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	Project Title
	Aid for Trade for CENTRAL ASIA, SOUTH CAUCASUS AND WESTERN CIS:

Promoting Trade Development and Poverty Reduction in Partnership with Finland´s Wider Europe Initiative

	Outcome
	By 2013, the capacity of public, private and civil society actors is increased to address human development challenges through evidence-based, inclusive and sustainable policies and through private sector-based pro-poor development (UNDP RPD Outcome)

	Indicative Funding Requirements
	Total estimated budget:  
	Euro 4 600 000       

	Potential Sources of Funding
	[Donor(s)]:   
[Development Bank(s)]:    

Other Resources:
	Government of Finland
UNDP

	Expected start date
	1st quarter of 2011

	Expected Duration
	36 months

	Implementing Organisation(s)
	UNDP Bratislava Regional Centre for Europe and CIS 

	Country/Countries
	Central Asia, South Caucasus and Western CIS:  Azerbaijan, Armenia, Belarus, Georgia, Moldova, Kazakhstan, Kyrgyzstan, Tajikistan, Turkmenistan, Ukraine, Uzbekistan  

	Submitted by
	UNDP Country Office Azerbaijan and UNDP Bratislava Regional Center

Contact persons: jacek.cukrowski@UNDP.ORG; daniele.gelz@UNDP.ORG  


1 Background

The proposed project builts on the experiences and lessons learned of the Wider Europe: AfT for central Asia, South Caucasus and Western CIS (phase I). The AfT Needs Assessments undertaken in the framework of Wider Europe: AfT for Central Asia, South Caucasus and Western CIS (phase I) in the countries in Central Asia (Kazakhstan, Kyrgyzstan, Tajikistan and Turkmenistan), South Caucasus (Armenia, Azerbaijan and Georgia) and Western CIS (Belarus, Moldova and Ukraine) identified a set of policy recommendations and technical assistance needs aimed at improving the contribution of trade to human development and poverty reduction in the countries of the region. These Aid for Trade Needs Assessments developed under phase I, cosntituted the substantive basis in the elaboration of the current posposal. The project concept proposal was submitted to the Government of Finland in October 2010.

The overall object of the proposed project, inline with UNDP’s development vision, is to foster inclusive  economic growth in the region through the promotion of trade and the enhancement of countrys’ competiveness. 

UNDP’s approach to trade is human development centric, in that it sees trade as a means for human development and human development a leverage to further trade. They are in that sense mutually beneficial and contribute to a long –term sustainable growth.
2 Justification
The dissolution of the Soviet bloc has resulted in new borders, customs regimes, tariffs, and trade regulations. As a result in 2003, the total trade volume of CIS countries made up only two thirds of the 1991 level. Some countries, particularly in Central Asia, have experienced higher levels of poverty, declining health standards, and poorly financed educational systems, all of which hinder human development. Today many of these economies can be considered open, even if so-called behind-the-border barriers have prevented trade growth. In some cases remoteness and poor infrastructure represent the main obstacles. Most countries are now trying to improve inter-regional trade through various regional and bilateral trade agreements. Policymakers on one side face the challenges of integrating with the EU and the WTO, while on the other they must contend with a spaghetti bowl of bilateral, regional and multilateral trade agreements. In the region, AfT initiatives need to go hand-in-hand with measures to develop the indigenous private sector, particularly in rural areas and among vulnerable or marginalized communities.
3 Expected Output(s)
Outputs of the project include: 
Increased economic development along trade corridors linking the countries of Central Asia, South Caucasus and Western CIS with key markets for their products (Component I). 
Increased use of trade opportunities through technical assistance (Component II).

