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| NTRODUCTI ON
1. The first country cooperation framework (CCF) for Georgia for the period

1997-1999 outlines thematic areas where UNDP coul d provide technical assistance
to Georgia focusing on sustainabl e human devel opnent (SHD) and nationa

capaci ty-building. The CCF was prepared followi ng a consultation process that

i nvol ved the Government of CGeorgia, UNDP, United Nations agencies and the donor
comuni ty.

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

2. Georgia is situated in the Trans-Caucasus regi on, on the eastern shore of
the Bl ack Sea, and borders Turkey, Arnenia, Azerbaijan and the Russian
Federation. |t has an area of 70,000 square nmiles, and a popul ati on of about

5.5 mllion. In April 1991, Georgia was one of the first of the forner Soviet
republics to declare i ndependence. A new constitution was adopted in 1995
presidential and parlianentary elections were held, a parlianent was set up and
a new governnent forned.

3. Georgia was one of the weal thiest republics of the former Soviet Union,
with high indices of health, literacy and enploynment. |t had a highly educated
| abour force, a long tradition of entrepreneurship, a successful agricultura
sector, and substantial natural resources. It had a head start on
privatization, with virtually all rural housing in private hands and a
significant underground econonmy. The country's location nmade it a primary
transit corridor in the Caucasus, and its climate and scenic variety offered
great potential for tourism

4. Despite these favourabl e conditions, the Georgi an econony collapsed, in
part due to disruption of traditional paynents and trade |inks, conpounded by
civil conflicts first in South Gssetia and later in Abkhazia. Per capita incone
fell from$2,280 in 1990 to $363 in 1993, industrial production plunged

88 per cent and agricul tural production by dropped 60 per cent.

5. Nevert hel ess, Georgia's future econom ¢ prospects are prom sing due to the
strong possibility that a new oil and gas pipeline will be constructed on
Georgian territory fromBaku in Azerbaijan to the Black Sea, providing one of
the main outlets for Caspian oil and gas to western markets. This possibility
has generated interest in the country, and foreign direct investnent is likely
to rise accordingly.

6. A governnent programe of economic reformwas instituted in 1994, which has
contributed to reversing past trends and reducing inflation to 14.4 per cent

per year in 1996. Recovery began in 1995 with an estinmated 2 per cent growh of
gross domestic product (GDP), rising in 1996 to 12 per cent. Despite this
progress in econom c performance, however, GCeorgian industry continues to suffer
with nmuch of operational plant only working at 10 per cent to 20 per cent
capacity; official unenploynent in 1996 was estimated at 9.5 per cent of the
wor ki ng popul ation, although it is probably much higher
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7. Poverty. The increase of poverty is very evident. Although the growth of
i nformal sector activities cushioned the inpact of the econom c decline on
living standards, the transition to a market econony, as well as civi
conflicts, have brought considerabl e hardship as docunented in the forthcom ng
Wor | d Bank/ UNDP poverty assessment for CGeorgia and the UNDP-assisted third

nati onal human devel opnment report.

8. Wren. Wth the collapse of the Soviet Union, the situation of wonen has
substantially worsened. At the sane tinme that wonen were losing their jobs,
they had to shoul der the responsibility of maintaining famlies under the stress
of econom ¢ hardship and a consi derable decline in social services, particularly
in health and education. Currently, the average salary of wonen is a third that
of men. The participation of wonen in econom c and political decision-nmaking
has al so deteriorated as their role in public life has dimnished (as in other
parts of the former Soviet Union). At present, only 3 to 5 per cent of wonen
are holding senior civil service positions. A major challenge facing Georgia,
therefore, is ensuring that |egal frameworks provide the necessary environnent
for attaining gender equality, giving wonen opportunities to exercise their
rights and responsibilities in the econonm c, social and political spheres.

