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PREFACE 

The Diplomatic Conference, held in Helsinki, Finland on 9 April1992, adopted principles 
and strategy for the Baltic Sea Joint Comprehensive Environmental Action Programme 
(BSEP No. 48). In order to mobilize local, national, bilateral and international financial 
.resources for implem.entati9n of the Programme, the High Level Conference on Resource 
Mobilization was arranged upon the invitation by the Government of Poland in Gdansk, 
Poland on 24-25 March 1993. The Conference was held at ministerial level, in order to 
ascertain a concerted effort by states in the catchment area and various financial and other 
international institutions to provide necessary financial resources for the implementation of 
the Programme. 

This volume contains the presentations and statements of the Conference as well as the 
Gdansk Declaration, 1993, adopted by the Conference. 

The Conference further endorsed the principles, contained in a Background Paper, 
submitted to the Conference by the HELCOM Programme Implementation Task Force, to 
serve as guidelines for the Programme implementation, and which will be published in an 
other volume of the Proceedings (BSEP No. 49). 



THE BALTIC SEA 
JOINT COMPREHENSIVE ENVIRONMENTAL ACTION PROGRAMME 

HIGH LEVEL CONFERENCE ON RESOURCE MOBILIZATION 

•r . 
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' .. 

Gdansk, Poland 
24 - 25 March 1993 

Gdansk Declaration, 1993 

CONFERENCE SECRETARIAT 

Helsinki Commission 

v'J.o,. · .. . 
X . . 

I 
in cooperation with 

Ministry ' of ~nvironmental Protection, Natural Resources and Fqrestry 
· of the Republic of Poland 

and 
European Bank for Reconstruction and Development, European Investment Bank, 

Nordic Investment Bank and the World Bank 
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DECLARATION ON RESOURCE MOBILIZATION FOR THE BALTIC SEA JOINT 
COMPREHENSIVE ENVIRONMENTAL ACTION PROGRAMME, 1993 (GDANSK 

DECLARATION) 

Environment Ministers, and High Representatives of the Governments of 

Belarus, 
The Czech Republic, 
The Kingdom of Denmark, 
The Republic of Estonia, 
The Republic of Finland, 
The Federal Republic of Germany, 
The Republic of Latvia, 
The Republic of Lithuania, 
The Kingdom of Norway, 
The Republic of Poland, 
The Russian Federation, 
The Slovak Republic, 
The Kingdom of Sweden, 
The Ukraine; 

and the Representative of 
The Commission of the European Communities 

ASSEl\1BLED at the High Level Conference on Resource Mobilization for the Baltic Sea Joint 
Comprehensive Environmental Action Programme in Gdansk, Poland, on 24-25 March 1993, 

RECALLING the Baltic Sea Declaration of 3 September 1990, in which Heads of Governments 
and High Political Representatives of the Baltic Sea States, Norway and the Czech and Slovak 
Federal Republic and the Representative of the Commission of the European Communities 
expressed their firm determination to assure the ecological restoration of the Baltic Sea and for that 
purpose to prepare urgently a Joint Comprehensive Environmental Action Programme in the 

framework of the Helsinki Commission, 

RECOGNIZING the severeness of global and European environmental problems, and the seriously 

threatened ecological balance of the Baltic Sea, 

RECALLING the Baltic Sea Environmental Declaration, 1992, and the need for action and 

implementation of the Programme, 

NOTING with satisfaction the Baltic Sea Joint Comprehensive Environmental Action Programme, 
endorsed in principle by the Diplomatic Conference on the Protection of the Marine Environment 

of the Baltic Sea Area, April 1992, 

NOTING ALSO the role given to the Programme Implementation Task Force in coordinating, 
facilitating, advising and reporting on the implementation of the Baltic Sea Joint Comprehensive 
Environmental Action Programme, 
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NOTIN~ FURTHER the existing bilateral and multilateral agreements to support the States in 
the Baltic Sea catchment area with economies in transition , 

RECOGNIZING that the implementation of the Programme will ex_tend over decades, 

REAFFIRMING their determination to make all efforts to continue and accelerate implementation 
of the Programme, 

UNDERLINING that these efforts will initially focus on Phase I of the Programme, 

UNDERL~G ALSO that i~vestment activities will have to be complemented by policy reforms 
and strengthemng of the environmental management institutions, as well as increasing public 
awareness and environmental education ' 

RECALLING the common understanding that all States in the Baltic Sea catchment area on their 
own_ account take full responsiqility to meet the investment and operational costs needed to fulfill 
the implementation of the Programme, 

CONS_CIOU~ that ~ch State in the Baltic Sea catchment area has to decide on the necessary steps 
accordmg to Its national, political and economic situation, 

CONSCIOUS ~LSO .of the ~resent .difficul~ rosi.tion of the countries with formerly centrally 
planned economies which requrres active participation and support from the bilateral donors and 
international financial institutions, 

RECOGNIZING that countries in economic transition must commit themselves to undertake 
necessary investments, when appropriate, with participation by international financial institutions 
and the private sector, :. 

RE~OGNIZIN? A~O the need for grants from donor countries to establish the necessary basis 
for mvestments m environmental protection of the Baltic Sea catchment area ' 

RECOGNIZ~G .FURTHER that all participants to the Programme are equally committed to help 
remedy the s~t~atl?n and WILLING, in the spirit of partnership, to provide support for the 
resource mobthzatwn necessary for the implementation of the Programme, 

IIA VE AGREED TO 

1. 

2. 

3. 

MAKE ALL EFFORTS TO MOBILIZE local, national bilateral or multilateral 
financial an~ other resources for the implementation of the Programme, including 
grant financmg, 

EMPHASIZE that the scarcity of financial resources makes it necessary to adopt a 
phased approach to the implementation of many priority investment activities within 

_ ~~e Programme, 

STRESS the need to restrict the preparation of feasibility studies to those projects in 
the Programme where such studies are a prerequisite and where there are concrete 
possibilities to realize these projects , 
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4. 

5. 

6. 

RECOMMEND to create, wherever appropriate, mechanisms to support mobilization 
and efficient application of domestic resources such as the national environmental 
funds established in countries like the Czech Republic, Estonia, Poland and Russia, 

RECOMMEND that appropriate economic, market-oriented instruments should be 
used more systematically in order to reduce discharges into the Baltic Sea, 

RECOMMEND ALSO the introduction of equitable and efficient user charges, 
conditioned upon expanded metering of water and energy consumption, or 
charges/levies related to discharges, taking into account the ongoing work within the 
Organization for Economic Cooperation and Development (OECD) and the Nordic 
Council of Ministers, 

I 

7. EXAMINE the possibilities to use debt-for-environment-swaps as a way of financing 
projects in the environment and nature conservation sectors, 

8. 

9. 

10. 

CALL UPON international financial institutions to engage themselves in setting up 
arrangements for project financing including all approaches, such as co-operation with 
commercial financial institutions, integration of public grants and private investments 
and to apply the best possible conditions to loans, 

PROMOTE the combining of local, national, bilateral and multilateral financing to 
create more favorable conditions for implementing priority projects, 

ACKNOWLEDGE that grants, or other financial support, should, in coordination 
with the relevant international financial institutions, be made available as a basis for 
investments, inter alia, for feasibility studies or other project preparation activities 
in the recipient countries, and that, within the framework of the HELCOM 
Programme Implementation Task Force, appropriate means for that purpose should 
be considered, 

11. ENCOURAGE governments and other members of the HELCOM Programme 
Implementation Task Force to provide, within the Programme Implementation Task 
Force structures and on a voluntary basis, co-ordination responsibilities for particular 
parts of the Baltic Sea Joint Comprehensive Environmental Action Programme, 

12. RECOGNIZE the importance of the role of the private sector and to facilitate its 
participation in the Programme, 

13. 

14. 

EMPHASIZE the need to mobilize sufficient resources for equity investments to 
initiate to the extent possible self sustaining projects, 

CONSIDER the further use of governmental credit guarantees and counter guarantees 
to facilitate the financing of environmental projects with credits. 
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THE BALTIC SEA 
JOINT COMPREHENSIVE ENVIRONMENTAL ACTION PROGRAMME 

IDGH LEVEL CONFERENCE ON RESOURCE MOBILIZATION 

Gdansk, Poland 
24-25 March 1993 

PROVISIONAL AGENDA 

Background: 

In accordance with the decision made by the Diplomatic 
Conference on the Protection of the Marine Environment 
of the Baltic Sea Area (Helsinki, April 9, 1992) a High 
Level Conference on Resource Mobilization will be held 
on 24-25 March 1993 in Gdansk, Poland. The meeting 
will be field at the invitation of the Polish Minister of 

Environmental Protection, Natural Resources and Forestry 
and hosted by the City of Gdansk. 

Organizers of the Conference: 

Helsinki Commission 

in cooperation with 

Ministry of Environmental P.rotection, Natural Resources and Forestry. 
of the Republic of Poland 

and 

European Bank for Reconstruction and Development, European Investment Bank, 
Nordic Investment Bank and World Bank 
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24 MARCH 1993 - WEDNESDAY 

DAY 1 FINANCING PRIORITY ENVIRONMENTAL ACTIONS 

09.00- 09.15 

09. 15 - 09.45 

09.45 - 11.45 

Welcome 

Mayor of the City of Gdansk 

Introduction 

Part A: 

Representative of the Polish Ministry of 
Environmental Protection, Natural Resources and 
Forestry 

- Chairman of the Helsinki Commission, 
Mr. Fleming Otzen 

- Election of Chairman 

- Adoption of Agenda 

INTRODUCTION 

Session 1 Overview of the Baltic Sea Joint Comprehensive 
Environmental Action Programme and Synopsis of 
the Conference Background Document 

Part B: 

- Chairman of the Programme Implementation 
Task Force, Mr. Gote Svenson 

ACTIONS TO MOBILIZE PROGRAMME 
RESOURCES 

Session 2 Financing the Baltic Sea Joint Comprehensive 
Environmental Action Programme: Constraints 
and Issues 

Moderator: Mr. Tomasz Zylicz 

Constraints and Opportunities for Mobilization of 
Finances for the Programme 

• Overview Presentation 
- Mr. Peter Laurson 

6 

11.45 - 12. 15 

12. 15 - 14.00 

·Break 

Part C: 

Equity Financing. Private Sector Financing and Loan 
Risk Guarantees 

• Equity Financing 
- representative of NEFCO, 

Mr. Harro Pitkanen 

• Private Sector Financing 
- representative of a commercial bank 

Mr. M. Grendowicz, ING Bank, Warsaw 

• Loan Risk Guarantees 
- representative of export guarantee organizations 

Mr. Eero Timonen, Finnish Guarantee Board 

• Comments by Moderator, comment papers by the 
Participants and discussion 

ACTIONS TO EFFECTIVELY USE 
PROGRAMME RESOURCES 

Session 3 Financing Control of Point Source Pollution: 
Issues, Case Studies and Discussion 

~~derator: Mr. Andrzez Czyi 

• Presentation on activities of the Nordic Investment 
Bank 
- Mr. Klas Ringskog 

• Presentation on activities of the European Bank 
for Reconstruction and Development 
- Mr. George Toregas 

• Presentation on activities by KtW; Environmental 
Policy in the Federal Republic of Germany 
- Mr. Werner Passing 

• Presentation on activities of the European 
Investment Bank 
- Mr. Patrick Walsh 

• . Presentation on activities of the World Bank 
- Mr. Walter Stottmann 

• Presentation on a regional study in the pulp and 
paper sector supported by Finland 
- Mr. Olli Ojala and Mr. Timo MakeHi 
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14.00- 15.30 

15.30- 17.00 

17.00- 17.30 

17.30- 18.00 

( 20.00 -

Lunch 

• Comments by Moderator, comment papers by the 
Participants and discussion 

Session 4 Control of Non-Point Sources: Actions to Reduce 
Agricultural Runoff and to Conserve Wetlands 
and Coastal Lagoons 

Moderator: Mr. Piotr Krzyzanowski 

Break 

PartD: 

• Joint US-Poland Agricultural Run-off Programme 
- Mr. Stanley R. Johnson 

• Joint Sweden-Estonia, Latvia and Lithuania 
Agricultural Run-off Study 
- Mr. Goran Carlson 

• Joint Denmark-Lithuania Agricultural Management 
Study 
- Mr. Mogens Fosgerau 

• Coastal Lagoons and Wetlands 
- representative of World Wide Fund for Nature 

Mr. Berti! Hager hall 

• Public awareness and environmental education 
- representative of Coalition Clean Baltic 

Mr. Gunnar Noren 

• Comments by Moderator, comment papers by the 
Participants and discussion 

SUMMARY 

Session 5 Summary 

Chairman of the Programme Implementation Task 
Force, Mr. Gote Svenson 

Ministerial Dinner) 
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25 MARCH 1993 - THURSDAY 

DAY2 HIGH LEVEL CONFERENCE ON RESOURCE MOBILIZATION 

09.00- 09.15 

09.15 - 10.15 

10.15 - 11.15 

11.15- 11.45 

11.45 - 13.30 

13.30 - 15.00 
• 4 • ~ 

15.00 - 16.00 

2 432490T 

Welcome 

- Minister of Environmental Protection, Natural 
Resources and Forestry, Republic of Poland, 
Mr. Zygmunt Hortmanowicz 

Introduction 

Session 6 

Session 7 

. .. 

Break 

- Chairman of the Helsinki Commission, 
Mr. Fleming Otzen 

Election of Chairman 

Adoption of Agenda 

Introduction of the Draft Declaration and Brief 
Reports from the Chairman of the HELCOM 
PITF, and Moderators on Sessions 2, 3 and 4 

Brief Statements from Participating Governments 
and Organizations 

• Participating Governments 

• International Financial Institutions 

• Intergovernmental Organizations 

• NGOs 

• Discussion 

Session 7 Brief Statements from Participating Governments 
and Organizations (continued) 

~ Lunch 

Adoption of the Declaration 

Press Conference 
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HIGH LEVEL CONFERENCE ON RESOURCE MOBILIZATION 
The Baltic Sea Joint Comprehensive 
Environmental Action Programme 

Gdansk, Poland 
24-25 March 1993 

INTRODUCTORY WORDS 
Mr. Fleming Otzen 

Chairman of the Helsinki Commission 

on Wednesday, 24 March 1993 

Mr. Governor, Vice Minister, distinguished Delegates, Ladies and Gentlemen, 

I am most pleased for having been given the opportunity on b:~alf. of th~ Helsi~ki 
Commission to address this High Level Conference on Resource Mobihzat10n at Its openmg 
session. 

