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| NTRODUCTI ON
1. This draft country cooperation framework (CCF) has been prepared by the

Governnent of the Denobcratic Republic of Sao Tone and Principe in consultation
with the United Nations Devel opnent Progranme (UNDP) on the basis of the

Advi sory Note approved by UNDP headquarters and transmitted to the country

of fice on 31 January 1997. It covers a five-year period (1997-2001) so as to
coincide with the programe cycles of the other United Nations agencies
represented in Sao Tome and Princi pe.

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

2. Sao Tone and Principe is one of the | east devel oped countries. In 1995 its
per capita gross donmestic product (CDP) was estinmated at $319. According to the
1996 Human Devel opnent Report, its human devel opnent indicator was 0.458 and it
ranked in 132nd place. In studies made by UNDP, it was estimated that in 1994
40 per cent of the population lived below the poverty line and 33 per cent in
extreme poverty. It is officially estimated that 28 per cent of the popul ation
is unenployed. Wdnen are affected disproportionately: 44.9 per cent of the
total active female population has yet to obtain a first job and fam lies headed
by wonmen constitute 85.1 per cent of the households without incone. The sane
disparity is to be found in the unenpl oynent statistics: although wonen
represent 50.4 per cent of the econonmically active popul ation, they represent
only 33.2 per cent of the enployed population and twice as nmany of themare in
the | owinconme categories as nen

3. The Governnent has made poverty reduction its first priority. The effort

i nvol ves a nunber of closely |inked aspects: rural devel oprent, the devel opnent
of the private sector and the encouragenent of investnent, job creation, access

to credit and the integration of wonmen into devel opnent, increased participation
by civil society and the inprovenent of basic social services.

4. In order to encourage private initiative and create jobs, enphasis has been
pl aced on the privatization of public enterprises, encouragenent of foreign and
domestic investnent and the creation of nmicro-, small- and medi um scal e
enterprises enploying sinple technol ogies and exploiting national resources. It
nust neverthel ess be noted that the national private sector remains enbryonic,
anong ot her reasons because of the absence of a favourable | egal and
institutional environment and a stimulatory credit policy.

5. The integration of wonmen into devel opnment becane a national concern
following the Cairo and Beijing Conferences, whose preparation and foll ow up
stimul ated a dynam c process of association and reflection which led to the
organi zation of a National Forum of Wnen of Sao Tonme and Principe and the
preparation of a national platform It nust, however, be noted that, although
Sao Tone and Principe ratified the Convention on the Rights of the Child in
1991, it has not yet ratified the Convention on the Elimnation of Al Forms of
Di scrim nation agai nst \Wnen.
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6. The popul ation grew from 96,111 in 1981 to 117,500 in 1991, the date of the
| ast census, which represents an average annual rate of increase of

2.5 per cent. The total fertility rate is 5.9 children per woman. The
proportion of children below the age of 15 was 46.9 per cent in 1991. The
rural exodus, which began w th independence, has accel erated, but 55.3 per cent
of the population still lives in rural areas. Wnen represented 50.6 per cent
of the population in 1991, as conmpared with 50.3 per cent in 1981, although in
1970 the nale to female ratio was still 103.7.

7. Popul ation grow h and the industrial and agricultural activities of the
popul ati on put heavy pressure on the environnent. The predom nance of cocoa
(50 per cent of cultivated |and) inpoverishes the soil. The rapid expansion of
food crops is carried out at the expense of the forests, which are burned, and
whose deterioration is aggravated by the intensive use of wood for housing
construction and donestic energy. Water resources, which are theoretically
adequate in a country with heavy rainfall, are polluted by human and
agricultural wastes.

8. The Governnent, alerted and supported by its national and internationa
partners, has begun to take concerted action to protect the country's present
and future natural resources, including the drafting of environnmenta

| egi slation and the preparation of a National Environnental Plan for Sustainable
Devel opnent with the support of the UNDP Capacity 21 programme. On the other
hand, the R o Conventions have not yet been ratified, so that the country is
still ineligible for dobal Environment Facility (GEF) financing.

9. Since the end of the 1980s the quality of basic social services has
decl i ned, because of the conbined effects of denpgraphic growh, the rapid
deterioration of infrastructures owing to the lack of attention and resources
needed for their maintenance, the loss of notivation of staff and the | ow
proportion of the country's budget allocated to the social sectors.

