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Introduction

1. The country programme (2008-2010) is based on extensive consultations with the Government, United Nations organizations, civil society groups and other partners. It builds on experiences gained from the implementation of the previous country programme (2004-2007), as well as earlier country cooperation frameworks (1998-2000 and 2001-2003).
I.
Situation analysis

2. The Russian Federation is one of the leading emerging economies and has been undergoing a complex transition since 1991. In 2004-2006, the country continued to recover from the economic and social distress of the early transition process. Record-high world energy prices helped sustain relatively high growth rates and reduce public debt ahead of schedule. Growth has been uneven, and underinvestment in capital assets, technology, and infrastructure poses challenges to the sustainability of long-term economic development. Diversification, a knowledge-based economy and increased investment, particularly in infrastructure, are vital.

3. Institutional challenges include eliminating high administrative barriers to business, corruption, and weak public sector governance, as well as establishing a fully independent, effective judicial system. Given the size of the country, sustaining growth and improving social services depend on a rational and stable division of autonomy and responsibility between federal and subnational levels of government.

4. Despite a sharp reduction in poverty in recent years, extreme poverty still afflicts up to 5 per cent of the population. More than half of the poor are employed, pointing to a shortage of living-wage jobs. Russia is one of the most educated nations in the world, yet inequality of access to quality education remains a problem, particularly for children from disadvantaged families and those living in rural areas and economically depressed regions. Male life expectancy has fallen to just 58 years due to unhealthy lifestyles and non-infectious diseases. Russia has the highest tuberculosis mortality rate in Europe and HIV/AIDS infection is on the rise. Human development levels show extreme variations among Russia’s regions, with the 2004 human development index ranging from 0.667 to 0.872.

5. An engaged civil society could contribute to sustainable social development and the success of government policies through systematic promotion of voluntary civic initiatives. Nongovernmental organization (NGO) activities need to be balanced by public transparency and efforts to combat xenophobic and other worrisome emerging tendencies. 
6. While Russia tackles complex development challenges at home, its international role, as a G-8 member and a donor country, is growing. Russia is expanding its contribution to global development initiatives and its capacity to provide effective development aid. Early debt redemption frees up more resources for these efforts. Russia has an influential role in the global economy, especially in managing environmental, energy, and forest resources.

II.
Past cooperation and lessons learned

7. External evaluations in 2005 to 2006 confirmed the high impact of UNDP assistance. Following a comprehensive management review and a Board of Auditors external audit, UNDP took steps to streamline management practices and introduce a more balanced approach that links economic development, governance, environment, and recovery. Monitoring and evaluation warrants greater attention. 
III. Proposed programme 

8. The fact that rising per capita income will make Russia ineligible for UNDP regular funds beyond 2010 defines the nature of the new country programme. New directions include: (a) supporting the emerging role of donor and technical assistance provider; (b) increasing focus on subnational initiatives; (c) building partnerships to fight HIV/AIDS; (d) supporting  sustainable use of energy and natural resources; and (e) expanding recovery in the post-conflict setting of the North Caucasus. 

9. As some bilateral donors reduce or withdraw assistance, funding sources will be broadened, with increased reliance on national resources. Engaging responsible private sector actors will be a key challenge for 2008-2010, as national and regional development banks grow and Russia adopts new legislation on philanthropy. 

10. The country programme for 2008-2010 centers on the five UNDP practice areas and cross-cutting areas supporting government efforts to pursue a rights-based approach, involve civil society in policy and emphasize gender equality. 
Economic growth and poverty reduction

11. In 2004-2007, UNDP helped the Government improve the safety of critical transport infrastructure, and promote exports, investment, and high-tech small and medium-sized enterprises (SMEs). The focus in 2008 to 2010 will remain on infrastructure and information communication technology (ICT), investment and trade promotion, SMEs and microfinance. 
12. UNDP will provide targeted, needs-based assistance on employment creation and will help improve economic governance in particular, customizing poverty reduction and social protection programmes for the most vulnerable groups. UNDP will assist subnational authorities in developing bankable projects and securing resources from banks, federal and other sources. Further, UNDP will cooperate with the corporate sector to revitalize the Global Compact network, support national micro-entrepreneurship initiatives, and engage business in regional development planning. 

13. The following strategies are proposed:
(a) Advise the Government on improving legislation at federal and subnational levels so as to identify unclear and outdated legislative acts that hamper trade and entrepreneurship.
(b) Train and facilitate access to affordable sources of financing for SMEs.
(c) Support Government efforts to attract foreign direct investment.  

(d) Promote trade by providing export promotion advisory services. 

