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| NTRODUCTI ON
1. A United Nations presence was established in Arnenia in 1992 to respond to

t he ongoi ng humani tari an energency, through the opening in Yerevan of an Ofice
of the United Nations H gh Conm ssioner for Refugees (UNHCR) and an office for
the United Nations Department of Public Information. This was followed by the
openi ng of UNDP, United Nations Children's Fund (UNICEF), and Wrld Food
Programme (WFP) offices in 1993, and United Nations Departnment of Humanitarian
Affairs, Wrld Health Oganization (WHO and International O ganization for
Mgration offices in 1994, all of which have shared conmon prem ses since 1995.

2. The first country cooperation framework (CCF) for Armenia constitutes the
basis for UNDP cooperation with the Governnment for the period 1997-1999, taking
into account the UNDP nmandate and operational capacities, the results and

| essons of the experience of the first years of UNDP and United Nations system
cooperation in the country, as well as discussions with representatives of
United Nations agencies and the donor comunity.

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

3. Armenia is a | andl ocked country of 28,900 square kilonetres, with a

popul ation of 3.7 mllion. It declared i ndependence fromthe Union of Sovi et
Soci alist Republics in Septenber 1991 and ratified a new Constitution in

July 1995. O all the forner Soviet republics, Arnenia has probably been the
hardest hit by both natural and nan-nade di sasters. Firstly, in 1988, the
country was struck by a devastating earthquake that killed 25,000 peopl e,
destroyed a | arge nunber of houses and public buildings and | eft about half a
mllion people homeless. Secondly, Arnenia has suffered greatly because of the
five-year conflict between Azerbaijan and Nagorno- Karabakh. The country has
recei ved sonme 300,000 refugees in three waves from Sungait (1988), Kirovabad
(1989) and Baku (1990). Al of the 360,000 Arnmenians fornerly living in

Azer baijan, excluding those in Nagorno-Karabakh, |eft the country, either for
Armeni a or other countries. The nunber of refugees in Arnenia has now declined
to an estinmated 220,000, the mpjority of whomare ethnic Arnenians from
Azerbaijan and other conflict areas of the Caucasus. All of them have been
granted Arnenian citizenship. This period was al so narked by substantia

em gration of nore than half a mllion people (nearly one in seven of the

popul ation) from 1991 to 1995, including a |arge proportion of highly educated
Armeni ans, thus contributing to significant brain-drain. A ceasefire has been
in effect since July 1994, but a fornmal peace agreenent has not yet been signed.
Thirdly, Armenia has suffered fromisolation due to a bl ockade of |and trade
routes through Azerbaijan and Turkey, and transport through Georgia to the
Russi an Federation has been inpeded by the closure of the rail link due to civi
unrest in CGeorgia. Fourthly, energy shortages due to the bl ockade were
particularly severe during the crisis years 1992-1994. As a result, Arnmenia has
had to depend to a | arge extent on humanitarian aid since its independence, and
currently relies on external funding for 90 per cent of its public investnent
pr ogr anme.
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4. In addition to the above, the central planning systemof the former Sovi et

Union has resulted in, anmong other things, an economc structure that is
significantly out of line with the conparative advantages of the country and a
heavy dependence on inported energy, raw materials and external nmarkets. The
process of restructuring has been hanpered severely, first by the after-effects
of the earthquake of 1988 and subsequently by the political and economc

di sruption that followed the break-up of the Soviet Union. Nevertheless,
Arnmenia has retained its strong cultural identity, traditions and | anguage,
solidarity with the Arneni an diaspora abroad, and pride in its past history as
well as the contribution of Armenians throughout the world in public life,

busi ness and cul ture.

