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The British Government’s Department for International
Development (DFID) is committed to supporting Russia’s
efforts to eliminate poverty by supporting actions designed to
raise living standards and address the needs of the poorest
members of society, and by helping to integrate Russia into
the global economy.

Britain-Russia Development Partnership

This information pack contains details of what DFID is doing to assist Russia
in building a better future for its people. We are joining forces with Russian
partners and international agencies to achieve change in many areas. These
include the reform of pensions and benefits, the development of civil society
and an independent media, better health provision, supporting the creation of
new businesses and sustainable rural livelihoods, caring for the environment,
and improving the ability of local and national government to provide services
to those most in need. The projects financed by DFID are described in the
enclosed material.

DFID’s Russian partners include the federal government agencies, local
governments in selected regions, non-governmental organisations, and the
private sector. Our international partners through which much of DFID’s
support to Russia is channelled, include the World, Bank, European Bank for
Reconstruction and Development, UN agencies, and the EU Tacis programme.

MnHUCTEPCTBO MeXAyHapOOHOro pasBuTuA GpUTaHCKOro
npasutenbcTa (DFID) npuesep>xeHo pa3suTuio
coTpygoHmnyecTBa ¢ Poccmnen B obnactu yctpaHeHnA
6enHocTu. DFID nogpoep>xuBaeT nMHMUMATUBLI, HarnpaBneHble
Ha yOOBMETBOPEHME HYX [ CaMbIX MaSIOMMYLLNX CITIOEB
obLecTBa, NOBbIWEHNE XXU3HEHHOIO YPOBHA HacesneHnA,
COAENCTBUE IKOHOMUYECKOMY PasBUTUIO U MHTerpaumnm
Poccum B MUPOBYIO 9KOHOMUKY.

BpuTaHo-poccuiickana nporpaMmma passBuTua

B HacToAweM MHpOpMaLMOHHOM NakeTe COoePXUTCA NogpobHan
uHdopmauma o geatensHocTn DFID B Poccun. [lnAa [OCTUXEHUA M3MEHEHWI
BO MHorux obnactax DFID paboTaeT ¢ pocCCUNCKMMM NapTHEPaAMU 1
MeXXAyHapoaHbIMM OpraHM3aumnamMn. ATO COTPYAHNYECTBO BKNKOYAET B ceba
COOENCTBME Pa3BUTMIO aKTUBHOIO rpaXkaaHCcKoro obuectsa U He3aBUCUMbIX
CpeacTB MaccoBOW MHhopMaLMK, YNyyLleHNe CUCTEMbI 34paBOOXPAHEHNA,
co3aHne HoBbIX pabounx MeCcT 1 NnpeonpuATui, obecneyeHne UHaHCOBOM
CTAbUNBHOCTU B CEJTIbCKUX PErMOHAaX, OXpaHy OKpy>KatoLen cpeabl 1
ynyylleHne BOSMOXHOCTEN MECTHbIX U doefepasibHbiX OpraHoB yrnpaBfeHuaA
Nno opraHn3aumm coumnanbHOM NOMOLLM Hanbonee Hy>oaroLWwmnMes.

K poccuiickum naptHépam DFID oTHOCATCA NpaBUTENbCTBEHHbIE CTPYKTYPbI
Poccuinckon depepaumm, MECTHbIE OpraHbl BNacTy B OTAENbHbIX PErnoHax,
HenpaBUTENbCTBEHHbIE OpraHn3auumn 1 YacTHbIA CEKTOP. B uncno Hawmx
MeXAYHapOoAHbIX NapTHepPOB, Yepe3 KOTopbIX B Poccuio HanpaenAeTcA
3HaYMTENbHbI 06BEM NomoLwm co cTopoHbl DFID, BXoaAaT Takne opraHu3aumm
Kak, BcemupHbii BaHk, EBponenckmin 6aHK peKOHCTPYKUMM U pa3BuUTuA,
areHtcTBa OOH n nporpamma EBponerickoro Cotoza TACUC.



The Department for International Development (DFID)
is the British Government Department responsible
for promoting economic development and the
reduction of poverty across the world. The
Government elected in May 1997 increased its
commitment to international development by
strengthening the Department and increasing its
budget. The policy of the Government was set out in
the White Paper on International Development
published in November 1997 which included a
commitment to the internationally agreed target to
halve the proportion of people living in extreme
poverty by 2015.

In the countries of the former Soviet Union, DFID's policy is to
help ensure that all sectors of society receive sustainable
benefits from the process of change. It does this through
bilateral assistance programmes and through working with the
World Bank, the European Bank for Reconstruction and
Development, UN agencies and the European Union's TACIS
programme.