(e) Disseminate new information, communications and energy sector technology and provide distance learning opportunities in remote areas.
(f) Further development of public-private partnerships with special emphasis on infrastructure and social sector improvements.
(g) Promote corporate social responsibility and provide institutional support to the Global Compact Steering Committee.
(h) Establish foreign development assistance mechanisms by sharing international best practices and creating a specialized government structure.
Effective and accountable governance

   14. UNDP will continue work with all levels of government to ensure sustainable results and 
   coherence between local and national frameworks and engage a broad range of stakeholders in
   policy dialogue. 

15. The following strategies are proposed:

(a) A new cycle of national human development reports aimed at achieving greater policy impact through stronger analysis, elaboration of alternative policy proposals and a more effective advocacy strategy, particularly at the subnational level, as well as continuing higher education pilot courses in human development, and the creation of a consolidated subnational human development data monitoring platform through capacity development of territorial departments of the statistical service.

(b) Incorporation of gender considerations into all programmes and projects on gender-sensitive public service delivery and equal access to decision making.
(c) Continued local governance reform, extending an existing UNDP project to other regions, especially the North Caucasus. New opportunities will be sought to train civil servants.  

(d) Empowerment of civil society, promoting involvement in democratic processes, policy formulation, and effective delivery of social services. 

(e) Development of the ombudsman network at the subnational level, addressing the need to exchange and codify effective and recognized practices. 

(f) Use of proven ICT-based approaches to increase the transparency and efficiency of governance and the implementation of the ‘Electronic Russia’ programme.

(g) Formulation and implementation of a comprehensive, multi-sector anti-corruption initiative, drawing on UNDP global experience in this area.
(h) Performance-based budgeting, including gender-sensitive budgeting and linking subnational efforts to the national framework.
Environmental sustainability

16. UNDP will build on the large existing portfolio of high impact biodiversity projects and its successes in resource mobilization for climate change after the breakthrough ratification by Russia of the Kyoto Protocol. UNDP will continue established partnerships, for example, with the Global Environmental Facility, and engage in new priority areas of assistance to introduce Kyoto instruments, design innovative and sustainable financial mechanisms for biodiversity conservation and energy efficiency, and promote eco-friendly public-private partnerships, as well as support national efforts in monitoring ecological standards. 

17. UNDP will assist subnational authorities with environmental projects, using them as an entry point to encourage balanced resource exploitation and environmental conservation. 

18. The following strategies are proposed: 

(a)  In ongoing projects in eco-regions such as Kamchatka, Altay-Sayan and the Lower Volga, the focus will be on documenting lessons learned. Comprehensive financing solutions will be sought for biodiversity conservation. 

(b) Integration of biodiversity considerations into productive sectors of the economy, in part by promoting incentives for the private sector, particularly in industrialized and environmentally vulnerable areas. 

(c) Development and transformation of domestic markets for renewable energy, energy-efficient products and services, and sustainable transport.

 (d) Low-emission technologies, greenhouse gas emission reduction, and carbon finance mechanisms, through the Millennium Development Goal Carbon Facility.

(e) Poverty reduction at the subnational level through micro-credit facilities. Post-Chernobyl recovery efforts will continue in the Bryansk oblast.

Post-conflict recovery and development 

19. As United Nations assistance to the North Caucasus shifts from humanitarian action to recovery, UNDP will assume more coordination responsibilities in recovery and development. UNDP will build on employment generation and partnerships with local governments and the Presidential Representative in the South of Russia to expand its programme in Ingushetia, Chechnya, Dagestan, North Ossetia-Alania, and Kabardino-Balkaria. 
20. The following strategies are proposed:

(a) Training and advisory services for aspiring entrepreneurs and SMEs in the North Caucasus, establishment of business incubators and microfinance facilities, and investment promotion activities;
(b) Rural development giving farmers in the region access to microcredit, new agricultural technologies and agro-marketing;
(c) Enhanced effectiveness, accountability and transparency of governance structures at the level of the republic, districts, and municipalities;
(d) Building peace and tolerance in a culturally and ethnically complex post-conflict context; 
(e) Mine action in Chechnya, which remains one of the most heavily mined areas in the world. 

Responding to HIV/AIDS
21. UNDP efforts will build on increased national commitment evident in the 2006 creation of a high-profile national coordination body and a shift in health and social policy from treatment to prevention. 