The initiative to the Conference was taken by the Polish Minister for Environmental 
Protection Natural Resources and Forestry at the Diplomatic Conference on the Protection 
of the Marlne Environment of the Baltic Sea Area, held in Helsinki on 9th of April last 
year. 

Less than a year for the preparation of a High Level Confere~ce is ind~ a very short ti~e~ 
and I thank the Polish Ministry of the Environment and Its secretariat to the Helsmki 
Convention, the HELCOM PITF and the HELCOM Secretariat for having made it possible 
for us to meet here in Gdansk. 

The Baltic Sea Joint Comprehensive Environmental Action Programme, adopted in ~rincip~e 
by the Ministers at the Diplomatic Conference, is the main reason for convemng th1s 
Conference. 

It is an ambitious programme and its implementation is a costly and long-lasting process. 
Furthermore, it is a living programme that needs adjustments according to future p~ogress 
in technology and science, as well as the financing capabilities for the programme wlll have 
to be taken into consideration. 

The total cost for the implementation of the Programme amounts to 18 billion ECU with a 
time horizon of decades. The implementation of the programme for only the hot spots 
amounts to almost 10 billion ECU. 
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Even if the implementation of the Programme will extend over decades one cannot expect 
that the financial capabilities of the region will be sufficient to finance solely the 
implementation and it is, therefore, of utmost importance that resources also from outside 
the region should be mobilized. 

This Conference is the first major effort to make the Programme known to an audience that 
also represents potential actors in the Programme from outside the Baltic region, and it is 
encouraging to see that so many of these actors are present here today. 

It is my hope that this Conference through its participants will start a kind of chain reaction 
outside as well as inside the region to make the Programme known more widely. 

The Helsinki Commission considers the implementation of the Programme of utmost 
importance in sofar as its main objective is to restore the Baltic Sea to a sound ecological 
balance. 

The Programme and the 1992 Baltic Sea Declaration involve also other states than the Baltic 
Coastal States in the Baltic Sea restoration process, and it goes without saying that the 
Helsinki Commission ·welcomes the participation of the catchment area states in the 
restoration process. 

The participation of the four international financial institutions in the Programme has brought 
new dimensions to the work of the Commission - the financial aspects in environmental 
protection which have been overlooked in the past mainly due to political difficulties in 
addressing this issue. 

Observer organizations of the Helsinki Commission - intergovernmental as well as non
governmental organizations - have participated actively in the preparation of the Programme 
and we welcome this participation also in the implementation process. 

' ... 

Despite these positive aspects one must, however, recognize the negative trends in the 
financial situation that many countries have experienced in the years following the Ronneby 
Conference and, one can add, are still experiencing. 

It is, however, my hope that commitments will be made by those participating in the Gdansk 
Conference to implement the Baltic Sea Joint Comprehensive Environmental Action 
Programme. 

I am also convinced that this Conference will act as an incentive for potential investors 
within the Baltic Region as well as outside the region to join the efforts of restoring the 
ecological balance of the Baltic Sea. 

Thank you! 

., 
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HIGH LEVEL CONFERENCE ON RESOURCE MOBILIZATION 
The Baltic Sea Joint Comprehensive 
Environmental Action Programme 

Gdansk, Poland 
24-25 March 1993 

Minister Hortmanowicz, 

INTRODUCTORY STATEMENT 

Mr. Fleming Otzen 
Chairman of the Helsinki Commission 

Thursday, 25 March 1993 

Ministers, distinguished Delegates, Ladies and Gentlemen, 

I am most honoured to have been given the opportunity on behalf of the Helsinki 
Commission to address this very distinguished audience. 

As regards to the Helsinki Commission it could be stated that despite the prevailing political 
east-west differences in the start of the Commission's life the endeavours within HELCOM 
to protect the marine environment of the Baltic Sea was one of the first major topics, on 
which the Baltic Sea States demonstrated a willingness for co-operation. It was thus not by 
accident that the work of the Helsinki Commission became a working example of CSCE 
efforts. 

A manifestation of this willingness is the 1988 HELCOM Ministerial Declaration, in which 
the ministers responsible for the environmental protection in the Baltic Sea States declared 
their firm determination to take quite a range of far-reaching measures, e.g. , to reduce the 
load of pollution in the order of 50 per cent of the substances most harmful to the ecosystem 
of the Baltic Sea as soon as possible, but not later than 1995. 

Taking into consideration the serious environmental problems in the Baltic region and the 
urgent need for a drastic reduction of the pollution load on the Baltic Sea, the Prime 
Ministers of Poland and Sweden invited their colleagues from the other states in the 
catchment area of the Baltic Sea as well as representatives of the Commission of the 
European Communities and of the four multilateral financial institutions to a conference in 
Ronneby, Sweden, in September 1990. 

The outcome of the Conference was the 1990 Baltic Sea Declaration according to which a 
Joint Comprehensive Programme should be elaborated to reduce emissions and to restore the 
Baltic Sea to a sound ecological balance. 

One could say that this Declaration clearly signalled the positive political changes we were 
to experience in the years that followed. 
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Another positive signal emerges from the Diplomatic Conference on the Protection of the 
Marine Environment of the Baltic Sea Area, which was held in Helsinki on 9 April 1992. 
At this Conference a new modernised Convention was signed and, furthermore, the Baltic 
Environmental Declaration was adopted, thereby securing that the work of the former Task 
Force could be continued by a new Programme Implementation task Force. 

One should note that ministers have been present in all the major events I have mentioned, 
and my conclusion is that when ministers are present substantial things happen for the benefit 
of the Baltic as well as for the work of the Helsinki Commission. 

I note with satisfaction that ministers are present also today. Thus it is my sincere wish that 
the positive tradition from the earlier ministerial meetings will continue also at this High 
Level Conference as well as during the 15th meeting of the Helsinki Commission in March 
1994 which will be held at ministerial level. 

Thank you. 

. .. 

13 



STATEMENT OF THE CZECH DELEGATION 

Mr Chairman, 
Ladies and Gentlemen, 

The Czech and Slovak Federal Republic has taken an active role in the preparation and creation 
of the Baltic Sea Joint Comprehensive Environmental Action Programme. 

The Czech Republic, as one of the successors of the former federal state, reaffirms it's full 
commitment to the Programme and it's willingness to accomplish the tasks for the Republic that 
result from the Programme. 

For this it will not only use it 's participation in the HELCOM PITF but also the International 
Commission for Protection of the Oder which is currently being prepared and will soon be 
accomplished. 

The Czech Republic declares that at present some important measures for pollution reduction 
or prevention are being taken in the Oder Basin. 

In addition, the conversion of heavy industry in the Ostrava -Karvina area contributes greatly 
to the pollution decrease in the Oder River. 

The Czech Delegation also wishes to mention that the Project Oder, a comprehensive regional 
environmental study, is being prepared. It will give priority to the instruments for radical 
reduction of pollution discharges. 

The Czech Republic is not only prepared to use existing legal and economic instruments but to 
amend the Water Law in order to achieve more efficient tools for environmental protection. The 
Czech Republic must unfortunately recognize it' s difficult economic situation which was recently 
deepened by the· division of the state and which does not allow a faster tempo of actions. 

Finally, the Czech Republic declares that it is prepared to take part in actions aimed at the 
environmental protection of the Baltic Sea and also is willing to sign the declaration which will 
result from today' s conference. 

Mr. Petr Gandalovic 
Deputy Minister of the Environment of the Czech Republic 

Gdansk, 25 March 1993 
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MILJ0MINISTERIET 

Departementet 
4. kontor 

April 5, 1 993 

~.nr. o 801-0336 

EW/ 

Speech by The Danish Minister for the Environment Svend Auken in 

Gdansk on March 25, 1993. 

Mr. Chairman, colleagues, ladies and gentlemen. 

Let me begin by congratulating our chairman, minister Zygmunt 
Hortrnanowitz, with the excellent arrangement and hosting of this 
Gdansk High Level_ Conference. 

I 

The reason for our meeting here today is just outside this room. 
We are all aware of the severe situation in the Baltic Sea. 

The Helsinki Commission recently turned 20, and I am sorry having 

to admit that although a lot of work has been done, the condition 
of the Baltic Sea has not improved within this period. 

I am very pleased ~ndeed with the Gdansk declaration which we 
' 

will adopt today. It shows that all assembled here have the best 

intentions concerning the Baltic Sea. But we must not forget that 

for the time being the declaration is only words on a piece of 

paper. We all must share the responsibility of putting these 

words into action. 

Without money there will be no solution of the Baltic Sea ' s 

problems. At the moment there are not enough funds for the needed 

feasibility studies. 

It is essential, Mr. Chairman, that we - in our future common 

work to improve , the conditions of the Baltic Sea -understand 
. l 

that it is ne9e~sary to start out by using our scarce resources 
in such way that we achieve .a maximum of effect by a'· minimum of 

. . . ' .• \ 

effort. In my opinion we should concentrate our efforts to such 

areas. As an example of this I could mention that water-saving is 

a preconditi on f or the investment in treatment plants. 
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The most important issue, Mr. Chairman, is however, that if we 

want to s ucceed in our efforts to save the Baltic Sea, it is 

issential that we all recognize our responsibility and obligation 

to take our share of the necessary effort. 

This goes without saying for the Western countries who are in a 

more favourable economic situation than the Eastern and Central 
European countries. That fact should be reflected in our 

willingness to participate in the cost of cleaning up the Baltic 
Sea. No one can afford to back out. 

It is clear to me, that from the point of view of protecting the 

environment, one dollar spent on cleaning the Baltic Sea may well 

be better spent in the Central and Eastern European countries 

than in the Western countries. 

I am pleased to be able to announce today, that Denmark will give 

30 mio. D.kr ., equivalent to almost 5 mio. US.$ to the action 

plan to be used for feasibility studies. Furthermore, it is 
Denmark's aim by the year 2000 to spend 1/2 % of our BNP more 

than the 1% we already provide for development aid specifically 

to protect the global environment and for the purpose of disaster 

relief. 

At the end of the day the polluter must carry the burden. It is 

understandable that in a period of transition with economic 

difficulties facing the Eastern and Central European countries 

and with the demand for financing which the countries also 

require, there are reluctance to invest heavily in environmental 

measures. 

If we are to succeed, Mr. Chairman, everybody must share the 

burden. Also the countries in transition. 

This turns our attention to the financial institutions and 
development banks, who are also represented at this conference. 

We do not expect the financial institutes to take on the burden 

of investment all on their own, but we do expect them to take 

part in financing on best possible terms. 
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After the R0nneby conference in 1990, we all had great 

expectations as to what the banks could offer - especially the 
European development banks - and I must say, Mr. Chairman, so far 

I am not impressed with the willingness and capability of the 

international banks. 

Nothing will happen if the loans are only provided on market 

terms , that is with western guaranties and market level interests 
and high consultants fees to the banks. 

May I remind you that the development banks do exist for the very 

same reason, namely to provide loans for projects which are not 

profitable seen from a strict commercial point of view. The banks 

~ill have to prQvid~ soft loans for this programme . Only by doing 
so they ···can help to increase investments in environmental 

improvement. 

During this conference the banks have implied that it i s 

impossible according to bank regulations. - Well, then we must 

change the regulations. The different countries represented in 

the different boards must see to it, that this is changed - and 

changed as soon as possible. It is our responsibility. But it is 

a lso the banks O"t.Yll responsibility to promote the necessary .. 
ad justments. 

The concept of joint responsibility is ref lected in the draft 

declaration from this meeting. 

By accepti ng the declaration we also accept our responsibility 

and this, Mr. Chairman, is in my opinion an important step on a 

long and difficult road towards the restoration of the Baltic 

Sea . 

Thank you Mr. Chairman. 
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Statement by the Head of the Delegation of the Republic of 
Estonia, Mr. Andres Tarand, Minister of the Environment. 

Mr. Chairman, Ladies and Gentleme n, 

I have the honor to extent to you the best regards on behalf of 
Estonian delegation and Government. 

At first I should· ·express the point of view of our Government 
that regional cooperation of the Baltic Sea nations is a central 
matter in our foreign policy which is based on the general idea 
of regionalism (so called overlapping regions in the structure 
of .unified Europe} as much as on the high priority of 
env1ronmental issues of the Baltic Sea in this cooperation. 

The process initiated by Prime Ministers of Poland and sweden in 
Ronneby, 2-3 September 1990, is proceeding s uccessfully. In the 
Baltic Sea region important political changes have been taken 
place during last years . These positive changes have considerably 
promoted carrying out pre-feasibility studies and the elaboration 
of t h e Baltic Sea Joint Comprehensive Environmental Act ion 
Programme. 

I would like to take t his opportunity to thank all countries . . ' 
organ1zat1o~s and ban~s, .who fi nanced and helped to carry through 
needed s tud1es for po1nt1ng out hot spots and est i mating the cost 
a nd strategy for f u t ure activities. 

According to the Baltic Sea Joint Comprehensive Action Programme 
th~re.were pointed twe lve hot spots in Eston i a , among t hem four 
pr1or1ty hot spots. We can say , that quite a lot ha s been done 
for solving t he environmenta l problems connect ed with above
m~ntioned hot spots. For several hot spots (Tallinn, Kohtla
Jarv~, .N~rva, Haa~salu, agricultural run-off) there are go ing on 
f~as~b1 l 1ty ~tud1es or pilot projects in cooperat ion with 
F1nn1sh, Swed1sh and Danish e xperts . All authorities responsible 
for hot spot s have e xpressed the ir interest in taking part of 
HELCOM PITF work. 

At the same time we have to recognize to ourselves t h at the 
progress in the fie l d of environme nta l protection in Estonia has 
not been as rapid as we should wanted . The main reasons t h at h ave 
put the brake~ on ~ur env ironmenta l protection deve lopment are 
sho:t~ge of.f1nanc1a l resources, reorganizations a nd changes in 
~dm1n1strat~on, both in governmental and local levels, and l ag 
1n elabor at1on of new l egi slation . 