10. Health indicators are better than the average in sub-Saharan Africa, but
they are beginning to deteriorate. This alarming trend is due to the resurgence
of malaria, which is the | eading cause of death for children bel ow the age of
five. In general, the health sector is badly organized. There is no sectora
policy or planning in ternms of needs and resources, and the field services,
especially in the nost distant districts, are inadequate. To renedy this
situation, the Governnment, with the support of its nmain partners, has begun to
carry out pilot projects within the franework of the Bamako Initiative.

11. In the case of education, overall indicators are relatively good fromthe
quantitative point of view, with a literacy rate of 74.9 per cent for nmen and
67.5 per cent for women. The quality of education |eaves sonething to be
desired, however, especially as primary school children receive only three hours
of schooling a day because of the |lack of classroons, which nakes a triple-shift
system necessary. The Governnment and its partners have placed enphasis on a
programe of school construction and renovation and on the training of teachers.
A teacher-training school has been established and sol utions are bei ng sought to
the problem of |ow sal ari es.
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12. The civil service now nunbers 3,777 officials (about 10 per cent of the
econom cal |y active popul ati on) whose nonthly salaries range fromthe equival ent
of $14 for a senior technician to $59 for a mnister. Adninistrative reformis
anong the top priorities of the Governnent, and is an integral part of the

adj ustnent programme. Wth the support of UNDP, a considerabl e anmobunt of work
has al ready been done with respect to |egislation, organization, nmanagenment and
training. The actual inplenmentation of the reformshould begin towards the end
of the first half of 1997, with the help of UNDP and the World Bank.

13. At the political level, the inauguration of the denocratic systemafter the
adoption of the new Constitution of 1990 nade possi bl e the appearance of severa
parties, and denocratic alternation in power has been in full effect since then
However, as the inauguration of denocracy coincided with the worsening of the
econom ¢ and social crisis, the popul ation has becone increasingly frustrated,
and a certain nostalgia for the pre-denocratic past and a strong regi ne has
begun to appear.

14. Cvil society and an associ ati onal novenent are energing, particularly
among snall farm ng and fishing comunities joined together in associations or
cooperatives. The associational activities are still enbryonic in nost
comunities, but they are being encouraged by both the authorities and the
country's devel opnent partners.

15. Sao Tone and Principe inherited fromthe colonial period an econony based
on the nonocul ture of cocoa and heavily dependent on the course of world market
prices. As its productive base |acks diversity, the country remains dependent
on inports for foodstuffs, consumer goods and energy, which has led to a grow ng
disequilibriumin its balance of trade. |In 1987, because the budget deficit and
the disequilibriumin the balance of paynents had becone unnanageable, it
enbarked on a structural adjustnent programme with the support of the Wrld
Bank, the African Devel opment Bank and its chief bilateral partners (France and
Por tugal ).

16. Thus far, the results have been Iimted. The disequilibriumin the balance
of trade and services persists. The financial narket remains very fragile,
because of its thinness, its marginality, the lack of donestic savings and the
gal | opi ng deval uati on of the national currency.

17. The country is very heavily dependent on foreign aid. O the $23.3 mllion
budgeted for the Public Investment Progranme (PIP) in 1995, 17.1 cones from
extrabudgetary sources, including 15.4 million in external financing (8 mllion
ingifts, 7.4 mllion in loans). The public debt has beconme unmanageabl e, the
ratio of debt service to exports of goods and services is 110.3 per cent. At
the end of 1996, outstanding debt anmounted to $295 million, nmore than five tinmes
the GNP. O this debt, 55.6 per cent was owed to nultilateral institutions,
primarily the African Devel opment Bank (ADB) and the International Devel opnment
Association (IDA). Bilateral debt was mainly to Angola and Portugal and, to a

| esser extent, France.

18. 1997 will be a particularly difficult year, as the country nust begin to
repay nunerous debts to international financial institutions. It could be
eligible for aid under the assistance to heavily indebted poor countries
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initiative, provided there is a clear inprovenent in its macro-economc
per f or mance.

1. RESULTS AND LESSONS OF PAST COOPERATI ON

19. In spite of the considerable resources provided by internationa
cooperation, the inpact of the devel opnment progranmes and projects has in
general been disappointing. This failure can be attributed to a nunber of
causes:

(a) a very severe colonial |egacy which has marked the collective psyche
and |l eft a deep residue of resignation and passivity;

(b) the devel opnent progranmes were externally initiated, wthout
suf ficient national involvenent;

(c) the devel opnent progranmmes were overanbitious; they did not take
sufficient account of the level of national capacities and were not sufficiently
concerned with transferring skills;

(d) the political instability of recent years has resulted in frequent
changes of governnment, national counterparts and programes, and a trend towards
the politicization of senior official posts;

(e) the lack of coordination between donors and between different
gover nnent departnents;

(f) devel opnent policies neglected basic devel opnent on a scale
appropriate to the country's dinensions and did not draw sufficiently on the
participation, work and ideas of the aid recipients;

(g) the nmacro-econonmic reforns were introduced too hastily, w thout giving
| eaders and the population time to understand the need for them assimlate them
and absorb their inpact.

