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The political and economic landscape in the
countries of Eastern Europe, Caucasus and
Central Asia is evolving. Are environmental
policies keeping pace? What major environmental policy measures have been
taken by each country? What are the main barriers to further progress? What
are the emerging policy issues and priority areas for action?
In 2003, the Ministers of Environment of the twelve countries of Eastern
Europe, Caucasus and Central Asia (EECCA), together with their partners in the
“Environment for Europe” process, adopted the EECCA Environment Strategy.
The Strategy aims to promote sustainable development through environmental
policy reform and environmental partnerships. This book provides a review of
progress in achieving the Strategy’s objectives, and provides a solid analytical
base for discussions on future environmental co-operation between EECCA
countries and their partners. Preparation of this report has involved a unique
process of collaboration among all the major international institutions active
on environmental issues in this region. By focussing on the policy actions
taken by EECCA countries, it complements «Europe’s Environment: The Fourth
Assessment” – prepared by the European Environment Agency – which
assesses environmental conditions in the pan-European region.

Mobilising Finance for Environmental
Priorities
Recommendations for the Future
Available for free at: www.oecd.org/env/eap
This report focuses on the ﬁnancing of environmental priorities under the
Environment for Europe process beyond 2007. It presents proposals on how
existing mechanisms for mobilising ﬁnance under the Environment for Europe
process could be strengthened and updated in order to reﬂect the evolving
context and challenges in countries of Eastern Europe, Caucasus and Central
Asia (EECCA) and South-Eastern Europe (SEE). The report is prepared by the
Project Preparation Committee (PPC), with inputs from the EAP Task Force,
EBRD, the Regional Environmental Centre for Central and Eastern Europe
(REC) and the World Bank. The content of the report draws upon the ﬁndings
and recommendations of the 2006 PPC review, the updated survey of donor
environmental ﬁnancing and existing analytical work by the World Bank,
Global Water Partnership and others.

Environmental permitting is a key regulatory
instrument for reducing industry’s
environmental impacts, facilitating its
compliance with environmental requirements
and promoting technological innovation.
Based on an extensive policy dialogue and
exchange of experience, which involved governmental and non-governmental
actors from countries participating in the “Environment for Europe Process”,
the current document presents a reference that Governments in EECCA
may wish to use when considering how to strengthen their environmental
permitting systems. The Guiding Principles emphasise the introduction of
integrated permitting for large industry and simpliﬁed permitting for small
and medium-sized enterprises (SMEs) in order to achieve a higher level
of environmental protection and, at the same time, reduce administrative
burdens on regulatees.

Financing Water
Supply and Sanitation
Sector in Eastern
Europe, Caucasus and
Central Asia, including
progress in achieving
water-related
Millennium
Development Goals
(MDGs)
Available for free at: www.oecd.org/env/eap
Available data suggest that the overall situation in the water supply and
sanitation sector of countries of Eastern Europe, Caucasus and Central Asia
(EECCA) has deteriorated further since originally assessed as critical seven
years ago at a conference of EECCA Finance/Economy and Environment
Ministers. This appears to be especially true for the quality of water services,
where relevant indicators have shown deterioration in virtually all EECCA
countries, and for key ﬁnancial indicators. Collected revenues often do not
cover operational costs, let alone maintenance and capital costs. Overall,
investment falls short by a factor of 5 to 10 of the level that would be required
to maintain and renew existing water infrastructure. The consequences for
public health, the environment, and economic development in the region are
serious. To reverse these trends, a number of critical steps must be taken
before a series of reforms can be successfully implemented.
This report draws on work carried-out over the last seven years by the EAP
Task Force and other actors in the EECCA region to draw a complete picture of
the water supply and sanitation sector in the region and identiﬁes some of the
key reforms that will need to be undertaken to achieve the water-related MDGs.
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Trends in
Environmental Finance
in Eastern Europe,
Caucasus and Central
Asia
Available for free at: www.oecd.org/env/eap
The report builds on the analysis prepared for
the 2003 Kiev and previous “Environment for
Europe” Ministerial Conferences. It reports
on updated data collected from countries
in Eastern Europe, Caucasus and Central
Asia (EECCA), as well as from donors, International Financial Institutions and
the private sector, and compiles a comprehensive picture of ﬁnancial ﬂows
for environmental purposes in EECCA countries. Trends in EECCA countries
are benchmarked against those in OECD and Central and Eastern European
countries.

