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Foreword by Shahid Malik,
Parliamentary Under Secretary of State for International
Development

Ukraine has faced many challenges and overcome
many obstacles since independence in 1991. A clear
sign of progress was Ukraine's re-classification as
a Middle Income Country by the Organisation for
Economic Co-operation and Development (OECD)
in January 2006. This reflects the huge efforts made
by Ukraine to reduce poverty, to create a stronger
economy, and to develop a more open and stable
democratic society. The number of people living un-
der US$4.30 a day had fallen from 11.9% in 2000
to 1.5% five years later. And the country has seen
democratic elections and more open media.

This progress is clearly a sign of Ukraine's success.
Ukraine is on track to complete negotiations to ac-
cede to WTO by the middle of this year; last year
it signed the Paris Declaration to show its commit-
ment to donor harmonisation and aid effectiveness;
and it is increasingly applying European and international standards to the way it delivers
services to its citizens. Full credit must be given to the Ukrainians, whether in government, the
private sector, NGOs, or individuals for their leadership and determination to change the way
they live. As DFID we are pleased to have played our part in helping bring about this change
and improving the quality of life for many.

As a result of these achievements the UK Department for International Development (DFID)
has decided to change the nature of its partnership with Ukraine. Our bilateral aid programme
closes in March 2008. However, this does not mean that the UK will no longer take an interest
in Ukraine's social and economic well-being. We will remain engaged through our member-
ship of the European Union, as well as through our support for multilateral organisations such
as the World Bank, the European Bank for Reconstruction and Development and the United
Nations.

3 v
Shahid Malik OA

February 2008



Preface b

Welcome to this booklet, which | hope you
will find a useful and interesting read. The UK
has been providing development assistance to
Ukraine since 1991.The booklet does not attempt
to cover every aspect of our work but instead
looks at some key elements of the support that
we have provided. It considers how this support
has impacted on the lives of ordinary Ukrainians.

You will also find sections on how the UK,
through the Department for International De-
velopment (DFID), has helped to develop closer
relations with the Ukrainian Government at both
national and regional level, with other donors,
and with local communities and organisations.
This, | believe, has been one of the key success
factors in enabling DFID to carve out a unique
way of working, and to deliver well-focussed and
targeted programmes.

We try too to reflect on what has proved more challenging to implement and the lessons we
have learnt. | hope this will help other donor colleagues and also the Ukrainian authorities as

John V Stup
Head of DFID Ukraine Office (2003-2008)

they plan their future development strategies and take forward new projects.

pel

I should like to take the opportunity to thank my colleagues in the DFID Ukraine Team, both
in Kyiv and London, for their tremendous support in managing and implementing the vari-

ous projects over the years. In addition, | would like to extend my thanks to DFID’s project

partners, and international and local consultants who have been in the frontline of delivering
our projects. However, none of these achievements would have been possible without the
co-operation and unending support that our many local partners — national, regional and lo-
cal government officials, local community groups and NGOs, contacts within academia, and
representatives from the business community — have given us over the last seventeen years.

John V Stuppel
February 2008
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This document describes the cooperation between the UK Government and Ukraine from 1991
t0 2008. It provides a brief overview of UK assistance from 1991 to 2001, and focuses in more
detail on recent programmes, the key elements of which have been:

e helping to strengthen governance in Ukraine. We have worked with state institutions
and other partners to improve the government'’s capability, accountability and respon-
siveness to all citizens;

¢ helping communities to start thinking about new ways of getting local authorities, in-
dividuals and local support groups working together, by changing people’s attitudes to
what they can achieve by themselves and taking responsibility for their own lives;

o contributing to building more effective international development systems in Ukraine.

Since the late 1990s, Ukraine has developed a stronger economy and a more robust democ-
racy. A clear sign of progress was its move to Middle Income Country status in January 2006.
As with all successful development partnerships, we arrived at a stage where we needed to
consider our future engagement and how best to focus our efforts. In consultation with the
Government of Ukraine (GoU), DFID has been working on a timely and carefully-managed exit
process that will enable us to close our bilateral assistance programme in March 2008.

The UK will continue to support Ukraine's development through other bilateral programmes
managed by the Foreign and Commonwealth Office, through the UK's membership of the Eu-
ropean Union (EU), and through its contributions to multilateral organisations like the World
Bank, the European Bank for Reconstruction and Development and the United Nations.