Just now we ~rX to get the acceptation in t he parliament of a 
framework <:1ec~s1on of the s ustainable development which gives t he 
lease to 1nf1ltrate long-term environment protect i on aims to 
every field of economy. 
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In spite of a quite difficult socio-economic situation in Estonia 
we are still looking hopefully into the future of environmental 
prot ect i on and possibilities of reduction of the pollution load 
to the Balt i c Sea from Estonia . The main reasons that are 
promising to make progress in this field are following: 

The privatization and municipal ization processes as well as 
r eform of ownership and l a nd reform are s upposed to be 
mainly completed dur ing this year . 

The Water Act with necessary statutory orders will be 
accepted by Estonian Parliament in 1993 . 

The Act about real and personal estate will be accepted by 
parliament in near future. This Act will give necessary 
guarantee for banks and other creditors for investments 
also into the environmental protection facilities. 

The reform of Estonian Government is practically completed 
already and , problems connected with reform of local 
authori'ties are supposed to be solved this year. 

The elaboration of the Baltic Sea Joint Comprehensive 
Action Programme and establishment of new body in the 
framework of the Helsinki Commiss i on HELCOM Programme 
Implementation Task Force and organization of this 
con ference give us hope, t ha t we could manage with the 
most difficult side of the problem, I mean the problem of 
financing. 

. .. 
On behalf of Estonian delegation I wou l d also like to thank the 
organizers of this conference Secretar i at of Helsinki 
Commission, Ministry of Environmental Protection, Natural 
Resources and Forestry of the Republic of Poland, City of Gdansk 
a nd Banks - , because I really hope that we have made some 
progress in protection of Balt i c Sea during these days. 

Thank you for your attention, 

Andres Tarand 
Minister of the Environment 
of the Republic of Estonia 
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HIGH LEVEL CONFERENCE ON RESOURCE MOBILIZATION 
Gdansk, Poland, 24-25 March 1993 

Statement by Ms. Sirpa Pietikainen 
Minister of the Environment of Finland 

The implementation of the Baltic Sea Joint Comprehensive 
Environmental Action Programme is a long-term programme aimed 
at both preventive actions for a sustainable utilization of the 
Baltic Sea region and at curative actions in order to reduce 
point source as well a diffuse source pollution. 

The Programme will strengthen the environmental management 
framework in each country, including environmental policy and 
legislation as well as a system of economic incentives. It 
will also give better possibilities to finance environmental 
investments. It helps all countries and institutions to focus 
these efforts and resources in a more effective way. At the 
same time simultaneous and overlapping work can be avoided 
through the transparency created by the programme. 

One of the most difficult tasks will be to find the funding 
sources for the investments. On the one hand the countries in 
which the investments take place will have to cover a 
considerable part of the investments including local work and 
services. On the other hand there will be a need for foreign 
investment and financing. 

In the Baltic Sea Environmental Declaration of 1992 it was 
agreed to pay attention to mobilizing local , national, bilateral 
and international resources for implementation of the programme. 
It was also agreed to request the continued partnership of the 
European Bank for Reconstruction and Development, European 
Investment Bank, Nordic Investment Bank and the World Bank to 
facilitate the implementation of the Programme. 

We are of course conscious of the present difficult economic 
situation in the countries in transition. The formerly 
centrally planned economies are going through substantial 
economic restructuring which in a short-term perspective is 
restricting their possibilities of financing large investments. 

It is evident that a considerable part of the funds must come 
from foreign sources. It has been recognized that the need for 
grants from donor countries is important. The Government of 
Finland has in the years 1991-93 allocated budgeted funds for 
environmental co-operation in Eastern and Central Europe to the 
total amount of approximately 200 million FIM (approximately 30 
million ECU). The funds have mainly been used for grants to 
minor investment projects in the border regions of Russia and 
in the Baltic States, especially in Estonia, as well as in 
Poland. 
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In co-operation with our partners in Karelia and the St Peters
burg region in Russia and in Estonia a Priority Action Programme 
with 16 priority projects has been launched. During the first 
two years of this Programme funds have been used for 29 
investment and over 100 technical assistance and training 
projects related to this programme. 

The investment projects are carried out on the basis of 
commercial contracts between companies and plants concerned. 
The projects are primarily funded locally and implemented 
using mainly local labour. The Finnish Government may provide 
grants generally up to a maximum of 50 per cent of foreign 
currency costs. The share of the local partner in both local 
and foreign currency has mainly been financed with earnings of 
the company or plant in question. In most cases barter deals 
have been used for financing foreign currency costs but also 
funds from governmental and municipal budgets have been used. 

Among projects under implementation sulphur dioxide and dust 
:r:emoval in the · K.ostamuksha mining combinate in Karelia, 
desulphurization projects in the Narva and Iru Power Plants in 
Estonia and improvement of the waste water treatment plant in 
Tallinn can be mentioned. 

Taking into account the magnitude of the identified investments 
it is evident that in the future a large part of the financing 
resources must come from international financial institutions. 
The role of donor countries will be one of promoting investment 
activities and when possible - softening credits from 
domestic and international financial institutions. 

Because this financing is mainly in the form of credits, it 
will be of utmost . importance to solve the problem of counter 
guarantees. It wiil also be important to create mechanisms to 
mobilize local resources such as environmental funds, adoption 
of realistic user charges as well as promoting environmental 
equipment deliveries and barter deals through favourable customs 
and taxation regulation. 

In the Draft Gdansk Decl aration National Environmental Funds 
are referred to. Therefore, a few words about financing 
mechanisms used in Finland are added. In our economy we have 
been able to finance the environmental investments without a 
general Environmental Fund. Municipalities often use funds 
created through their own budgets in order to distribute t he 
costs of major investments, e.g. in sewage treatment plants, 
over several years. A very beneficial fund in Finland has been 
the Oil Pollution Combatting Fund originally aimed at 
compensating the third parties in oil pollution casualties and 
later on used 'more 1 and more for investments in combatting 
vessels and equipment. The capital of the Fund originates from 
an ear-marked· fee on imported oil and oil products. · 

Finally, Mr. Chairman, attention of all Delegations is drawn t o 
t he Conference "Environment for Europe" which will soon take 
place in Lucerne, Switzerland . It is suggested that the Lucerne 
Conference be made aware of our comprehensive and concrete 
Action Plan as well as of the Gdansk Declaration. 
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STATEMENT 

by Dr . Be rtram Wieczorek 
Parliamentary State Secre tary 

for 

the Federa l Minis t e r for t he Envir onment , 
Nature Conservation and Nuclear Saf e ty 

Prof. Dr. Klaus Topfer 

a t the High Le ve l Confe rence on Resour ce Mobiliza tion 

Gdansk, Pol a nd 
24-25 Ma r c h 1993 
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(Mr . Chairman, Excellencies , Ladies and Gentlemen) 

Thank you very much for having invi ted me to take part i n 

this High Level Conference on Resource Mobilizati on . Thi s 

Confer ence marks an importan t step forward in our efforts 

to ensur e that all of us involved proceed in an e fficient , 

coordinated way and provides impetus for the imrlementa

tion of the Lnter.national Baltic Sea Action Programme . 

The recession now being felt in all the countries of the 

Bal t i c Sea and the conside~able financial burden plac ed on 

us as a resul t of past mistakes in envi ronmental protec

t ion mean we must approach t he implementation of t he 

Bal t i c Sea Action Programme with r eaiism, a sense o f pro

·po,rtion· and a degree of flexibil i ty; we mus t a l so be ready 

to make ·new depar tures . I thus wel6ome the basic direction 

the .impl ementation programme 'is taki ng with centr e stage 

given to a step-by-step approach. concentrating on part icu

l arly serious problems , while promoting the involvement .of 

·interna t ional financing institutions and a whole range o f 

ac6ompanying measures d~signed to ~trengthen ·national eco

nomies. 

For i t s part, the · Federal Republic of Germany is.making a 

tremendous effort to effect the clean- up o f the Baitic Sea 

cat chment area , i n parti cul ar in the new Federal Lander~ 

as quickly as possible . This clearly shows that in Germa~y 

too clean-up on the basis of public funding alone goes far 
\ 

. . I . 

beyond t h e bounds of the resour ces that are actually 
' \ 

available . 
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A feasibility · study commissioned by the Federal Government 

shows that we do now expect to meet the objective contain

ed in the Ronneby declaration of a 50% reduction in over

all inputs of BSB5, P and N between 1987 and 1995; this 

means however that our 1991 financial estimate of 700 

million deutschmarks required to cover the costs of clean

up of seven "h~t spots" ··is nowhere · near the true figure of 

probably double that amount. The total cost of building 

municipal waste water treatment plants .and sew~age net

works is estimated at between 4 and 6 billion marks. 

We take the responsibility we bear for our contribution to 

the implementation of the programme very seriously. None

theless, however, we also intend to maintain the support 

we are giving to our partners in the eastern Baltic Sea 

area within the framework of the many forms of bilateral 

and multilater~l cooperation in which we are engaged - be 

this in the Helsinki Commission or as a result of our in

volvement in the EC's PHARE and TACIS programmes or be it 

in the practical application of the numerous bilateral 

agreements we have reached with our eastern n eighbours. 

I should like for example to mention the joint German

Polish initiative to build a German-standard waste water 

treatment plant to deal with the sewage of -around 150,000 

people in Swinoujscie. It is expected that this treatment 

plant will be completed by the end of 1995. The Federa~ · 

Republic of Germany is contributing 20 million deutsch

marks to this scheme and would also like to connect three 
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German seaside resorts with a population of 35,000 to the 

waste water treatment plant. 

In the c~untries in transi'tion in particular, the ongoing 

process of reconstruction and the structural changes this 

will entail should be incorporated into a stategy to 

achieve a.comprehensive solution to the environmental 

problems to be .faced. Any outside aid, whether from far

reaching credit programmes from international banks or 

from public funding, can only offer support initially; the 

crucial factor will be whether in spite of all difficul

ties, the countries of central and eastern Europe at 

present in a state of reconstruction will, in the medium 

to long term, succeed in embracing the mechanics of an 

ecological market economy which also offers them the 

chance of securing their own place in global competition . . 
This is the only way national economies will be able to 

develop the resources that are required on their own. 

Today , technological aspects, such as investments in more 

efficient , environmentally sound technologies are accom

panied by a new realisation of the need to work towards an 

economic system tha~ is sustainable and compatible with 

e nvironmental needs. In other words, the structural change 

required must be geared towards the environment. If envi-
. . 

ronmental awareness is raised, the ~chances of environmen-

t a l protection entering into play in the investments being 

made are good. It is impossible here to exaggerate the 

importance of • init~atives undertaken by environmental 

action groups \ to promote environmental awareness in the 

c oun.tries of the Baltic Sea. 
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The Baltic Sea will only survive if sustainable eponomic 

structures are created alongside an effective administra

tion. It w~ll only survive if we put some thought into how 

economic instruments are used. In 1992, the Federal 

Government set in motion a consultation programme to offer 

the countries of the eastern Baltic a broad spectrum of 

possible modes of cooperation . This programme lays parti-
1 

cular emphasis on legal and administrative advice and 

takes the form . of seminars, expert talks, the secondment 

of staff to environmental administrative bodies and visits 

to Germany by experts from abroad. We are very much ready 

to share the experiences we have gained with environmental 

clean-up, not least in the eastern Lander. 
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STATEMENT 

at the High Level Conference on Resource Mobilization 
to implement The Baltic Sea Joint Comprehensive Environmental Action Programme 

in Gdansk, Poland on 25 March 1993 

by Mr. Indulis Emsis, Republic of Latvia 

Your Excellencies, Ladies and Gentlemen, 

I would like to begin by expressing profound gratitude to the 
Ministry of Environmental Protection, Natural Resources a nd 
Forestry ot. the hepublic of Poland and the Helsinki Commission for 
the opportunity to take part in this Conference. 

With great satisfaction, I would like to stress that Latvia 
welcomes all activities concerning successful implementation of 
the Baltic Sea Environmental Action Programme. Despite the current 
economic and social difficulties we are experiencing during this 
transitional period, my country will mobilize our limited 
resources for the national "hot spots" listed in the Environmental 
Programme. In 1993, state and local authorities and employers will 
proceed with the financing of significant environmental projects, 
taking into account the priorities of the Baltic Sea Environmental 
Programme . 

Restoring the 
c ountry's first 
o f advancing a 
process should 
deve lopment. 

. .. 
sovereignty of the Republic of Latvia is my 
priority, and only then can we begin the process 
national market economy. I n my opinion , t his 
occur using the principles of sustainable 

Your Excellencies, Ladies and Gentleman, while observing t he 
course of events in Latvia and possibly having some effect o n 
Lheir outcome, I remain an optimist a nd believe that sustainable 
developme nt is possible for Latvia . For s uccessful sustainable 
deve l opment, several prerequisites are necessary. First of all, 
t.he introduction of technologies and programs which promot e 
< nvironmental protection and energy conservation depends on the 
I cvel of international cooperation and support. In the case of 
I.a tvia , I would like to express my gratitude to the governments 
tnd parliaments of Sweden, Denmark, Finland, Germany, and Holland 
for their significant and generous s upport which Lativa has 
tlready received i n lthe area of Environmental Protection as a 
10sult of bilateral cooperation . 
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Endeavors for sustainable development in this day and age need to 
be realized within the shortest possible period. In other words, 
our main enemy is time. Fifty years of occupation under a 
totalitarian regime have distorted environmental consciousness and 
destroyed our economy. It is hardly imaginable that we can resolve 
this crisis without international support. At the same time, much 
work needs to be done for the implementation of sustainable 
development strategies. Concrete and constructive steps need to be 
taken to make these ideas popular and to mobilize national 
resources for the Baltic Sea Environment Programme. Also, there is 
a need to improve environmental , political, economic, and social 
instruments and to increase the level of environmental awareness 
through education. All of these probl ems can be realized only in a 
free a nd democratic state. 

The Delegation of Latvia considers that work done after the 
acceptance of the Baltic Sea Declaration of 3 September, 1990, is 
constructively directed, and that today, it is just as important 
to turn the words we speak here into constructive future action. 
The peoples in the states surrounding the Baltic Sea Area must 
come to a common decision - to restore the ecological health of 
the Bal tic Sea. Each state must take full responsibility for both 
its contribution to the pollution problems and for its share in 
reviving the Baltic Sea. 

The Delegation of Latvia expresses its support of the Gdansk 
Declaration project. I hope we can succeed in the implementation 
of this joint-programme. 