5. A programe of economic reformwas instituted in 1994. The Internationa
Monetary Fund and the World Bank have each provided structural adjustnent
support, which has contributed to reversing past trends. Goss donestic
product (GDP) began to grow in 1994. Neverthel ess, nany industries are working
at only 10 to 20 per cent of their capacities. The official estimte of

unenpl oynent in 1997 has risen to 11.5 per cent of the active working

popul ation, wi th hidden unenpl oynent nmuch higher. GCDP per capita is estinated
at about $365 (1994), with 87 per cent of the popul ati on having i ncomes of |ess
than $55 per nonth. A major feature of current devel opnent is that the country
isintransition froma situation of disaster, requiring a high |evel of
dependence on humanitarian aid and emergency relief, to one of economc
consolidation, requiring |longer-termsupport to pronote sustainable grow h.

6. Wth respect to poverty, according to 1994 estimates, 28 per cent of the
popul ati on had i ncones bel ow 40 per cent of average househol d expenditures and
thus were classified as either poor or very poor. The nunber of people |iving
in poverty has increased sharply since i ndependence. The nost vul nerable
peopl e - single and/or disabled pensioners, orphans, institutionalized children
and el derly peopl e, expectant and nursing nothers and destitute people needing
regul ar soci al assistance - are identified through a governnent - operat ed

vul nerability assessnment system They nmake up 12.5 per cent of the popul ation
(400, 000 peopl e) and can be considered to be living in extrene poverty.

Pensi oners and others living on fixed incomes account for 40 per cent of the
country's popul ation. The nmain coping nechani sns have been em gration

humani tarian aid and a high level of social solidarity, including remttances
fromthe Armenian diaspora. Elenents of a poverty alleviation strategy have
been identified in the Wrld Bank's poverty assessnment of Arnenia as well as in
Armeni a's national hunman devel opnent report.

7. The situation of women has worsened substantially, owing to | oss of

enpl oynent and the difficulty of maintaining fanmilies in tines of econonic
hardship, as well as to declining services in the social sector, such as in
heal th and education. Average wonen's salaries are one third | ess than nen's.
Furthernore, their role in public life, particularly in senior positions, has
al so been dimnished, as it has been in other countries of the forner Soviet
Union. O the officially registered unenployed in 1995, 64 per cent were wonen
and 20 per cent had conpl eted some form of higher education

8. Wth respect to the environment, the |oss of forest cover due to the energy
crisis in the period 1992-1994 has been serious. Earthquake damage in affected

/...
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urban areas still remains largely unrepaired. Another major environnental
concern is Lake Sevan, which is registered in the Directory of Wtlands of
International Inportance of the Ranmsar Convention on Wetlands of |nternationa
| nportance. The largest freshwater al pine |ake in Europe and Asia, Lake Sevan
occupies one fifth of the territory of Armenia. Wile the Government has
succeeded in finding ways to prevent a dangerous drop in the water |evel, the
lake is still fragile due to excessive use of its resources for irrigation and
hydr o- ener gy.

9. In the area of governance, Arnenia has nade substantial progress in
establ i shing denocratic mechani snms, pronoting the non-governnental sector, and
strengthening the newy created regi onal extensions of the Government and
comunity councils. But the reformof public admnistration and its
restructuring to correspond to the demands of a market econony is still under
way.

1. RESULTS AND LESSONS OF PAST COOPERATI ON

10. Since 1993, UNDP has responded to a wide variety of demands from i ndivi dua
mnistries. |t has cooperated with the Government in a nunber of areas,

i ncl udi ng programme and project formulation, statistics, devel opnment pl anning,
managenent of the environment and institution-building. UNDP has also helped to
strengthen the capacities of the Mnistry of Foreign Affairs and the Mnistry of
Econony.

11. Through its initial activities, UNDP has succeeded in establishing good
relations with the Government. Future cooperation should be sharpened by the
focus on the three thematic areas chosen for the CCF (see chap. Il below), with
t he progranmme approach being introduced gradually. Past experience al so shows
that future UNDP cooperation would be greatly strengthened if a nunber of

general principles were followed, such as: (a) the establishnment of nore fornal
i nkages with the Governnent's econom ¢ reform and public investnent programes;
(b) increased focus on areas in which Arnenia' s conparative advant ages shoul d be
strengt hened, for exanple, in the use of its intellectual and know edge
resources; and (c) strengthened inter-agency coordinati on and the pronotion of
stronger linkages in the design and inplenmentation of United Nations system
programes and ot her donor assi stance.