9. Envi ronnment. CGeorgia faces serious environnmental challenges, particularly
inrelation to the deteriorating quality of drinking water, the increase in air
pol lution, and the | ack of systens to properly nanage diverse ecol ogi ca
habitats, especially forests. Steps have already been taken to provide the
overall framework for environmental preservation and regeneration through the
el aboration of a National Environnental Action Programe, which is due to be
conpl eted towards the end of 1997

10. Governance. Since independence, the CGovernment of Georgia has nmade steady
progress in devel oping the basic framework of a denocratic society and in
establ i shing the necessary institutional nechanisns. On the |egislative side,
the Georgian Parlianent was el ected through free and fair elections, and the
executive branch, through the civil service, has been adapting its systens and
procedures to conformto the requirenents of a narket economy and a denocratic
society. The judiciary, on the other hand, has found itself hanpered by

out noded procedures and | aws that have prevented it fromplaying its full role

i n addressing comon trends of nany economies in transition, nanely related to
the illegal econony and corruption. As a result, a programme of legal reformis
currently under way, to which has been added a nunber of new instruments such as
the Constitutional Court, the Parlianmentary Comm ssion agai nst Corruption, and

t he Orbudsman.

1. RESULTS AND LESSONS OF PAST COOPERATI ON

11. The mmjor achi evenents of UNDP cooperation between 1994 and 1996 can be
sunmarized in the following: (a) the establishnent of an aid coordination
nmechanismw thin the Governnment, and facilitating the organization of thematic
and sectoral donor coordination neetings; (b) initiating rehabilitation work in
the Tskhinvali (South Gssetia) region, and pronoting dial ogue between the
parties involved; (c) cleaning up magjor oil spills in the |oading yards of the
Georgia International G| Company; (d) supporting an institution-strengthening

l...
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programme at the |level of the presidency; (e) establishing the new Georgia

I nvest mrent Pronoti on Agency, and identifying the scope for a nmajor regiona

regeneration project near Poti, on the Black Sea; (f) preparing two nationa
human devel opment reports; and (g) pronoting di al ogue between m nisters of

econony and technical mnistries in Armenia, Azerbaijan and Georgi a.

12. The main lessons learned fromthis brief period of cooperation suggest that
UNDP assi stance woul d be greatly strengthened through (a) greater targeting of
UNDP resources to those areas where they can have the maxi mum nmultiplier effect;
(b) establishing closer linkages with the Governnent's econonic reform and
public investment programmes; (c) operationalizing further the programme
approach, including through greater cohesion between programes of UNDP and
other United Nations programm ng activities; and (d) inmpact nonitoring.

[11. PROPOSED STRATEGY AND THEMATI C AREAS

13. Gven its nandate to pronote sustainabl e hunman devel opnent (SHD) and in
line with the Governnent's own soci o-econom ¢ devel opnent obj ectives and
priorities, UNDP will focus its interventions in the follow ng three main areas:
(a) capacity-building for governance at the |evels of the presidency,
Parliament, the judiciary, and the civil service and | ocal governnent;

(b) poverty reduction through policy advice, rehabilitation in specific areas
and economic growh; and (c) conservation and managenent of the environment.

14. UNDP programmes in the identified three areas will pronpte nationa

obj ectives and policies, along with the cooperation of the United Nations system
for operational activities, as will be presented in the country strategy note.
UNDP wi | | pursue its advocacy role in pronoting SHD, underlining the need for

i ncorporating gender issues and involving civil society in its activities.

15. In the context of the evolving situation in Abkhazia and Tskhinvali (South
Cssetia), UNDP will contribute to the transition fromhunmanitarian to nore
devel opnent -rel ated assistance as part of a broader United Nations system
approach to be reflected in the future country strategy note.

A.  Capacity-building for governance

16. In support of the Government's Public Reform Programme, UNDP will focus its
interventions in this area on the foll owi ng programes (a) capacity-buil ding

for the Ofice of the President (Chancellery) and the Mnistry of Foreign
Affairs; (b) support to the aid coordination and nmanagenent programre;

(c) support to the pronotion of the rule of law, and (d) support to gender-in-
devel opnent (G@ D). Cose links will be established between these initiatives
and the correspondi ng Regi onal Bureau for Europe and the Comonweal t h of

I ndependent States (RBEC) projects. Further details are given bel ow.