Thank you for your attention. 
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Environmental Protection Department 

Lithuania 

IMPLEMENTATION OF BALTIC SEA JOINT COMPREHENSIVE ENVIRONMENTAL 

ACTION PROORAM:ME IN Lm-IUANIA 

Statement by E.Vebra, Director General of Lithuanian EPD, High Level Conference on Resource 

Mobilization, Gdansk, Poland, 24 - 25 March 1993 

..· 
On November 1992, Lithuania, as a full member of the HELCOM, took part in the Diplomatic 

Conference for the first time. 15 points as major sources of contamination in Lithuania were 

confirmed in the Baltic Sea Joint Comprehensive Environmental Action Programme at this 

conference. The extinction of these hot spots, i.e. the implementation of the Programme is 

conditioned by the possibilities to give both internal and external assistance. This financing in 

Lithuania as well as in the other Baltic countries greatly depends on the economical situation. 

Within the limits set by the political environment, the Government's fiscal, monetary, industrial 

nnd labour market policies have contributed significantly to realizing the initial stages of the 

transformation to a market economy. 

In spite of the measures taken, inflation rates are high, real incomes have dropped significantly 

(un estimated 300Al in 1992 by International Monetary Fund ) and industrial output has declined 

dramatically (by as much as 45% according to Government and World Bank estimates). The 

C iovcrnment will have difficulties sustaining the present, relatively rapid pace of reform, without 

1111bstantial assistance from the international donor community. 

I >uc to such economical situation we find ourselves in a vicious circle: we can't improve the 

• tuation in environmental protection as much as we want because of the shortage of money; we 

l •lllnot get the necessary money because at the moment the Government is unable to give the 
I 

111 t)tity to this field. In fact, ode cannot get the money because one has no money. 
\ 
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Nevertheless. the Government is very aware of the urgency of environmental measures and. 

having in mind the importance of sustainable development. has identified a number of priority 

areas in this field. 

The financing of capital investments for the improvement of water quality from the State budget 

was confirmed by the Decision of the Supreme Council of the Republic of Lithuania "On 

Implementation and Financing of Environmental Protection Programmes in 1992". According to 

this document the construction of Vilnius, Kaunas, Klaipeda, Siauliai and Palanga waste water 

treatment plants is of state significance. So they are of the highest priority in Lithuania. As all 

Lithuanian rivers are in the Baltic sea catchment area, Lithuanian inner priorities coincide with 

these set up by HELCOM. This makes abilities to put out "hot spots" easier. 

Considering the present situation, the Lithuanian Government allocates quite a number of means 

for environmental purposes. It is foreseen to allocate approximately 3% or 3.6 billion talons for 

expansion of ~e waste water treatment facilities in the State budget for this year. According to 

our calculations, about 10 billion talons are needed for these purposes . So it is evident. that the 

state budget covers only the third part of the sum needed and we have to find additional 

financing sources. 

Lithuania has used the aid of other states or international organizations by now. As it is known. 

Pre-Feasibility Study of the Lithuanian Coast and the Nemunas River Basin as well as bankable 

projects of the highest priority hot spots were carried out. The further stage requires capital 

investments, the main source of which are the loans. Even if it was possible to get loans for all 

hot spots, it would be unrealistic to expect the Government guaranties. Therefore. an example of 

the Swedish aid in the form of the subsidy, which is under consideration now, demonstrates the 

way of the most effective allocation of means on the Baltic scale. 

Other possibilities to finance the Programme are discussed at this Conference. We hope that all 

possible financing sources will be used and Lithuanian hot spots will be extinguished for the 

sake of all the people living around the Baltic. 
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HIGH LEVEL CONFERENCE ON RESOURCE MOBILIZATION 
OF THE BALTIC SEA JOINT COMPREHENSIVE 
ENVIRONMENTAL ACTION PROGRAMME, GDANSK, 
POLAND, 24-25 MARCH 1993 

Statement by Assistant Director General Irene Bauer, Norwegian 
Ministry of Environment 

Mr Chairman, Excellencies, Ladies and Gentlemen, 

On behalf of the Norwegian Minister of Environment, Thorbj(l.!m 

Berntsen1 I would like to thank the Polish Minister of Environmental 

Protectio~ and the City of Gdansk for organizing and hosting this 

Conference on Resource Mobilization. The interest for and attendance at 

the conference reflect the great concern we all share for the 

environmental situation in the Baltic Sea Area. This concern represents a 

good starting point for the necessary integration of environmental aspects 

into the economic restructuring process in the region and for the required 

common endeavour to remedy the neglect of the past. 

Although Norway is not a Party to the Helsinki Convention, we have 

taken full part in the work on the Baltic Sea Joint Comprehensive 

Enviromental Action Programme. At the Diplomatic Conference in . 

Helsinlci in April -92, Norway also gave her support to the 

Environmental Action Programme for the Baltic Sea Area and adopted 

the Ministetial Declar.ation .. 

Thus, Norway shares the concerns of the countries most affected by the 

pollution problems described in the Action Programme. We also 

recognize that environmental measures in the Baltic area will have 
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positive effects for the North Sea. It is therefore in Norway's own 

interest to improve the environment in the Baltic Sea. 

The most important environmental challenges in the Baltic Sea Area have 

been identified in the Action Programme. Now we have reached a stage 

where it is up to us, the governments, fmancial institutions and 

international organizations concerned, to ensure the implementation of 

this Action Programme. 

As none of the "hot spots" identified in the Action Programme are 

located in Norway, our situation is somewhat different from most of the 

other countries represented in the Programme Implementation Task 

Force. 

Although Norway will participate in this work to facilitate and coordinate 

the implementation of the Action Programme. 

Norway considers the multilateral effort to be very important in the 

implementation of the Action Programme. Tirrough the international 

financial institutions the different countries have the possibility of joint 

action. This is a strategy which Norway supports. As for the Nordic 

countries, common efforts are channelled through the Nordic Investment 

Bank and Nordic Environment Finance Cooperation. Norway finds these 

institutions very well placed for joint Nordic action, and will continue her 

support for their activities in this field. 

The Norwegian involvement in the Baltic region has so far been 

concentrated on our bilateral cooperation programmes with Poland and 

Russia, as well as cooperation on a project basis with the three Baltic 

States. The Action Programme will be taken actively into account in our 

cooperation with Poland and Russia. Through an active participation in 

the PITF we shall seek coordination of our bilateral efforts with the work 

of other countries. 

Last year a Programme for cooperation with Eastern European countries 

was adopted by the Norwegian Parliament. As cooperation with the 

Baltic States is given a high priority in this programme, we hope to 

expand this cooperation already this year. In this work due account will 

also be given to the Action Programme. 

Thank you, Mr C~airman. 
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STATEMENT IN THE NAME OF THE POLISH DELEGATION 
BY MR. ZYGMUNT HORTMANOWICZ, 

MINISTER OF ENVIRONMENTAL PROTECTION, 
NATURAL RESOURCES AND FORESTRY OF POLAND 

TO THE CONFERENCE ON RESOURCES MOBILIZATION 
IN GDANSK ON 25 MARCH 1993 

Your Excellencies, 
Ladies and Gentlemen, 

Since the time, when the deep changes in the Polish political system were 
initiated, the deep ch~nges have been observed in the field of environmental 
protection. They -are intended to stop negative trends damaging the environment 
and to create the market economy system ensuring the sustainable development. 
The turning point was an adoption of the "National Environmental Policy" 
document by the Polish Parliament in 1991. It defines the main actions and 
priorities in the environmental protection for the main sectors, both in the short 
and long terms. The particularly important sector, where the changes are the 
deepest, is the water resources management. 

Poland began - with assistance of the bilateral and international organizations -
the reconstruction of the water management system. . .. 
The system solutions are specified in the new act on the "Law on Water 
Resources Management", which draft has been submitted to the Parliament. The 
water management is to be regionalized due to the hydrographic division, and 
this is to be managed by specialized regional units. These units will have the 
considerable autonomy in water resources management programming and the 
financial resources gaining and usage. 

Seven regional water management authorities are already working, including 
those in Szczecin and Gdansk - covering the sea shore area of the direct Baltic 
water basin. There is also an efficient system of the local authorities' 
utvestments support in environmental protection, executed by the Nation~l .Fund 

lor Environmental Protection and Water Management and the Bank of 
I ~ nvironmenta l ProtectionJ collecting the funds created by the fees for the 
1 nvironment use: 'Fhis hastened the implementation of many . environment 
p10tecting. sites , mainly the sewage treatment plants. 
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One of the most urgent tasks described in the "National Environmental Policy", 
besides the protection of the clean water intakes and reservoirs for a community 
use and also the lakes protection, is the protection of waters in the sea-side 
area. In i 991 and 1992, 586 sewage treatment plants began their operations, 
with the capacity of 1.5 million sq. m./day, in that 15% in the she shore 
districts. It has a direct influence on the Baltic Sea waters improvement. We 
particularly want to eliminate small but numerous sources directly polluting the 
Baltic Sea. There is a chance that soon all the sewage in the sea shore districts 
will be utilized properly. Now, 250 big and medium sewage treatment plants 
are constructed, for such towns as Cracov, Szczecin, Radom and Gizycko (the 
area of th~ Green Lungs of Poland). 

The financial outlay in 1991, for the environment protection, amounting to 8.4 
billion zloty (in that 45% - 3, 7 billion for waters protection), is in 95% cover 
from the domestic resources: the budget, purpose funds (National and District 
Funds for Environmental Protection and Water Management), investors' own 
resources and credits. The foreign assistance, making only 5% of all 
expenditures for the environmental protection, is used mainly in situation when 
there is a need and possibility for the implementation of highly efficient 
processing technologies. That concerns the case where the high reduction of 
biogenic compounds is necessary, as in the Szczecin and Koszalin treatment 
plants. Taking into account, that the whole territory of Poland is in the Baltic 
Sea water basin, this is our reasonable contribution to the implementation of the 
Helsinki Conference Decisions and the Ronneby Declaration. 

It is obvious that the efficient solution of Polish problems would not be possible 
without a wide-spread international assistance. The international cooperation in 
the Baltic Sea area is of the utmost importance. 

The establishment of the international Commission for the Odra River 
Protection Against Pollution, gathering the representatives of Germany, Czech 
Republic,the Commision of European Communities and Poland is to be of a 
great importance for the coordination of international actions, protecting the 
Odra River against pollution, resulting in the reduction of the waste water being 
led to Baltic. Poland is highly interested in the establishment of this 
Commission with its Secretariat in Wroclaw. 
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Your Excellencies , 
Ladies and Gentlemen, 

The investing priorities in our country, intended for the water resources 
improvement in a reasonable degree take under account the "Baltic Option", in 
spite of the fact that it is sometimes contradictory to our national priorities. 

These priorities cover the water quality improvement in the upper, source part 
of the water basin, in that the surface waters salinity problems' solution, 
particularly in the upper Vistula and the protection of intakes and reservoirs , 
placed mainly in the southern part of Poland. 

The new Helsinki Convention of April 1992, puts for its parties, Poland being 
one of them, much bigger requirements than before. Poland is to cover financial 
expenditures for the international, mainly the European Community, standard 
introduction into the Polish regulations. 

Thus, in order to .'stand to the "Baltic Option" in the priorities, as well as taking 
under account the tasks specified in the Baltic Sea Joint Comprehensive 
Environmental Action Programme by the Diplomatic Conference, Poland looks 
for the creation of new, efficient financial mechanisms. 

I have already mentioned in the invitation to this Conference that the critical 
point of this Programme is its financing. The identification of the mobilization 
possibilities of the local, domestic and international, private and public 
resources for the most important projects financing, becomes the crucial - not 
only for Poland - condition of the Baltic Programme implementation. . 
Apparently, there are numerous way of adressing this problem. Poland 
submitted the prospective system of funds mobilization and allocation for the 
promotion of Programme priorities, and hopes for the kind attitude towards this 
proposal. A part of this is proposal of the establishment of the International 
Centre for Promotion of the Baltic Sea Protection which would render advisory, 
management and financial help for the ventures connected with the Baltic Sea 
Comprehensive Environmental Action Programme. 

We would like to reiterate our offer to settle this Centre in Gdansk. 

I do hope, that the results of this conference will form a basis for the 
perspective system of funds mobilization for the Joint Comprehensive Action 
Programme, which materialized in the various projects will enhance the Baltic 
Sea environment protection: the common wealth of all the nations living at its 
sides. · ~ · 
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Letter from Mr. Victor I. Danilov-Daniljan, 
Minister of Environmental Protection and Natural Resources of the Russian Federation, 

for the attention of the High Level Conference on Resource Mobilization 
to implement The Baltic Sea Joint Comprehensive Environmental Action Programme 

Dear collear;ues, 

Havin?:; no chance to be present at the Conference in person, 
I would like to share some considerations on the prospects of the 

Joint Inte[~rated Programme of nature protective measure·s in the 
Baltic Sea basin. 

The above decisions allo~ed to stabiliz~, and in some cases 

o reduce the anthropoeenic load on the Baltic Sea ecosystems. 

o.1ever , the country is unable to provide sufficient funding for 

It \~ projects envisaged by the Proe;ramme from national sources. We 

11nce our hopes on finding outside financial resourcGs to C9.rry out 

'"~ Russian part of the Programme. 

;"/hile considering the prospects of attracting foreign invest

ctnts to Russia and other countries vii th economy in transition to 

11plemen t the pro j ecto under the Programme, one can make the fo llorl

llg conclusions: 

!.~ul ti-year cooperation of Baltic countries in the framework of f b" 
u l ti-latcral basis ~r.e so ·ar am lguous. 

the Helsinki Convention, preparation and implementation of the Pro-

1. Possibilities to mobilize larce financial resources on a 

2. Bilateral agreements v:i th post-industrial countries and gramme may be considered as a r.10del for joint activities of post-
lll.ernational financial organizations are still the most real source. industrial nations and countries. \·Ji th economy in transition in their 

strive to solve re~ional and global environmental proble~s. The mode l 

is especially important for the general implementation of the deci

sions taken at the Rio de Janeiro Conference and for the process 
"Environment for Europe". 

The Joint Integrated Pro0ramme of nature protective n1easures 

in the Baltic Sea basin is based on the interaction and interrelatioJ 
of the three essential components: 

- inprovement of environmental policy; 

- institutional reforms in the system of n a ture management a nd 
environmental protection; 

- financial support of urcent investments for the improvement 
of the natural environment. 