In Russia, the DFID programme is known as the Britain-Russia
Development Partnership (formerly the Know-How Fund).
Information on the programme can be obtained from DFID
headquarters in London, as well as through offices based in
the British Embassy in Moscow and Consulates in St
Petersburg and Ekaterinburg.

MuHucTepcTBO MexayHaponHoro passutua (DFID)
ABNAeTCA OPUTAHCKUM MPaBUTENbCTBEHHbLIM
MWUHUCTEPCTBOM, OTBEYalLWwmnm 3a COAencTBme
SKOHOMUYECKOMY PasBUTUIO U CHUXKEHNE YPOBHA
6enHocTN BO BCeM mupe. NMpaBuUTensCTBO,
npuwealwee K snactu B mae 1997 roga,
3Ha4YNTENbHO YBENNYUIIO CTEMNEHb CBOEW
NPUBEPXEHHOCTU naee MexXxayHapoaHoro passuTus,
3HauyuTenbHO pacwmpms 3TO MUHMUCTEPCTBO U
yBenuyus ero 6ioaxeT. B onybnukoBaHHOM B
HoAbpe 1997 roga [lokyMeHTe O MeXxayHapoaHOM
pas3BUTUM U3NIOXKEH KYPC NpaBUTenbCTBa Ha
BbINO/THEHNE NPUHATON MUPOBbLIM COOBLLECTBOM
Lenun no CHMXXEHUIO BABOE KONUYeCcTBa Nogen,
XKMBYLUMX 3a YyepTon 6egHocTu, K 2015 roay.

Monutnka DFID B oTHOLWeEHUN cTpaH bbiBlwero CoBeTCKoro
Coto3a HanpaBeHa Ha To, YTOObl NMONMOXKMUTENbHbIE NEPEMEHDI
3aTpoHynun Bce cnou obuectea. PaboTa ocyllecTBnAaeTcA B
paMKax ABYCTOPOHHMX MPOrpaMM MNOAAEPXKKM, a Tak>Ke
nporpamm ¢ y4actuem BcemmpHoro baHka, EBponeickoro
6aHKa peKoHCTpyKumn 1 passntua, areHTcte OOH u
nporpammbl EBponenckoro Cotoza TACUC.

B Poccuu nporpamma DFID nssectHa nog umeHem bputaHo-
POCCUINCKOW NporpamMmMbl pasBUTUA (paHee NMEeHyemMomn
®oHaom “Hoy-xay”). IHbopmaumio o nporpaMmMe MO>KHO
nony4nTb B rmaBHoMm oguce DFID B JloHOooHe, a Takxxe B
npeactasutenscteax DFID B noconbctBe BennkobputaHum B
MockBe 1 B [eHepasibHbIx KOHCynbcTBax B CaHKT lMeTepbypre
n EkaTepuHbypre.

In the UK:

Eastern Europe & Central Asia Department
(EECAD), DFID, 20 Victoria St, London SW1H ONF

tel 020 7210 0041/0028
website: www.dfid.gov.uk

and in Russia:

Development Section, British Embassy,
Smolenskaya Naberezhnaya 10, Moscow
121099

tel (095) 956 7200
fax (095) 956 7480

website: www.britembmsk.ru

British Consulate General, Ploshchad Proletarskoy
Diktatury 5, St Petersburg 193124

tel (812) 325 3200
fax (812) 325 3211

British Consulate General, Ul. Gogolya 15a,
4th floor, Ekaterinburg 620075

tel (3432) 564931
fax (3432) 592901

B BenunkobputaHum npocum obpaliatbcA
no appecy:

Eastern Europe & Central Asia Department
(EECAD), DFID, 20 Victoria St, London SW1H ONF

TenedhoH: 020 7210 0041/0028
Apnpec B VIHTepHeTe: www.dfid.gov.uk

B Poccun agpeca onAa cnpaBokK:

MockBa

MoconbcTBO BenukobputaHum

OTp4en mMexxayHapoaHOro pasBuUTUA
121099, CmoneHckanA HabepexkHada, 10

Ten. (095) 956 7200
haxc (095) 956 7480
Apnpec B VIHTepHeTe: www.britemb.msk.ru

CaHkT-lleTepbypr

[eHepanbHOe KOHCYNbCTBO
193124, nnowapb MNMponeTapckon guKTaTypsbl, 5

Ten. (812) 325 3200
haxc (812) 325 3211

EkaTtepuHbypr

[eHepanbHOEe KOHCYNbCTBO
620075, yn. [orona, 15a (4 atax)

Ten. (3432) 564931
haxc (3432) 592901
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Introduction to the Britain-Russia
Development Partnership

The British Government has been providing assistance to Russia through its share of
multilateral assistance, and bilaterally, since 1991. The Department for International
Development (DFID) is the British Government Department responsible for this assistance. The
initial focus was largely on developing the structures of a market economy. But since 1997,
and in recognition of the fact that many Russians have become much poorer, DFID’s aim has
been to ensure that the economic transition brings sustainable benefits to ordinary people. As
a major contributor to their programmes, we use our influence with the multilateral agencies to
encourage them to focus increasingly on institutional and social issues. Key multilateral
partners include the World Bank, European Bank for Reconstruction and Development, UN
agencies, and the EU Tacis programme. DFID has also spent over £200 million on bilateral
assistance to Russia over the past nine years and is currently spending around £27 million per
year - more than any other EU country.

