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| NTRODUCTI ON
1. The first country cooperation framework (CCF) for the Marshall 1slands,

whi ch covers the period 1997-2001, is the result of an ongoing consultative
process between the Governnment and UNDP. The fornal consultative process

bet ween UNDP and Gover nment on the scope and nature of the CCF began during the
Decenber 1995 mid-termreview of the first country progranme. During the
review, the Governnment was briefed on the upcom ng changes in the programm ng
process and the UNDP priorities for the next progranm ng period, and prelimnary
di scussions were held on thematic areas for the first CCF and participation in
subr egi onal programes.

2. A mgjor step in the fornmulation of the CCF was the preparation of the UNDP
advi sory note, through which UNDP provi ded the Governnment with its views on how
its mght best support national devel opnment efforts. The advisory note was
prepared in consultation with Governnent, as well as non-governnental and
private sector organizations. The consultative process occurred in the context
of the Pacific Human Devel opnent Report (1994), the Suva Decl aration on
Sust ai nabl e Human Devel opnent in the Pacific, the Port Vila Declaration on

Popul ati on and Sust ai nabl e Devel opnent, the Programmes of Action of the

I nternati onal Conference on Popul ati on and Devel opnent and the d obal Conference
on the Sust ai nabl e Devel opnment of Small |sland Devel oping States and the
Copenhagen Decl aration on Soci al Devel opnent .

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

The devel opnent cont ext

3. The Marshall |slands conmprises 34 atolls and | owlying coral islands,
scattered across 2 mllion square kilonetres of the North Pacific Ccean. It

gai ned i ndependence in 1986. Under the Conpact of Free Association between the
United States and the Marshall Islands, the agreenent which governs the

post -i ndependence rel ati onshi p between the Marshall Islands and the United
States, the country receives budgetary and devel opnental assistance for a
fifteen-year period. This assistance, which commenced at approxi mately

$58 mllion per annum wll decline in three step-down phases before term nating
in 2001.

4. The Marshall Islands enjoys a high per capita national incone ($1,894 in
1995), 66 per cent of which is derived from Conpact funding, while foreign
assistance fromall sources, including rent received for the Knajalein Mssile
Range, represents 70 per cent of national inconme. The large inflow of foreign
assi stance, particularly Conpact funds, has financed budget and trade deficits
and all oned wages to increase to levels inconsistent with productivity, thus
encouraging lifestyles that would be difficult to sustain fromlocally generated
revenues.

5. Wth the third step-down in Conpact funds occurring in 1997, together with
a significant external debt and a rapidly grow ng popul ation, there is a renewed
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sense of urgency within the Governnment and hei ghtened public awareness about the
need to accel erate sustai nable economic growmh. Achieving growth will require a
bal anced budget, stable macroecononic fundanentals, a |less dom nant role for the
public sector, liberalization of the econony, and support to private sector

i nvest ment .

Sust ai nabl e human devel opnent

6. According to the Pacific Human Devel opnent Report (1994), with a human
devel opnent index value of 0.611, the Marshall Islands ranks seventh out of

13 countries in the Pacific. Wrldw de, the Marshall |slands ranks anobng the
lower third of mid-level countries. The Governnent is aware that it is nost
likely that the Marshall Islands will experience a sharp decline in income and

i n human devel opment with the cessation of the Conpact. There will, therefore,
be a need to anticipate the inpact of declining incones on the population and to
devise policies to protect the poor and the vul nerable.

Popul ati on

7. The popul ation of the Marshall |slands was estimated at 55,600 in 1995

The popul ation gromh rate, although slightly reduced since 1988, is still an
unsust ai nabl e 3.6 per cent per annum Changi ng expectati ons and economi c
stagnation in the outer islands have pronpted an internal redistribution of the
popul ation, with nearly two thirds of the people now residing in Majuro and
Ebeye, where severe overcrowding has resulted in environmental degradation and a
deteriorating standard of |iving.

Poverty and vulnerability

8. CGovernment data indicate inequitable incone distribution. These

di sparities are conmpounded by deteriorating health and nutrition conditions,

i nadequat e educati on and housi ng, and significant environmental degradation

The infant nortality rate is increasing and |ife expectancy is decreasing (from
66 years in 1980 to 60 years in 1994). Ml nutrition has beconme a serious
problem including vitamn A deficiency in children, and the incidence of
lifestyle-related health problens such as di abetes, heart disease, and sexually
transmtted di seases, including HV/ AIDS, is increasing. Published literacy
rates, estimated at 91 per cent, obscure substandard educational conditions,
characterized by high drop-out rates and | ow achi evenent |evels, preventing many
young people fromeasily nmaking the transition fromschool to work. There are
also major skill gaps in the local workforce, in the professional, manageri al
techni cal, and occupational trade categories.

