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| NTRCDUCT1 ON

1. Estonia joined the United Nations on 17 Septenber 1991, |ess than one nonth
after regaining i ndependence. A UNDP office was opened in Tallinn in My 1993,
with the appointnment of the first Resident Representative and United Nations
Resi dent Coordinator. A short-termcountry framework gui ded UNDP activities in
Estonia until the first country progranme was approved by the Executive Board in
April 1995.

2. The first country cooperation framework (CCF) for Estonia, which covers the
period 1997-1999, reflects the Governnent's devel opnent priorities, based on the
current situation in the country. It takes into account the UNDP gl obal mandate

to pronote sustainabl e human devel opnent, particularly for the inprovenent of
quality of life of the nbst vul nerable groups in society, with special enphasis
on inproving opportunities for wonen to participate in Estonia' s devel opnent
process.

. DEVELOPMENT SI TUATI ON FROM A SUSTAI NABLE HUVAN
DEVELOPMENT PERSPECTI VE

3. Estonia's economic transition included the twofold chal |l enge of managi ng
the transformation froma centrally planned to a market econony, while at the
sane time adjusting to considerabl e external shocks, such as an increase in
energy prices and the loss of traditional markets in the republics of the former
Soviet Union. Wile this initially led to sharp decreases in output, enploynent
and real wages, causing an imediate decline in living standards, real output
started to recover in late 1993, and positive econom c growth rates have been
recorded for both 1994 and 1995.

4. As a result of the Governnent's policies on inconme distribution and socia
wel fare, which enphasi ze increased efficiency and the reducti on of macroecononic
i mbal ances, the country has achi eved remarkable results in a relatively short
period of tine. A decrease in the rate of inflation to an estinmated

25 per cent, an increase in average real nonthly wages of sonme 40 per cent,
strong growth in exports to western nmarkets and a considerable flow of direct
foreign investnent have all played inportant roles in reversing the negative
growth trends of the early stages of the transition. A stable and fully
convertible currency, the kroon, and extrenely conservative fiscal policies,
whi ch, by law, require bal anced State budgets, have also contributed to
international confidence in Estonia's future.

5. Neverthel ess, Estonia still faces considerable challenges in its efforts to
create a just and equitable environnent for the self-realization of its
residents - citizens and non-citizens alike. Wth respect to the UNDP priority
areas of focus for sustainable human devel opnent, the situation in Estonia is
sumari zed bel ow.
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Gover nance
6. Est oni a began the process of restructuring public sector managenent

i mediately after regaining its independence. The main task has been redrafting
basic legislation. Although this process will continue for the foreseeable
future, it may be said that a basic | egal franmework exists. Building nationa
capacity, devel opi ng human resources and formng a civil service structure have
been equal ly inmportant goals. Decentralization and del egati on of deci sion-
maki ng to the local -authority level continues to be an integral part of the
process. In order to guarantee the efficient functioning of all governing
structures, considerable investment in human resource capacity-building and

i nformation technology will be necessary. Special efforts will be made to

i nvol ve civil organizations in decision-nmaking processes at both the nationa
and | ocal levels, to foster further denocratic devel opnent.

Poverty eradication

7. The social safety net has played a very inportant role in Estonia. 1In the
third quarter of 1995, cash benefits accounted for 55 per cent of househol d

i ncome for the poorest 10 per cent of the population. Oficially, 10 per cent
of inhabitants fall below the poverty line. But according to the 1996 nati ona
human devel opnent report, poverty is significantly nore wi despread. Moreover
inequality in the distribution of wealth, as nmeasured by the G ni coefficient,
has becone a critical issue. Wth UNDP assistance, the Governnment is addressing
the i ssues of poverty and econom c inbal ances, focusing on the devel opnent of a
nati onal action plan as well as public awareness and participation in creating a
sound soci o-econom ¢ environnent for all residents. Joint activities with the
Wirl d Bank are being designed, focusing on policy issues.

Enpl oyment
8. Expl osi ve unenpl oynent has not been a major factor in Estonia' s transition

The first unenployed in Estonia were registered in 1991. However, the

unenpl oynment rate takes into account only those officially registered as
unenpl oyed, thus |eaving out a | arge nunber of people who do not neet
registration criteria. According to the data provided by the National Labour
Mar ket Board, the unenploynent rate was estimated at 5 per cent in 1995.