The 1992 fundamental rofol'"'J~1 in Rus oia a nd more _strict budr;;ctur 

a nd credit policy prevented the allocation of lar~c investments for 

nature protective measures , including the ones in the Balt ic Sea re 

gion. Under the se conditions the environ;:-;ental policy of the Russia11 

Government was mainly aimed at developinr; a ncv1 economic :mecha nism 

of environrncn tal protection. :3pecial governmental decisions \'/ere t al< 

to increase the rate and specify the procedure s of taking charges fo 

air and water po llution and solid waste disposal, to improve the GC 
n eration and ur.;e of federal and local envil\Jrunental funds, to stirau· 

late the enterprise s in .allocating their O\·:n means to carry out 
nature protective activities . 
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J. It is essential to e nhance the potential . of Baltic countries 

l.h e conomy in transition in the development of environmentally 

I' I ••nted investment projects in compliance with the Programme prio

l tlcs and, to this end, to r-:ct up new or strenethen the existinr.; 

l lonal and local bodies (centres) for project preparation and 

p lomentation. . 
4. These bodies (~entreo) should be rendered financial nupport 

t.he framework of technico.l ass istance from international organi

lons and governments. 

5. Eotablishment of any additional institutional s tructure s 

pr •ovide multi-lateral coordination of the Proe;rammc should be 

11 tl dcrcd only after the iHlple mcnto.tion of the previous task. 

6. The private sector of poet-industrial countries is an impor-

potc ntiul source of fund inc for the Pror;ramme . It is nc·cessary 

1 ltVolve nntional e.nd r eeiono.l chanbcrs of conuncrcc and ind ustry 

llrl' mobilization of financial resources , to facilitate the cs 

llllhmcnt of environr:l~ ntal offices (like the German-Rw::sian environ-
) 

tl n t office set .up, in Berlin in 1992). 
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7. Governments of all the countries in the region should pro
vide beneficial conditions for the businessmen taking pa rt in the 

Procram;ne realization. 

I hope that the a bove cons id erations would be of some intcresi 

to the participants of the Conference. 

Best regards, 
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V.I. Danilov-Daniljan, 

l\Iinister of Environmental 
Protection and Natural 
Resources of the Russian 
Federation 

HIGH LEVEL CONFERENCE ON RESOURCE MOBILIZATION 
Gdansk, Poland 
24-25 March 1993 

STATEMENT 

by Mr. A. Averchenkov 
Deputy Minister of Environmental Protection and 

Natural Resources of the Russian Federation 

Mr Chairman, Distinguished Representatives, 
Ladies and Gentlemen, 

On pehalf of the Minister: of Environmental Protection and Natural Resources of the Russian 
Federation I would like to emphasize the great importance of this Conference for practical 
realization of ideas and decisions worked out during the fruitful and long-term cooperation 
of Baltic States under the auspices of the Helsinki Convention. 

I would like to express thanks to the Government of Poland for their initiative to host the 
Conference. We hope that the commitments of the Conference will give a definite impulse 
to practical realization of the Baltic Sea Joint Comprehensive Action Programme. 

The priority 11 hot spots., and problems outlined in the Programme represent a serious threat 
to the environment of the Baltic Sea Area and to the human health. 

Pulp and paper mills, municipalities, management of hazardous wastes and agricultural 
nctivities in the St. Petersburg and Kaliningrad regions, which are included in the 
Programme, contribute to about 50 % of anthropogenic load entering the Baltic Sea from 
the Russian territory and form a major part of the entire pollution load. Unfortunately, some 
l'nterprises-polluters are not included in the Programme, but we intend to carry out necessary 
l nvironmental measures at these sites as well. 

'l'he Baltic Sea Joint Comprehensive Environmental Action Programme was submitted to the 
l{ussian Government for inclusion in the Federal List of priority ecological programmes in 
ur dcr to provide necessary conditions for its implementation on the territory of Russia. 

l'his Programme is also included in the Draft Federal Programme for Economic Structure 
Modernization. At present it is under consideration by the Government. 

I he Russian Federation Ifw for Environmental Protection defined the competence of the 
h·dcral, regional and local · exeCutive bodies and enterprises using natural resources in 
c lthoration and realization of ecological programmes. Governmental financial support from 
till' federal bu_dget is envisaged for implell}entation of federal ecological programmes and 
lll ll't national environmental obligations of Russia. But the main financial source should be 
1111\ budgets of enterprises-polluters, regional and local budgets of all levels. Besides, 
11 1111\Cial resources of existing non-budgetary ecological funds will be allocated for these 
pur poses. 
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For principal solution of financial problems in 1993 we envisaged to intensify introduction 
of new economic instruments in environmental protection, systems of ecological restrictions 
and regulations to adjust them to market conditions. 

However, now our country has no real possibility to provide the sufficient national sources 
for financing the environmental activities in the framework of the Programme. The efforts 
of federal and local authorities aim at keeping the existing level of ecological safety of 
population of our country and not allowing the increase in ecological damage to the 
neighbouring states. 

During recent years the ecological situation in the Russian part of the Baltic Sea Area has 
not changed considerably. The discharges of some heavy metals and oil products remain at 
the same level, the phosphorus discharges have reduced. 

It's self-evident that the stabilization of the pollution load at an unacceptable high level could 
not satisfy us nor our neighbours in the Baltic Region, and so the involvement of the outside 
financing, technology transfer and technical cooperation would have a great importance for 
us and our partners due to common ecological problems. 

We understand that the political and economic situation in Russia, and imperfection of our 
legislation do not favour the development of international financial and economic relations 
but we hope that even in conditions of political and economic instability we should jointly 
find common approaches to the solution of ecological problems. 

To this end the activities of potential donors in Russia do not look sufficient. As one can see 
from the Background Paper for this Conference, for the time being only Finland has 
provided a real financial support to Russia for implementation of the projects set up in the 
Programme. 

Russia and Finland have prepared themselves for signing an Agreement on realization of 
concrete environmental protection projects in the North-Western Region of Russia. In that 
Region we have also started a preparation of joint projects with Denmark and Germany. 

But I regret to admit that our contacts with the international financial institutions leave much 
to be desired. The presentations of the Nordic Investment Bank and the European Bank for 
Reconstruction and Development at this Conference did not give us too much hope and 
inspiration. 

In this regard the Russian Delegation hopes that the proposals contained in the letter of the 
Minister Mr. Victor Danilov-Daniljan would promote the elimination of the weak-points stated 
above. 

In conclusion I would like to put forward two concrete proposals: 

1. To adopt at the Conference the Background Paper (Conference document No 2) as a basis 
for further Programme implementation work. 

2. To present the agreed Baltic List of "hot spots" to the European Conference of the 
Ministers for the Environment in Luzerna, as an important element for preparation of 
project portfolio. This project portfolio will consist of concrete proposals facilitating the 
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implementation of the Environmental Action Programme for Central and Eastern European 
Countries. 

I really hope that an acceptance of these proposals would strengthen the practical value of 
the Gdansk Declaration. 

Thank you for your attention. 

Y · .. 
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MINISTRY OF THE ENVIRONMENT AND NATURAL RESOURCES 

MINISTER OF THE ENVIRONMENT OLOF JOHANSSON 

Statement at the Gdansk Resource Mobilization conference, Thursday, 
March 25th 1993 

Mr President, Dear Colleagues, Ladies and Gentlemen, 

Let me express ·our thanks to the hosts, the Polish Government, for 

organizing this conference. 

We are only too well -aware of the environmental conditions in the 

Baltic Sea. Sweden is the country with the longest coast-line to the 

Baltic Sea. The .environmental debt which wi l l have to be paid by 

coming generations to clean the Sea is still rising. Recently, the 

Swedish government has -expressed as a basic principle in the budget 

bill that "the environmental debt must not rise." 

The implementation of the Baltic Sea Environmental Programme began 

three months ago. We now have a good basis for further action. But 

the most difficult part has still to be decided, .that means the 

financing. In the opinion of the Swedish Government , we must very 

soon proceed from words to action . 

One of the most important conclusions drawn in th~ ··Draft 

Declaration, lateT to be adopted, is the recommendation that 

appropriate economic, market-oriented instruments should be used 

more systematically in order to- reduce emissions into the Baltic 

Sea. 
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A gradual transition to market prices on energy and water, which 

f ully reflects the environmental costs is a particularily important 

measure. Such market prices will also reduce the ris~ of competitive 

distortions. As a more specific example I would like to mention that 

I have initiated a study on a Nordic basis of a charge on · ferry 

traffic to contribute to the financing of the programme. However, 

a ll constructive ideas are welcome and must be seriously examined. 

Most projects have .to be financed from a multitude of sources, like 
..-

local resources, foreign aid and loans. It is necessary to work 

efficiently and jointly and in a coordinated fashion. Many actors 

wil l be involved in the implementation of the programme. Therefore 

it is necessary to arrange for countries and international 

organizations to take on a lead party responsibility as coordinator 

lor different parts of the programme . The purpose of this should be 

I o reduce bureaucracy, to avoid overlapping and to make the most 

t ff icient use of the financial resources. 

A· chairman for the Nordic Ministers for the Environment, my aim is 

to develop further efforts to support the restoratioQ of the Baltic 

,, n . 

Wllnn it comes to the actual financial support from Sweden to the 

11 11 t ic Sea Region and the environmental field in particular, ·this is 
I 

\II! tt Sweden does during this fiscal year: 

l.l . .Pillion Swediph crowns 
I 

in financial support for the 

, , st ab lishment of democracy, reintroduction of an effective market 

, rmomy and for measures in the environmental field, particular the 

I II t ic Sea. 
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I 

I 

I 

II 

* 230 million crowns for measures in the environmental field. 

Proposed for 1993/94 is: 

* 870 million crowns for the same general purpose as this year. 

* 230 million crowns for specified actions in the environmental 

field. 

Altogether this means more than 2. 5 billion Swedish crowns in 

financial support to the Baltic Sea region for this and the next 

fiscal year. About 250 million crowns are dedicated to measures 

within the framework of the Baltic Sea Joint Comprehens ive 

Programme. The largest support within this programme will go to 

investments in waste water treatment plants in Estonia, Latvia or 

Lithuania. 

Furthermore I would like to express the readiness of Sweden to 

p art icipate in the establishment of a joint, voluntary trust fund, 

primarily for project preparation, but also for co-financing 

investments and other projects. For that purpose Sweden is willing 

to earmark 50 million Swedish crowns as the Swedish grant 

contribution to such a fund already today, and we urge all 

parti c ipants to consider the poss ibilities to join this initiative . 

Finally let me stress the importance of linking this conference t o 

the Pan-European discussions in Luzerne next month. The Balti c 

region must be seen as one importa nt area also for the European 

Environmental Action Plan. 
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ANNEX: 

Actual financial support from Sweden to the Baltic Sea region. 

Decided for 1992/93: 
* 1.120 billion SEK to support the reestablishment of democracy, 
reintroduction of an effective market economy and for measures in 
t he environmental field, particularly the Baltic Sea. 

* 231.5 million SEK for measures in the environmental field . 

Proposed to the Parliament for 1993/94: 
* 871 million SEK to support the reestablishment of democracy, 
reintroduction o·f an effective market economy and for measures in 
t he environmetaf field, particularly the Baltic Sea . 

k 234 million SEK for measures in the environmental field . 

Altogether this is nearly 2.5 billion SEK in financial support to 
the Baltic Sea Region. Approximately 0 . 5 billi-on is aimed for 
111easures in the environmental field. About 250 million SEK are 
tle dicated to measures within the framework of the Baltic Sea Joint 
<"omprehensive Programme· (BSJCP). 

Jlpecific project support within the BSJCP. 
) :> million SEK to the agricultural sector in Estonia, Latvia, 
1,1thuania, Poland and Russia for training and demonstration. 

100 million SEK for investments in one or more waste water treatment 
p l nnts in Estonia, Lat-:via or Lithuania. 

1 mi llion SEK to a feasibility study of sewage treatment plant in 
1111 psalu, Estonia 

1 mil lion SEK to a feasibility study for a new Pulp and Paper 
ltHins try in Kehra, Estonia 

,,() () 000 SEK to a study of the environmetal situation at the Sloka 
t~lphi te Mill in Sloka, Latvia. 

, utlll ion SEK to a study of the sewage treatment plant in Kaunas. 

' • '' million SEK to a study of the sewage treatment plant in 
I 11 peda , Lithuania. 

1111 Ilion SEK to an agriculture run-off study in Estonia, Lat:via and 
tl llua.nia . 

'• mi lli on SEK · t 'o a study of the sewage treatment plant in 
, ·,tc i n, Poland. 

l '"' I lion SEK to measures to solve the problem of sludge dewatering 
"" " ration of the sewage treatment process in Warsaw, Poland. 

ml Ilion SEK to institutional strenght ening in Estonia, Latvi a, 
11 1111 1ni a , Po l and and Russia. 
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mE BALTIC SEA 
JOINT COMPREHENSIVE ENVIRONMENTAL ACTION PROGRAM:ME 

HIGH LEVEL CONFERENCE ON RESOURCE MOBILIZATION 
Gdansk, Poland 

24-25 March 1993 

Statement by Mr. Michel DELEAU 
Head of Department 

European Investment Bank 

Mr. Chairman, Your Excellencies, Ladies and Gentlemen, 

1. My Institution, the European Investment Bank, would like to express its continuing 
support for the actions undertaken in favour of an improved environment in the Baltic Sea 
catchment area, and its appreciation to the organizers of the present Conference. 

2. The European Investment Bank, which is the "house bank" of the European 
Community, is able to mobilize large amounts of capital for priority investments. In 1992 
it granted total loans worth 4.5 bn ECU for investment projects directly related to the 
protection of the environment (27 % of total lending in 1992, with an average of 18 % over 
the last 5 years). Most of these loans went to EC Member Countries, which are the main 
focus of BIB finance. Outside the European Community, a significant increase in 
environmental lending can be observed in particular for the Mediterranean region, where the 
Renewed Mediterranean Policy of the European Community has made sustainable 
development a priority objective, with a stress on environmental projects. Within the Central 
and Eastern European countries, BIB has up to last year granted loans worth 820 MECU, 
of which 170 MECU concern the modernization of the energy sector and contribute to 
improving the environment. More projects are in the pipeline, including investments directly 
related to the environment (wastewater, forestry ... ). 