Enpl oynent and sustainable |ivelihoods

9. O ficial unenploynent is estimated at |6 per cent nati onw de and at

22 per cent in Majuro, and is significantly higher anong youth. Wth

47 per cent of the popul ation under the age of 15 years, the | abour force wll
grow rapidly over the next 20 years. Opportunities for job creation on the
basis of local resources exist in the areas of fisheries, agriculture and
tourism But constraints in these sectors need to be overcome, chief anong
them the |low | evel of human resource devel opnent.
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Gender

10. Wonen lag significantly behind nen in virtually every aspect of nationa
political and economic life: they have | ess access to higher education; |ess
control over their reproductive health; a smaller share of the job market, in
whi ch they are enpl oyed predom nantly in subordi nate and | ow payi ng jobs; and
only token representation in policy-nmaking positions within the Governnent.
Sensitive to the socio-econom c and cultural problens affecting contenporary
soci ety, the CGovernnent of the Marshall Islands has proposed a number of
initiatives to advance the position of wonen and strengthen their participation
i n devel opnent, to be inplemented through the Ofice of Wnen's Affairs.

Envi ronnental protection and regeneration

11. The physical environment of the Marshall Islands, lowlying atolls and
coral islands, is particularly vulnerable to degradation. Population growh and
urbani zation are creating serious problenms in the managenment of solid waste and
wat er resources. Wth UNDP support, the Governnent is preparing its first
Coastal Zone Managerent Plan for Majuro Atoll.

Gover nance

12. In the next five years, through a national priority progranme, the country
wi || be redefining and reorgani zi ng governance for the post-conpact era.
Recogni zi ng the seriousness of the situation, the Government has entered into a
policy reform programe funded by the Asian Devel opnment Bank and a public sector
i mprovenent programre funded by UNDP. These conpl ementary programes aimto
al i gn governnent expenditure with donestic inconmes, create an efficient public
service, and facilitate private sector devel opnent.

1. RESULTS AND LESSONS OF PAST COOPERATI ON

13. External devel opment assistance in the Marshall Islands is dom nated by the
i nfl ow of funds fromthe Conpact, other United States governnment progranmes, and
| ease paynments for the Kwajalein Mssile Range. Bilateral devel opnment

assi stance from sources other than the United States is also significant,
amounting to $42 million for the period 1991-1996. The Marshall Islands is a
nenber of the South Pacific Conmission and the Pacific Forum |In anticipation
of independence, the Marshall Islands participated in a nunber of United Nations
programes, notably those sponsored by UNDP, the Wirld Health Organization, the
United Nations Popul ation Fund (UNFPA), the United Nations Children's Fund

(UNI CEF) and the Econom c and Social Commission for Asia and the Pacific.

The role of UNDP

14. The first country programe for the Marshall 1slands, which was formul ated
in 1991 for the period 1993-1996, concentrated on three programe areas:

(a) enploynent and private sector devel opnent; (b) public sector and

macr oeconom ¢ reform and (c) sustainable resource nmanagenent. There were two
projects within the first programme area. First, a small-business advisory
services project supported the establishnment of a small business advisory unit

/...



DP/ CCF/ MAS/ 1
Engl i sh
Page 5

within the Mnistry of Resources and Devel opnent, to provide technica

assistance to existing or potential entrepreneurs. Conplenmentary support for
this project was provided under the subregional small-enterprise devel opnent
project. Second, a vocational training project supported the devel opnent of the
institutional and human resources capacities of the National Training Council to
provide trade skills. In the second programe area, a public sector nanagenent

i nprovenent project focused on budgetary and personnel managenent reform |In
the third programme area, a coastal zone managenment programme focused on the
preparation of the Coastal Zone Managenent Plan for Mjuro Atoll

Lessons | ear ned

15. During the md-termreview of the first country programe, the Governnent
expressed satisfaction with the rel evance, effectiveness and inpact of UNDP
cooperation. Al programes contributed to government priorities and were
linked to the broader global goal of sustainable human devel oprent (SHD). Wile
the first country programe cane to a successful conclusion, experience suggests
a need to formalize and strengthen aid coordination in the Marshall |slands.
Coordi nati on between the Governnent, UNDP, the Asian Devel opnent Bank and ot her
donors through such nechani sns as the Consultative G oup Meetings of Donors held
in Manila, the Philippines, in Decenber 1995 and Cctober 1996 have been
instrumental in ensuring better targeted utilization of external assistance to
Marshal | |slands. UNDP has al so coll aborated closely with partner Joint

Consul tative Group on Policy agencies, nanely the United Nations Children's Fund
and the United Nations Popul ati on Fund.