Who are the partners?

The Britain-Russia Development Partnership is not exclusively a Government to Government
programme but operates at all levels of Russian society. Partners include non-governmental
organisations, academic institutes and the private sector as well as federal and regional state
authorities. With all its partners, DFID seeks to help build strong institutions, and to promote
specific efforts to ensure that the needs of poor people are given prominence in policy making
and service delivery.

DFID works very closely with both bilateral and multilateral donors in order to ensure that the
collective efforts of the international community have maximum impact.

What areas does DFID focus on?

DFID concentrates its efforts on those areas where Britain and Russia can best work together
to further Russia's economic, political and social development. These are:
— Governance

— Health

— Social Protection

— Public Finance

— Enterprise Development

— Rural Livelihoods

— Environment

— Global Issues such as trade and conflict prevention

Bilateral projects are largely concentrated in the above sectors and in the following cities and
regions: Moscow, St Petersburg, Leningrad Oblast, Samara, Sverdlovsk, Kemerovo, Rostov, and
Nizhny Novgorod.

What sort of assistance does DFID provide?

DFID contributes to the multilateral agencies working in Russia including the World Bank, EBRD,
the UN agencies and the EU Tacis programme, and plays an active role on their Boards and
Management Committees.
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DFID’s bilateral programme focuses on the provision of technical assistance - i.e. consultancy
advice, seminars and training carried out in Russia, the UK and occasionally in third countries.
All bilateral assistance is on grant terms - we do not provide loans. In general, we do not
provide direct financing for Russian organisations or pay for equipment. Nor do we normally
sponsor projects outside the priority sectors or unrelated to the priority regions. All bilateral
projects must be consistent with DFID's Country Strategy Paper for Russia, which can be
viewed at www.dfid.gov.uk.

How are projects chosen?

We receive requests for assistance and ideas for projects from a wide range of Russian and
British organisations. These are analysed by DFID’s professional advisers who then work with
the project partners on project design. Smaller project proposals in certain areas may be
eligible for our Small Projects Schemes. These are Partnerships in the Non-Profit Sector, the
Democratic Institutions Small Projects Scheme, the Small Environment Projects Scheme and
the Small Partnership Scheme for Health and Social Care.

Examples of current bilateral projects:

— the Russian President's Management Training Initiative to provide
placements for 540 young Russian managers with British companies over 3
years

— Development of TB services, to complement work planned by the World Bank, focused on
Kemerovo and Samara

— the reform of child mental health services in Sverdlovsk

— development of innovative approaches to sustainable livelihoods for the rural poor in
Leningrad and Oryol oblasts, to be more widely disseminated

— assistance to the State Pension Fund with pension reforms

— support for a network of business planning clinics across Russia

— business consultancy support in the Kuzbass and Donbass regions

— environmental education training for schools in St Petersburg

— training for the Russian judiciary and improvements to court administration

— reform of financial management in oblast and city administrations in close collaboration with
the World Bank

— seminars for Russian businesses on trade disputes and anti-dumping measures
— assistance to St Petersburg’s efforts to improve water quality, in support of an EBRD loan.

Nearly all of the projects which DFID support aim to develop and test new approaches which
can be adopted more widely and can inform federal and oblast-level policy-making. DFID
projects often, therefore, include a substantial dissemination component.
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How can | find out more?

Further information on the programme can be obtained from DFID headquarters in London, as

well as through offices based in the British Embassy in Moscow and Consulates in St
Petersburg and Ekaterinburg.

In the UK:

and in Russia:

Eastern Europe & Central Asia Department (EECAD)
DFID, 20 Victoria St, London SW1H ONF

tel: (020) 7210 0041,/0028
website: www.dfid.gov.uk

Development Section, British Embassy,
Smolenskaya Naberezhnaya 10, Moscow 121099
tel: (095) 956 7200 fax: (095) 956 7480
website: www.britembmsk.ru

British Consulate General, Ploshchad Proletarskoy Diktatury 5,
St Petersburg 193124
tel: (812) 325 3200 fax: (812) 325 3211