In particular, the UK will support effective implementation of EC aid to Ukraine, most of which
is provided by the EU's new European Neighbourhood and Partnership Instrument (ENPI). This
started in 2007 and provides assistance of over €120m per annum to Ukraine though country
and regional programmes. The ENPI is designed to help implement various initiatives outlined
in Ukraine's Action Plan with the EU. We are encouraging donors and the GoU to focus on Ac-
tion Plan priorities and Ukraine's aspirations to move closer to Europe.




Chapter 1
OVERVIEW OF DFID’s APPROACH AND STRATEGY

DFID’s STRATEGY IN UKRAINE

The UK Government's assistance to Ukraine has evolved from supporting transition from the
post-Soviet system to assisting the country’s move towards Europe.

1991-1997: knowledge transfer

The UK Government's initial development programme to Ukraine was run by the British Know
How Fund (KHF), managed jointly by the Foreign and Commonwealth Office and the Overseas
Development Administration. The KHF implemented a portfolio of technical assistance proj-
ects, aimed at transferring relevant western expertise and experience in order to promote a
market economy and pluralist democracy. The KHF worked with a range of mainly regional and
local partners in both private and public sectors. Until 1998 the KHF focused on five sectors
— agriculture, energy, financial services, good governance and small and medium enterprises —
and the main locations for project activities were Kyiv, Donetsk, Kharkiv and Odessa.

1998-2000: supporting the transition process

In 1997, the Overseas Development Administration was replaced by the Department for Inter-
national Development (DFID), the UK government department that manages Britain's aid to
poor countries and aims to eliminate world poverty.

From 1997 onwards DFID's programme in Ukraine was part of a broader regional strategy
which aimed to support the transition process and ensure that the benefits were sustainable
and spread through all levels of society. More emphasis was given to the social, governance
and environmental aspects of transition. The projects aimed to address either policy issues
directly or set up models to influence policy. DFID provided assistance to the GoU in macro-
economic and public finance management, public administration reform, social protection,
agriculture and rural livelihoods, and the environment. On governance reforms, DFID worked
at the national (central) level and in a number of focal Oblasts (regions), namely Donetsk,
Kharkiv, Odessa and Lviv. DFID assistance totalled £9m per year during this period.

From 1998 to 2000, DFID activities had a significant and positive impact on the country’s
gradual transition to a market economy. For example, the Government's 2000 land reform
drew on practical models for reforming collective agricultural enterprises, developed under
the Land Privatisation Project in Donetsk Oblast. In the private sector, the programme made a
positive impact on business regulation. And in the social sector, DFID worked on social benefits
reform, encouraging NGOs to respond to needs of redeployment, such as re-skilling people so
they could get new jobs.



Support to Community Development

A community development project in Donetsk supported the creation of SESP
(Socio-Economic Strategies and Partnerships) — an association of NGOs. SESP
started in 1998 with three NGOs established in mono-industrial towns in Donetsk
oblast. They provided various social and educational services to local communities, for
example training, supporting business start ups and getting access to credit. Ten years
on, SESP is a strong sustainable organisation operating in the Donetsk, Luhansk,
Dunipropetrovsk and Zhytomyr oblasts, comprising 21 NGOs.

In December 2007, SESP became an official partner for the International Busi-

ness Leaders Forum (the Prince of Wales is its patron) and launched Youth Business
Ukraine to help young Ukrainians start their own businesses by providing mentor-
ing and funds. In Torez there are already 3 businesses run by young people: sewing
services, shoe repair, and a shop selling gardening /cultivation tools. In Telmanova there
are 3 new enterprises led by women. The programme intends to set up some 40 offices
in 10 oblasts, and to assist 4000 young start-up entrepreneurs by 2012.

2001-2005: supporting governance and reducing poverty

In 2001 DFID set a new strategic objective of reducing poverty in Ukraine by supporting eco-
nomic growth and helping to reform the social sector by working on four key areas: (i) closer
Ukrainian integration into Europe and the world economy, by supporting Ukraine with its
World Trade Organisation accession and EU integration plans; (ii) strengthening the capacity
of state institutions to respond better to social and economic change; (iii) increased livelihood
opportunities, in particular in rural areas — including assistance for enterprise and job creation;
(iv) enhanced democratic processes underpinned by a more vocal civil society and independent
media.

DFID’s strategy also recognised the continuing importance of working closely with multilateral
agencies. The annual budget during this period was around £6.5m. DFID built regional partner-
ships in Donbass in the east and Lviv in the west. At the national level we focused on public
administration, trade liberalisation, private sector development, and HIV/AIDS.