Better understanding of informalities and enhanced capacities to overcome informal trade barriers faced by small enterprises and micro businesses (Component III)

Enhanced opportunities for small enterprises and micro-businesses to benefit from trade (Component IV). 
4 Proposed Approach & Strategy, including Capacity Development Response
The project focuses on three sub-regions: Western CIS (Belarus, Moldova, and Ukraine), South Caucasus (Armenia, Azerbaijan, and Georgia), and Central Asia (Kazakhstan, Kyrgyzstan, Tajikistan, Turkmenistan, and Uzbekistan). Four project components are characterized below:
Component I- Support to the economic development along trade corridors linking countries of Central Asia, South Caucasus and Western CIS with key markets for their products

The project component will build on experience gained during the implementation of phase I in selected regions located along the CAREC trade corridors. The main objective of the component is to support the development of trade related capacities and help small and micro entrepreneurs in remote urban and rural areas, as well as farmers and farmers’ associations to gain from the opportunities that expanded trade possibilities may bring to the regions and local communities. The component will implement activities in the following countries
: Armenia (Tavush), Georgia (Adjara and Kakheti), Kazakhstan (Semey), Kyrgyzstan (Batken), Tajikistan (Khujand) and Uzbekistan (Fergana valley).

Component II: Trade development: Technical assistance for a better use of trade opportunities
The main objective of this component is to facilitate international trade on the national and local level by supporting the development of strategic documents to develop trade, optimizing the institutional framework, and providing technical assistance to exporters. In Ukraine, the project will support the government to develop the “National Strategy for Export Development”, focusing on international trade agreements, foreign trade logistics, information on foreign markets, gathering and granting access to trade information, the role of foreign trade missions, export guarantees, export financing, state support for trade related events (missions, exhibitions, promotion materials) and special economic zones and their export orientation; and the law regarding financial support for exports. In Belarus, the project will support the establishment of an electronic trading facility (ETF) for the support promotion of Belarusian light industry products on international markets. In Moldova, SME support institutions to provide business advisory services will be supported. Furthermore, the project will develop SME capacity on the relevant ‘acquis communautaire’ and other business-oriented topics. In Turkmenistan, an analytical study on institutional trade capacity will be conducted.

Component III:  Understanding informalities and overcoming informal trade barriers faced by small enterprises and micro businesses, especially women entrepreneurs 
The objectives of Component III are to articulate national and sub-regional AfT issues with special reference to the challenges faced by small entrepreneurs and micro businesses operating in local areas, shadow economic activities and informal cross border trade, gender inequality and environment. Furthermore, the component aims to facilitate the transfer of best practices (including the Finnish experience) to develop trade capacities of small enterprises and micro businesses. The main goal of the component is to facilitate reflections on possible national and regional policies with special reference to the impact of trade (including informal trade) on local development, micro businesses, and the impact of trade liberalization on gender inequality and the environment.

Component IV: Creating opportunities for small enterprises and micro-businesses to benefit from trade 

Component IV will focus on creating opportunities for micro-businesses to gain from international trade and improve knowledge regarding the application of new technologies in small enterprises, and tools for better market access. In addition, the component will support selected farmers to achieve fair trade certification for their production.

Gender: Gender in trade is becoming increasingly recognised as an important issue. While advances in trade promotion in many developing countries, especially in the export processing sectors, have led to increased entrepreneurial and employment opportunities for women, research also shows that women also disproportionally bear the cost of this development through exposure to “health hazards, unequal access to financial resources and business advice, and wage discrimination”. The project is therefore actively gender sensitive and integrates gender issues throughout its interventions.
Environmental sustainability: Trade and development policy traditionally revolve around economic and social issues, but development interventions are increasingly driven by environmental concerns. In the CIS, the abundance of natural resources (i.e. connected risks of overexploitation) and the heavy industrial heritage from the Soviet times make environmental issues a particular concern. The project carefully evaluates the environmentally sustainability of its intervention and promotes environmentally friendly technologies were appropriate.

5 Budget per project component 
	Project components
	Timeframe
	Planned Budget

	
	2011
	2012
	2013
	Amount
EURO

	Component I- Support to the economic development along trade corridors linking countries of Central Asia, South Caucasus and Western CIS with key markets for their products
	
	
	
	2,117,334 

	Component II: Trade development: Technical assistance for a better use of trade opportunities
	
	
	
	1,027,950

	Component III:  Understanding informalities and overcoming informal trade barriers faced by small enterprises and micro businesses, especially women entrepreneurs 
	
	
	
	216,166

	Component IV: Creating opportunities for small enterprises and micro-businesses to benefit from trade 
	
	
	
	191,861

	TOTAL
	
	
	
	
	
	
	
	
	4,600,000
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� Activities have already been implemented in Batken, Khujand and Semey in 2010. The project will built on the work already undertaken there.