9. There are considerabl e regional differences in the unenploynent rate. The
reasons for this lay partly in the collapse of Soviet State-run conpanies. 1In
addition, inpact and results of the privatization process have varied from
region to region. The Government has started to address these issues, but a
nore focused approach is needed. There is a need to work on |l ong-term
perspectives and strategies, as well as changes in attitudes. |t has becone
apparent that market forces alone will not be able to ensure sustainable
l'ivelihoods for the Estonian people. The Governnent intends to devel op nore
aggressive labour policies in the future.
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Gender

10. There is a need to devel op mechani snms to address gender issues at the

nati onal level. Although public awareness about the subject has increased in
the recent past, a national policy is yet to be prepared. In addition, there is

a need to increase the nunber of wonen at deci sion-nmaking | evels.

11. According to data froma Gender Analysis Unit established and supported by
UNDP at the University of Tartu, in 1993, 53.3 per cent of the popul ation were
worren, the total fertility rate was 1.45, and fenmale |ife expectancy was

73.8 years (conpared to 75 years in 1992). According to 1994 data fromthe sane
Unit, 51 per cent of the workforce were wonen, 5 per cent of them managers,

45 per cent specialists and 23 per cent public servants (officials and service
providers). The 1995 national report prepared with support from UNDP for the
Fourth World Conference on Wnen activated researchers and wonen's organi zati ons
and made it possible for a group of interested officials and representatives of
non- governmental organi zations (NG3>s) to be formed to address gender issues at a
deeper | evel.

Envi ronnent and the sustainability of natural resources

12. In Estonia, the principles of environnental protection and sustai nable
human devel opnent have not yet been actively enbraced by a significant
proportion of the popul ation, although a few dedi cated groups have taken an
interest in the concept. However, in February 1995, the Estonian Parlianent
adopted the Act on Sustainabl e Devel opnent, which enphasizes the need to take
i nto account environnmental considerations in spatial planning and industria
devel opnent. UNDP support activities hel ped to shape the content of this

i mportant deci sion.

13. As Estonia faces the challenge of redesigning its soci o-econom c system a
uni que opportunity exists to incorporate the principles of sustainable

devel opnent into the basis of the new structure and as an integral conponent of
al | devel opnent pl ans.

1. RESULTS AND LESSONS OF PAST COOPERATI ON

14. The first country programe for Estonia covered the period 1993-1996.
During the period covered, the Government and UNDP devel oped an under st andi ng of
each other's strengths and weaknesses. All other major donors had been active
in the country and had established a presence two years earlier, in 1991. These
factors contributed to a somewhat ad hoc approach to the first UNDP
interventions in the country.

15. Neverthel ess, the Government recognized that the United Nations system had
aclear role to play as a partner in Estonia's efforts to re-establish its ties
with the international community. Thus, three broad areas of cooperation were

identified, nanely: admnistrative reformand governance; econom c strategies

and policies; and the social inpact of transition
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16. A conprehensive review of the first country progranme has confirmed that,
despite limted resources, UNDP has been able to nake a consi derable
contribution in strengthening the capacity of several government departments.
These interventi ons have enabl ed the Governnment to respond to a nunber of
critical issues, pronoting econom c, social and denocratic devel opment of the
country.

17. Specifically, UNDP supported Estonia's efforts to regularize the |ega
status of a large nunber of non-Estonians residing in the country, by
establishing a transparent and efficient process for handling applications for
residence permts. This effort attracted substantial cost-sharing resources
fromthe Governments of Denmark, Finland, Norway, Sweden and Switzerl and.

18. Furthernore, UNDP supported activities ainmed at increasing the |evel of
awar eness of the concept and principles of sustainable human devel opnent,
primarily through the publication of annual national human devel opnent reports,
but al so through direct support to NGOs, gender progranmes and sustai nabl e

l'i vel i hoods.

19. Estonia's transition during the past five years has by all accounts been
successful. A wealth of experience has been gai ned and the Governnent is ready
to consider making the country's expertise available to countries that are at an
earlier stage in the transition process. Estonia will continue to seek ways to
prepare for its role as an energing donor

20. As aresult of the experiences gained in the first country progranme, the
Gover nnment supports the conclusion reached by UNDP that its interventions would
have a greater inpact through a nore determ ned use of the progranmme approach
Thus, it is hoped that the concept of national programes as opposed to nationa
projects will becone a tool for a nore judicious allocation of both national and
ext ernal resources.