2005-2008: promoting Ukraine’s integration into Europe

By 2005 DFID was looking ahead to a time when the bilateral programme would no longer
be the UK's main form of development assistance in Ukraine. Supporting European integra-
tion and working in close cooperation with other donors remained key priorities. Our country
programme focused on two key objectives: i) improving governance, building on our work to
strengthen public administration, and ii) working with other donors and the government to
make the international development system in Ukraine more effective.

One of the key aspects of successful integration into Europe is balanced economic growth. Al-
though Ukraine has experienced record growth rates over recent years, much of this is related






STRENGTHENING GOVERNANCE

Over the last 17 years, DFID has worked with various partners to build ‘sustainable capacity':
the ability of individuals, organisations, and society as a whole to manage their own affairs
successfully. DFID has helped introduce new ideas, trained many Ukrainians, strengthened
local institutions and created new ones. We focused on good governance — the deal between
government and citizens. For this deal to work the government must get things done. It must
listen and respond to its people’s needs. And people need to be confident that politicians and
public servants take responsibility for their actions.

All our programmes supported good governance, which requires three things of the State: the
capability to deal with public demands, accountability for its actions, and responsiveness. We
helped citizens to learn how to make demands in a constructive way and hold the government
to account.

Building state capability
We have supported improvements to public sector management in many ways. For example:

o At the regional level we have helped Donbass and Lviv regions to plan their development
more strategically: to replace post-soviet planning practices with new approaches based on
full consultations, prioritisation of tasks, realistic budgeting, and monitoring of results. As
a result administrations in these regions have become more transparent, particularly in the
areas of allocation of capital grants and management of assets.

e We have supported the government at all levels to improve social services policies and
delivery. We have supported partnerships between civil society and local government to
effectively consider local social problems, and to manage the decentralisation of social ser-
vices more effectively.

e We have worked with the Ukrainian government to improve social services for vulnerable
groups. The project was designed as a partnership with all tiers of government (national,
regional, and local) to ensure that reform initiatives were based on a policy consensus, and
to take account of the division of financial responsibilities in a decentralised fiscal system.
Several project pilots introduced a comprehensive mechanism which enabled local authori-
ties to start buying services on behalf of their clients, based on independent assessment of
their needs. This work has contributed to the development of a number of national reform
processes which will be taken forward by the EU and the World Bank.

e We have helped to tackle the lack of quality statistical information. A large scale project pro-
vided technical assistance to the State Statistics Committee of Ukraine (SSCU), with the UK Of-
fice for National Statistics (ONS) acting as a consultant. Improvements were made in various
areas, for example labour market statistics. The final project conference in June 2006 attracted
statistical offices from the wider Eastern Europe region. Representatives from Moldova, Tajiki-
stan and Georgia National Statistics Agencies also participated. Other donors, in particular the
World Bank, have continued to provide assistance to SSCU using ONS expertise.






Supporting the Ministry of Economy to Deliver a More Effective
Trade Policy Function

DFID shared the GoU’s view that improving trade policy was a challenge which went
beyond WTO accession, and would require strategic reforms in the way trade policy
was being delivered. DFID helped to strengthen the Ministry’s capacity to undertake
trade policy analysis and communications. This led to a better coordinated policy process
within the government and to stronger dialogue on trade issues with the parliament,
private sector and civil society. Looking beyond WTO accession, DFID also helped to
establish a W'TO National Enquiry Point and Information Processing Centre. After
accession, this unit will help the GoU to comply with WTO transparency obliga-

tions by coordinating official responses to enquiries from other member countries about
domestic regulations regarding international trade. It will also notify members about
changes to Ukraine’s domestic regulations.

Developing European Standards of Governance for Ukraine

Since 2003 DFID has been working with the GoU to establish European standards
in public administration. The Government’s “European Choice” agenda set the goal
of approaching European standards — but there was weak understanding of what these
were. DFID, jointly with the World Bank, undertook an assessment of public policy
making in Ukraine, using the standards developed by OECD/SIGMA as the main
frame of reference. The study identified a number of key areas for improvement which
would lead to a more modern and professional civil service.

In 2005 the President requested a comprehensive assessment of the governance system
in Ukraine. DFID, Sweden and the EC provided support. Four additional functions
were reviewed — public financial management, internal financial control, external audit,
and public procurement.

