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I. Introduction

1. Formulated in close cooperation with the UNDP National Coordinating Committee, the draft country programme document for the Democratic People’s Republic of Korea is the result of a programme review, extensive and intensive consultations, and an examination of prior analytical work. It reflects the results of the common country assessment (CCA) process initiated by the country team and the Government. Consultations included discussions with resident United Nations organizations, government agencies, bilateral donors and partners, and international non-governmental organizations (NGOs) operating in the country. It reflects UNDP comparative advantages outlined in the second multi-year funding framework, 2004-2007 (DP/2003/32). The country programme supports the Government in achieving its national development objectives in line with the Millennium Development Goals (MDGs).

I. Situation analysis

2. Based on a review of prior analytical work, including the CCA initiated by the country team, all components of the country’s human development index suffered a reversal during the 1990s. The sharpest drop was in per-capita income, which fell by nearly 50 per cent, from $991 to $457. The country was among the three Asian countries that suffered a decline in living standards during the 1990s. Life expectancy declined from 73.2 years to 66.8 years. The infant mortality rate increased from 14 to 22.5 (1999) per 1 000 live births and the under-five mortality rate nearly doubled from 27 to 48 (1999). Since 1998, however, the country has experienced a modest revival in growth and improvements in living standards. Immunization rates have increased sharply since 1998, providing better protection for children from disease. Polio eradication efforts have been successful with around 98 per cent (2002) of children under five being vaccinated. HIV/AIDS advocacy and education programmes are being introduced in the education system.

3. At present, the economy receives extensive humanitarian support from a variety of bilateral and multilateral donors. The total amount of food aid was estimated at approximately $2 billion between 1995 and 2003. United Nations system humanitarian assistance, largely in the form of food aid through the World Food Programme (WFP), averaged over $200 million annually over the last four years. While figures are difficult to obtain, there is evidence to suggest growing trade in consumer goods. It is estimated that annual trade between $200 and $400 million has been conducted with neighboring countries since the mid-1990s.
4. A significant segment of industrial capacity is currently underutilized as a result of obsolete technologies, once guaranteed markets that no longer exist and lack of foreign exchange. Oil imports fell from an estimated 18 million barrels in 1990 to just 2 million in 1999. Difficulties in its industrial sector have been compounded by the devastating decline in food production in the mid-1990s. Hence food security is a key development challenge, as the current situation of dependence on humanitarian assistance is, by definition, not viable. The Government is in the process of debating policy options for food security.

5. The Democratic People’s Republic of Korea appears to have the narrowest gap between double cropping seasons in the world – barely a week, indicating a highly intensive agriculture. The recent introduction of double cropping has increased output but its environmental effects need closer study. Along with excessive cultivation on mountain slopes, the country faces major challenges to environmental management, particularly soil nutrient depletion and erosion. Yield per hectare of paddy rice has reportedly fallen from 8 tonnes in the 1980s to about half that at present. Domestic grain production is currently insufficient to feed the domestic population. WFP and the Food and Agriculture Organization of the United Nations (FAO) estimates suggest that the country has a food deficit of 1 million tonnes of grain per year.

6. A number of significant economic policy changes have taken place, especially since 2002, of which the most significant include:
(a) Price and wage adjustments. The public distribution system (PDS) has been adjusted sharply, the aim of which is no longer to provide uniform access to commodities. While a core basic ration is available to all citizens to meet their minimum needs, consumers can now also buy goods and services from different distribution channels, including the new ‘consumers’ markets’. Small-scale producers may also sell in markets. On the consumption side, recent adjustment measures have increased wages of miners and soldiers more than other workers, leading to differences in purchasing power. Food prices have increased by 400 per cent. Housing and fuel subsidies have been reduced. The won has been devalued sharply, making exports more viable. A key adjustment has been the removal of subsidies to urban consumers. Recent price adjustments enable the farmer to obtain a better return from crop sales.

(b) Expansion of marketing channels. The country has for some time accepted the existence of farmers’ markets, which trade in limited garden produce. The range of goods exchanged has expanded in recent years and ‘consumers’ markets’ have now replaced farmers’ markets, indicative of greater autonomy in economic decision-making.