22. The following strategies are proposed: 
(a) Implementing the ‘Three Ones’ principles with UNAIDS and national partners, and involving key development ministries in the HIV/AIDS policymaking process, while strengthening the capacity of the national AIDS commission to manage policy initiatives. Bring advocacy efforts undertaken by the parliamentary group on AIDS to the subnational level and promote rights-based legislation;       

(b) Capacity-building for civil society actors, including NGO networks and faith-based organizations, aimed at promoting the participatory design, implementation, and evaluation of policy initiatives;
(c) Advocacy for people living with HIV/AIDS using research, expert discussions, and special events to address stigma and discrimination as well as gender and vulnerability. 
Regional programming

23. UNDP will rely increasingly on its Moscow office as a regional hub supporting other countries. UNDP will explore opportunities to support regional migration policy, with a particular focus on the Eurasian Economic Community (EEC) countries as well as support Russia in its new role of donor and provider of technical assistance, particularly to the Confederation of Independent States of the former Soviet Union (CIS). 
IV. Programme management, monitoring and evaluation

24. The national execution modality is the main project implementation tool with strict adherence to the requirements of the UNDP internal control framework. Direct execution will continue within the North Caucasus recovery programme with a steadily growing share of nationally executed and funded projects. 

25. Efforts will continue to reinforce staff capacities and commitment, improve knowledge sharing, create a learning culture, and access state-of-the-art information, including through mainstreaming the use of the Prince system and the programme-related components of Atlas. 
26. This country programme will have a flexible framework, allowing UNDP to monitor strategies and work plans and keep in step with national needs and priorities as well as the corporate UNDP strategic plan, 2008-2011
27. Programme evaluation and monitoring will provide a critical management tool to ensure sustained relevance of UNDP in Russia, prioritization of limited regular resources and improved programme impact. Internal monitoring and evaluation will be complemented by a participatory evaluation approach involving all national partners, as well as joint evaluations with other United Nations organizations and international partners. 

28. To increase United Nations system coherence at the country level, UNDP will assume greater leadership in initiating and supporting joint programming and advocacy initiatives aimed at better efficiency, harmonization, and improved policy impact.
Annex. Results and resource framework for the Russian Federation (2008-2010)

National priority: Creation of internationally competitive and equitable knowledge-based economy 
	Programme component
	Country programme outcomes


	Country programme outputs
	Output indicators, baselines and targets
	Partners
	Resources ($)

	1.  Poverty reduction 
	Poverty reduction through sustainable and more equitable economic growth  
Indicator: HDI differentiation between the poorest and the wealthiest regions of Russia reduced

Baseline:

12 regions have HDI above Russian average of 0.781 (2005)

Target: At least half of Russian regions have HDI above current Russian average
	Output 1.1. Enhanced capacities of regional authorities to develop and implement poverty reduction strategies and pilot projects at the local level.

Output 1.2. Corporate sector engagement in the regional development programmes to support inclusive growth and inequality elimination between the regions
	Indicator: Number of officials in the regions trained in poverty reduction strategies

Baseline: Five regions were covered by UNDP with poverty related trainings and other events 

Target: One more region per each Federal District will be covered by a similar type of activities

Indicator: Number of pilot projects with corporate sector implemented to support sustainable socio-economic development of the regions

Baseline: UNDP supports economic growth in the regions through implementation of infrastructure development; investment promotion and income generation projects 

Target: At least five new initiatives initiated by UNDP to support inclusive growth
	Federal ministries: Foreign Affairs, Economic Development and Trade; regional development, regional administrations, corporate sector, business associations, NGOs, local communities, United Nations system organizations, academia.
	Regular resources:

200,000

Other resources:

38,949,000 

Subtotal: 

39,149,000

	2. Democratic governance
	Enhanced effectiveness and accountability of governance structures for regional and local development 
Indicator:

Increased civil society participation in decision making at the regional level supporting greater transparency and efficiency of public service. 

Baseline:

Administrative reform underway, UN Convention Against Corruption ratified; top-down public participation mechanisms.

Target:

Sustainable mechanisms of civil society involvement in administrative reform, budgeting process and actions against corruption exist in at least 10 regions of the Russian Federation. 
	Output 2.1. Networks of decision-makers and experts in results-based budgeting, anti-corruption and administrative reform 

Output 2.2. Formal and informal training programs for federal and regional government officials

Output 2.3. Introduction of performance-based budgeting tools and gender-sensitive budgeting at the regional level
	Indicator: Number and quality of networks / communities of practice

Baseline: Several efforts by non-state and international actors to create networks linking several  regions

Target: Three networks/communities of practice set up and functioning, covering over half of the regions and linked to international UNDP communities of practice

Indicator: Scope of capacity building activities covering various target groups and integrated into formal education curricula 

Baseline: Training programs developed and tested with target pilot groups

Target: Capacity building activities carried out for at least five target groups

Indicator: Number of regions covered by innovative approaches to budgeting  

Baseline: Ongoing capacity building activities for officials on performance-based budgeting. 