3. A general conclusion, valid for all countries inside and outside the Community, is 
that well-organized local structures are crucial partners for a swift and efficient financing of 
such environmental projects. Promoters in charge of preparing project proposals should be 
clearly identified. The proposals themselves should be economically justified and technically 
feasible as well as embodying appropriate financial packages. Experience shows that this 
request can be accommodated, even under difficult situations, through various institutional 
arrangements. The Multilateral Financial Institutions can support the preparation of such 
viable project proposals. 

4 . An active role by local promoters is a prerequisite not only during the preparation 
and implementation phase, but also during the subsequent operating phase. In order to keep 
a new investment (say, a wastewater treatment plant) operating and thus generating the 
financial or economic benefits to justify its existence, the installation must be properly 
maintained and run, which requires the generation of appropriate domestic resources. Where 
possible, this should be done locally through an appropriate tariff system: this is in line with 
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the user/polluter pays principle. It encourages users to pollute less and it makes operations 
independent of the sometimes unstable budgetary process. 

5. In conclusion, the implementation of priority environmental investme~ts in the Bal~c 
Sea catchment area, as in other areas, will best advance if based upon appropnate partnership 
structures involving efficient local promoters. The EurOJ>eal1: Invest~ent Bank stands ready 
to take part in such partnerships and contribute to the financmg of v1able and well prepared 

projects. 

. .. 
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HARRO PITKANEN 
Director 
The Nordic Environment Finance Corporation - NEFCO 

Honourable Ministers, Distinguished Delegates, Ladies and Gentlemen, 

NEFCO was established in 1990 by the five Nordic countries; Denmark, Finland, Iceland, Norway 
and Sweden as a multilateral institution to support environmental investments in Central and Eastern 
Europe. 

The purpose of NEFCO is in essence to provide risk capital in support of long-term cooperation 
between business enterprises from the Nordic countries and from Central and Eastern Europe in the 
field of environmental technology. 

A main focus is, therefore, on the environment effects that can be obtained through the projects. 
Special emphasis should be given to projects that contribute to a reduction of transboundary pollution 
that affects the Nordic Region. 

Thus, the purpose and activities of NEFCO are closely linked to the aim of the Joint Comprehensive 
Programme - the restoration of the ecological balance of the Baltic Sea. Of the countries participating 
in the Programme NEFCO's operations extend to Belarus, the Czech Republic, Estonia, Latvia, 
Lithuania, Poland, Russia, Slovakia and the Ukraine. 

NEFCO, according to its charter, should invest its funds only in commercially sound projects. 
Therefore, not only the expected environmental effects from the business activity in the investment 
projects are considered but every project is scrutinized for its technical, institutional, economic and 
financial viability to ensure that external and local funds are mobilized only for projects which have 
the potential for successful business. 

Such projects can be established e.g. through the formation of enterprises that cater for the 
environment sector. Potential areas include production of equipment for waste water treatment or 
consultant services related to environmental protection. As soon as the demand on the market reaches 
a sufficient level, a development which is linked to environmental legislation and its enforcement, 
there will be business opportunities for entrepreneurs in this field. 

Environmental investments in themselves are often conceptually looked upon as being "defensive" in 
the sense that they have to be undertaken in order to deal with an environmental problem but do not 
in themselves generate additional income that would secure the payback of the investment. Most of 
so-called end-of-pipe solutions are likely to fall within this group. The investor in these cases has to 
mobilize the funds needed e.g. from its other operations which underline the importance of corporate 
and institutional restructuring. 

It is important to recognize, however, that this does not apply generally to all environmental 
investments. In a number of cases it is possible to achieve the desired effects through investment into 
new technology that will also increase the revenues of the investing company. This would be the 
effect e.g. when the process-technology of a plant is upgraded through the introduction of new 
production methods that are both more efficient and less hazardous to the environment. 
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In some cases it will be also possible to structure single environmental investments on a self
financing basis. The general idea is to isolate the investment into a one-purpose company which 
undertakes to implement the investment and manage the operations either for a pre-determined period 
of time or indefinitely. This company procures the project and raises the financing for it. External 
financiers will base their financing decisions on the commercial and financial predictions for the 
company. A group of investors is needed to provide a sufficient equity basis for the company. The 
investors would make a return on their investment and the lenders have their debt serviced only if 
the company is able to generate sufficient income. Although mainly used in connection with energy 
or communication projects this technique can also be applicable to environmental investments in areas 
such as water treatment plants or waste management services. A prerequisite is that the project
company is granted a right to set sufficient tariffs in return for providing its services, so as to ensure 
a continuous revenue stream. 

NEFCO is already today involved in a number of projects, smaller as well as larger, which are of 
relevance to the Baltic Sea Programme. NEFCO is also involved in the pre-investment, project 
preparation phase, on the basis of special funds provided by the member countries. 

The Nordic Ministers of Environment, at their recent meeting in Oslo, specifically discussed 
NEFCO's role in connectio~ with the Baltic Sea Programme. They emphasized that NEFCO, indeed, 
should be one <;>_f the financial instruments of the Nordic countries supporting the Programme. 

NEFCO, therefore, looks forward to playing an active part within its particular field of operations 
in securing the successful implementation of the Programme. 

. .. 
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THE BALTIC SEA JOINT COMPREHENSIVE ENVIRONMENTAL ACTION PROGRAMME 

HIGH LEVEL CONFERENCE ON RESOURCE MOBILIZATION 

Gdansk, 25 March 1993 

NORDIC INVESTMENT BANK 

STATEMENT 
Mr. Klas Ringskog 

Senior Vice President 

Ministers, Excellencies and distinguished Participants, 

On behalf of the Nordic Investment Bank I am happy to accept the invitation and hospitality of our 
gracious hosts. It is fitting that the process that started at the Ronneby Conference in September 1990 
has now moved across the Baltic Sea and is continued here in the historic city of Gdansk. The Nordic 
Investment Bank, which is the multilateral investment bank of the five Nordic countries, has been 
closely involved, starting with the Ronneby Conference, with the elaboration of the Joint 
Comprehensive Environmental Action Programme and with the preparations for this High Level 
Conference on Resource Mobilization. 

We would like to express our satisfaction with what has been accomplished during the two and a half 
years since work on the Baltic Sea Environmental Programme was initiated. What started once as a 
general aspiration to restore the Baltic Sea to its ecological balance is now a carefully analyzed and 
widely disseminated Programme where some actions have already been taken along the path of 
implementation. Although we are all impatient, by the standards of international action programmes, 
the Baltic Sea Environmental Programme stands out for its insistence on concrete joint actions. 

We would like to reconfirm the readiness of the Nordic Investment Bank to continue supporting the 
Programme and our participation in the Programme Implementation Task Force. 

What could our support be ? 

First, we expect to keep supplying Nordic industries and municipalities with part of their funding 
needs to control pollution originating in those countries. Our lending over the past three years for 
environmental purposes in our member countries has been in the order of USD 750 million. Most 
of those investments have already benefitted the Baltic Sea. It should not be forgotten that pollution 
of the Baltic Sea does not only originate on its eastern and southern shores but in all the riparian 
states. 

Second, the Nordic Investment Bank is prepared to continue serving as Executing Agency for some 
of the present and future feasibility studies that are a necessary step before large-scale investment. 
On the basis of the studies underway now we are certain that funds expended to pinpoint the 
indispensable high priority works yield very high returns. One recent study showed that a large share 
of the environmental pollution control could be achieved at a fraction of the costs originally estimated 
in the Joint Comprehensive Programme. Such studies point to the necessity of spreading scarce 
environmental funding across the most acute needs or bottle-necks of a number of projects. Let us 
not make the perfect the evil of the good! Should there be a need for the Nordic Investment Bank 
to assist in the actual analysis of projects and channelling of bilateral funds under the Baltic 
Environmental Programme, we are willing to consider doing so. Our small size and intimate 
knowledge of the entire Baltic region gives us the possibility to act efficiently and rapidly. 
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Third, we expect to consider a potential role as a financier of environmental projects on a case to 
case basis in the Czech and Slovak Republics (where we are already active), and in Estonia, Latvia, 
Lithuania, Poland and Russia. Our latitude in funding investments is constrained by our strict 
requirements of the feasibility of the investment projects themselves and of the borrowers' willingness 
to borrow for environmental projects. However, given the right type of project and the possibility 
of co-financing with local, national, bilateral and other multilateral financing sources the Nordic 
Investment Bank is keen to consider proposals, particularly of such projects that have a regional 
environmental impact and where Nordic industry would play a role. 

We have already considered environmental projets of this nature in Karelia and on the Kola peninsula. 
No doubt similar projects will emerge as a result of the future feasibility studies. 

We look forward to a continued fruitful collaboration in the implementation of the Baltic Sea 
Environmental Programme. 

I thank you for your attention! 

. .. 
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THE BALTIC SEA 
JOINT COMPREHENSIVE ENVIRONMENTAL ACTION PROGRAMME 

IDGH LEVEL CONFERENCE ON RESOURCE MOBILIZATION 

Gdansk, Republic of Poland 
24-25 March, 1993 

WORLD BANK PRESENTATION 

Mr. Ian Hume 
Director 

World Bank Resident Mission 
Warsaw, Republic of Poland 

Mr. President, Ministers, Excellencies, Chairman of the Commission and Distinguished Participants, 

On behalf of the World Bank, I would like to thank you for the invitation to attend this 
meeting and four your generous hospitality. The World Bank is pleased and honored to participate 
in the High Level Conference. I wish to confirm our desire for continued partnership in implementing 
the Joint Comprehensive Environmental Action Programme. We welcome the opportunity to 
cooperate with the countries of the region through the Helsinki Commission and especially to 
participate in the Programme Implementation Task Force. 

We see the Baltic Sea Environment Programme as an initiative that is complementary and 
closely linked to the Environmental Action Programme for Central and Eastern Europe that will be 
discussed at the Ministerial Conference in Lucerne, Switzerland, at the end of next month. The 
region-wide Action Programme, which involves over forty countries, presents criteria and methods 
to identify high priority actions in the short term, and provides a broad strategy for the integration 
of environmental concerns into the economic transformation of the countries of Central and Eastern 
Europe. As such, the region-wide Action Programme does not so much prescribe what must be done, 
but it suggests ways of looking at how to address the problems, by applying a mix of policy, 
investment and institutional actions. 

The Baltic Sea Environment Programme complements what ministers will be discussing in 
Lucerne by providing a long-term program including specific "priority actions" which have been 
endorsed by the countries immediately involved. Some of these "priority actions" under the Baltic 
Sea Environment Programme are explicitly mentioned as examples of possible short-term measures 
in the region-wide Action Programme being prepared for Lucerne. Examples include: low cost/high 
gain actions for industrial pollution control; municipal wastewater investments that achieve significant 
improvements in ambient water quality at least cost; and the protection of high ecological values 
where immediate actions are justified. The Action Programme specifically gives priority to 
addressing, in a phased and cost-effective manner, municipal and industrial discharges from Tallinn 
in Estonia, Liepaja in Latvia, Klaipeda in Lithuania, Gdansk, Gdynia and Szczecin in Poland and 
Kaliningrad and St. Petersburg in the Russian Federation, as they would improve public health, 
enhance recreation and ecological conditions, and contribute to mitigating transboundary pollution in 
the Baltic Sea. 

We believe that HELCOM provides an important model for coordination of regional 
environmental initiatives within Europe and beyond. World Bank experience with the Environmental 
Programme for the Mediterranean and the Environmental Programme for the Danube River Basin 
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leads us to recommend that additional full-time staff resources be made available either directly or 
indirectly to support the activities of the Programme Implementation Task Force. These additional 
resources would be especially useful for improving coordination of technical assistance, cofinancing 
opportunities, training, and establishment of twinning arrangements and other types of cooperative 
activities needed for successful implementation of the Programme. 

The World Bank has taken measures to internalize the Programme's objectives in its country 
strategies, sector studies and development of its lending operations. We view this as a key part of the 
on-going process with our Borrowers to assure the integration of environmental concerns into their 
economic development plans. This has included work on policy reforms that will lead to increased 
efficiency in the use of energy, water, raw materials, and inputs in all sectors. A major instrument 
in this process has been our collaborative preparation of country environmental strategies, as in the 
case of Belarus, Czech Republic, Poland, Slovak Republic and Ukraine, and country environmental 
studies in Estonia, Latvia and Lithuania. In addition, we are currently planning preparation of a 
country environmental strategy for the Russian Federation. 

This Conference marks a significant transition from the planning to the implementation phase 
of the Programme. At the World Bank, this means a shift in our work to a greater use of staff 
resources to support the GQllaborative preparation and implementation of projects with our Borrowers. 
Recognizing the current financial and institutional constraints faced by our Borrowers within the 
region, we anticipate that a phased approach will be required for investments. Specific investments 
will require financing from domestic, commercial, loan and grant resources . The municipal utilities 
involved will also need to take steps to introduce better tariff structures and thus, over time, to create 
a self-financing capability. Activities for institutional strengthening and human resources development 
will be a key aspect of project design. 

Bank actions to support institutional strengthening and human resources development, which 
are central to the success of the Programme, include the following: 

• Since early 1990, the World Bank has worked with the Ministry of Environment of 
Poland on implementation of the Environment Management Project. Our experience 
leads us to emphasize the importance of establishing a properly staffed unit with 
personnel specialized in the administrative aspects of project implementation, 
particularly financial management and procurement, as a key step to effectively 
mobilize and use both domestic and foreign resources for environmental programmes. 
The Polish Ministry of Environment has provided support to Lithuania, Russia and 
Ukraine among others for the development of similar units. 

• 

• 

In the Russian Federation, we are currently in the process of preparing an 
Environment Project which would support institutional strengthening at the local and 
national levels, including enhancement of water quality management systems. 

With support from the United Nations Development Programme (UNDP), we have 
established the Baltic Utilities Initiative. Its first activity was the Water Supply and 
Sewerage Utilities Partnership Workshop which was organized with the cooperation 
of the Government of Latvia and the Nordic Investment Bank. The outcome of this 
meeting was the "Riga Declaration" submitted to this Conference, which ·no"tes the 
need for autonomous and self sufficient public utilities. The World Bank plans, with 
the support of ur4DP, to conduct a second regional seminar later this year in Poland 
on water \ conservation in combined municipal and industrial water and wastewater 
systems. 