(c) Allowing foreign direct investment (FDI). The country has sought to attract FDI for many years, establishing special economic zones for foreign investment. But while the Government has received FDI to support tourism infrastructure in Mount Kumgang, FDI remains insignificant.

(d) Supply-side adjustments. The Government has signalled its intention to discontinue subsidies and allow greater enterprise autonomy in taking decisions on inputs and outputs. As a result, the demand for training in international management practices has emerged, and a relatively young cadre of managers –ages thirties and forties – has been appointed. A few have been sent for management training overseas.

7. These adjustments, initiated in 2002, are undergoing continuous review to assess ongoing adjustments and take further measures to improve supply and demand conditions. The key to the future is to develop a viable economy that does not require extensive, permanent subsidies, except for the maintenance of social safety nets.

8. The nature of the country’s openness requires change. Policies must be oriented towards earning foreign exchange rather than saving it through import substitution. This will require a very different form of economic management. Despite the adjustments mentioned above, most of the gross domestic product (GDP) and employment are still produced by public sector enterprises. Timely and reliable statistical information is part of the improved economic management system that needs to be established

9. The Democratic People’s Republic of Korea is a signatory to the Millennium Declaration. This signifies commitment of the Government to improve the quality of life, ensure gender balance and address the needs of the most vulnerable. The Millennium Development Goals will provide the framework for UNDP assistance to the country.
II. Past cooperation and lessons learned

10. Since the 1990s, it has always been government policy to restore the quality of life for the people and vulnerable groups to levels achieved before economic and humanitarian difficulties ensued. To achieve these goals, the government strategy called for increased production, distribution and management in agriculture, industry and basic services, such as cereal production, the provision of electricity, efficient transport services, and improved health and education facilities.

11. In response, the second country cooperation framework (CCF) 2001-2003 and the one-year extension to 2004 were designed to assist the Government in promoting: (a) an enabling environment to improve the quality of life; (b) sectoral policies and strategies to reduce the vulnerability of the population; (c) the advancement of women through the implementation of global commitments; (d) sustainable environmental management and energy development to improve the livelihoods and security of vulnerable populations; and (e) accelerated progress on the global agenda for development. Interventions focused on the priority sectors of agriculture, environment, energy and economic management.

12 The CCF generated lessons relevant for the country programme, including the following:

(a) UNDP should implement capacity building projects for upstream policy-making, institution building and sectoral-level management. Downstream, UNDP should only be involved in projects with a potential for national replication. Synergies among priority sectors and projects should be identified and developed to ensure complementarity and broad-based development.

(b) Selection of execution modality should be carried out only after a thorough capacity assessment of the recommended entities/agencies. And the management arrangements of all UNDP interventions projects should be clearly stipulated in the project document in accordance with UNDP programming guidelines.
(c) UNDP should work directly with technical line ministries and agencies concerned in the conceptual development, design, formulation, implementation and management of intervention projects. Operationally, participatory workshops should be held at the beginning of each project, involving counterpart institutions and other organizations essential for the project’s success.

(d) Project management, technical know-how and backstopping should be strengthened for national capacity building through the provision of international resident technical advisers and short-term consultants in critical strategic thematic and project interventions. In this regard, government in-kind contributions to projects should be clearly stipulated in the project document and fulfilled in accordance with the agreed work plan. More specifically, each international expert should have a national counterpart so that the transfer of knowledge can be ensured for national capacity building purposes.
(e) The provision of equipment should be made only after an assessment of its need and the maintenance capability of the institutions concerned. Equipment should serve the distinct purpose of capacity enhancement and strictly fit into technical assistance needs to achieve the broader goals and outcomes of the project interventions. 