In March 2006 the findings and recommendations of the assessment were presented
to the GoU. This analysis formed the basis for a range of strategies that are now being
implemented, with support from several donors including the EC, Canada (CIDA),
the World Bank and the UNDP

Supporting accountability

We have worked with local groups and organisations in a number of ways to ensure citizens
can make their voices heard and can hold government and public organisations to account.
For example:

on

In ten local communities of Lviv and Donetsk Oblasts, DFID's “Democratising Ukraine”
programme worked to ensure the voices of excluded and marginalised groups and individ-
uals were heard. The programme supported many excluded people to become candidates
in the local elections.



In Lviv, Oblast and project partners agreed quickly that the best way to promote regenera-
tion at rural rayon level was to create a local development agency. This would be separate
from and independent of local and regional government. This was aimed at ensuring that
the agency was better placed to promote a more equal partnership between private busi-
ness, the local community and the rayon administration.

Local Development Agencies Promote Rural Regeneration

In the early 1990’ the privatisation and restructuring of former collective and state farms
was expected to re-orientate the largely rural economy of Lviv Oblast towards market-
based agricultural production. In practice this has been a slow process. Rural people knew
little of this concept and they lacked experience of self-employment and running a busi-
ness. With the rural sector of the economy still contributing around 50% of Lviv oblast’s
gross domestic product, the revitalisation of the agriculture sector is crucial to the economic
development of the oblast.

DFID has been working closely with Lviv Oblast since 2003. Our project has helped
the Oblast State Administration to prepare and implement an economic development
strategy for the region. In 2005 this work was extended to rayon (local council) level.
Ukrainian and EU experts helped selected districts to prepare their own programmes for
rural regeneration. They agreed that the best way to promote regeneration at the rural
rayon level was to create a local development agency (or improve the existing one).

How have we helped?

Local development agencies in five districts were created and supported financially, and a
further three districts received modest grants from the Oblast Administration. Ukrainian
and Polish experts with direct experience of local development agency operation were
hired through the project to train development agency staff and management commit-
tee members from small towns and villages. This training covered a wide range of issues:
preparing an organisational chart, introducing transparent recruitment practices, I'T skills
development, preparing business plans and developing partnerships with other institu-
tions.

Tivo years on and the vesults speak for themselves.

All five agencies are extremely active and providing services to promote economic regen-
eration in their districts: the Radekhiv agency arranged training or consultancy for over
400 young unemployed in computer literacy and interview skills. It also organised semi-
nars_for newly elected village heads on the preparation of local budgets, the management
of land as a resource for development, and other topics. The Sokal agency helped 121
prospective small businesses prepare business plans, assisted 77 other rural enterprises
with the process of registration, and advised nearly 900 individuals on job availability.
All five agencies have taken a leading role in the preparation of five-year development
strategies for their districts, in conjunction with rayon administrations, local business

and the wider community. These strategies were approved by rayon councils. The project
and the Oblast Administration jointly provided seed finance at the start — but now the
Radekhiv and Sokal agencies have already earned sufficient income to cover their core
costs. The other three are expected to do so in the near future.



Credit Unions Empower Women in East Ukrainian Communities

Credit unions in the Luhansk Oblast of eastern Ukraine, set up with the support of
DFID’s Action Donbass project, are managed and used mainly by determined and coura-
geous women from low-income families in depressed cities or rural areas. These unions
lend money to those who have nowhere to turn to for a short-term small credit. The credit
can be as short as two or three days but can make a major difference. In the Luhansk
Oblast the project has helped set up six credit unions in two towns (Severodonetsk and
Krasnodon), and in two rayons (Pereval’skiy and Kremenskoy).

‘Social cement’ for communities

Many men in the region have been made redundant from mines, plants or state farms,
and their wives have taken responsibility to provide for their families. About 70% of those
applying for small loans are women. They are good networkers, which helps build social
solidarity; for example, five women took a loan together on behalf of a young man to buy
him winter clothes. It is fair to say that credit unions have become the ‘social cement’ of
their communities.

In 2005, 975 women in the Luhansk Oblast applied and obtained loans of up to
US$336 to buy food, clothes or medical supplies. Others received loans to finance the
education of their children or to buy a sewing machine. They tend to refund these loans
within a year. 467 men overcame their pride and asked for a loan in 2005, mainly to
finance small business activities. They each borrowed up to US$144 to purchase agricul-
tural assets such as a pig or seeds.