British Consulate General, Ul. Gogolya 15a, 4th floor,
Ekaterinburg 620075
tel: (3432) 564931, fax: (3432) 592901



factsheet

Department for Britain-Russia Development Partnership
International
Development

Making government work better for
ordinary people

DFID supports open, accountable and participatory forms of government, a healthy and active
civil society and respect for the rule of law. Our strategy in this area has five priority objectives:

e strengthening of democratic institutions

e promotion of legal reform and human rights

e strengthening of public administration

e strengthening of Russian NGO capacity

e support for and access to an independent media
These objectives are met in the following ways:

Strengthening of Democratic Institutions

The Democratic Institutions Small Projects Scheme was established in 1998. It funds a number
of small scale partnership projects between Russian and British democratic institutions working
to improve the democratic process in Russia. The scheme’s remit includes support for
institutions which contribute to the representational effectiveness and the conduct of
democratic processes. Such institutions (primarily non-governmental or civil society
organisations) will include; civic education NGOs: political research / lobbying organisations;
professional associations; media NGOs; organisations involved in civil and political rights
issues; trade unions; religious organisations.

Activities can include study visits, training attachments or short working attachments in the UK,
workshops, consultancy, establishment of twinning links between equivalent bodies in the UK
and Russia and of programmes of institutional strengthening.

The Parliamentary Cooperation project is designed to strengthen key legislative support
functions in the State Duma and the Federation Council. It facilitates exchanges between
professional staff in both parliaments in areas such as library and research services,
committee work and personnel development. Activities, including seminars, round tables and
short work attachments, are coordinated by a Senior Clerk of the House of Commons and
counterparts in the Duma and the Federation Council.

Support for Independent Media

DFID’s flagship project is its support to establish the Foundation for Independent Radio as an
independent producer of public service radio programmes. The Foundation’s productions
include a daily current affairs programme, a soap opera which focuses on current social issues
as well as awareness-raising jingles aimed at younger people.

With assistance from DFID the Ekaterinburg Media school was established by the BBC World
Service in 1997 and remains the only source of combined television and radio news training in
Russia. DFID is currently supporting the School to continue its previous successful training
whilst developing into a self-sustaining and Russian-staffed media centre. By the end of the
project in 2002, the School will be fully institutionalised as a not-for-profit organisation under
Russian law with a trained pool of practising Russian broadcast journalists as successors to
the BBC World Service.
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Promotion of Legal Reform and Human Rights

Over a period of three years to 2001, the Judicial Support Project will strengthen the capacity of
the Russian judicial system to ensure that the court system operates effectively, efficiently and
fairly. Working in the two pilot oblasts of Moscow and Krasnodar, the project focuses on
training and retraining of judges, the efficiency of the Courts Administration Service and the
provision of effective remedies and execution of judicial decisions by the newly formed Russian
Bailiffs Service.

The Prisons Partnership Project will establish twinning links between the six Moscow pre-trial
detention centres and six British prisons, with a view to improving the treatment of prisoners
and ensuring observance of their human rights in accordance with international standards.
British prison officers will work with their Russian partners to improve conditions and alleviate
overcrowding in pre-trial prisons, to improve staff/prisoner relations, to make better use of
available resources and to bring about a shift in focus from containment to individual treatment
of detainees. The project will run for three years from the spring of 2000.

Strengthening of Public Administration

DFID has been working with Nizhny Novgorod Oblast Administration since 1997 to improve
provision of effective and efficient services to all sections of the community. Key successes of
the project, which is ongoing, have been the strengthening of strategic planning capacity and
resource allocation within the oblast, improved mechanisms for community consultation and the
development of pilot community partnership projects.

The Community Policing project is designed to strengthen the capacity of police training
Institutions in St Petersburg and other cities to train Russian police officers in community and
ethical policing. Up to 120 officers and 30 Police trainers will be trained under the project
which concludes in early 2002.

DFID has been working with the Ministry for Economic Strategy and Trade to introduce
performance planning and appraisal systems. The project will conclude in June 2001 and will
leave a trained group of officials and Russian consultants who will continue to develop
performance systems in the Ministry and potentially elsewhere in the public sector.

Strengthening of Russian NGO Capacity

The Partnerships in the Non-Profit Sector Scheme provides grants of up to £50,000 to support
partnership projects between Russian non-governmental organisations and their British partners
in DFID's priority regions. The scheme aims to build capacity among Russian NGOs, rather
than simply to provide finance for operations. Eligible projects include those which further
develop the NGO sector or promote the role of NGOs in society, aim to develop the services
which NGOs provide, to improve the legal and fiscal framework of the NGO sector, the
management of its people and resources (e.g. fund-raising strategies, accountability and
transparency) and attempt to promote a greater understanding of the role of NGOs.
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Health