(f) All project interventions should be subject to regular reporting, monitoring, review and evaluation in accordance with UNDP guidelines. There should be an annual review of the country programme, with strong stakeholders participation, to measure results-based performance of UNDP interventions.
III. Proposed programme
13. The proposed two-year programme recognizes that strengthening management and resource allocation functions will be key to meeting the MDGs. A critical role for UNDP and other United Nations organizations is thus to build the human capacities and knowledge base needed for adjustments in three broad areas – rural sector and natural resource management, economic management, and social sector management using the MDGs as an organizing framework.

14. Rural sector and natural resource management. Given the limits on arable land, foreign exchange constraints, and an energy shortage, food security in the country requires efforts to promote efficiency and more sustainable techniques in agriculture and in the exploitation of natural resources. To this end, UNDP will support initiatives that contribute towards improving the efficiency and sustainability of the rural sector. At the micro-level, assistance will support demonstration schemes that promote community-level generation of energy, reduce post-harvest losses, and off-farm activities (e.g., micro-credit schemes) in rural areas.

15. At the macro-level, UNDP and the United Nations system will support analytical work and baseline studies on the promotion of sustainable livelihoods and the sustainable exploitation of natural resources. This will include efforts to strengthen current management arrangements in the rural sector in light of recent economic adjustments. Through these analytical work and baseline studies, UNDP aims to contribute towards the formulation of a national sustainable development strategy.

16. Economic management. Until the 1990s, the external sector provided the country’s specialized economy with opportunities to barter. Following the demise of socialist markets, the external sector became a source of food aid, humanitarian assistance and limited levels of development assistance. This situation is not sustainable. Efforts to improve the efficiency and effectiveness of scarce external assistance must be complemented by initiatives to strengthen trade capacity.

17. If development assistance is to contribute to achieving the MDGs, the Democratic People’s Republic of Korea will have to strengthen both its aid coordination function and statistical capacities. Data will be particularly critical for allocating resources and for tracking progress and reporting on MDGs. To this end, UNDP and other United Nations organizations are committed to strengthening the country’s coordination and statistical capacities. Currently, through two interlinked projects – Capacity Building for Enhanced Development Cooperation and Enhanced Capacity for Statistics relating to MDGs – UNDP is providing support to the Government in aid coordination and statistical data collection, analysis and use for informed decision-making, planning and resource allocation at the national level.

18. Using the United Nations system and its experience in other countries, UNDP assistance will support the country’s efforts to strengthen its trade support system, expand its range of export products and markets, and reorient the service sector to generate foreign exchange and employment. Assistance will support expanding human capital and research efforts that strengthen the country’s trade position within emerging global trading arrangements.

19. UNDP will also support efforts to address the challenge of employment for women – who have been hardest hit by the adjustments. UNDP will support the government through demonstration schemes in microfinance and in enterprise management that promote income and employment among women. 

20. Social sector management. Assistance to the Democratic People’s Republic of Korea must address the situation of the most vulnerable segments of the population, arising from external circumstances and economic adjustment. UNDP and other United Nations organizations are committed to supporting assessments, technical training and capacity-development efforts in health, water and sanitation, and education. These could focus on efforts to strengthen social statistics baselines and service delivery. An example of such collaboration is in the area of tuberculosis where UNDP and the World Health Organization (WHO) have agreed to strengthen the prevention of tuberculosis with assistance from the Global Fund to Fight AIDS, Tuberculosis, and Malaria (GFTAM). And given the country’s current vulnerabilities to extreme weather and obsolete infrastructure, UNDP will likewise support efforts to strengthen the national system for disaster mitigation and emergency preparedness.

21. Quality of life report. In light of the country’s commitment to the MDGs, UNDP will support its efforts to publish an annual quality of life report that will establish baselines and measure progress towards achieving nationally defined goals and targets. To the extent possible, disaggregated data according to age group, gender, and geographical area will be generated. The quality of life report will be critical not only to strengthen the management of rural, economic and social sectors, but as an overall framework to guide UNDP assistance.


IV. Programme management, monitoring and evaluation

22. The draft country programme document, of a two-year duration (2005-2006), reflects the intention of the country team to harmonize programming periods as soon as possible. The country programme’s focus on strengthening the knowledge base through assessments and baselines lays down the foundation for a possible CCA and United Nations Development Assistance Framework (UNDAF).