[11. PROPOSED STRATEGY AND THEMATI C AREAS

12. The 1996 national human devel opnent report identified the need and the
potential for a poverty alleviation progranme that woul d focus on socia

resource nobilization, the devel opnent of partnerships, and the decentralization
of the inplementation process, through broader involvenent of |ocal inplenmenting
agents, for exanple, local and regional authorities, non-governnenta

organi zati ons (NG3s) and ot her public groups.

13. The first CCF will focus on inplenenting poverty alleviation nmeasures,
t hrough support for: (a) governance and devel opnment managenent at the national
regional and |local levels; (b) sustainable livelihoods in selected areas,
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i ncludi ng strengthening of the social sectors; and (c) environmental issues, in
t he context of sustainable devel opnment and poverty alleviation

14. Particular attention will be given to identifying inpact indicators at the
desi gn stage of national programmes and projects, so as to facilitate nonitoring
and eval uati on.

15. Linkages with the Wrld Bank are foreseen, in relation to the Bank's | oans
for institution-building, earthquake rehabilitation and social investnment, and
urban and muni ci pal devel opnent, support to followup on its poverty assessment,
and grants for the preparation of an action plan to restore Lake Sevan as wel |l
as a National Environmental Action Plan (NEAP).

16. In light of the above, and taking into consideration observations in the
first two national human devel opnent reports and di scussions with the Governnment
and donors, UNDP will concentrate its future cooperation in the three main
thematic areas outlined bel ow.

A. Governance and devel opnent managenent

17. The country no | onger faces the severe econom ¢ and social probl ens that
once confronted it, and the enmergency situation that affected the majority of
t he popul ati on has, on the whole, been alleviated. Although short-term

humani tarian issues still remain to be addressed, a qualitative shift is being
made towards devel opment cooperation

18. Denocracy, governance and participation. In order to strengthen overal
managenment and expedite deci sion-maki ng, support will be provided for
noder ni zation of the State for the admi nistration of denocratic governance,

t hrough capacity-building and |inking the informati on nmanagenment systens of:

(a) the Presidency/Prime Mnister's office; (b) the Mnistry of Foreign Affairs
(c) the National Assenbly, and the Supreme Auditing Institution under it; and
(d) regional and municipal admnistrations. The recently established

UNDP- supported National Information Infrastructure for Sustainabl e Devel opnent
(an Internet project) will be used to support the devel opnent of the energing
national information managenent infrastructure, thereby enhancing infornmation
and managenent capacities nationwide. In addition, the Internet project wll
facilitate the consolidation of existing networking projects in a coordinated
and sustained national effort, and rai se awareness, build capacity and afford
opportunities for education, by providing access to the information resources on
t he UNDP Sust ai nabl e Devel opnent Network and the Internet, constituting part of
a broader infornmation management strategy to bring together information sources
and distribute information to civil society. |Inpact inthis area will be
neasured in ternms of faster processing of informati on and better informed

deci si on-maki ng, due to access to Internet information bases.

19. Support for a sustainable human devel opment advocacy programre. Future
nati onal human devel opment reports will provide information for governnent
officials, policy makers and civil society on the application of an SHD strategy
in the Armenian context. In addition, UNDP will support the establishnment of a
Nat i onal Comm ssion on Sustai nabl e Human Devel opnment, as an advocacy tool. UNDP

/...
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support is also envisaged for the preparation, if necessary, of a poverty
alleviation strategy, under its Poverty Strategy Initiative, and for the
preparation of the 1999 denographi c and housi ng census, for which United Nations
Popul ati on Fund (UNFPA) support is also foreseen. Support for governnent
followup on the major United Nations conferences will continue and be

strengt hened, while advocacy will be enhanced for the formilation and
i mpl ement ation of country-specific action plans. The 20/20 initiative will be
further el aborated at the country level, in order to provide an advocacy too

for the devel opment of a national poverty alleviation programme. The inpact of
the support outlined above will be measured in terns of the inplenentation of
soci al ly-oriented policies that take into considerati on human devel opnent
concerns and recomendati ons from gl obal conferences.