What have the credit unions achieved?

Angela Myasnikova, manager of ‘Krasnodon’ credit union, is happy because ‘in general
women’s loans lead on to some successful and sustainable businesses.” The six credit unions
have disbursed a total of 3,500 loans so far, and have an impressive total of 1,992 mem-
bers. Most importantly, the credit unions have created jobs for many women.

Tatiana, an educated single mother from Perevalsk, could not find work for a long time.
Volunteering for a local NGO, established with DFID project support, helped her gain
practical skills and the experience she was lacking. Tivo years ago she was appointed the
manager of a newly set up Credit Union ‘Gramada’. latiana is now happy, her profes-
sional skills are valued by her employer, and she is optimistic about her future.



DFEID Supporting Gay NGOs in Ukraine

DFID was one of the first donors to directly support a project which benefited men-who-have-
sex-with-men (MSM) in Ukraine. This group, together with commercial sex workers and
injecting drug users, is particularly vulnerable to the risk of HIV-infection. This is a serious
problem as HIV continues to spread rapidly but stigma and discrimination towards MSM

keeps them underground.

DFID against the MSM stigma

Between mid 2004 — April 2007 DFID’s support to local NGOs aimed to decrease the risk
of HIV/AIDS and sexually transmitted diseases by sharing information about the disease,
safe sexual behaviours and available health care. We have supported the development of a
network of drop-in centres_for MSM and internet-based communities. As there was so little

information about MISM in Ukraine, the project conducted surveys and qualitative research.

N

What has been achieved?

*  Tivo, of only a few gay organisations in the country, were set up: Equinox and Téstosterone.

o The project in Kyiv launched the first web site for prevention of HIV/AIDS amongst MSM.

o Almost 100 express HIV tests for MSM plus high quality and confidential psychological counselling
and medical services were provided. Hundreds of free-of-charge condoms and water-based lubricants
were distributed.

o The clients of the drop-in centres have expressed a strong level of trust in the project outreach workers.
Dozens of volunteers for outreach education and awareness raising work were trained.

o A summer camp of the LGBT (lesbians, gays, bisexuals and transgender) community of Donetsk
and Luhansk regions was organised in 2006. As a result, LGBT groups have started visiting other
neighbouring regions to build partnerships with local LGBTs and begin creating a national network.

The work goes on

The newly-created MSM NGOs are applying for resources from the Global Fund to Fight
AIDS, tuberculosis and malaria in Ukraine. A wide range of social activities have continued
to raise awareness and distribute educational materials and condoms.



Supporting responsiveness

Good governance requires a fair and responsive relationship between the citizen and the state.
DFID has developed programmes which aim to help the most vulnerable make their needs
known. Complementary programmes have been developed to enable both central and local
governments to respond quickly and effectively. For example, we assisted the Donetsk Oblast
administration introduce a “customer oriented culture” in the way it delivers social services.

Composing Compacts in Ukraine: Local People and Local
Authorities Working Together.

People in Ukraine used to feel a sense of isolation from those who held public
offices. The thought of making a deal with the authorities was almost unimagi-
nable. But in early 2006, things began to change in the Lviv and Donetsk
Oblasts. Some local voluntary groups and local authorities were involved in the
DFID funded Democratising Ukraine Small Project Scheme (DU Programme).
By 2007 people formed a coalition and signed a “Compact” agreement with the
local government of Drohobych (Lviv Oblast). This was a first in Ukraine — a
few weeks later, nine more Compacts followed. Now mayors and young local

activists, elected officials and people living with disabilities, journalists and small
business owners sit down together to agree on principles of working for the good
of their communities.

“With the Compact we will be able to achieve better understanding between the
authorities and the community”, says Oleksiy Reva, Mayor of Artemovsk in the
Donetsk region. “These agreements are about cooperation, partnership relations

and coordinated actions of local self-governance bodies and citizens associations.”

The draft Compacts took each community months to prepare and negotiate. In
Chervonohrad, a local coalition of NGOs and representatives of the authori-
ties formed a task force. Wide consultations culminated in a roundtable which
finalised the Compact, for signature by the City Council and NGOs.

Communities who worked hard to make the Compacts happen are not shy
about their achievements. “The Compact is a landmark in Ukraine’s history
that has been launched in Chervonohrad”, says Oleg Kuprin, member of the
Chervonohrad Town Council. The essential ingredient is agreement between the
NGOs and the local authorities to act according to high governance and ethical
standards, and to uphold and develop those standards in their daily work. The
authorities have accepted that NGOs are independent and have committed to
cooperating with them fairly and transparently.