[11. PROPOSED STRATEGY AND THEMATI C AREAS

16. The Governnent is under increasing pressure to strategically target

di m ni shi ng Conpact resources towards initiatives that will simultaneously:

(a) enhance | ocal revenue-generating capacities; (b) enhance efficiency in the
public sector; (c) inprove the standard of living of the population; and

(d) prevent poverty. Through the national planning process, the Nationa

Popul ation Policy, and the Consultative G oup process, the CGovernnent has
commtted itself to the goal of SHD and has identified a nunber of key

i nterventions conpatible with emerging UNDP gl obal priorities. Gven the
limted UNDP resources earmarked for the Marshall Islands for the period covered
by the first CCF and the enormty of the task of econom c transformation, the
Governnent has identified a small nunber of strategic interventions in which
UNDP cooperation would serve as a catalyst for building national capacity and
nobi |i zing resources, and at the sane tine have a direct inpact on the |lives of
t he nost vul nerabl e nmenbers of society.

17. In the period covered by the first CCF for the Marshall Islands, the
Governnment and UNDP wil|l cooperate in three thematic areas - sustainable
l'ivelihoods, governance and the environnent.

18. It is envisaged that UNDP support will enhance the capacity of the people
of the Marshall Islands to adjust to the post-Conpact era and to becone self-
reliant through better managenent and utilization of human and natura
resources. Communities will be nobilized and strengthened to establish
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sustai nabl e livelihoods. The overall inpact of the activities under the first
CCF woul d becone apparent through inprovenents in SHD i ndi cators.

A. Sustainable livelihoods

19. The sustainable livelihoods progranme will have two closely rel ated but
di stinct conmponents: (a) formal enploynent; and (b) non-formal enploynent.

Formal enpl oynent

20. Under the first country programme for the Marshall |slands, UNDP resources
were used to build national capacity for business advisory services and trade-
related training. During the first CCF, UNDP will assist in broadening this
focus to a nore conprehensive and strategi c approach to human resources

devel opnent. The objectives will be: (a) to strengthen national capacities for
human resources devel opnent policy formul ati on and planning; (b) to help to
elimnate strategically inportant skills deficits in the | abour force, thereby
renoving a mgjor constraint to devel opnent; and (c) to ensure that people of the
Marshal | 1slands have the skills necessary to benefit fromthe new jobs that may
soon be created. In all interventions, particular attention will be given to

i ncreasi ng enpl oyment opportunities for wonmen. A subconponent of the programe
will provide livelihood counselling to public servants who will be nade
redundant under the public sector reform programe.

21. The hunman resources devel opment focus will help to establish a

soci 0-econom ¢ environnent that is nmore conducive to donmestic and foreign

i nvestnment, thereby stimulating job creation. Oher interventions to enhance
the role of the private sector will be incorporated within the governance
programe (see paras. 25-26 bel ow).

Non-f or mal enpl oynment

22. In this area, UNDP resources will be used to: (a) strengthen the
capacities of the subsistence and non-formal econom c sectors; (b) ensure
appropriate |inkages between the formal and non-formal econom c sectors,

i ncluding equitable access to credit, marketing and skills and entrepreneurship
training; and (c) ensure the environmental and econom c sustainability of the
af orenenti oned activities.

23. Conmmunity nobilization, the provision of resource managenent advisory
services at community and/or household | evels, entrepreneurship training, and
facilitating access of small-scale producers to marketing, credit,
transportation and related services will be the main activities by which the

obj ectives in the area of non-fornmal enploynent will be achieved. A targeted
effort will be nade to ensure the equitable representation of wonen in all these
activities.

24. These efforts will be supported by a governnent initiative to develop a
traditional skills-training institution in the outer islands, in order to
upgrade rural production skills in agriculture, fisheries and handicrafts.
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B. Gover nance

25. The CGovernnent has enbarked on an anbitious Public Sector Reform Progranmmre,
wi th support from UNDP country-1evel and subregi onal programes, the Asian

Devel opnent Bank, and other external partners. UNDP is in an advant ageous
position to further support and conplenment the Governnent's initiatives by

buil ding on the process of carrying out an SHD situation analysis for policy
formul ation and inplenmentati on and supporting followup. This activity wll
have two main goals: (a) to strengthen the Governnent's policy analysis
capacities, in order to mnimze and mtigate negative social, cultural and
environnental inpacts arising fromthe reform process; and (b) to devel op
institutional capacity within the Marshall Islands to nonitor the SHD

26. The CGovernnent's Public Sector Reform Progranme has resulted in a reduction
in the nunber of mnistries as well as in their restructuring. The need now
exists for the devel opment of new terns of reference, organizational structures,
managenent procedures, job classifications and training, so that public servants
can successfully carry out the responsibilities of their newy energing rol es.
UNDP support will conpl enent assistance al ready proposed fromthe Asian

Devel opnent Bank.