20. Capacity-building for urban managenent. UNDP will support the Mnistry of
Ur ban Devel opnent (with eventual cost-sharing fromthe Government of Spain) in
the introduction of a land registration systemfor the province of Kotyak, as a
pilot project for other provinces, so as to better regulate and facilitate
private investment and construction. Inpact will be neasured by the greater
ease with which land transactions are conpl eted and better organi zed pl anni ng
for urban industrial and housi ng devel opnent.

B. Sustainable livelihoods and strengthening
of the social sectors

21. Support for area developnent. Through a programre of integrated support
for SHD, UNDP has been assisting the Governnent in establishing a framework for
promoting an SHD strategy at regional and community |levels. The programre wll
be inplemented in regions that suffered nmost fromnultiple crises, such as the
1988 eart hquake, the Nagorno-Karabakh conflict, and soci o-econom c and politica
di sruptions caused by the collapse of the former Soviet Union. The programme
will focus on: (a) the establishnment of sound governance at the regional |eve
and the pronotion of sustainable |ivelihoods, through enpl oynent-generating
activities in selected urban and rural areas; (b) the rehabilitation of socia
infrastructure; (c) social and environnmental rehabilitation; and (d) the
pronoti on of gender equity. It is planned that UNDP wi |l support the programe
froma nunber of funding sources, including fromresources fromtarget for
resource assignnent fromthe core (TRAC) line 1.1.3, by strengtheni ng managenent
and training capacities at the regional and comunity levels to inplenment
area-based SHD strategies. Close links will be developed with the Socia

I nvest ment Fund and the World Bank, the Wiite Helnets Initiative of Argentina
for the provision of short-termvolunteers, the United States Agency for

I nternational Devel opnent and other donors interested in supporting conponents
of the programe, including United Nations system agenci es such as UNHCR, WFP
UNI CEF, the International Tel ecomrunication Union and UNFPA. Results envisaged
i nclude the creation of 2,500 new jobs and the training of 3,000 people in the
30 urban and rural communities that will benefit fromthe programe.

22. |Investnment pronotion and enpl oynent generation. Wrking closely with
donors, UNDP will provide support in the followi ng areas: (a) the fornulation
of an investnent pronotion progranmme; (b) the devel opment of mcro- and snall -
scal e enterprises and the establishnent of business training and advisory
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centres or shelters at regional and nunicipal levels, with special attention to
wonren entrepreneurs, internally displaced persons (I1DPs) and returnees;

(c) export pronotion of high-technol ogy products, through the establishnent of a
hi gh-tech industrial park; (d) the provision of business information and
technol ogy services for small- and medium scal e enterprises; and (e) tourism
devel opnent, by raising awareness about Arnmenia's rich cultural heritage, to
provide a basis for prompting tourismand stinulating enploynment in tourism
related areas. Wth regard to tourism devel opnent, UNDP will carry out a study
to review possibilities and nmake proposals. Support may be provided for a
tourismpronotion effort in connection with the celebration of 1,700 years of
Christianity in Armenia. The above-nentioned interventions are designed to
result in the establishment of sone 500 new businesses and an estimated 5, 000
jobs for skilled workers.

23. The inprovenent of access to and quality of social services is an essentia
conponent of SHD, to which the Wirld Bank and many United Nati ons agencies
contribute, for exanple, UN CEF, WHO, UNFPA, the Joint United Nations Programme
on HHV/AIDS (UNAIDS) and UNDP. In order to conplenent the above-nentioned

i nterventions, which are designed to strengthen productive capacity and
infrastructure, selected social sectors will be strengthened, such as education
health and social welfare, and national authorities will be assisted in the area
of di saster preparedness.