DFID has been active in the health sector in Russia since the early 1990’s, working both at the
federal level and in the oblasts of Samara, Kemerovo and Sverdlovsk, as well as operating a
small projects scheme which carries out work throughout Russia. In this field, DFID maintains
close contact with key multilateral agencies, including WHO, UNAIDS, and the World Bank.
Health work focuses on systemic reform, service delivery, and diseases linked to poverty such
as TB, STD/Aids, and reproductive health. In many cases the DFID approach is to pilot work
initially on a more limited basis, and disseminate more widely as experience grows. The health
sector is a key part of DFID assistance to Russia, where life expectancy has declined in the
1990’s. Work includes:

TB: The incidence of TB, including drug-resistant forms of the disease, rose markedly in Russia
throughout the 1990’s. This is directly attributable to the increases in poverty, alcoholism,
imprisonment and homelessness. DFID has supported work in the Tomsk oblast since 1994. A
key aspect of tackling TB reform in Russia is the provision of an effective national TB reference
laboratory and oblast level laboratories that can diagnose and follow-up patients with TB. This,
and a forthcoming major project which will work both at the federal level and in Samara and
Kemerovo oblasts, aims to ensure that future TB control activities take full account of the
spread of drug-resistant strains. In these activities, DFID maintains close contact with TB
support being designed by the World Bank, in order to ensure complementarity of approach.
DFID also collaborates with the WHO on cost-effective approaches to TB control.

TB/AIDS: DFID is collaborating closely with the World Bank on the preparatory work for a
proposed loan which will aim to control the epidemics of TB and HIV/Aids in Russia. DFID
assistance will support public awareness programmes, diagnosis, prevention and treatment,
and work on TB and Aids modelling.

Health financing: DFID has supported work with the Federal Insurance Fund to improve the
organisation and management of health insurance and to develop policy on consumer rights
protection.

Family planning: DFID is supporting work with the Russian Family Planning Association (RFPA)
to develop the organisation’s advocacy role, so that its work with the press, the general public
and legislative and policy bodies is strengthened.

Reform of STD services: a project based in the Samara oblast works with the local STD
authorities to develop sustainable and accessible services, and to disseminate new
approaches at the federal level.

Health Management System Reform: With the aim of accelerating the process of strategic
change in the delivery of healthcare in the Sverdlovsk or Samara oblasts, DFID have supported
a programme of assistance looking at a number of strategic issues relating to resource
allocations in the health sector.

Reform of Primary Health Care: DFID has provided a programme of technical assistance to
support the reform of primary health care services in Kemerovo oblast, based in two polyclinics
where services are reorganised on family-practice lines.
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Child Mental Health Services: DFID is supporting work with the authorities of Sverdlovsk oblast
to establish sustainable, community-based and multi-disciplinary mental health services for
children in Sverdlovsk oblast, concentrating on three pilot sites. The project also works to win
acceptance for this approach from mental health services at federal level.

Harm Reduction for Intravenous Drug Users (IDU): The number of IDUs in Russia has
dramatically increased through the 1990’s. Since the mid-1990’s HIV has spread among IDUs
in an increasing number of Russian cities. DFID is supporting work to reduce transmission of
HIV through harm reduction programmes, outreach interventions, and increased public
awareness. This project is based in pilot sites in the Sverdlovsk oblast.

Small Partnership Scheme for Health and Social Care: Following on from earlier health
partnership schemes, which had a recognised impact in a number of areas, DFID supports a
scheme designed to cover work in both health and social protection. The scheme is managed
on behalf of DFID by Health and Life Sciences Partnership who can provide fuller details of the
scheme and the application process (contact tel. 020 7 253 5064).
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Social protection

The process of transition in Russia has been a painful and disorienting experience for many
Russian people. Old values and certainties have been lost, and new social problems, such as
crime against the person and drug abuse, are increasing. The upheavals of the last decade
have placed great strain on systems which guaranteed social protection in earlier times, such
as the provision of pensions and other allowances; free health care and education; heavily
subsidised provision of housing and food. Recent years have seen increasing unemployment
and loss of benefits previously provided through the workplace. This has led to increased
inequality, leaving certain groups particularly vulnerable. These include pensioners, the
disabled, and disadvantaged children. DFID-supported work in the social protection sector has
focused on reform of social protection policy, and work to increase the security of vulnerable
groups by considering issues of social service delivery. DFID works closely with the World Bank
which has made work in this sector a priority, and with other multilateral donors. Projects which
we support in this sector include:

Pension reform: DFID is supporting work with the Pension Fund of Russia to consider ways in
which the system of paying enhanced pensions to workers in hazardous or privileged
occupations could be altered in order to reduce the burden on the state. DFID liaises with the
World Bank who are also active in the field of pension reform, both state and non-state.