When the DU Programme ended, the Committee of Voters of Ukraine (the
organisation that has continued to implement the community development
programme) received additional funding from the British Embassy. The method-
ology is now being implemented in 16 new communities in_four new regions —
Cherkasy, Kherson, Rivne and Kharkiv.
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Supporting Ukrainian Democracy Through Independent Media

For the past four years DFID Ukraine has been working to enhance democracy by helping to
strengthen the independence of the Ukraine media. The “Media Reform Project” involved all
stakeholders on the media scene; the authorities and the judiciary, media owners, business and
civil society organisations.

Before the project there was no common platform for these interests to meet. A Media Reform
Centre (MRC) was seen as a necessary focal point to organise debates, training and other
initiatives. The Centre was established within the School of Journalism of the Kyiv-Mohila
Academy, a respected seat of learning with a reputation for independent thought.

A number of media organisations — representative associations, commercial industry outlets and
an influential web magazine — were invited to help choose topics of debate and training. The
Centre’s main activity was a monthly Media Club, an informal neutral debating space which
all could attend to discuss topical media issues. Participants said that the Media Clubs were the
only platform_for open discussion where they could step out of their respective corporate positions.

Media Clubs were also held in the regions, and Round Tables and Media Club Plus sessions
were held in Kiev to discuss legislative initiatives concerning the media. These networks led

fo a campaign to privatise municipal newspapers. Deficiencies in a proposed advertising law
were identified in another Round ‘Lable. Working with regional civil society organisations (in
Chernigov, Cherkassy and Luhansk), Media Clubs continued in the regions and prepared the
ground for the Parliamentary elections in March 2006

The Communications Department of the Secretariat of the Cabinet of Ministers in Ukraine
was impressed by the MR C’s work and reputation. Government officials invited the MRC to
submit its expert views on new legislation and then asked it to hold a “Triangular Table” — a
completely new format, where representatives of the authorities, both national and regional,
journalists and civil society organisations could debate. As a result of these discussions, all parties
agreed to use the submissions made at the Triangular Table to develop a booklet for joint use by
officials, journalists and NGO activists. This was aimed at creating more transparent relations
between government and citizens in future.

DFID’s work with the Secretariat of the Cabinet of Ministers will continue with Swedish
Support.




Chapter 3
MORE EFFECTIVE INTERNATIONAL ASSISTANCE
TO UKRAINE

Working together with other donors

An ever strengthening economy means that Ukraine’s reliance on development assistance
is steadily reducing but donor resources remain substantial. They can help significantly in
providing Ukraine with greater access to knowledge and new ways of working. They can
also help Ukraine to adopt European and international standards. However, this support
needs to be well co-ordinated to be effective. Since 2005 DFID has worked closely with
other donors on this agenda — and we have long emphasised the need for strong donor
coordination in all our programmes. We have developed particularly close relationships
with the European Commission (EC), the Canadian International Development Agency
(CIDA), the United States Agency for International Development (USAID), the Swiss Agen-
cy for Development and Cooperation (SDC), and the Swedish International Development
Cooperation Agency (Sida). Other key donor partners include the Japanese International
Co-operation Agency (JICA), the German Agency for Technical Cooperation (GTZ), the
Danish Ministry of Foreign Affairs, and the Embassies of France and the Netherlands on

specific issues.

Where feasible we have explored the potential to hand over project activities or ap-
proaches once DFID funding has ended. For example, our work through the Cross Border
Co-operation Project (working with both officials in eastern Poland and authorities in Lviv
Oblast) has continued with EC support.

Ukrainian-Polish Agency for Cross-Border Regional Development

The Cross-Border Co-operation Project was originally motivated by the need fo
deal with opportunities and challenges faced by regions bordering the soon-to-be
enlarged EU. Four regions — Volyn and Lviv Oblasts in Ukraine and Lubelskie
and Podkarpackie provinces in Poland — established a framework for practical and
regular dialogue and co-operation. Activities included support for small-scale cross-
border projects such as developing green tourism or turning a flooded mine into a
recreational complex (Yavoriv, Lviv Oblast). The project supported a study on the
effects of Polish accession to the EU on Ukrainian border regions. It also provided
training for officials from those regions’ administrations and other organisations.
The Agency for Regional Development and European Integration was established
in 2001 by four regional authorities. Although DFID funding ended in 2004, the
Agency in Lviv continues to promote cross-border cooperation and regional economic
and social development.