24. Support for the education sector. Particular attention will be paid to
supporting educational reforms, in close collaboration with activities resulting
fromthe Wrld Bank | oan to the education sector, by providing support for

(a) the publication of new textbooks, in cooperation with UNI CEF, UNHCR, the
United Nations Educational, Scientific and Cultural Organization, and other

bil ateral donors; (b) special education for the disabled, in a joint initiative
with UNICEF; (c) training in school managenent; and (d) the provision of |ega
advi ce on decentralized school managenent. Close collaboration with the Wrld
Bank is envisaged, possibly through cost-sharing fromits loan to the education
sector. It is expected that activities in this area will result in strengthened
managenent of education, the increased availability of textbooks adapted to
Armeni an needs, and nore opportunities for disabled students.

25. Support for a gender-in-devel opnment programme. Assistance is envisaged in
i npl enenting the National Plan of Action prepared as a followup to the Fourth
Worl d Conference on Wren, and for mainstreamnm ng gender issues in each of the
thematic areas of the CCF. The inpact of interventions will be viewed in terns
of the inplenentation of neasures, including |legislation, that provide nore
opportunities for wonen in ternms of education, enployment, governnent
representation, and access to services.

C. Environnental managenent and sustai nabl e devel opnent

26. A nunber of governnent initiatives are under way in this thematic area,

i ncluding with funding from other organizations of the United Nations system and
the d obal Environment Facility (GEF). In addition, the Wrld Bank is assisting
the Government in the preparation of a National Environnmental Action Plan ( NEAP)
and an action plan to restore Lake Sevan. UNDP support will conpl enent
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interventions already initiated by the Wrld Bank, as well as the inplenentation
of projects of other United Nations agencies, such as the sizeable progranme of
about 20 projects being assisted by the International Atom c Energy Agency, and
support for the inplenentation of international conventions on: (a) climte
change (GEF), through the preparation of a national strategy on the mitigation
and nonitoring of greenhouse gas em ssions; (b) biodiversity (GEF), by pronoting
enabling activities to prepare a biodiversity conservation strategy for Arnenia;
and (c) conbating desertification

27. Support from UNDP is al so foreseen for
(a) Environnmental managenent, to strengthen the nanagement structure of

the Mnistry of Environment and to pronote appropriate nonitoring and contro
nmechani sns and environnmental educati on;

(b) The Lake Sevan Restoration Progranme, to raise awareness about the
resources needed to follow up on the Cctober 1996 Conference on Lake Sevan,
whi ch was sponsored jointly by UNDP, the Wirld Bank and the Governnent of
France. Under a Wrld Bank grant, the action plan being prepared for the
restoration of Lake Sevan is being designed to increase donor interest and to
nmobi | i ze additional resources to restore the I evel and ecosystem of the | ake.
It will be reviewed at a donors' conference, to be sponsored by UNDP. Intensive
preparatory work is necessary to draw donors' attention to the problens of Lake
Sevan, a unique reservoir of fresh water in the region, and for the formul ation
of projects for consideration during the conference;

(c) The Forestry Sector Devel opnent Programme, through followup to a Food
and Agriculture Organization of the United Nations Techni cal Cooperation
Programme study on the forestry sector, which will strengthen the capacity of
the Mnistry of Environmental Protection to design and inplement a Forestry
Sect or Devel opnent Programme to help restore the forest cover recently damaged
by excessive demand for fuel wood, as a result of the ongoing energy shortages.

28. It is envisaged that the inpact of the above-nentioned interventions wll

be manifested in terms of the strengthened capacity of governnent environmental
institutions to enforce guidelines, as well as increased resources and greater
capacity to address environnental issues, such as those related to Lake Sevan

and reforestation.