I11. PROPOSED STRATEGY AND THEMATI C AREAS

21. In light of the Governnent's priorities and the capacities of UNDP and

ot her organizations in the United Nations systemto support them the CGovernnent
of Estonia views support fromthe United Nations systemas a significant

di nension of its devel opment efforts. Taking into account the considerabl e

| evel of external support available to Estonia through bilateral donor sources,
t he European Union and international financial institutions, under the first
CCF, UNDP will cooperate with the Governnent in the foll ow ng areas:

(a) denocracy and governance and (b) alleviating the social inpact of the
transition.

A Denocracy and gover nance

Support to the National Integration Programe

22. A particularly conplex problemfor the country is the econom ¢ and socia
integration of a |large, non-Estonian popul ation. Wile several internationa
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m ssions have confirmed that Estonia is treating its non-citizens in an entirely
accept abl e manner fromthe viewpoint of human rights, it is clear that

successful denocratization in Estonia will require the participation of all its
permanent residents in shaping the nation's econonmic¢ and social future. It is
the opinion of the Government that UNDP and the United Nations systemin genera
are well -positioned to help the Government to neet this challenge by supporting
t he devel opment of a national integration strategy, as well as providing direct
assistance for its inplenmentation.

Support for capacity-building in civil society organi zati ons

23. The CGovernnent of Estonia recognizes fully that its citizens will play an
increasingly inmportant role in shaping a denocratic society. Moreover, the
Government would |like to take advantage of the potential contributions of civi
soci ety organi zations, particularly in pronoting the devel opment of the soci al
sector. Support will be provided for the devel opment of a national NGO network.
In addition, the focus on gender-in-devel opment issues will be naintained,

t hrough the provision of support to the Gender Analysis Unit at the University
of Tartu.

Support to citizen's registration

24. The CGovernnent has requested that UNDP continue its support to centra
State agencies such as the Estonian Citizenship and M gration Board and the
State Computing Centre, to ensure that the necessary central databases and
registers are fully established and functioning, in accordance wi th European
Uni on standards. The Governnent of Finland has expressed an interest in

col l aborating with UNDP, particularly in providing support for the Estonian
Citizenship and Mgration Board. The Governnent has al so requested that UNDP
continue its support in building capacity at the nunicipal and | ocal counci

| evel s, using as a vehicle the preparation of community-I|evel Agenda 21s.

25. The CGovernnent has al so decided to establish a national nonitoring and

evaluation unit in the Mnistry of Finance and counts on UNDP to bring its
experience to this newinitiative.

B. Alleviation of the social inpact of transition

26. UNDP has hel ped to increase public awareness of the social inpact of the
transition through the annual publication of the national human devel opnent
report. The report has received favourable responses fromall segnents of
society. It has provided the grounds for public discussions and is w dely used
as teaching material in universities and other institutions of higher education
Thus, the report will continue to be published on an annual basis, with
financi al support and substantive input from UNDP

Support to the National Social Reform Programe

27. The Covernnent of Estonia has established an interministerial comrittee to
review the main recommendati ons of the various United Nations gl obal conferences
and to prepare proposals for followup actions. UNDP will provide support for

/...
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this process, particularly for the devel opnment of strategies to conbat poverty
and social exclusion. This will include providing direct support for the
Governnment's National Social Reform Programe.

Support for information technology in schools

28. UNDP will assist the Government in a mgjor initiative, the National
Programme for the Conputerization of Education in Estonia, which ains at

provi ding every school in Estonia with access to nodern information technol ogy,
as well as access to the Internet. |In addition, the CGovernment has requested
that UNDP continue its support for curricul umdevel opnent, including the editing
and publishing of teaching materials on gl obal concerns and concepts of human
devel opnent.