DFID has worked closely with multilateral agencies such as the UN and World Bank (WB)
in specific areas. We have provided significant contributions to UNAIDS to support its
work with the GoU in averting a wide-scaled HIV epidemic. This is based on the “Three
One principles”: one strategic framework, one coordination authority and one national
system for monitoring and evaluation. DFID has also funded work by the UN Development
Programme (UNDP) to monitor progress towards achievement of the Millennium Devel-
opment Goals in the regions. Our collaboration with the World Bank has included joint
working on public administration reform and public financial management.

The Millennium Development Goals (MDGs) in Ukraine

Funded by DFID and implemented by UNDP in cooperation with the Ministry of Economy,
the Regional Dimensions of MDGs project aimed to inform Ukrainians about the MDGs. It
also helped formulate region-specific and therefore easy-to-measure MDGs goals, essen-
tial for judging any progress in poverty reduction, maternal health improvements, combat-
ing HIV/AIDS rates etc. Three regional reports were produced for Donetsk, Lugansk and
Lviv oblasts following wide regional consultations with civil servants, academia and civil
society.

In March 2005 over 100 ministers, donors and other senior officials endorsed the OECD-
DAC led Paris Declaration on Aid Effectiveness. This is an international agreement which
aims to increase efforts to harmonise, align and manage aid, with a set of measurable
actions and indicators. DFID is a strong advocate of the Paris Principles globally — and
Ukraine is no exception.

The last three years have seen major efforts within the donor community to work more
closely with the GoU to improve aid effectiveness across the board. For example, donors
have been working with the Directorate for Co-ordination of International Technical As-
sistance within the Ministry of Economy to streamline co-ordination mechanisms and to
take the lead in determining development assistance funding priorities and plans. DFID
has played an important facilitation role in this process. The UN has also encouraged a
more joined up approach amongst donors. The recent signing of the Paris Declaration by
Ukraine means that there is now a common language in donor-government discussions.
However, it is still early days. We hope that all donors will continue this dialogue and
make every effort to accelerate implementation of the Paris principles in Ukraine over the
coming years.



Chapter 4
WHAT HAPPENS WHEN DFID LEAVES UKRAINE

CONTINUING UK ENGAGEMENT

The UK’s development partnership with Ukraine will continue beyond the closure of DFID’s bi-
lateral programme in March 2008. The British Embassy will continue to provide project support
through the Global Opportunities Fund and other initiatives. These include technical assistance
for democratic development and closer ties with Europe, and encouraging good co-ordination
between the European Commission and the Government of Ukraine.

Ukraine is a priority country for EC support, receiving more than €120m a year. Over 17% of
EC aid to Ukraine is provided by the UK as part of the UK's current overall share of the EU
budget. This works out at around €21m, and such support will continue after DFID has left.

DFID will also continue to support a number of programmes through contributions to key
multilaterals. For example we are providing €5.5m over three years (April 2007 — April 2010)
to the EBRD's €1.5bn Sustainable Energy Initiative (SEI), of which a large proportion will be
spent on projects in Ukraine (€162m was spent in 2006).

Promoting Clean and Efficient Energy in Ukraine

To make local firms more competitive and environmentally friendly, the SEI seeks to
support and enable investments in eneigy efficiency, mainly by the private sector. So
far DFID has approved €655,000 to SEI assignments in Ukraine — a third of the
total committed so far. Projects funded include a €130,000 feasibility study and in-
vestment plan _for an EBRD loan to the district heating company in the Odessa. The
US$20m loan will pay for the refurbishment of boilers and replacement of pipes.

Ukraine has a large potential for renewable energy but the current legislation does not
set out clear procedures for issues like licensing and connecting renewable power plants
to the electricity grid. Another DFID-funded SEI assignment is looking at how to
develop Ukraine’s regulatory framework to support the renewable energy sector.

WHAT DFID LEAVES BEHIND

Organisations

Over the last 17 years DFID has supported many national partners and organisations
who we are confident will continue to work towards Ukraine's economic and social de-
velopment. For example, our work with organisations such as the Kyiv Mohyla School of
Journalism in Kyiv, and Chambers of Commerce in Donetsk and Luhansk, has led to better
management skills and improved organisation performance. Both Chambers of Commerce
went on to achieve the 1SO 9000 international quality standard.



