives and merit based promotions.

1.2.2 Support to the definition of a staff structure chart with defined responsibilities and duties.

1.2.3 Elaboration, jointly with local government’s officials (participatory methodology), of a code of conduct.

1.2.4 Support to the implementation  of staff structure chart and code of conduct.

1.3.1 Training of citizens on social control of public administration (comités barriales and other urban and rural social organisations). 

1.3.2 Support to the establishment of information mechanisms allowing social control on public administration (including publication of local governments’ plans, activities reports, and results).
· National consultancy 

· External printing:

· Workshop expenses 

· Training expert 

· National consultancy

· National consultancy

· Training expert

· Workshop expenses

· National consultancy

· Workshop expenses

· National consultancy

· Workshop expenses

· Training expert 

· National consultancy

· National consultancy

· Training expert 

· Workshop expenses

· External printing

· Information campaigns
17.02

53.01

32.01

17.03

17.02

17.02

17.03

32.01

17.02

32.01

17.02

32.01

17.03

17.02

17.02

17.03

32.01

53.01

53.02
2.500

1.000

2.000

2.000

2.500

2.000

2.000

1.200

1.000

1.500

1.000

1.000

2.000

1.500

3.000

2.000

1.500

2.000

4.000

Total component one


35.700

2.1.1 Elaboration and diffusion of guidelines on the legal framework on fiscal matters.

2.1.2 Training to local governments’ personnel on the legal framework on fiscal matters.

2.2.1 Training to local governments’ personnel on the sources of local direct taxation (eg. Cadastre)

2.2.2 Support to the implementation of a strategy for the re-investment of locally raised tax-funds 

2.2.3 Training to local governments’ officials on ethics in public funds management

2.3.1 Facilitation of inter-actors agreements on the use of the participatory budget methodology

2.3.2 Training to local civil servants and communities on the participatory budget methodology.

2.4.1 Support to participative elaboration of indicators on the efficiency of public spending 

2.4.2 Support to the implementation of an information policy on the part of the local governments.
· National consultancy

· External printing

· Workshop expenses 

· Training expert

· National consultancy

· Training expert

· Workshop expenses 

· National consultancy

· Workshop expenses 

· Training expert

· National consultancy

· Organisation of events

· Training expert

· Workshop expenses 

· Training expert

· National consultancy

· Information campaigns
17.02

53.01

32.01

17.03

17.02

17.03

32.01

17.02

32.01

17.03

17.02

32.01

17.03

32.01

17.03

17.02

53.02
2.500

2.000

1.500

2.000

3.000

2.000

1.500

2.500

1.500

2.000

2.500

700

2.000

1.500

2.000

2.500

4.000



Total component two


35.700

General costs
· Component one co-ordinator

· Component two co-ordinator

· Travel expenses of project related personnel 
17.01

17.01

15.01
10.800

10.800

4.000

Administration costs (3%)


3.000

PROJECT TOTAL BUDGET


100.000

MANAGEMENT ARRANGEMENTS 

The project’s national counterparts and implementing entities will be the municipalities of Otavalo, Cayambe, Tabacundo, and Portoviejo. UNDP will support project execution according to the NEX modality.

UNDP will provide the administrative and logistical support for personnel recruiting, services provision, and financial management.  UNDP guidelines on monitoring and reporting procedures will be applied.  Details will be specified in a memorandum of understanding with national counterparts.

Technical co-ordinators for the two components will be responsible for the technical, financial and administrative implementation of the project, including project personnel recruiting and procurement.

LEGAL CONTEXT

This project will be implemented according to the National Execution modality (NEX) as established by the Co-operation Agreement between UNDP and the Government of Ecuador, published on the Official Journal N. 164 of the 6th of April 1989.  Being a pilot project, it will be initially implemented through the Preparatory Assistance framework.
Within UNDP – Ecuador initiatives in the field of decentralisation, this project aims at the reduction of corruption opportunities in the municipalities of Otavalo, Cayambe, Tabacundo, and Portoviejo. The transfer of responsibilities and funds to the local governments established by the Ecuadorian Constitution of 1998 will be carried out when the institutional structure of Ecuadorian Provinces, Municipalities and Rural Parishes will be solid enough. UNDP – Ecuador will support the strengthening of local governments through the implementation of anti-corruption practices. The new transparent administrative and fiscal procedures that will be implemented under social and institutional control will allow local governments to deliver the services required by the community and make strategic use of locally-generated financial resources.








� Ley de Juntas Parroquiales, Cap. II, Artt. 4 y 5.
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