17. Strengthening the decision-naking process by supporting the fornul ation of
external and internal policy decisions of the Governnent. The Chancellery of
Ceorgia is responsible for the day-to-day managenent of the Presidency and of
its relations with the executive, legislative and judicial branches of the
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CGovernnment, as well as its relations with civil society, foreign Governments and
i nternational organizations. The Chancellery relies on the critical support of
the Mnistry of Foreign Affairs for pronoting reconciliation initiatives within
Georgia. UNDP will assist reformof the managenent systens of both institutions
drawi ng on the experiences accunul ated by UNDP in Latin America. The inpact of
UNDP assistance will be felt in the formof better decision-naking supported by
new nanagenent information systens, trained staff, and nore effective |inkages
with other branches of the Governnent.

18. Support to the aid coordination and nanagenent programre. UNDP wil|
contribute to building the capacity of the Chancellery by reinforcing its role
as foreign aid coordinator through the newly established Council on Investnents,
to which the Aid Coordination Agency acts as the secretariat. The inpact of
this progranmme will be measured in ternms of inproved coordi nati on anong donors,
wi der circulation of information, and nore effective nonitoring and gui dance
fromthe Governnent.

19. Support to the pronotion of the rule of law Wth the establishment by the
Ceorgi an Parlianment of new instrunents to uphold the Constitution, human rights,
and the rule of law, UNDP will assist (a) the Judicial Reform Programre through
training and |l egal advice to the Constitutional Court, (b) the Anti-Corruption
Programe, through assistance to the Parlianmentary Conmm ssion on Corruption and
(c) the Human Ri ghts Programme, through the establishnent of an office of the
Onbudsman.  In addition, UNDP will carry out a needs assessnment of the
Government's | egal reformprograme, and assist in resource nobilization for it,
in cooperation with the United Nations H gh Conmm ssioner for Refugees (UNHCR).
The inpact of the above-nentioned programes will be neasured in terms of
greater adherence to the rule of |law and respect for human rights, both of which
shoul d enhance the legitimcy of the executive and the |egislative branches, a
key el enent to the sustainability of denocracy in Georgia.

20. Support to the gender-in-developnment (@ D) programme. UNDP will assist the
i npl enentati on of a national action plan prepared as a followup to the Fourth
Worl d Conference on Wnen. UNDP will al so support the establishment of a
national G D unit, to be attached to the Wnen's Conmmi ssi on of the Chancellery,
whose role will be to advocate the inclusion of gender issues in all areas

i ncluding | egislation, and econom c and political participation. C ose |links
will be maintained with the RBEC regional @D project and with other United
Nat i ons agencies. The inpact of this programme will be nmeasured by the degree
to which it can strengthen and facilitate a process of systematic revision of
existing legislation in Georgia to create a | egal environment conducive to
gender equality, and to support the institutional basis for this change.

B. Poverty reduction through policy advice, rehabilitation
and econonmi ¢ growth

21. The di sappearance of traditional econom c and trade links with the Sovi et
Uni on, and the renoval of established markets for Georgian goods, had a
catastrophic inpact in the early 1990s on national economc activity and, thus,
on enploynent. But, according to a joint Governnent/|nternational Mpnetary Fund
(I'MF) policy framework paper, by 1995-1996, Ceorgia began to reap the benefits

/...
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of the reform progranme |aunched in 1994. A fast recovery in economc activity
i s expected over the next three years, led by growh in agriculture and by

i ncreased privatization, particularly in agriculture, trade, construction,
transport, industry and energy. This should contribute to reducing the inpact
of poverty experienced during the transition period.

22. The second focus of UNDP activity is thus designed to support a poverty
alleviation strategy that has three main thrusts: (a) advocacy of SHD concepts
within the context of inplenmentation of the Governnent's econom ¢ reform
programe; (b) pronotion of nechanisns to encourage investnent, including

t hrough enhanced subregi onal trade and cooperation; and (c) facilitating the
transition fromhumanitarian assistance to longer-termgrowh in the regions of
Tskhinvali (South GCssetia) and Abkhazi a.