Social insurance reform: The Social Insurance Fund (SIF) is responsible for sickness,
maternity, child and occupational injury benefits. DFID is supporting work with the SIF relating
to industrial injury compensation, including cooperating on the design of procedures and
regulations designed to implement an effective compensation system. DFID maintains close
links with the World Bank regarding possible work in this area undertaken under the Social
Protection Implementation Loan (SPIL), and with TACIS, who have a keen interest in this work.

Vulnerable children: In general, Russia relies on institutions to meet the needs of vulnerable
children. DFID is supporting work in the Sverdlovsk oblast to explore the possibility for more
family-focused social care for children at a number of pilot sites in the oblast. This will promote
a cooperative approach between the different agencies involved, and aims to integrate all
vulnerable children within a coherent system of childcare.

Care for the elderly: Many elderly people have been particularly affected by the changes
brought about during transition, especially the erosion of the real value of the state pension

and frequent payment delays. Care is offered both in residential homes and in some cases
through support at home. DFID will support work to review methods of delivering social care for
the elderly in Kemerovo oblast: the project will bring together all agencies involved in the care
of the elderly and encourage inter-sectoral collaboration.

Violence against women: A corollary of the transition process has been increased awareness
of domestic violence. Part of the response to this has been the development of a network of
women’s crisis centres across the Russian Federation. DFID will support a project to
strengthen the Russian Association of Crisis Centres (RACC) to enable it to work more
effectively as a lobbying and policy pressure group.
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Public finance

Assistance to the financial sector has been a major part of DFID assistance to Russia since the
programme began. Initially the focus was on the development and regulation of capital markets
to facilitate the development of the emerging private sector. DFID continues to provide some
assistance to improve the regulation of capital market and banking activities and related parts
of the infrastructure for the private sector to promote a transparent and effective regulatory
framework. This protects individual and corporate savers and investors as well as the
soundness of the system as a whole. But DFID’s focus is now increasingly on public finance,
where lack of revenue raising capability and poor expenditure control continue to limit the ability
of the State to provide basic services to ordinary people. Commitment to public finance reform
within Russia has not been consistent, which has limited the spread of activities which DFID
and other donors have been able to support. DFID supports public expenditure management
and financial management capacity at all levels, working closely with other donors, especially
with the World Bank. Specific project work includes:-

Sub-federal (regional and municipal) Finance Reform — a group of projects which aim to
introduce good practice into regional financial management in order to ensure that scarce
financial resources are used to provide services for citizens in an efficient and sustainable way.
This includes helping sub-federal entities to improve their own account investment procedures,
and to make more efficient and less risky use of debt finance. These projects include:

— assisting the cities of Moscow and St Petersburg to run economically sustainable, diversified
borrowing programmes, increasing their capacity to borrow in an orderly and economic
manner and enhancing their ability to manage liquidity and market risks;

— identifying methods and mechanisms for improving the financial and budget management
practices of sub-federal entities and building capacity in the regions for the implementation
of sub-federal fiscal reform;

— introducing the concept of public-private partnership (PPP) in municipal services to reduce
the massive level of subsidies currently draining the stretched Russian budget;

— providing a consultant to act as a link between the Russian Ministry of Finance and a
number of separate but related projects in the field of municipal/regional finance reform
sponsored by a variety of bilateral and multilateral agencies;

— dissemination of the introduction of good standards of financial management across the
Russian Federation, reducing the risk of regional bankruptcy caused by poorly managed debt
portfolios and of the associated macro effects.

These projects all form part of a wider effort, involving several World Bank initiatives, the EBRD,
and the IMF. DFID has also played a major role in promoting donor coordination and the
development of a common conceptual basis among donors and agencies working in this sector.
An eventual product is intended to be the development of a workable Russian code of good
practice for sub-federal financial management.

Oil taxation - The massive and profitable oil industry is a crucial source of taxation. But the
regime applying to the oil industry in Russia is complex and under-performing. DFID supports
cooperation with the Ministries of Finance, Taxation and Energy to develop more appropriate
taxation models, and to design and implement the reforms which are necessary to achieve a
more appropriate tax regime.
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Insolvency — Over half of all medium and large scale Russian enterprises are loss-making, and
many of these are probably effectively bankrupt. The number of bankruptcy cases under
consideration by the courts has more than doubled since the introduction of the new
Bankruptcy Law in March 1998, and bankruptcy proceedings are finally beginning to play a
significant role in enterprise restructuring in Russia. Conducted properly, the threat and
discipline of bankruptcy proceedings, and their effect in redeploying resources to more
productive uses could be a real spur to economic growth, both through their impact on
individual enterprises, and through their contribution to the overall business environment. DFID
is working with the Federal Service of Russia on Financial Rehabilitation and Bankruptcy and
the Supreme Arbitration Court of the Russian Federation to achieve an improvement in their
capacity to implement bankruptcy laws and procedures in a predictable and transparent manner
that protects creditors’ rights and promotes enterprise growth.