20. The UNDP cooperation programe for the fifth cycle has given enphasis to
poverty reduction through rural devel opment, the strengtheni ng of devel opnent
nmanagenent capacities, support for national execution and environnenta
protection.

21. There have been considerable delays in the inplenmentation of the poverty
reduction progranme, because of problens of coordination with other donors, and
it did not becone fully operational until 1995, with dynam c and organi zed
national direction which was gradually able to instil teamspirit and synergy
bet ween t he programme's various conponents. Effective coordination has been
establ i shed between the partners. The activities will be continued during the
next cycle, and special attention will be given to wonen and to the actua
participation of beneficiaries in the work of infrastructural rehabilitation or
construction and mai nt enance.
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22. The inplenentation of the programme of strengtheni ng devel opnent nanagenent
capacities was del ayed and inpeded by the difficulty of finding nationa

| eadership and qualified and notivated counterparts. To overcone this
difficulty, the Governnent has made efforts to redeploy qualified staff into the
servi ces concerned, and the project has hel ped notivate national staff by the
use of incentives. Special attention will be given to training in the next

pr ogr ame.

23. UNDP, in partnership with the Wrld Bank, has contributed significantly to
t he strengthening of a national capacity for |long-termstrategic planning,
within the framework of the National Long-Term Perspective Study (NLTPS). The
support given to national execution by UNDP has al so had a very significant

i npact, and has nade possible an inprovenent in the quality of the cooperation
bet ween the Governnent, the project teans and UNDP and strong invol venent by
nationals in the execution of the technical cooperation progranmres.

[11. PROPCSED STRATEGY AND THEMATI C AREAS
24. The overall strategy for UNDP cooperation is based on two criteria:
(a) conformty with national devel opnent priorities;

(b) conformty with the priorities established by the Governing Council
i ncludi ng the pronotion of sustainable human devel opnent (SHD) and enphasis on
poverty reducti on and good governance.

The | essons | earned from devel opnent cooperation al so enphasi ze the need to
adopt a participatory approach, internalized by the nain devel opnent actors.
This is how the paradi gm of sustainabl e human devel opment will be integrated
into the country's devel opnent strategy.

25. UNDP strategy will be characterized by:

(a) the programme approach: as part of the preparation of the round-table
conference, UNDP wi |l support the preparation of two |arge-scale nationa
programes: poverty reduction and the strengthening of national devel opnent
nmanagenent and governance capaciti es;

(b) leveraging: UNDP funds will serve as a point of anchorage for the
contributions of other partners to integrated national progranmes;

(c) conparative advantage: within the framework of poverty reducti on UNDP
will focus its action on the strengthening of income-generating activities, the
integration and training of recipients, particularly wonren, and will make use of
associ ati ons and grass-roots groups for the execution of its programes. In
cooperation with other partners, UNDP will play a strategic role in
strengt heni ng devel opnent nanagenent capacities.

(d) pronotion of SHD: UNDP will introduce the SHD di mension into the
preparation of sectoral strategies and the global strategy to be subnitted to
t he round-tabl e conference;
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(e) coordination of aid. Sao Tome has adopted the round-table nechani sm
Unli ke the round tables of 1989 and 1992, which were prepared essentially by
external consultants, the next round table will be prepared by national teans,
gui ded by a focal point in the Mnistry of Finance and Pl anning, in close
consultation with the Mnistry of Cooperation. The donors will be involved in
this process so as to give themgreater responsibility and naintain and
strengt hen concerted action

(f) resource nmobilization. Steps have already been initiated to nobilize
resources for poverty reduction, environnental managenent and civil service
reform
26. The UNDP programme for the next two years will have two main focuses:

(a) poverty reduction;

(b) the strengthening of national capacities for devel opnent nmanagenent
and gover nance.

About 55 per cent of total resources will be allocated to the first
programe and 45 per cent to the second.