Translating
Environmental
Law into Practice
Progress in Modernising
Environmental Regulation and
Compliance Assurance in Eastern
Europe, Caucasus and Central Asia
Available for free at: www.oecd.org/env/eap
Poor environmental compliance is
symptomatic of policy failure and implies high
costs for society, undermines the rule of law,
and distorts the level playing ﬁeld for businesses. The “Guiding Principles for
Reform of Environmental Enforcement Authorities in Transition Economies”,
endorsed at the Kiev Ministerial Conference, provide a reference model to help
overcome compliance problems in EECCA.
The current report, developed within the framework of the EAP Task Force’s
Regulatory Environmental Programme Implementation Network (REPIN),
reviews progress in transposing the Guiding Principles into practice and
provides recommendations on future action.

Progress Report on
Partnerships in Eastern
Europe, Caucasus and
Central Asia

Environmental
Management in Eastern
Europe, Caucasus and
Central Asia

Available for free at: www.oecd.org/env/eap
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The Environment Strategy for countries
of Eastern Europe, Caucasus and Central
Asia (EECCA) was adopted at the 2003
“Environment for Europe” Ministerial
Conference. As a broad strategic framework,
it aimed at supporting EECCA countries’
efforts to facilitate partnerships. In Kiev ministers requested the EAP Task
Force to monitor progress on partnerships. This report presents a review of
environmental partnerships that contribute to the achievement of the seven
objective and several sub-objectives of the EECCA Environment Strategy.
It analyses progress in partnerships developed and implemented in the EECCA
region since 2002 until the end of March 2007. The report identiﬁes some
emerging trends within the partnerships currently registered in the EECCA
Strategy Database, which was established by the EAP Task Force to provide
an online tool for monitoring partnerships. While donor reporting remains
incomplete, the review has yielded a number of insights that can be useful for
further facilitation and implementation of partnerships in the EECCA region.
For more information, please visit www.eecca.net.
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In 2003 the Ministers of Environment of the
twelwe EECCA countries and their Partners in
the “Environment for Europe” process adopted
the EECCA Environment Strategy to promote
sustainable development in the region through environmental partnerships.
The assessment presented in this book is the baseline against which
Environment Ministers will evaluate environmental progress when they meet
again in Belgrade in 2007.
This book brings together the ﬁndings of key sector- and media-speciﬁc
analyses of the environment in the Eastern Europe, Caucasus, and Central
Asia area and puts forward a set of indicators to provide a one-stop, concise
and up-to-date assessment that is accessible also to a non-specialist
audience. It systematically looks at environmental legislation, policies, and
institutions; pollution prevention and control; natural resources management;
environmental policy integration; ﬁnancial resources for the environment;
environmental information and public awareness; and co-operation on
transboundary issues.
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Water Supply and Sanitation

Financing Water
Supply and Sanitation
in Eastern Europe,
Caucasus and Central
Asia

Guidelines for the
Development of
Performance Based
Contracts between
Municipalities and
Water Utilities in
Eastern Europe,
Caucasus and Central
Asia (EECCA)

Proceedings from a Conference
of EECCA Ministers of Economy/
Finance and Environment and their
partners, 17-18 November 2005,
Yerevan, Armenia
Available for free at: www.oecd.org/dataoecd/29/46/36388760.pdf
On 17-18 November 2005, the OECD and the Government of Armenia
co-organised a conference of Ministers of Economy/Finance, Environment and
Water. Ministers met to discuss how to address the critical situation of the
water sector in EECCA countries, particularly how to ﬁnance much-needed
improvements. The meeting examined progress in light of a set of guiding
principles they had adopted at an earlier meeting in Almaty in 2000. This book
presents a summary of the Ministers’ discussions as well as the background
documentation that supported these debates.