Central Bank of Russia — Proper supervision of the commercial banks is key to protecting the
assets of companies and individuals, and to restoring confidence in the banking system
following the August 1998 financial crisis. This in turn is essential if the banking system is to
play its proper role of facilitating market-based transactions and raising funds for investment.
Support in the area has been identified as crucial by the Russian Government, the World Bank,
the IMF and the G7. In consultation with others, DFID has identified a niche where the UK has
comparative advantage, where our activities complement others. DFID is providing funding for
two projects to help the Central Bank of Russia (CBR) develop and implement an effective
system of bank supervision; and to help it to develop clearing and settlement systems for
financial payments and plastic card transactions.

Accounting Reform — The Russian Government has identified accounting reform as a priority
and is making good progress. A wide range of donors and private firms are supporting the
reforms. The International Centre for Accounting Reform (ICAR) was established in Moscow in
early 1998 to provide expert professional assistance to the official bodies involved in the
complex process of developing and implementing the Russian statutory accounting rules to
conform with those based on International Accounting Standards (IAS). DFID is supporting this
work which will help to make readily available transparent and useful information on the
economic and financial position of private sector bodies in Russia. The introduction of IAS may
also contribute to improving the Government of Russia’s ability to design the tax regime.
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Enterprise development

The restructuring of loss-making large enterprises, and the development of small and medium
sized enterprises (SMEs currently amount for only 10% of GDP) is essential to the success of the
Russian economy and to the creation and preservation of sustainable jobs. DFID works with
others to help improve the legal and regulatory environment - the key to development of the
sector, to help specific large firms to restructure in economically sound and socially responsible
ways, and to enhance the access of SMEs to markets, skills and technologies. The multilateral
agencies to which DFID contributes are also active in these areas, and in helping to meet the
needs of SMEs for financial services. Projects currently supported by DFID include:

Russian Federation of Chambers of Commerce and Industry (RFCCI): To improve the quality of
business planning in the RFCCI (and selected CCls) by establishing a cadre of trainers and
assisting the RFCCI plan an ongoing programme of CCI training.

Russian-British Consulting Centres: As part of the coal sector restructuring programme we are
helping with the development of sustainable, locally owned mining and business consultancy
centres in Kemerovo and Rostov.

Investment support centres (ISCRA): This Russia-wide project has promoted inward investment
into successful Russian enterprises through Business Plan Clinics which provide assistance in
formulating sound investment proposals. A further phase, to consolidate the regional network
and ensure its sustainability is planned.

SME Dissemination: Drawing on SME work in Leningrad, Kemerovo and Sverdlovsk, this project
will develop a package of information and training materials to disseminate to regions and
municipalities throughout Russia.

Monocompany town (Yurga) in Kemerovo: This project aims to develop a joint approach by the
municipality of Yurga and its main enterprise, the Yurga Engineering Company to look at
restructuring and related local economic problems.

Leningrad Oblast SME Policy Development: To establish small business development centres
by helping the oblast administration to support the design and implementation of SME policies
in parts of the oblast not covered by earlier work.

Regional regeneration (Kemerovo): This will provide technical assistance and finance to
support the establishment of local partnerships and the design and implementation of projects
to promote economic regeneration e.g. business incubators, training materials, small credit
mechanisms.

Russia Small Business Fund: DFID contributed £5 million in 1998 to this EBRD-led initiative to
increase access of SMEs to finance through the banking system.

Russian President’s Management Training Initiative (RPMTI): This is a Russia-wide training
programme coordinated by the Federal Commission of the Presidential Administration, to foster
cooperation between Russian training institutions, enterprises and donors The initiative will
train a corps of managers in methods to improve and restructure Russian enterprises. Following
initial training in Russian management training institutions, trainees will follow placements in
host countries. Up to 540 will come to Britain over three years, for intensive induction training
in a business school and about three weeks in UK companies, and, in some cases, follow-up
assistance on their return to Russia.
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Rural livelihoods

DFID’s rural livelihoods work in Russia focuses on policies and actions which promote
sustainable livelihoods and the efficient use of productive capacity.

Large farms were the bedrock of Russian rural society. But over the last decade, external
factors and management inertia have led to spiralling farm debts and rapid social and
economic decline. Working in close partnership with Russian experts and regional authorities
DFID is supporting the development of new approaches to promote sustainable livelihoods,
revitalise insolvent farms, and safeguard the constitutional rights of farm members.

Our current work builds on the strong partnerships developed during the Land Privatisation and
Reorganisation Project. Between 1993 and 1999 this project, initially implemented by the
International Finance Corporation, IFC, successfully developed, tested and disseminated a fair
and legally defensible method for the transfer of farm land from collective enterprises into
private ownership. The project also assisted with the establishment of the Fonds for Agrarian
Reform, which are now our sources of Russian technical expertise on agrarian reform.