23. The country programme will be organized according to a results-based management approach through instruments such as the country programme action plan (CPAP). This will require a joint effort by the Government and UNDP to measure performance of development goals and outcomes of project interventions systematically.

24. The country programme will be monitored and evaluated within UNDP guidelines for results-based management. A comprehensive monitoring and evaluation plan will be an integral part of the CPAP. Monitoring and evaluation will include: regular joint UNDP/Government project monitoring visits, annual progress reports, annual project tripartite review/steering committee meetings, outcome and project evaluations, and an annual programme review with strong stakeholder participation. In early 2006, a comprehensive country programme review will tale place to measure overall performance in the achievement of goals and outcomes.

25. All lessons learned from the previous CCF, as indicated in paragraph 11, will be applied. These lessons include: the conduct of capacity assessments prior to the selection of executing agencies; the access to and involvement of line ministries relevant to specific project interventions; the use of long-term technical advisers and short-term experts; and the identification of national counterparts to ensure effective transfer of knowledge. For that matter, all equipment procurement will require an assessment of needs and maintenance capacity. Equipment procurement will be limited to those required for the enhancement of capacities alone.

Annex. Results and resources framework for the Democratic People’s Republic of Korea (2005-2006)


	Programme component
	Country programme outcomes, including outcome indicators, baselines and targets
	Country programme outputs
	Output indicators, baselines and targets
	Role of partners
	Indicative resources by goal (in United States dollars)

	National priority or goals. A rural sector organized to provide food security and sustainable livelihoods.

	Intended UNDAF outcome: Not applicable

	Energy and Environment for Sustainable Development


	The knowledge base required to manage the rural and natural resource sectors, achieve food security and promote sustainable livelihoods, strengthened.

Indicators:

· Baseline (i.e. data and capacity assessments and options) for addressing income vulnerability and environmental sustainability established.

· Schemes for reducing post-harvest and demonstration schemes for village level energy generation documented and evaluated with government.


	· A quality of life report that contains an analysis of national development goals with reference to MDGs 1 and 7 (on income vulnerability and environmental sustainability) prepared.

· Preparations for a comprehensive agricultural databank completed and launched in collaboration with FAO.

· Programme to improve food security and sustainable livelihoods – within the framework of a national sustainable development strategy – launched in collaboration with FAO, International Fund for Agricultural Development (IFAD), United Nations Environment Programme (UNEP) and the Department for Economic and Social Affairs (DESA).

· Assessment and demonstration schemes for reducing post-harvest losses completed in collaboration with FAO and the United Nations Industrial Development Organizations (UNIDO).

· Assessment and demonstration schemes for community, farm, enterprise and village-level energy generation completed.

· Demonstration scheme for the provision of microfinance to finance off-farm activities in collaboration with IFAD, United Nations Capital Development Fund (UNCDF) and others.
	· Annual quality of life reports prepared during programme period.

· Survey instruments designed and human resources trained.

· Comprehensive food security and sustainable livelihoods programme -- within the framework of a national sustainable development strategy -- approved by Government and UNDP.

· Assessment and demonstration schemes of post harvest losses, micro-level energy generation, and financing of off-farm activities done within comprehensive programme.


	· Under the auspices of UNDP net contributor countries (NCC), all programme activities to be done in collaboration with the relevant national agencies and the appropriate United Nations entity (whether resident or non-resident).

· Any third party resources to be managed through open trust fund arrangements.
	Regular resources: 

$7.99 million

Other resources:

Global Environment Facility: $750 000

	National priority or goals: (1) The quality of life of population and vulnerable groups are restored to levels achieved before the economic and humanitarian difficulties of the mid 1990s.

(2) Achieve the diversification of the economy, exploiting the opportunities from emerging global trends in a phased manner.

	UNDAF outcome: Not applicable

	Achieving the MDGs and reducing human vulnerability


	The knowledge base for the effective management of external assistance and critical external relationships strengthened.