The World Bank would continue to support a variety of environment related projects, 
lw htlllng those linked to implementation of the Programme. 
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• 

• 

• 

• 

• 

• 

In Poland, the planned Municipal Water and Sewerage Sector Project would provide 
support for water and wastewater improvements in Krakow, Bielsko-Biala and 
Wroclaw. It would be complemented by two additional proposed lending operations
one would establish a water and wastewater investment credit programme which 
could be used by a number of cities and a second which would support investments 
in Warsaw. We see these projects as important models for operations in this sector 
in Poland and possibly elsewhere in the Baltic Sea catchment area. 

We have initiated discussions with the Governments of Estonia, Latvia and Lithuania 
concerning potential projects in the agriculture, energy and infrastructure sectors, 
which may include environmental components. Possible candidates from the 
Programme priority list include activities in Haapsalu and Matsalu Bays in Estonia, 
Liepaja in Latvia, and Klaipeda in Lithuania. 

The World Bank has supported the preparation of industrial efficiency and 
environmental reviews at major industrial enterprises in Poland and an associated 
training programme. The World Bank is assessing the possibility of a Heavy Industry 
Restructuring and Environment Project and a Coal Sector Restructuring and 
Environment Project, both in Poland, which would address the complex technical, 
economic, social and environmental issues related to steel, chemical and coal mining 
operations which are a major source of pollution of the Vistula and Oder/Odra Rivers 
and contribute to regional air pollution. 

The World Bank is working closely with the United States Environmental Protection 
Agency and the Nordic Investment Bank in evaluation of potential project activities 
which could be undertaken to address control of agricultural pollution and 
management of livestock wastes in the Baltic Sea catchment area. We believe that 
policy actions concerning pricing of agricultural inputs , demonstration of pilot 
projects, and development of agricultural extension services will play a major role 
in the initial years of addressing this important issue. 

Presently, the Bank is implementing complementary Forest Biodiversity Protection 
Programmes in Poland and Belarus with support from the Global Environment 
Facility (GEF). In cooperation with riparian countries and the World Wide Fund for 
Nature, we would be prepared to participate in the development of a regional project 
for management of coastal lagoons and wetlands, for potential funding from the GEF, 
during the proposed operational phase of the GEF. We would also be prepared, in 
the GEF context, to cooperate in the development of activities to conserve major 
wetlands in the Baltic Sea catchment area. 

In addition, the World Bank recognizes that complementary actions are required to 
improve air quality in the region in order to successfully protect the Baltic Sea. In 
this regard, we have recently approved the Power and Environment Improvement 
Project in the Czech Republic and are implementing a series of energy projects which 
address air pollution concerns in Poland. In the transportation sector, we are working 
with several countries in Central and Eastern Europe to improve their vehicle 
emission standards, phase out leaded fuel, and improve the efficiency or' urban 
transport systems. 

. In concl.usion, I would like to reiterate the commitment of the World Bank to actively support 
the ImplementatiOn of the Programme. We are honored to participate in a Programme which provides 
an outstanding example of international environmental cooperation. 

Thank you very much. 
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HIGH LEVEL CONFERENCE ON RESOURCE MOBILIZATION 
25 March 1993 

MR. TUE ROHRSTED 
Commission of the European Communities 

Main points of the speech 

1. The European Community has four programmes of financial cooperation with Eastern 
and Central Europe including the Baltic Sea Area. 

The PHARE-programrile is of assistance to Estonia, Latvia, Lithuania, Poland, the 
Czech Republic, Slovakia, Hungary, Romania, Bulgaria, Albania, Slovenia, Croatia. 
The annual budget of the PHARE for 1992 was approximately 1000 Million ECUs. 

The TACIS-programme is of assistance to the former USSR Republics, except the 
Baltic States now assisted by PHARE. The 1992-budget for TACIS was 450 Million 
ECUs. 

The LIFE-programme is a specific environmental programme of EC, designed 
primarily for projects in the EC-Member states. However, a proportion of 5 % is set 
aside for support to non-EC-Member states of CEE. In 1992 3.5 Million ECUs was 
utilized in the Baltic Sea Area. 

The TEMPUS-programme specifically supports cooperation and exchange 
programmes between Universities, Higher Teaching and Research Institutions etc. in 
CEE and in the EC. A good number of cooperation projects and exchanges take place 
within the environment sector. 

The PHARE and TACIS programmes cover all sectors agreed between EC and the 
Individual CEE States and subject to the internal regulation laid down by EC. 
However, it is fair to say that from the outset the environment sector has played an 
important part in the overall PHARE-programme. In total up to now about 280 
Million ECU s have been utilized for improvements to the environment sector in CEE. 
This represents an overall percentage of 10-11 %. All the four EC-programmes are 
grant-financed and in principle "demand-driven". This implies that it is for the 
individual CEE-countries to present their requests to the EC for the earmarldng of 
EC-funding on program~es and sectors in their respective countries. If, therefore, 
the environment sector is going to maintain its importance in the PHARE-. ; 
programme, and indeed for the Baltic Sea Area, it is for the countries of this region 
to keep environment high on the political agenda in the future. Otherwise PHARE 
and TACIS investments will go to other sectors of the economics. 

5 5 



2. 

3. 

4. 

I have utilized the terminology "environment sector". This should be understood in 
a narrow sense. In addition the PHARE-programme operates with support for energy 
and nuclear safety. Up to now approximately 300 Million ECUs have been committed 
for nuclear safety done by EC. 

For the Baltic States in particular EC had committed 75 Million ECUs (up to and 
including 1992) to Poland's environment sector, 1 Million ECUs to Estonia, Latvia 
and Lithuania for 1992 (the first year of PHARE-cooperation), and through the LIFE
programme support has been given to establish two environmental centers for 
administration and technology, one in St. Petersburg and one in Riga. Both projects 
are designed as twinning-arrangements between the municipalities St. Petersburg
Hamburg and Riga-Bremen with EC-cofinancing. 

Under the required programme of PHARE for 1992 2 Million ECUs has been 
committed for the Action Programme for the Baltic Sea. 

It is fair to say the funding from PHARE primarily has been utilized to strengthen 
the institutional framework of CEECs including legislation, administrative capacity 
building, monitoring of the environment and managerial skills development. 
Significant amounts have been utilized to get an exact picture of the environmental 
damage and overall situation. We also participated in this respect in the preparation 
of the Action Programme for the Baltic Sea. However, it is clear now that the 
funding should increasingly be utilized to serve as "seed" funding leading to 
investments to reduce emissions. 

This is also the role we have been interested in playing in connection with the 
preparation of the Action Programme for Eastern and Central Europe's Environment 
being prepared for adoption at the Lucerne Conference of European Environment 
Ministers in a month's time. A better linkage must be created between policy
measures undertaken by the CEE countries to improve their environmental 
management, introduce charges for utilizers and polluters and set obtainable priorities 
for investments taking into account domestic funding and foreign funding available, 
institutional strengthening and capacity building assisted by G-24 donors and indeed 
PHARE itself to safeguard the sustainability of investments and the investments 
themselves, which will lead to reduction of emissions. 

The Conference takes place at a very appropriate time, and the discussions have been 
useful to create a better linkage between the previously mentioned elements. The 
PHARE programme will be ready to assist with the full implementation of 
improvements to the environment in the Baltic Sea Area. through our on-going 
programmes with the CEEC's in the area and our Regional Programme. We can 
support the Declaration as it now is tabled. 
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BALTIC SEA ENVIRONMENTAL PROGRAMME CONJ.i'ERENCE ON RESOURCE 

MOBILIZATION, GDANSK, REPUBLIC OF POLAND 

24-25 MARCH 1993 

STATEMENT BY PROFESSOR DR. CZESLAW DRUET • THE OBSERVER 

OF THE INTERGOVERNMENTAL OCEANOGRAPHIC COMMISSION (IOC) 

Mr. Chairman, 

Dis.tinguished Delegates., 

The IOC (Intergovernmental Oceanographic Commission) is an observer at your 

Conference because we wish to share with you the experience you are making in 

your work to support the Baltic Sea Environment Programme. The Se~retary IOC, 

Dr. Gunnar Kulleuberg, has specifically asked me to convey to you the readiness 

of the lOC, just approved at the Se-renteenth Session of its Assembly (Paris, 

UNESCO, 25 February -11 March 1993), to use our Commission as th~ appropriate 

mechanism to implement pJ;ogrammes mentioned in UNCED Agenda 21, particularly 

human resource development and strengthening of institutional capacities for 

integrated coastal and ocean management fol' sustainable development through 

marine scientific research and related data and information services. 

'l'he IOC and its 122 Member States are working in all fields of oceanography and 

Hre responsible within the UN System for the development of cooperation in m.ar·ine 

t't search, ocean observations and services, such as data exchange, marine 

Information, management, voluntary observations, sea-level observations and 

IH'cparation of related products for practicable application. A major IOC interest 

und responsibility is the development of an increased capability in marine sciences 

\Ud services and all related matters. The TEMA- Training, Education and Mutual 

A .r.1stance in marine' scien'ce - programme is a focal programme for this, but 

l•·1uning is part of ·an I OC programmes. The IOC work in marine poll1:1tion through 

1 he Global Investigation of Pollution in the Marine Environment - GIPME 

1'1·ug-ramme - includes developmenl of chemical analytical methods for levels of 
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pollution and techniques for quantifying the biological effects of marine pollution, 

and standards and reference materials, with related manuals in all cases. The 

methods and techniques are tested ln field workshops and are introduced in 

regional programmes through hands-on training courses . This work is done in 

co-operation mainly with UNEP, but also with IAEA through the Monaco 

Laboratory, and IMO. The scientific and tr-c:rlning work is done through three 

Groups of Experts with experts in their own capacity from most parts of the 

world. The co-operation is also close with ICES, and several of the experts 

involved with the IOC programmes are also participating ln the work of ICES. 

Thus, we are benefiting from the experiences made in ICES. The work in relation 

to Ocean sciences and living marine resources is done. jointly with FAO in the 

OSLR programme. This includes one component studying Harmful Algal Blooms, 

one component on Global (Marine) Ecosystem Dynamics and one component on 

Recruitment. The basic aim of this programme is to help to solicitate the 

r·elationships between distribution, ava:i.l.ability and recruitment of fish and the 

conditions in the marine environment. These, of course, include physical, 

chemical and general "health of the sea" conditions. The main areas of interest 

are the coastal zones and shelf seas. 

The coastal area conditjons are also given much attention in the programme on 

Ocean Science and Non-Living (Marine) Resources (OSNLR). This includes 

matters related to the sedimentary budgets, coastal erosion, beach profiles, 

distribution of resources, such as minerals, sand, gravel, implications of their 

retrieval, and oceanographic problems related to the coastal :zone as a resource 

in its own right. The results of these programme activities can· feed into 

Integrated Coastal Area Management . 

A major initiative of the IOC starting in the end of the 1980's is the development 

of a Global Ocean Observing System - GOOS - together with other UN Specialized 

Agencies and the International Council of Scientific Unions (ICSU) . ·'i'liis aims 

at obtaining adequate data on the ocean in an interdisciplinary and holistic 

approach. It r·ee:ognizes that the oceanic and marine areas c:annot be treated in 

isolation, but that the coupling between the oceans and the la.nd, mainly in the 

coastal zone, and the atmosphere and the hydrological cycle, the sea bottom must 

be taken into account. 
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A specific example and proposal for co-operation concerns the data management 

aspects. IOC last month at the 14th HELCOM meeting (Helsinki, 2-6 February 

1993) initiated co- operation with HELCOM in relation to the development of specific 

requirements of regional data centers for marine environmental protection and 

management, and to its "International Data Archaelogy and Rescue Project" to 

ensure availability of unique and long-term systematic observations. 

Mr. Chairman, in briefly outlining some of the IOC recent activities, we look 

forward to close co-operation towards the improvement of the Baltic Sea marine 

environment, using the Commission's global and regional programmes for 

providing ~~mparable .and accurate data and facts to support and evaluate 

practical measures and decisions to guide or to narrow down uncertainties in 

efficient coastal zone management. 

Thank you, Mr. Chairman. 

. .. 
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THE BALTIC SEA JOINT COMPREHENSIVE ENVIRONMENTAL ACTION PROGRAMME 

HIGH LEVEL CONFERENCE ON RESOURCE MOBILIZATION 
25 March 1993, Gdansk Poland 

Mr. Bent H. Fenger 
World Health Organization 

European Centre for Environment and Health 

Mr. Chairman, honorable Ministers, distinguished Delegates, Ladies and Gentlemen 

It appears from the action programme that it is very oriented towards ecological issues. This 
is no surprise since its starting point is the mandate given at the Ronneby conference, namely 
to "restore the ecological balance" of the Baltic Sea. 

However, restoration of the Baltic Sea is not only of ecological importance, it is also of 
great importance for the health and wellbeing of the population of the riparian countries. 
And this aspect is the working field of my Organization. I have three points to raise in this 
context: 

1. Water supply 

It appears from the action programme that most of the improvements to be made are 
in the field of waste water treatments plants. This is quite logical but it shouid never 
be forgotten that water supply and consumption, waste water production and waste 
water treatment are inextricably intertwined. And we know from several sources that 
consumption of water in many of the riparian countries is much higher than it needs 
to be. May I therefore suggest that the feasibility studies, which are to be performed, 
take water consumption as their starting point for design and construction of waste 
water treatments plants. If this is not done, investors will run a considerable risk of 
building waste water treatment plants bigger than needed which we cannot afford, 
neither from an investment point of view nor from an operation and maintenance 
point of view. 

I think that a reduction of water consumption - with its necessary repair and 
maintenance schemes - would also give many people a more reliable water supply 
which is definitively an important health and wellbeing factor. In addition, water 
production costs would be reduced and water as a resource would be saved. 

I would strongly recommend that this integrated approach be used when improving 
waste water treatment. 
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2. 

3. 

May I add, Mr. Chairman, that in the action programme I have not seen provisions 
made for introduction of mechanisms to monitor if the objectives set are met through 
the investments made. I trust that such mechanisms will be introduced in due course. 

Economic development 

My second point is regarding economics. 

During the past two days we have discussed a lot about investments, financing and 
co-financing, pay back periods, interests, cost recovery etc. as if these investments 
only have negative aspects. I am, of course, not saying that such investments are free 
of charge, because that is not true. But I think that it should be taken into account 
that many of the investments discussed will also have a positive effect on the 
economies of the riparian states. I am especially thinking of investments which will 
improve bathing water quality - as well microbiologically as aesthetically. 