23. Support to a sustainable human devel opment advocacy programme. The

i npl enentation of an SHD strategy in Georgia will require the incorporation of
human devel opnent principles into government policy documents, and particularly
t hrough el aboration of a future poverty alleviation strategy. It is proposed
that UNDP continue to assist (a) the preparation of future national human

devel opnent reports and their use to informgovernment officials, policy nakers
and civil society on the application of SHD concepts in the Georgian context;
(b) the collection and anal ysis of |abour statistics, linked to an | M~ supported
statistics devel opnment programme, to provide data on enpl oynent, unenpl oynent
and the informal sector; and (c) the preparation, with the Wrld Bank, of a
poverty alleviation strategy, under the UNDP Poverty Strategy Initiative. The
i npact of the above-nentioned programmes would be reflected in an evident shift
in government policies towards placing nore enphasis on social needs and
priority issues facing the country. 1In the longer term this should result in
reversing the present decline in the country's human devel opnent i ndex.

24. lnvestnent promotion. Under this area, UNDP assistance is envisaged for a
few catal ytic interventions that are designed to stimulate an influx of foreign
investment in the country, as a necessary elenent for pronoting econom c growth
and generating enployment. UNDP will contribute to (a) establishnent of the
Ceorgi an I nvestnent Pronotion Agency, to pronote foreign direct investnent;

(b) the continuation of a nulti-business income-generation project for nicro-
and smal | -enterprise devel opnent under the UNDP M croStart progranme; and

(c) regional econom c cooperation and integration anong Ceorgia, Arnmenia and
Azer bai jan through the organization of regular subregional neetings to support
regional economc integration. The inpact of this initiative will be nmeasured
by (a) the acquisition of nodern industrial know how through the establishment
of joint ventures; (b) the inprovenent of marketing capacities of various
sectors of the econony; and (c) creation of new enpl oynent opportunities,
particularly in rural areas.

25. Post-conflict regional rehabilitation and devel opnent programes. Working
with the United Nations agencies through the Inter-Agency Task force on
Humanitarian Affairs, UNDP has initiated a rehabilitation and devel opnent
programe for the Tskhinvali (South Ossetia) region. Under this progranme, UNDP
has been working with the Gssetian and Georgian authorities to prepare a
programme for the rehabilitation of essential infrastructure danaged by the
conflict. The project has been designed as a confidence-building initiative
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that is expected to devel op understandi ng between the two sides, pending
agreement on a longer-termpolitical and econom c arrangenent. The project is
financed fromtarget for resource assignnent fromthe core (TRAC) 1.1.3 with a
total of $2 nmillion. The inpact of this initiative will be denonstrated by the
establishment of a joint nmechani sm nmanaged by the two parties that will
contribute to creating a climate of mutual confidence anobng the popul ation and
will facilitate the return and settlenent of the al nbost 60,000 internally

di spl aced persons presently in various parts of Georgia and North Gsseti a.

26. Gven the greater conplexity of the Abkhazia conflict and its greater
strategi c significance, an imminent agreenent on the region's clains for

i ndependent status may not be possible. Since hostilities have ceased and the
need to devel op longer-term solutions continues to be high priority, however, it
nmay be possible for UNDP, if requested, to play a role simlar to that in
Tskhinvali but between the Abkhaz and Georgi an authorities by preparing a
national programe for the rehabilitation of the Abkhaz region, and in pronoting
a confidence-buil ding process for future devel opnent.

C. Environnental conservation and managenent

27. The Government proposes to continue ongoing or initiate new assistance in
the foll owi ng areas, drawing on related funds, including the d obal Environnent
Facility (GEF) and the Mntreal Protocol

28. Environnmental managenent. UNDP assistance will focus on (a) strengthening
the informati on and communi cati ons capacity of the Mnistry of Environnent and
Nat ural Resources Protection; (b) starting a second phase of support to the
Ceorgian International G| Corporation in order to carry out environnental

i npact studies relating to its future investnents, and the establishnent of

envi ronnent al standards and training programes; and (c) inplenentation, as
appropriate, of the National Environnental Action Programe (NEAP) currently
under preparation through Wrld Bank assistance, including in areas such as
reforestation. The inpact of the above-nmentioned programres woul d be manif est ed
in stronger environmental |egislation, controls and conpliance with the NEAP