Assistance to four pilot regions in local governance reform.
Target: Budget transparency, performance-based budgeting and ICT tools applied in at least 10 regions
	Federal ministries: Foreign Affairs, Economic Development and Trade, Regional Development, Finance, Internal Affairs

Federal Accounts Chamber

Commission on Action Against Corruption of the State Duma,

regional authorities in pilot regions,

civil society;

business associations and corporate sector,

United Nations system, academia, 

officials from CIS/EEC countries, donors
	Regular resources:

400,000

Other resources:

5,400,000
Subtotal: 

5,800,000

	3. Energy and environment

 
	Improved environmental sustainability of development processes 

Indicator: Environmental dimension in development policy

Baseline: Environmental impact is not a priority for development planning

Target: Minimization of environmental impact is mandatory for regional development plans 
	Output 3.1. Energy efficiency measures are incorporated into local development strategies
Output 3.2. 

Conserved ecosystems are considered as important resource for sustainable development
	Indicator: Number of regions in which energy efficiency strategies are being developed and implemented

Baseline: Currently few regions have energy efficiency strategies 
Target: Three more regions with developed and adopted energy strategy 

Indicator: Ecosystem services are counted for three regions (Kamchatka, Lower Volga, Komi)

Baseline: Ecosystem services are not taken into account in regional economic development assessments

Target: Ecosystem services are taken into account for regional long-term planning
	Federal ministries: Natural Resources,

Economic Development and Trade, Science and Education

Regional administrations
	Regular resources:

100,000

Other resources:

12,800,000

Subtotal:

12,900,000

	4.  Crisis prevention and recovery
	Reduced vulnerability across the region through closely linked socio-economic recovery projects

Indicator: Sustainable income generation  in the post-conflict republics of North Caucasus
Baseline:

Average official unemployment rate in Russia – 8%, in the North Caucasus – 12%; Unofficial unemployment rate in some republics of the North Caucasus up to 70-80%

Target:

Real unemployment rate is reduced by 10-20%
	Output 4.1. Entrepreneurship support and investment promotion. 

Output 4.2. Public administration reform, ensuring sustainability of results through building capacities of government and civil society partners.
	Indicator: Number of entrepreneurs and SMEs supported by a business training and access to financing
Baseline: Pilots aimed at training of trainers and improved access of entrepreneurs to information in Ingushetia and North Ossetia. 

Target: Sustainable mechanisms for business training, working microfinance institutions in Ingushetia, North Ossetia, Chechnya, Dagestan.

Indicator: Capacity of local administrations and communities to manage complex governance innovations and contingencies 

Baseline: Initial training and advisory services and peace and tolerance building activities in Ingushetia and North Ossetia. 

Target: Sustainable networks of local public servants established in four republics of North Caucasus
	Governments of Ingushetia, North Ossetia-Alania, Chechnya and Dagestan.

Federal ministries: Foreign Affairs, Economic Development and Trade, Regional Development, Agriculture, Internal Affairs

United Nations system, European Union, Swedish International Development Agency, local institutional bodies and NGOs
	Regular resources:

149,000

Other resources:

11,851,000

Subtotal: 

12,000,000

	5. Responding to HIV/AIDS
	Scaled-up national response to HIV/AIDS

Indicators: Development actors involvement in HIV/AIDS response; number of HIV/AIDS coordination bodies in regions; existence of gender aggregate monitoring mechanisms for the rights of people living with HIV/AIDS (PLWH).

Baseline:  HIV/AIDS not part of national strategies; limited role of NGOs in policy making; stigma against PLWH
Target: To ensure integration of HIV/AIDS into strategic development documents
	Output 5.1. Availability of results- based  HIV integrated development strategies 

Output 5.2. Enhanced institutional capacities of NGO stakeholders working in the field of HIV/AIDS   

Output 5.3. Institutional base for advocacy of PLWH rights is established.
	Indicator: Number of regions with HIV integrated development strategies

Baseline: Low awareness of HIV impact on human development

Target: Increased awareness of regional stakeholders of HIV impact on human development in four to ten pilot regions 

Indicator: Increased NGO participation in the HIV policy making process

Baseline: Insufficient capacities of NGOs to contribute to the policy making process 

Target: Capacity of NGOs in at least five regions increased through training and awareness raising activities. 

Indicator: Number of initiatives addressing discrimination in HIV policy documents 

Baseline:  No government policy documents addressing stigma and rights of PLWH

Target: At least two government policy documents address discrimination
	Federal service of surveillance of consumers’ rights protection and human welfare,
Ministry of Economic Development and Trade, Ministry of Finance, Ministry of Regional Development,
Parliamentary Group of HIV/AIDS,
national AIDS commission,
NGO networks  
	Regular resources:

100,000

Other resources:

6,400,000

Subtotal: 

6,500,000
Total:

76,349,000
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