Available for free at: www.oecd.org/dataoecd/27/57/36397942.pdf
Water supply and sanitation infrastructure in Eastern Europe, Caucasus and
Central Asia is often critically deteriorated, involving signiﬁcant risks for human
health and the environment. A key reason for this situation is the insufﬁcient
ﬁnancing of water infrastructure over several decades and poor utility
management. It is now widely acknowledged that to improve the situation,
water utilities need to be established as commercially-run entities, but this
is hampered by the conﬂicting linkages between utilities and the municipal
leadership and the absence of a clear deﬁnition of their respective roles and
objectives.
This book provides guidance, based on international best practice, on the key
elements that performance-based contracts between utilities and municipalities
need to include. It assesses several contractual arrangements that exist in
EECCA against this benchmark.

Water Supply and Sanitation

Water Supply and Sanitation

Financial Planning Tool
for Water Utilities
in the EECCA Region

Financing Water
and Environment
Infrastructure

Available for free at: www.oecd.org/
dataoecd/14/23/36475549.pdf (User Manual)
www.oecd.org/env/water (the Model)

The Case of Eastern Europe, the
Caucasus and Central Asia

The overall idea and objective behind the
development of the Financial Planning Tool for
Water Utilities (FPTWU) is to assist the water
utilities in the EECCA region in achieving medium to long-term operational and
ﬁnancial sustainability. Such objectives, can however, only be realised when
water utilities are equipped with instruments for ﬁnancial modelling, planning,
and analysis. The FPTWU Tool has been developed to serve as a tool for water
utilities when initiating ﬁnancial planning in their companies.
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Eastern European, Caucasus and Central
Asian (EECCA) countries are at an environmental crossroad. The current
environmental situation is dire and challenges are mounting, but there are also
new opportunities. EECCA countries need to set clear priorities and targets to
guide both their own action programmes and multi-stakeholder partnerships.
Knowledge transfer and institutional development are required to facilitate
policy reform, and to tackle strategic and operational bottlenecks, including
much needed investments in environmental infrastructure and modern
technologies. This report explains the environmental challenges that these
transition economies face, and assesses the ﬁnancial tools and resources
available to tackle them.

Browse and buy OECD books online at www.oecd.org/bookshop

Water Supply and Sanitation
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Financing Strategy
for the Urban Water
Supply and Sanitation
Sector in Georgia

Implementation of
a National Finance
Strategy for the Water
Supply and Sanitation
Sector in Armenia

Available for free at: www.oecd.org/
dataoecd/14/55/36472918.pdf

Available for free at: www.oecd.org/env/water.

Achieving the Millennium Development
Goal on water supply and sanitation is a
serious challenge in many countries of
Eastern Europe, Caucasus and Central
Asia. Georgia, one of the poorest countries in the region, faces particularly
difﬁcult challenges, as extensive but deteriorated water supply and sanitation
infrastructure inherited from the Soviet Union will be difﬁcult to rehabilitate
with local ﬁnancial resources alone (i.e., user charges and public budgets).
This book assesses the costs of achieving water related MDG in Georgia
in different WSS infrastructure development scenarios and compares this
with available resources from user charges and public budgets. It also
discusses affordability constraints, in particular for households, and the
policy measures to protect the poor that would need to be set in place. It
identiﬁes a challenging trade-off that Georgian policy makers will have to
consider between providing better water for some, or some water for all. This
work has provided the basis for an extended policy dialogue on WSS sector
development in Georgia.