A.  Poverty reduction

27. During the next cycle, the poverty reducti on programe, which began as a
pil ot operation centred on five localities of the roca d' Agua |ze region, wll
be extended to other areas and to urban zones, and will focus nore specifically
on woren by neans of integration/training, the granting of mcro-loans and
support for the establishment of mcro-enterprises. |Its goals will be the
fol | owi ng:

(a) to achieve self-reliance in food supply;

(b) to increase the incone of the popul ation

(c) to create jobs in the rural, urban and sem -urban zones;

(d) to inprove the health and living conditions of the popul ation

(e) to devel op i ndependent community managenent structures.
28. Special attention will be paid to wonen within the franework of the
programme. Firstly, activities nust be carried out directly with and on behal f
of wonmen so that they becone aware of their own potential. In tandemwth
direct interventions on behal f of women, UNDP and UNFPA will| support the
Governnent in setting up institutional nmachinery for the coordinati on and
i mpl ementation of activities on behalf of wonen at the |levels of both governnent

and civil society.

29. The participative and associ ational approach will be strengthened, so as to
lead recipients to take responsibility for thenselves. The ultimate aimis to

l...
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gradual | y end dependence on donors, which mght otherw se take the place of
dependence on the welfare state.

30. Four activities are planned within the framework of this programre:

(a) poverty reduction through rural devel opment (in progress), with the
support of the United Nations Capital Devel opment Fund (UNCDF), FAO, |LO, UNI DO,
the World Food Programe (WFP) and UN CEF;

(b) support for the inprovenment of urban wonmen's living conditions, with
t he support of the Caisse francai se de devel oppenent (CFD), the United Nations
Fund for Popul ation Activities (UNFPA), and possibly the African Devel opnent
Bank (ADB) and UNCDF

(c) support of small- and nedi um scal e enterprises and encouragenent of
the private sector, with the help of the CFD and possibly the ADB,;

(d) support for the integration of wonen into devel opnent, in which UNDP

wi Il supplenment the primary intervention by UNFPA

B. Strengthening national devel opnent nanagenent and
gover nance capacities

31. The goals of the progranme, as set out in the preparatory assistance
docunment, are as foll ows:

(a) to endow the country with a civil service capable of managi ng
devel opnent;

(b) to create a national strategic planning capability;
(c) to strengthen national capacities for macro-econom ¢ nanagenent;

(d) to strengthen national capacities for the nmanagenent of technica
cooperation and aid coordi nati on programes and projects;

(e) to inprove the legislative and institutional environnent for the
pronotion of investnent and the private sector

32. Reformof the civil service is the precondition for inmprovenent of nationa
devel opnent managenent capacities. The second phase of adm nistrative reform
will nake it possible to restructure the civil service and to establish a salary
scal e based on qualifications and nerit, to put into practice nodern nethods of
human and material resource nanagenent, to develop a culture of service and
conmmuni cation between the administration and the adm nistered and to involve
civil society nore fully in the functioning of institutions.

33. The National Long-Term Perspective Study (NLTPS) |aunched in 1996 is based
on a national structure for reflection and agreenent which will be called on to
gui de other strategic planning exercises. The studies and anal yses produced by
the NLTPS teamw || be used by decision-nmakers to design sectoral strategies
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which will be validated by national workshops. Synergy will be devel oped
bet ween the NLTPS and ot her planning exercises in progress, including the
preparation of a national plan of action for the environment and sustainabl e
devel opnent.

34. The institutional support of the Mnistry of Planning and Fi nance begun
during the current cycle will be continued in strategic areas: nationa
statistics and accounting, tax reformand debt nmanagenent (with the technica
support of the United Nations Conference on Trade and Devel opment (UNCTAD).
Special attention will be paid to followi ng up the SYDONI A project with the goa
of increasing custons receipts, reducing fraud and rehabilitating public
finances.

35. Ad coordination is a field in which UNDP, because of its neutrality,

enj oys a conparative advantage, and in which the Governnent and donors expect it
to act as a facilitator. The data base established with UNDP support will
enabl e the Governnment to obtain an overall view of technical cooperation.
Preparation of the round table will provide an occasion for establishing a

nati onal guidance commttee bringing together the various mnisterial services
concerned and representatives of the private sector and civil society, which
will also be responsible for following up the round table.