Indicators

· Support unit for coordinating economic development cooperation established – Development Cooperation reports published 

· Baseline (i.e. data and capacity assessments and options) for strengthening external and financial sectors established 

· Baseline for management of socio economic data established

· Schemes for promoting wider participation of women in industrial and enterprise development and management expanded.


	· Analysis of national development goals with reference to international partnerships initiated.

· Assessment of national capacity for the collection and analysis of socio-economic data completed and implementation of recommendations initiated.

· Institutional arrangements for the enhanced coordination of economic development cooperation established

· Strategies for the trade and service sectors developed in collaboration with the United Nations for Trade and Development (UNCTAD), the World Tourism Organization and others

· Assessment of institutional and human resource development for effective management of key economic activities completed and implementation of recommendations  (e.g. in support of public finance, trade, etc.) initiated in collaboration with relevant United Nations entities

· Assessment of gender dimension in industrial and enterprise development and management completed and implementation of recommendations initiated, in collaboration with the United Nations Development Fund for Women (UNIFEM) and UNIDO.

· Financial sector assessment completed and implementation of recommendations initiated.
	· Analytical framework for assessing partnerships designed

· Survey instruments designed, human resources trained, and knowledge and skills applied towards the preparation of a socio-economic report.

· Mandate, functions, and human resources required for the management of economic development cooperation identified.

· Trade and service sector strategies completed and presented to government.

· Scheme for promoting greater women participation in industrial and enterprise development and management designed and implemented

· Financial sector report initiated


	· Under the auspices of the UNDP-NCC, all programme activities to be done in collaboration with the relevant national agencies and the appropriate United Nations entity (whether resident or non-resident).

· Any third party resources to be managed through open trust fund arrangements
	Regular resources: 

$4.79 million



	
	The human resources and knowledge base required to manage the social sector -- with specific reference to gender equity and situation of vulnerable populations – are strengthened.

Indicators

· Baseline (data, capacity assessment, and capacity development strategies) information established in key social sector areas.

· Lessons from demonstration schemes translated into options for government consideration.

· Human resources trained in critical technical areas
	· A quality of life report initiated with an analysis of national development goals with reference to MDGs 2, 3, 4, 5, and 6 (education, gender equality, child and maternal health, and HIV/AIDS, malaria and tuberculosis)  

· Detailed assessment and capacity development activities for strengthening human resource capacities for social sector management (e.g. health, water and sanitation, and education) launched in collaboration with the United Nations Children’s Fund (UNICEF), United Nations Educational, Scientific and Cultural Organization (UNESCO), UNFPA, the World Health Organization (WHO) and other relevant entities of the United Nations system. 

· Demonstration scheme for the provision of microfinance to vulnerable groups in collaboration with IFAD, UNCDF, and others.

· Assessment of national and local disaster preparedness and mitigation completed and options for institutional arrangements identified


	· Work on quality of life report on MDGs 2,3,4, 5, 6 initiated

· Capacity development activities for health system identified and implemented within the proposed Global Fund for Fighting Aids, Tuberculosis, and Malaria (GFATM) project with WHO and in collaboration with UNICEF and UNFPA. Similar capacity development activities for the education sector will be undertaken in collaboration with UNESCO, UNICEF and others. Capacity-building activities for water and sanitation will be carried out in collaboration with the WHO, UNICEF and others.

· Programme initiative launched and evaluated within country programme period

· Report on options for disaster mitigation and preparedness completed


	· Under the auspices of the UNDP-NCC, all programme activities to be done in collaboration with the relevant national agencies as well as with WHO, UNICEF, UNESCO, UNFPA, IFAD, UNCDF and others. The focus of collaboration will be in areas where there are on-going activities that have been accepted by government

· Any third party resources to be managed through open Trust Fund arrangements
	Regular resources:

$3.19 million

Other resources:

GFATM: $5.5 million

Total: $22.22 million

Regular resources:

$15.97 million
Other resources:

million

$6.25 million




—————

( The collection of data required to present the Executive Board with the most current information has delayed submission of the present document.
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