The publication consists of three volumes.
Achieving the Millennium Development Goals
on water supply and sanitation is a serious
challenge in many countries in Eastern Europe, Caucasus and Central Asia
(EECCA). Armenia, one of the poorest countries in the region, faces many of
these challenges as well as serious ﬁnancial constraints related to affordability
issues in households and public budgets.
Building on the previous EAP Task Force work, this publication presents key
results of a policy dialogue on the implementation of a ﬁnance strategy for
water supply and sanitation in the Republic of Armenia. The main objective of
the dialogue was to support Armenian stakeholders in: integrating the ﬁnancial
projections into budgetary decision making at the national level; increasing
the reliability of investment needs assessment, using robust methods to
assess, manage and forecast demand for water supply and sanitation
services; and ensuring that tariff policies are sustainable from an economic
and social point of view. The lessons learnt from this project, on policy and
method, are relevant to most EECCA countries and beyond.
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Lessons from Armenia, the Russian
Federation and Ukraine.
ISBN 978-92-64-02503-5
€24.00

Transition and emerging economies have
difﬁculties developing their ﬁnancial markets to a level that would provide
access to long-term debt ﬁnance at an affordable cost. This report examines
opportunities beyond the public sector for ﬁnancing water and other
environmental infrastructure. Speciﬁcally, opportunities for accessing savings
through private ﬁnancial and capital markets have been examined. The
report identiﬁes bottlenecks to the development of local ﬁnancial markets for
environmental infrastructure and discusses policy recommendations to tackle
them.
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Ideally, the costs of water supply and sanitation should be covered by user
charges. However, the high investment costs and associated affordability
constraints mean that governments have an essential role to play in ﬁnancing
water services in Eastern Europe, Caucasus and Central Asia (EECCA) and
other regions. The report investigates mechanisms for transferring ﬁnancial
resources for water services from higher to lower levels of government in
three EECCA countries, with different institutional settings: Armenia (where
responsibilities for the water supply and sanitation sector are maintained
at the national level), the Russian Federation (a most interesting case of
ﬁscal federalism), and Ukraine (which illustrates a variety of situations). The
experience of OECD countries has provided valuable guidance to benchmark
the paths followed by the three countries under review.
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Mechanisms for
Managing Public
Environmental
Expenditure in
Selected OECD
Countries

Handbook for
Appraisal of
Environmental Projects
Financed from Public
Funds

Available for free at: www.oecd.org/
dataoecd/21/48/37744488.pdf
Public environmental expenditure
programmes play a key part in environmental ﬁnance in most member
and non-member countries. This report presents different institutional
options for managing these programmes, with a focus on the water sector
in four OECD countries, namely: Austria, Belgium (the Region of Flanders),
France and Germany. The analysis uses the Good Practices for Public
Environmental Expenditure Management, a performance review framework,
developed by the OECD. The Good Practices aim to guide governments in
designing, implementing and reviewing public environmental expenditure
programmes. In addition, they provide institutions managing public funds with
a framework for evaluating the performance of such programmes in line with
internationally-recognised standards.
This study is the ﬁrst attempt to look at selected OECD members’ practices of
managing public environmental expenditure in a structured, comparative way.
Lessons learnt are relevant for both members and non-member countries,
as they provide guidance on the institutional set-up of public environmental
expenditure programmes.

Available for free at:
www.oecd.org/env/ﬁnance
This Handbook was developed to
supplement the OECD Good Practices
for Public Environmental Expenditure Management. It is intended to show
how to implement these good practices in programming and project cycle
management. The Handbook focuses on appraising investment projects in the
water sector. It is tailored to the perspective of the public ﬁnancier, not the
project promoter. It proposes a set of management tools for and approaches
to designing realistic expenditure programmes and selecting and ﬁnancing the
most cost-effective projects supported with public funds.
The Handbook is intended to provide policy-makers and managers of public
environmental expenditure programmes in EECCA and Central and Eastern
Europe with practical step-by-step guidance in the sound identiﬁcation,
appraisal, and ﬁnancing of priority environmental investment projects. Other
countries outside this region can also use the Handbook in strengthening their
domestic institutions. International organisations and donor agencies may also
ﬁnd the Handbook helpful in designing capacity-building programmes aimed
at improving public environmental expenditure management practices.
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Multi-Year Investment Planning Tool for
Municipalities