29. Support to the inplenentation of international conventions and GEF-fi nanced

projects. UNDP will contribute to projects concerning (a) climte change (CEF-
funded) to prepare: a vulnerability assessnent on agricultural, water resources
and coastal zones, leading to the preparation of a national strategy to address
the issues raised; (b) protection of the ozone |layer through a programme to
reduce the estimated 6,000 tons of greenhouse gases enmitted every year into the
at nosphere; (c) biodiversity conservation (GEF/ United Nations Environnent

Pr ogramme- supported), for enabling activities to prepare a biodiversity strategy
for Georgia; and (d) Black Sea environnental protection focusing on wastewater
treatment and solid waste managenent in Poti and Batum and the establishment of
a national park in the coastal wetlands. The inpact of the proposed actions
will be denmpbnstrated by verifiable inplenmentation of the principles and
recomrendati ons of the relevant international conventions.

30. Renewable energy. |In particular, a pilot project co-financed by France
wi Il introduce solar energy technology to public institutions such as orphanages

/...
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and nedical facilities. This will be followed by the fornulation of a |onger-
termstrategy to pronote the expanded use of such technol ogy. The inpact of the
renewabl e energy initiative will be neasured in terns of the potentia
applicability of new technologies to a wi de-scale use of solar energy in
Geor gi a.

V. MANAGEMENT ARRANGEMENTS

31. Execution and inplenmentation nodalities. National execution will continue
to be the principal nmodality for executing UNDP-assisted projects in CGeorgia,

al t hough the services of United Nations agencies and econom ¢ conmm ssions for
certain projects will be used where appropriate. The use of United Nations

Vol unt eers, technical cooperation anong devel opi ng countries, and United Nations
Short-term Advi sory Services will also be sought, to the extent possible.

32. Mnitoring, review and reporting. Al projects will be systematically
nmoni t ored, eval uated and audited in accordance with UNDP procedures, through
progress and technical reports, tripartite nmeetings and project visits.
Particular attention will be given to performance criteria. An in-depth review
of the CCF will be conducted after the second year of inplenmentation to ensure
its continuous viability and rel evance to Georgia' s national devel opnent.

33. Resource nobilization. UNDP's core resources, anounting to some

$8.4 mllion, will be used to nobilize additional resources in support of

nati onal programme objectives. Tentative project cost-sharing targets of about
$15 nmillion are envisaged. These funds will be conpl enented through other UNDP
gl obal and/or centrally managed funds.

34. Public information and nedia strategy. UNDP will pursue, in collaboration
with the United Nations Department of Public Information, a public information
and advocacy strategy in Georgia, which will be used to raise visibility of
United Nations cooperation in Ceorgia.
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Annex
RESOURCE MOBI LI ZATI ON TARGET TABLE FOR GECRGE A (1997-1999)

(I'n thousands of United States dollars)

Sour ce Amount Comment s

UNDP CCRE FUNDS

Estimated | PF carry-over (278)
TRAC 1.1.1 6 362 Assigned i medi ately to country.
TRAC 1.1.2 0Oto 66.7 Presented for initial planning

per cent of |purposes only. Actual assignnent
TRAC 1.1.1 |dependent on availability of

hi gh-qual ity programes

Increase in range of percentages
subject to availability of

r esour ces.
TRAC 1.1.3 2 000
O her resources 120 TSS-1 (65) and SPR (55) for
Poverty Strategy Initiative
SPPDY STS 210
Subt ot al 8 4142

NON- CORE  FUNDS

Gover nent cost -shari ng 15 000 4,000 commtted for project
cost-sharing. Additiona

mat chi ng funds envi saged under
Programme cost -sharing

Sust ai nabl e devel oprent funds 325 d obal Environment Facility

Third-party cost-sharing -

Funds, trust funds and ot her 30 Poverty Strategy Initiative
Subt ot al 15 355
GRAND TOTAL 23 7692

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

Abbreviations: |PF = indicative planning figure; SPPD = support for policy
and programme devel opnment; SPR = Speci al Programme Resources; STS = support for
techni cal services; TRAC = target for resource assignment fromthe core; and
TSS = techni cal support services.