Support for gender in devel opnent

29. Gender-nmainstream ng i s now recogni zed by the Governnent as an issue that
needs to be addressed at the national level, with UNDP support for the
preparation of a national framework for Estonia, based on the reconmendations of
the Fourth World Conference on Wnen. A decision has been made to establish a
Gender-Equal ity Bureau at the Mnistry of Social Affairs, which will serve as a
Gender -i n- Devel opnent Unit, conplenmenting the Gender Analysis Unit at the
University of Tartu and a Wnen's Studies Unit at Tallinn Pedagogi c University.
Thr ough these centres, UNDP has been requested to continue to work with severa
NGOs on gender-in-devel opnent issues.

Support for a sustainable devel opnent strategy

30. In February 1995, the Estonian Parliament passed the Act on Sustainabl e
Devel opnent, which called for the establishment of a National Comm ssion on
Sust ai nabl e Devel oprent. The Conmm ssi on woul d advi se the Governnment on maj or
public investnent programres, to ensure their sustainability fromboth an
environnental and econonmic point of view In this context, the Governnent has
expressed serious interest in fornulating a national response to the Baltic
Agenda 21, which was pronul gated at the sunmt of Baltic Prime Mnisters in

Vi sby, Sweden, in May 1996. UNDP, with additional funds from Capacity 21, wll
play a crucial role in operationalizing the National Conm ssion on Sustainabl e
Devel opnent and assisting in devel opi ng an Estoni an Agenda 21.

V. MANAGEMENT ARRANGEMENTS

Execution and inpl enentation

31. National execution will continue to be the preferred nodality for executing
UNDP- supported projects and progranmes in Estonia. Support from United Nations
speci al i zed agencies will be sought as necessary.

32. The progranmme approach will be used to increase the inmpact of UNDP and
United Nations systemcooperation. Priority will be given to assisting the
Government in the formulation and inplenmentati on of national progranmmes. These
woul d serve as the primary conceptual framework for the design of UNDP support,

l.o..
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the nobilization of national and external resources, the coordi nati on of donor
support, and project inplenmentation, nonitoring and eval uation

Monitoring review and reporting

33. Projects will be reviewed to ensure that goals and objectives are clear and
result-oriented. Progress reports and bi- or tripartite reviews of each project
wi || be undertaken in accordance with UNDP rul es and regul ations. Forma

eval uations of project inpact will be undertaken as necessary. Benchmarks and
success indicators will be identified for each national progranme and project,
in order to facilitate the nmonitoring and eval uati on of i npact.

Resource nobilization

34. Gven the imted UNDP core resources available, particular attention wll
be given to the nobilization of additional resources to support Covernment/ UNDP
initiatives in the country. 1In addition, special efforts will be nade to

encour age donors to increase their contributions to the Baltic Trust Fund and to
provide third-party cost-sharing resources to conpl enent UNDP support to

sel ected national programes, such as the programe for the integration of the
non- Est oni an popul ati on
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Annex
RESOURCE MOBI LI ZATI ON TARGET TABLE FOR ESTONI A (1997-1999)

(I'n thousands of United States dollars)

Sour ce Anount Conment s

UNDP CORE FUNDS

Esti mated | PF carry-over -

TRAC 1.1.1 95 Assigned i mediately to country.

TRAC 1.1.2 Oto Thi s range of percentages is
66.7 per cent |presented for initial planning
of TRAC 1.1.1 |purposes only. The actual
assignnent will depend on the
availability of high-quality
programmes. Any increase in the
range of percentages would al so
be subject to availability of

resour ces.
O her resources 660 In line with decision 95/23,
par agr aph 19.
SPPD/ STS? 105
Subt ot al 860°

NON- CORE FUNDS

Gover nnent cost-sharing -

Sust ai nabl e devel opnent funds 150 Capacity 21
Third-party cost-sharing 1 500
Funds, trust funds and ot her 1 150
of whi ch:
Baltic Trust Fund 1 000
Poverty Alleviation Trust
Fund 150
Subt ot al 2 800
GRAND TOTAL 3 660°

2 Tentative SPPD/ STS targets are established as a fixed percentage of potential TRAC
resources, including "other resources" for Europe and the Commonweal th of | ndependent
States. The anmpbunt shown is higher than these targets owing to the need for such support
and ot her country-specific factors.

b Not inclusive of TRAC 1.1.2, which is allocated regionally for subsequent country
appl i cation.

Abbreviations: |PF = indicative planning figure; SPPD = support for policy and

programme devel opnent; STS = support for technical services; and TRAC = target for
resource assignnent fromthe core.