Surface Water Quality
Regulation in Moldova

Available for free at: www.oecd.org/env/ﬁnance

Policy Aspects of the Reform

A Multi-Year Investment Plan (MYIP) is a decision-making process involving a
trade-off to choose long-term, strategic investment alternatives that promise
the maximum ﬁnancial, social, environmental and other beneﬁts.
Capacity building in this area is part of a wider endeavour to support
the introduction of modern ﬁnancial planning techniques into EECCA
municipalities. Extending the planning horizon from one to several years has
been an important part of this exercise. Demonstration projects have served
as a basis for further dissemination and training.

Available for free at:
www.oecd.org/env/policy
Moldova’s existing system of surface water
quality standards (SWQSs) is still based
primarily on the approach established under
the Soviet Union and needs to be revised
in light of international best practices, striking a balance between what is
desirable from an environmental point of view and what is feasible from
a technical and economic standpoint. Following an analysis of the current
system and a number of international benchmarks, a proposal for an improved
SWQS system was developed. The purpose of this report is to analyse the
policy aspects of the implementation of the new proposed SWQS system;
elaborate recommendations for legal and institutional changes to introduce
this reform; and outline the key steps of the implementation process.
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Assuring Environmental
Compliance
A Toolkit for Building Better
Environmental Inspectorates in
Eastern Europe, Caucasus, and
Central Asia
Available for free at:
www.oecd.org/dataoecd/61/62/34499651.pdf
The Toolkit presents best international
practices to support improvements and help build the capacity of
environmental inspectorates in transition economies. Part One introduces
general aspects of compliance assurance from the perspective of policy
and regulatory development and human behaviour. Part Two focuses on
strategic management of inspectorates, providing insights into its elements,
such as problem analysis, strategy formulation, strategy implementation,
and management of personnel, ﬁnancial, and material resources. Part Three
analyses key tasks carried out by inspectors, such as proﬁling the regulated
community, promoting compliance through communication, choosing the
right type of inspection approaches, developing inspection programmes,
promoting self-monitoring systems, and providing non-compliance responses.
The basics of performance evaluation are also presented. Part Four describes
the organisation of on-site visits, from the planning of an inspection to the
reporting phase, and post-inspection activities. Throughout the Toolkit, case
studies, examples of internal guidelines, and checklists are presented.
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Integrated
Environmental
Permitting Guidelines
For countries of Eastern Europe,
Caucasus and Central Asia
Available for free at:
www.oecd.org/dataoecd/54/31/35056678.pdf
The Guidelines include strategic and
procedural guidance for environmental authorities in designing an effective
and transparent integrated permitting system for large industry while
simplifying the permitting regime for smaller polluters. The Guidelines focus
on the best OECD practices in permitting that could become targets for
relevant regulatory and institutional reforms in the EECCA region and other
transition or emerging economies.
A companion CD ROM “Training on Integrated Environmental Permitting in
EECCA” was designed based on the Guidelines, but also on case studies
addressing strategies for transition to integrated permitting in several EECCA
countries, and experience with setting up an integrated permitting system in
the new EU member countries under the European Union’s Directive 96/61/EC
on Integrated Pollution Prevention and Control (IPPC).
Based on the Guidelines, three case studies – for Ukraine (2004), Kyrgyzstan
(2005), and Georgia (2006) – were developed. These case studies analyse
the conditions and make recommendations for step-by step introduction of
an integrated environmental permitting system for speciﬁc manufacturing
sectors. They focus on such key aspects of designing the new permitting
system as the scope of regulated industry, institutional issues and a time
schedule of introducing the new system.
The case studies are available for free at:
• Ukraine: www.oecd.org/dataoecd/12/7/34566645.pdf
• Kyrgyz Republic: www.oecd.org/dataoecd/46/2/37123553.pdf
• Georgia: www.oecd.org/dataoecd/45/23/37123143.pdf