36. The private sector will be called on to play an increasingly inportant part
in the country's developnent. It will be necessary to adapt the |egislative and
institutional framework in order to facilitate national and foreign private
investment. The work initiated with UNCTAD on legislation relating to speci al
regines will be continued and extended to the entire investnment regine. A
special effort will be made to pronpte the inmage of Sao Tone and Principe as a
hospitabl e country for foreign enterprises, particularly in the tourist sector

V. MANAGEMENT ARRANGEMENTS

37. National execution, which has been gradually adopted during the current
cycle, will remain the preferred nodality for progranme execution, and will be
extended to other United Nations programmes. Stress will be laid on the
training of officials of the technical mnistries and the establishnent of a
breedi ng ground of national conpetence.

38. To the extent that devel opnent programes are increasingly assimlated by
national s, external technical assistance will be resorted to only for specific
cases, and always as a conplenent to national expertise. A dialogue will be
mai ntained with the Governnment in order to better adapt the United Nations

Vol unteers (UNV) programme to the Sao Tone context by making increased use of
Sout h- Sout h cooperati on.

39. The conmunity associ ations, grass-roots groups and non-gover nnment a

organi zations will be increasingly involved in progranmre design, inplenmentation
and follow up, and the creation of networks within civil society around the
gui di ng thenes of SHD (environmental nanagenent, the integration of wonmen into
devel opnent) will be increasingly encouraged.
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40. By its support of national execution, UNDP will strengthen the CGovernnent's
capacity for supervising, assessing and producing reports on the technica
cooperation programres. To facilitate foll owup and eval uation of the
programe, the UNDP office will prepare a running triennial plan of activities
for the use of central and additional resources, which will be adjusted annually
inline with the degree of conpletion of the activities.

41. As regards the UNDP programme, the strategy of resource nobilization
I aunched during the current cycle will be continued and extended to other
potential partners, including:

(a) the Wrld Bank, for reformof the civil service (goal: $300,000);

(b) the Managenent Devel opnent and Governance Division/Bureau for Policy
and Programme Support (MDG BPPS), for reformof the civil service ($75,000);

(c) the ADB ($300,000) and the CFD ($400,000) for pilot programmes of
poverty reduction and support for urban wonen;

(d) the UNCDF, to extend the poverty reduction programme fromrural to
urban areas (goal: $500,000, in addition to the resources already allocated to
the programme in the preceding cycle);

(e) Capacity 21, the European Union and the GEF, for environnmenta
protection ($300, 000, $450,000 and $250, 000 respectively).

42. For the 1997-2001 programme period, the overall resource nobilization goa
is $4.4 million: $1.9 nmillion fromcore funds allocated for the 1997-1999
period and $2.5 nillion from additional resources anticipated for the 1997-2001
period. The TRAC funds will be provisionally distributed as foll ows:

$1 nmillion for poverty reduction, $0.8 mllion for support of devel opment
management and governance and $100, 000 as reserves. SPPD/ STS funds are
estimated at $168, 000.
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Annex
RESOURCE MCBI LI ZATI ON TARGET TABLE FOR SAO TOVE AND
PRI NCl PE (1997-2001)
(I'n thousands of United States dollars)
Sour ce Amount Conment s
UNDP CCRE FUNDS
Estimated | PF carry-over 2 Esti mat ed
TRAC 1.1.1 1 897 Assigned i mMmediately to
country.
TRAC 1.1.2 Oto 66.7 Thi s range of percentages is
per cent of presented for initial
TRAC pl anni ng purposes only. The
1.1.1 actual assignment wll

depend on the availability
of high-quality programes
Any increase in the range of
per cent ages woul d al so be
subject to availability of
resour ces.

SPPDY STS 110

Subt ot al 2 009 a/

OTHER UNDP FUNDS

Gover nent cost -shari ng 600
of whi ch:

Wr| d Bank 300

African Devel oprment Bank 300

Sust ai nabl e devel opnent funds 1 000
of whi ch:

Capacity 21 300

GEF 250

Eur opean Uni on 450

Third-party cost-sharing

Funds, trust funds and ot her 500 UNCDF, in addition to the
anount al ready all ocated for
poverty reduction, nost of
which will be disbursed
during this period.

Subt ot al 2 100

GRAND TOTAL 4 109 a/

al Not inclusive of TRAC 1.1.2, which is allocated regionally for
subsequent country application

Abbreviations: GEF = dobal Environment Facility; |IPF = indicative
pl anni ng figure; SPPD = suPport for policy and programe devel opnent;
STS = support for technical services; TCDC = technical cooperation anbng
devel opi ng countries; TRAC = target for resource assignment fromthe core
UNCDF = United Nations Capital Devel opnent Fund.



DP/ CCF/ STP/ 1
Engl i sh
Page 12