Examples of current DFID initiatives include:

e Sustainable Rural Livelihoods Project. Using Russian technical expertise we are working in
partnership with regional authorities in Leningrad and Oryol oblasts to develop and test
economic coping strategies and income generating activities which will secure sustainable
livelihoods for rural citizens.

e Revitalisation of Insolvent Farms Project. This project is working in five oblasts (Moscow,
Oryol, Rostov, Nizhny Novgorod and Volgograd) to develop, test and disseminate legal,
methodological and organisational procedures for the revitalisation of insolvent farms, while
protecting the interests of the most vulnerable. RosAgroFond provides Russian technical
leadership of this project.

e Milk Quality & Marketing Improvement Scheme. We are funding technical assistance to
improve the quality of local milk production and processing in Leningrad Oblast.

¢ Nizhny Novgorod Unified Advisory Service Project. We are supporting the development of a
sustainable public-private rural advisory service in partnership with Nizhny Novgorod Oblast
authorities. The advisory service provides a wide range of advice and support on farm
restructuring, business, legal and technical matters.

e Third Party Arbitration Courts Rollout Project. This project will help to disseminate the
transparent and accessible system of local dispute resolution for ordinary rural citizens
developed in Rostov oblast by YugAgroFond.
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Environment

The Russian Federation inherited an enormously costly environmental legacy from decades of
inefficient economic development. These environmental problems are a contributory factor to
declining standards of health. For example, two thirds of Russians are breathing severely
polluted air, and half consume water which does not meet acceptable standards.

Despite the fall in industrial production during the nineties, pollution levels remain high.
Therefore DFID assistance in the environment sector, both bilaterally and working in partnership
with multilateral agencies, focuses on building the capacity of Russian institutions (authorities,
NGOs and enterprises) to address environmental issues. Examples of our approaches include:

— improved environmental governance— particularly public participation in environmental
planning, strengthened environmental education, improved regulatory systems;

— development of new approaches to environmental management such as public-private
partnerships and incentives to promote cleaner production;

— and the efficient management of natural resources such as forests to provide sustainable
livelihoods for local people.

Examples of projects include:

— With other bilateral donors we are funding technical assistance to support the EBRD loan to
St Petersburg Vodokanal. The loan will help St Petersburg Vodokanal meet European
standards for drinking water and waste water discharges by 2015.

— We are funding technical assistance to Ekaterinburg City Authorities to help them strengthen
the city’s waste management systems in an efficient and sustainable way, for example by
changing management approaches and developing partnerships with the private sector.

— We are funding technical assistance to Tomsk Ecological Committee to help strengthen
environmental management systems in Tomsk Oblast. The assistance focuses on several
areas including: strengthening the Ecological Committee and environmental regulatory
systems; developing financial incentives for enterprises to reduce pollution; and promoting
public participation in environmental decision-making.

— We are helping the Federal Forest Service to improve the management of National Parks in
Russia through the development of a new policy framework which will deliver tangible
benefits to local communities and safeguard environmental value.

— Our Small Environmental Project Scheme addresses priority environmental problems by
supporting around 30 small strategic projects. It encourages the development of networks
between environmental stakeholders and demonstrates that, contrary to common
perceptions in Russia, significant environmental improvements can be achieved without
large-scale capital funding.
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Global dimension

DFID’s work in the global dimensions sector will assist Russia’s integration into the global
economic and political framework. Currently we are developing work in three areas: trade,
attracting foreign investment and addressing global environmental issues.

Trade: Integration into international trade institutions (such as WTO) is a key mechanism by
which economic growth can be promoted and poverty reduced. In response to a Russian
request for assistance, DFID will fund a technical assistance project to: improve the Ministry of
Trade’s ability to design and implement trade policy instruments; increase the consistency of
Russian legislation with WTO agreements; and raise awareness of trade policy issues in
industry, government, parliament and civil society.

Foreign investment: Russia currently has a low investment rate and attracts comparatively little
foreign direct investment. As lack of investment is a serious constraint on growth, DFID is co-
financing with the World Bank a study by the Foreign Investment Advisory Service of the
administrative barriers to investment. Working in partnership with four Russian administrations,
the study will look both at the policy framework, which is largely set at federal level, and the
interpretation and implementation of this framework at sub-national level.

Global environmental issues: Russia is both affected by, and a contributor to, global
environmental problems. Russia has committed itself to addressing regional and global
environmental problems in the context of relevant conventions, protocols and international
agreements, and we are seeking to identify opportunities to strengthen Russia’s capacity to
ensure effective representation and wide public participation.