New organisations were created and supported where they were most needed. For ex-
ample, service cooperatives in rural areas after the demise of collective farms, or credit
unions in mining towns suffering from major closures. Some organisations, like the Local
Development Agencies in Lviv oblast, have successfully developed a new market for their
services.

Analysis and research

Our partners told us that they particularly valued the quality of DFID’s analysis. Within
many projects a number of research and analytical papers were produced by teams of
international and Ukrainian experts.

The contact details of the organisations and the papers are available through the British
Council’s website: www.britishcouncil.org.ua

New Style of Working

Through our work we have helped create and strengthen:

e Ukrainian professionals with open minds and a thirst for new European approaches at
all levels of the government and from private and voluntary sectors;

o new ways of working including a shift from old-style Soviet planning systems to more
modern planning and management practices; stakeholder consultations and transparent
communication; better coordination between government agencies;

widely embedded practices of project management including risk assessment and manage-
ment; monitoring and evaluation, to help refine strategies; established policy-making
processes; and increased awareness of the benefits of commissioning analytical work to
feed into policy formulation;

proven and tested community development methodologies and client-focused social care
service delivery.




Chapter 5
PASSING THE BATON - WHAT WE HAVE LEARNED

As DFID continues its work to reducing global poverty, our experience in Ukraine will
help us become more effective in other countries, particularly those in earlier stages of
economic and social transition. We have learnt many valuable lessons and these are set
out below.

LESSONS FOR DFID ELSEWHERE

Be prepared to adapt, and allow local decision making

¢ Feedback from our Ukrainian partners has demonstrated the importance of DFID’s
responsiveness and flexibility. Programme management decision making was de-
volved from London to Kiev in 2003 so that DFID staff could respond more quickly
to local needs and developments. Partners also valued the opportunity to develop
close day-to-day working relationships with DFID staff on the ground.

Involve partner country nationals at all levels but take time to train

¢ Involving Ukrainians in all levels of the programme helped to make our work more
effective. A mix of international and local consultancy expertise usually works best
because it combines modern ideas and practices with a sound understanding of
the local context. In addition, this approach helps strengthen local consultancy
and research capacity.

e The regional projects in Donbass and Lviv began to make more rapid progress with
strategic planning once training enabled people to participate and take charge of
the process themselves. Similarly, community regeneration activities depended on
sound preparation so that community members were able to take an active role.
They received training in how to get involved in and influence local government
decision-making processes. This made it easier to develop local partnerships and
implement reforms.

Build programme closure into planning from the outset

e Bringing projects and programmes to a successful conclusion can be a challenging
process for all concerned. DFID has had a three year lead-in time to programme
closure. This enabled us to plan our exit carefully and conclude the programme
without disruption. In only one case has it been necessary to shorten a project
timetable. Nevertheless, there have been some lost opportunities. With hindsight
we should have begun disseminating the positive results of some projects sooner.
We should also have allowed more time for follow-up work. These are also impor-
tant lessons for other donors who may be planning to exit from Ukraine in future.




WHAT DFID LEAVES BEHIND -
LESSONS FOR UKRAINE AND PARTNERS

One of our key aims was to pilot reform initiatives at the local or regional level which could
then be adopted more widely. However, the success of this approach depends on more fun-
damental reforms progressing in parallel e.g. public administration reform. And it takes time.
Although DFID has successfully piloted economic and social reform projects at the rayon and
oblast level it has not always been possible to push these examples up to the national level
because of the fluctuating political environment. A more stable political platform should pro-
vide opportunities for donors to work at both the regional and national level and press from
reforms at the higher level.

External assistance works best where Ukrainian commitment and political leadership is
strongest. But understanding which initiatives have best potential is not always straightfor-
ward. It requires a sound understanding of the underlying structures and systems, as well
as identifying the key drivers for change. Some reform drivers or incentives may be external
(e.g. Ukraine's commitment to the EU) — but only where they coincide with national strate-
gies and priorities.

e Donor activities at local, regional and national level should be closely linked up. Opportuni-

ties to support innovation at regional and local level are all very well — but these changes
risk being unsustainable if they are not backed up with policy reform and support at central
government level. There are limits to what can be achieved by regional governments; wider,
sustained impact requires appropriate national policies and funding as well.

o A number of our projects did not develop adequate mechani