C. Environnent

27. 1n 1997, with funding fromthe d obal Environment Facility, the Marshal
Islands will prepare a National Biodiversity Strategy and Action Plan and a
report as followup to the Convention on Biological D versity. The Marshal
Islands is one of nine Pacific Island countries participating in the preparation
of a Strategic Action Progranme for the Pacific Region to conserve and manage
coastal and ocean resources sustainably, under international waters agreenents.
It will also benefit fromthe Pacific Island Cimte Change Assi stance
Programme. UNDP will provide further support in the thematic area of

envi ronnent under the Pacific Subregional Programe on Environnent and Natura
Resour ce Managenent.

28. The UNDP Pacific subregional progranme will consist of four programe
areas: (a) devel opnent managenent; (b) private sector devel opnent;

(c) environment and natural resource nmanagenent; and (d) human resource

devel opnent. Al of these progranme areas are relevant to the three thematic
areas of the first CCF for the Marshall Islands and will contribute to
operationalizing the broader national SHD policy framework. Specific |inkages
bet ween t he subregi onal progranmes and the country-specific programres under the
first CCF will be identified during the formulation of the programes at both

| evel s.

29. The Marshall Islands can benefit fromother resources available to the

Paci fic subregion in the area of environnental managenent (e.g., d oba
Environnment Facility and Capacity 21 resources), as well as fromresources from
the Poverty Strategy Initiative. The Governnment will be kept inforned by UNDP
of these and other potential sources of funding in specialized areas that can
conpl enent and extend CCF resources. The Governnent will consider cost-sharing
UNDP- suppor t ed programmes.
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V. MANAGEMENT ARRANGEMENTS

Execution and inplenentati on arrangenents

30. The Marshall Islands has indicated its readiness to execute all future
UNDP- supported progranmes. There will be an enphasis on the enpl oynment of
United Nations Vol unteer specialists, building on their good performance in the
Pacific. Al though the Marshall 1slands has had no experience with the technica
cooper ati on anmong devel opi ng countries or Transfer of Know edge through
Expatriate Nationals nodalities, efforts will be made to utilize the two
mechani sns to the extent possible.

Monitoring and review

31. During the period covered by the first CCF UNDP will place greater enphasis
on inpact assessment. Baseline surveys will be used to collect information
where it does not exist and both qualitative and quantitative indicators will be
devel oped to establish benchmarks agai nst which programe inmpact will be
assessed.

32. The CCF will be monitored jointly by Governnment and UNDP, through
monitoring visits by UNDP staff at |least twice yearly. A triennial review of
the CCF will be held to evaluate the progranme.

Al d coordination

33. UNDP will work closely with the Governnment and ot her donors to enhance
capacity for effective aid coordination, and will assist in devel opi ng and
est abl i shing the nechani sns and processes required to achieve that objective.

Resource nobilization

34. Resource targets for the period covered by the first CCF for the Marshal
I slands are provided in the annex to the present docunent.
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RESOURCE MOBI LI ZATI ON TARCGET TABLE FOR THE
MARSHALL | SLANDS (1997-2001)

(I'n thousands of United States dollars)

Sour ce Amount Comment s
UNDP CCRE FUNDS
Estimated | PF carry-over 190
TRAC 1.1.1 417 Assigned i mMmediately to
country.
TRAC 1.1.2 Oto 66.7 Thi s range of percentages is
per cent of |presented for initial
TRAC pl anni ng purposes only. The
1.1.1 actual assignment will
depend on the availability
of high-quality programes
Any increase in the range of
per cent ages woul d al so be
subject to availability of
resour ces.
SPPDY STS 80
Subt ot al 687 2
NON- CORE  FUNDS
Gover nent cost -shari ng 458
Sust ai nabl e devel oprent funds -
Third-party cost-sharing 458
Funds, trust funds and ot her -
Subt ot al 916
GRAND TOTAL 1 603 @

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

country application.

Abbr evi ati ons:

| PF = indicative planning figure;

and programme devel opnment; STS = support for technical services; and TRAC =
target for resource assignnment fromthe core

SPPD = support for policy