Environmental Policy

Guiding Principles
for Reform of
Environmental
Enforcement
Authorities
In Transition Economies of Eastern
Europe, Caucasus and Central Asia
Available for free at:
www.oecd.org/dataoecd/30/21/2511656.pdf
The Guiding Principles articulate the key features of an effective and efﬁcient
system for environmental enforcement and provide guidance to EECCA
countries and other transition economies seeking to reform their laws and
institutions. The Principles address a range of governmental structures
responsible for identifying, monitoring, preventing, and taking action to
correct non-compliance with environmental requirements. The Principles
also encourage national enforcement agencies to utilise guidance provided
by UNEP, UNECE, and other international organisations to improve their
compliance with and enforcement of Multinational Environmental Agreements.
Using the Guiding Principles as a reference, the environmental enforcement
authorities in Kyrgyzstan (2004) and Armenia (2005) were reviewed by
peers from OECD and EECCA countries. The recommendations of these peer
reviews suggest a number of short- and longer-term steps for reform of
domestic compliance assurance instruments, strategies, and institutions
in light of good international practice. They also seek to stimulate greater
accountability to the general public and international partners. These steps
are closely linked with, and support, the implementation of each country’s
strategic objective of adopting a good governance system. Similarly, in
2006-2007 expert analyses were conducted in Moldova, Russia, and Ukraine.
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Funding Environmental
Compliance Assurance
Lessons Learned from International
Experience
Available for free at:
www.oecd.org/dataoecd/51/57/35139082.pdf
Throughout the world, authorities responsible
for enforcing environmental regulations and
promoting compliance with environmental
requirements are operating in the context of ﬁnancial constraints. Very often,
environmental inspectorates are required to maintain, or even achieve higher
performance with fewer resources.
A number of OECD countries have introduced innovative approaches to
improve ﬁnancial management in enforcement programmes and problems
with funding enforcement programmes are not acute. On the contrary,
inspectorates in transition and developing countries, which face serious
budgetary constraints, have to scale down their operations due to lack of
funds. In many countries inspectors’ operations have been reduced to a
minimum; in some, compliance monitoring systems have collapsed. To
respond to this challenge, a comprehensive reform is required involving the
application of innovative approaches.
This report offers experiences, insights, and concerns, gathered through
a survey of selected OECD and transition economies, on developing
and applying funding policies and managing budgets of environmental
enforcement agencies. However, it may not always be practical to introduce
fully the approaches from OECD economies in poorer countries, where startup resources for building an environmental compliance assurance system are
scarce and institutional frameworks are weak. Therefore, the report provides
analyses and tailored guidance for the efforts of transition and emerging
economies to better assess and meet the costs of their compliance assurance
programmes.
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• Monitoring Environmental Expenditure in Eastern Europe,Caucasus and
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Available at: www.oecd.org/dataoecd/4/21/36468444.pdf
• Performance Review of the State Environmental Protection Fund of
Ukraine.
Available at: www.oecd.org/dataoecd/63/19/37724027.pdf

• Economic Aspects of Environmental Compliance Assurance: Introduction
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• Modernising Environmental Compliance Monitoring by Industrial
Operators in Kazakhstan: Policy recommendations.
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Task Force for the Implementation of the
Environmental Action Programme (EAP Task Force)
www.oecd.org/env/eap
The mission of the EAP Task Force is to facilitate and support environmental policy reform in the countries of Eastern Europe,
Caucasus and Central Asia (EECCA) by promoting the integration of environmental considerations into the processes of
economic, social and political reform and by upgrading institutional and human capacities for environmental management.
Established in 1993 as part of the “Environment for Europe” process, the EAP Task Force brings together policy-makers from
Central and Eastern Europe, EECCA and donor countries, international institutions and other stakeholders.
The Organisation for Economic Co-operation and Development (OECD) serves as its Secretariat.
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