V. MANAGEMENT ARRANGEMENTS

29. Execution and inplenentation. National execution will continue to be the
principal nodality for executing UNDP-supported projects in Arnmenia, although
wi th support for policy and programe devel opnent (SPPD)/support for technica
services (STS) funds, the services of United Nations agencies will be used as
necessary for programe and project fornulation, supervision and nonitoring.
Partnership with the Econom ¢ Commi ssion for Europe will be established under
the framework of regional projects on human devel opnent and social statistics,
(particularly for the pilot census with UNFPA), econonic anal ysis, and the

i npl enentati on of international conventions, and with the Econom c and Soci a
Commi ssion for Asia and the Pacific in the area of technical support for social

l.o..
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devel opnent. Further training on the admnistrative nodalities for nationa
execution is envisaged. Linkages between UNDP regional projects will be
encouraged. The technical cooperation anong devel opi ng countries (TCDC) and
Transfer of Know edge through Expatriate Nationals (TOKTEN) nodalities may be
used where appropriate.

30. Mnitoring, review and reporting. Al projects will be subject to standard
UNDP noni toring, evaluation and auditing procedures, including progress and
technical reports, neetings and visits. Projects will be reviewed to ensure
that the goals and objectives are clear and results-oriented. Benchmarks and
success criteria will be identified for each national programre and project, to
facilitate the nmonitoring and eval uation of i npact.

31. Resource nobilization. UNDP core resources of close to $7 nmillion will be
used to nobilize significant additional resources in support of nationa
programe objectives. Tentative cost-sharing targets are shown in the resource
nmobi | i zation target table (see annex), but it is hoped that UNDP core resources
will be nore than matched by Government and third-party cost-sharing
contributions. These would be conpl enmented by future fundi ng from sustainabl e
devel opnent funds (CGEF, Capacity 21), and other funds (Poverty Strategy
Initiative, UNAIDS, United Nations International Drug Control Programe (UNDCP),
etc.). UNDP intends to fully utilize all avail able resource nobilization
nechani sns. Wth respect to Governnment cost-sharing, this may be provided

t hrough project cost-sharing and the use of grants and | oans, particularly from
the Worl d Bank and the European Union

32. Public information and nedia strategy. Building constituencies and public
awar eness, including anong governnent officials, parliamentarians, NG&s,
journalists, wonen's organizations, comunity groups and public personalities,
will feature ambng the priority activities of the first CCF. Areas of focus
will relate to poverty alleviation, job creation, sustainable |livelihoods, the
advancenent of wonen, governance and denocracy, environmental protection and the
observation of United Nations days. UNDP and the United Nations Department of
Public Information will devel op innovative and productive ways to reach out to
the public with the evol ving nessage of the United Nations.
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Annex
RESOURCE MOBI LI ZATI ON TARGET TABLE FOR ARMENI A (1997-1999)

(I'n thousands of United States dollars)

Sour ce Anount Conment s

UNDP CORE FUNDS

Esti mated | PF carry-over 515
TRAC 1.1.1 3 070 Assigned i mediately to country.
TRAC 1.1.2 0to 66.7 Thi s range of percentages is

per cent of presented for initial planning
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

r esour ces.

TRAC 1.1.3 3 000 For rehabilitation and
reconstruction projects (to be
confirned).

O her resources 120 TSS-1 (65), SPR (55) for PSI
SPPD/ STS 270
Subt ot al 6 9752

NON- CORE FUNDS

Gover nnent cost-sharing 600
Sust ai nabl e devel opnent funds 320 A obal Environnment Facility
Third-party cost-sharing 4 050
Funds, trust funds and ot her 130
of whi ch:
Poverty Strategy Initiative 30
UNAI DS 100
Subt ot al 5 100
GRAND TOTAL 12 075%

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

Abbreviations: |PF = indicative planning figure; PSI = Poverty Strategy
Initiative; SPPD = support for policy and progranme devel opnent; SPR = Speci al Progranme
Resources; STS = support for technical services; TRAC = target for resource assignnment
fromthe core; TSS = technical support services; UNAIDS = Joint United Nations Programme
on HI V/ Al DS.