I thin that is should be remembered, that the beaches of the Southern and Eastern 
Baltic Sea riparian states have once been among the major tourist resorts of Europe, 
although this is many years ago. But it might well be so again it tourists could be 
given beaches with safe bathing water and not, as now, beaches where bathing is 
prohibited in many areas. 

However, tourists are nowadays not only looking for clean bathing water. They also 
want clean beaches and they want a reliable supply of drinking water of a good 
quality. Again things should be looked at in an integrated perspective. 

Decentralization 

My third point regarding the action programme is concerning decentralization which 
has also been discussed at this conference. The involvement of local authorities and 
NGOs - which is necessary when decentralizing - is also an important issue of agenda 
21 of the Rio conference. 

It is the experience of my Organization that problems like the ones we are dealing 
with here are solved most efficiently if planning, decisions, implementation, 
monitoring and enforcement takes place as close as possible to the place where the 
effects are felt, i.e., at the lowest appropriate level. Decentralization therefore has 
my full support. 

However, decentralization of tasks - for example to build and operate a waste water 
treatment plant - will never become successful if authority is not delegated as well. 
And authority, when solving environmental health problems, is often closely 
associated with money. In Europe, expenditures spent by local authorities vary from 
6 % to 70 % of total public expenditures. It is clear, that local authorities in the latter 
part of the sc;ale, have much more flexibility and thereby better possibility to influence 
environmental quality in a positive way. 

. ~ ·, 

This should be thought of when asking local authorities to take responsibility for the 
tasks of the action programme. 
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Finally, Mr. Chairman, allow me to take off may WHO chapeau for a moment in 
order to inform you that for more the 15 years before taking may present position 
in WHO, I was head of environmental protection in the Danish province south of the 
Copenhagen region, right in the middle of the Baltic. Through careful monitoring 
over all these years - and sometimes on my own body - I was able to follow and feel 
the deterioration of the water quality of the Baltic. We often asked for something to 
be done in order to stop the deterioration. Sometimes we also felt that the Helsinki 
Commission did too little, that reports were just elaborated and then put on the 
bookshelf. At some point we even reached across the Baltic towards our colleagues 
in the region of Gdansk and to the Polish secretariat of the Helsinki Commission in 
order to have things speeded up. 

I therefore think that you will understand how satisfied I am that now at least an 
action programme has been prepared. 

May I express my sincere wish that it will not take another 15 years to have the 
action programme fully implemented. 

I wish you good luck and would like to assure you of the willingness and readiness 
of my Organization to assist you in any possible way. 
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Statement at the High Level Conference on Resource Mobilization for the Baltic Sea 
Joint Comprehensive Environmental Action Programme 

Mr. Chairman, 
Your Excellencies, 
Distinguished Delegates, 
Ladies and Gentleman, 

Gdansk, Poland 
March 25, 1993 

I have the honor to speak on behalf of the Coalition Clean Baltic, a network of 22 
environmental NGOs from'all of the Baltic Sea Region Countries. We held a NGO Seminar 
on Public Awareness and Environmental Education in Gdansk on March 21, 1993. 

The Seminar adopted some. conclusions and recommendations that we presented yesterday at 
the· session on ~.ctions to effectively use programme resources. 

We need not elaborate on the importance of protecting the Baltic Sea. It is obvious that we 
all agree on the need for action. We are here, however, to discuss Resource Mobilization and 
implementation of the Joint Comprehensive Programme. 

First of all, we must begin the implementation process for the Action Programme. It is clear 
that the financial institutions have money available for loans. It is, however, also clear that 
the investors are hesitatant due to a of a number of problems. For example, the financial and 
administrative capabilities of the recipients to manage and generate returns for investments. 
This concern was addressed by the World Bank yesterday. 

ll is necessary to have a clear commitment from governments to provide the initial funding 
in order to · facilitate further investments. Without such commitments we risk the failure of 
the Joint Comprehensive Programme and the possibility of it becoming yet another mere 
statement of intent. 

Mr. Chairman, 

'onsidering the resources to finance and mobilize the Joint Comprehensive Programme, we 
pr·opose several options. 

I , The use of Debt-for-Environment Swaps as a source of financing necessary projects in 
t• r~vironmental and nature conservation, citing the Polish proposal as an example. We await 
1 urnmitments from all Western governments to further serious study of these possibilities. 

I 

' The new climate of Uflderstanding and cooperation between the Baltic Sea Countries will 
1illnw substantial resources to be transferred from the military sector to comprehensive 
• uvironmental protection measutes in the ·Region. This possibility was originally discussed 
' a source of funding in the Ronneby Declaration 1990 by the Prime Ministers of the 
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countries in the Baltic Region. We propose that all countries in the Baltic Sea Region reduce 
their military expenditures by at least 2% and allocate those funds for the implementation of 
the Joint Comprehensive Programme. At this point, we have had no reaction from the 
governments in the Baltic Sea Region. 

3. A commitment for mobilizing resources could also be constructed in the following way. 
"One appropriate goal for the countries around the Baltic would be a fixed percentage of the 
GNP of each of the countries should be used annually for the coming ten years exclusively 
for the implementation of the Programme." 

Mr. Chairman, 

We realize all investment activities on both point and non-point sources within the Joint 
Comprehensive Programme are in need of financing. However, regarding the reduction of 
pollution loads to the Baltic Sea, funding activities that target non-point sources (e.g. 
agricultural run-off, rural settlements, air-pollution from transportation and energy 
production) should be given more attention than it currently receives. 

The stress should be on eliminating the sources of pollution rather than installing end-of-pipe 
technology. It is in this respect that the use of ecological ~ngineering approaches must be 
encouraged. This is consistent with the 8 Key Principles of the Joint Comprehensive 
Programme. Of these 8 Key Principles, applied research in eco-technology satisfies seven of 
them, while many current iniatives satisfy one or two at most. 

The total estimated costs of the Joint Comprehensive Programme are distributed as follows: 
78% to Investment activities for point source pollution, 19% for Investment activities for 
non-point sources and 3% for the other five components of the Programme. This represents 
a great imbalance between proposed investment activities for point and non-point sources and 
their respective contribution of pollutants to the Baltic Sea. Rather, if we were to take into 
account, nitrogen loads, for example, the proportion of investment activities should be 
reconsructed in a more cost-effective manner. The financing of activities that address non
point sources must be increased. 

Mr. Chairman, 

Also of special importance is the funding of the other five components of the Joint Action 
Programme, besides Investment activities. Although they represent only 3% of the total 
estimated costs of the Programme, they are equally important. We welcome funding proposals 
in these areas as well. 

Coming from th.e NGO community, we want to underline the importance of an immediate 
start of activities designed to increase Public Awareness and Environmental Education within 
the Action Programme. We believe that our organizations can and indeed should play an 
important role in the implementation of the Programme. It is vital to inform the public about 
HELCOM activities to create a public understanding and build support for HELCOM work. 
We believe substantial resources should be allocated, primarily in the form of government 
or other funding, to support environmental education, ·training, and increasing public 
awareness. Coalition Clean Baltic has already started several activities in this area. We would 
very much like to see proposals for financing and direct involvement by governmental and 
other institutions. T he contribution from educational institutions is necessary for the 
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implementation of the Public Awareness and Environmental Education component of the 
Programme. We expect concrete comm~tments as an expression of government responsibility 
for this implimentation process. 

Mr. Chairman, 

Without financial commitments there will not be any subsequent investments of the necessary 
scale and hence the implimentation of the Joint Comprehensive Programme will be a failure. 
The succeSs of the Baltic Sea Joint Comprehensive Programme now lies with the 
governments. 

Thank you. 
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Annex 

GNP and Military Expenditures for Baltic Countries 

Estimations of 1% of GNP and 2% of Mil itary Expendi tures 

No country GNP Military GNP 1. 0% Military 

(total) expend. 1991/ 92 expend. 

1991 / 92 1991/ 92 mln. USD 1991/92 

mfn. USD ml n. USD 2.0% 

mln. USD 

1. Denmark 110 161 2 423 1 102 48.46 

2. Estonia 10 076 ? 100 ? 

3 . Finland 116 838 1 986 1 168 39.75 

4. Germany 1 482 549 69 670 14 825 1393.40 

5. Latvia 18 610 ? 186 ? 

6. Lithuania 22 415 ? 224 ? 

7. Poland 70 365 4 855 704 97.10 

8. Russia 882 501 ? 8 825 ? 

9. sweden 191 673 5 560 1 916 111.20 

TOTAL 2 905 188 ? 29 050 ? 
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STATEMENT BY 
MR. JESPER GROLIN, POLITICAL ADVISOR, 

GREENPEACE INTERNATIONAL 
AT THE HIGH LEVEL CONFERENCE ON RESOURCE MOBILIZATION 

24-25 March 1993, Gdansk, Poland 

Mr. Chairman, 

I shall confine myself to two brief points, which this conference of Baltic Environment Ministers 
could deal with. 

Let me begin by saying that Greenpeace International shares the view, expressed by the Coalition 
clean Baltic, that far too little money is allocated in the Baltic Action Programme to control of 
diffuse, non-point source of pollution. 

This is particularly critical with regard to the nutrient load of the Baltic. There is a very real 
danger that the environmental benefits achieved by huge investments in waste water treatment will 
be.:cancelled out and negated by increased nitrogen discharges from the agricultural and transport 
sectors of the Eastern Baltic countries. 

Not only are the planned investments for diffuse sources too small, but most of the money will 
only be spent in the second phase of the Programme in five years time, when it may be too late. 

Hence, there is a need to refocus the Action Programme. 

Mr. Chairman, 

Turning to the Gdansk declaration to be adopted here today, Greenpeace finds it worrying that the 
ministers have not even been able to make firm, unconditional commitments to ensure that adequate 
funds will be available to implrment the Action Programme. 

In this context, Greenpeace finds it particularly worrying that there are not commitment to increase 
grant financing since this is likely to be especially important to the control of diffuse sources. 

Hence, Greenpeace would like to suggest to the ministers that they amend the declaration to 
include an acknowledgement of the particular importance of controlling diffuse sources of 
pollution, and that they make an unconditional commitment to ensure at least the availabil ity of the 
necessary financial resources to implement the Action Programme. 

The latter could be done simply by substituting the words "make all efforts to mobilize .. . " in 
operative paragraph l with the words "ensure the mobilization of .. . ". 

Mr. Chairman, 

Greenpeace fully shares the Danish Minister Auken's critique of the Financial Institutions and their 
unwillingness to provide &oft-loan packages for Eastern European states, but ultimately, it is the 
responsibility of the Baltic 'stateS to make sure that the money for the implementation of the 
Programme is available. ; 

If they can;t ·twist the arms of the' Financial iinstitutions, they have the responsibility to find other 
sources. Many imaginative ideas been circulating at this conference. A Baltic Lotto has been 
suggested by some, cuts in defense budgets have been mentioned by others. 
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However, this is not the place to discuss the details of implei?entation; this _is the _Place to define 
responsibilities for ensuring adequate financial resources, and tt would be a dtsappomtment- ~o say 
the least _ if the ministers, by adopting the Gdansk declaration. with the pres~~t. formulatiOn of 
para. 1, raise doubts about their willingness to accept the ultimate responstbtltty for the full 

implementation of the Action Programme. 

Thank you, Mr. Chairman. 
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Statement by Berti! Hagerhall, WWF Baltic Programme Co-ordinator. Gdansk, 25 Ma:rch 1993 

Excellencies, Ladies and Gentlemen! 

On behalf of World Wide Fund For Nature, WWF, I thank you for this opportunity to address 
this important meeting. We are all aware of the urgent need for concerted action in order to 
implement the Baltic Sea Joint Comprehensive Environmental Action Programme, and ·this 
meeting is a manifestation of that awareness. 

WWF has enjoyed observer status with HELCOM since 1991. During these two years we have 
made great efforts to contribute constructively to the work of HELCOM, especially on issues 
of nature conservation and the protection of biodiversity in .the Baltic Sea region. 

We. have, indeed, appreciated .the constructive co-operation between wwF and the HELCOM 
Task Force, as ··a. promising start, and now, particularly, the continuing co-operation with the 
HELCOM Programme Implement:atioti Task Force. Hence, WWF welcomes the opportunity to 
act as co-ordinating organization for the implementation of the Action Programme component 
Management Programmes for Coastal Lagoons and Wetlands. In doing so, WWF acts on behalf 
of HELCOM PITF. 

Last Monday, 22 March, here in Gdansk, WWF organized a Seminar on Integrated Coastal 
Zone Planning and Management, and the discussions and conclusions from that exercise clearly 
demonstrated what profound interest there is from all areas and regions listed for priority action 
in the Programme, to work together. There is a genuine wish to pool resources in order to 
develop truly integrated management plans which will protect or restore the ecological functions 
of the coastal area in question and, at the same time, ensure that any economic activity within 
the area is also sustainable is the long run. 

Sustainability can, as you know, be interpreted in many ways. In this context we have, however, 
a clear meaning of the concept. Man and nature can and must live in harmony in these sensitive 
and multifunctional areas around the Baltic Sea. Such a balance can be struck, and there is still 
time to find and establish it, for the long-term benefit of ourselves and our living environment. 

Coastal planning and management includes an overall perspective of the role and importance of 
these areas. People can make their living off the coastal zone for a long time, on a solid basis, 
tf natural values are maintained . Sustainable fisheries, and sustainable tourism, as well as the 
operation of urban eco technology has a clear economic value and a socio-economic one, too -
11nd the latter is just as important. Coastal zone planning and management is, therefore, not 
~olely a question of nature conservation for its own sake - although the overall protection of the 
,. ·onomically and ecologically rich biodiversity in coastal lagoons and wetlands is important 
t•nough per se. Coastal zone planhing and management is a concern for society as a whole, for 
rite coastal areas themselJes as well as for society inlands, is each of the countries around the 

69 

- ------------------------------~~-----------



Baltic. 

Excellencies, Ladies and Gentlemen ! 

The Joint Comprehensive Action Programme, together with the .Second Pollution Load 
Compilation. form a solid basis for action. Although not perfect or definite, these two documents 
probably constitute the best basic material presented for any region of the world. We know 
enough about the environmental state of the Baltic Sea region, and about the ways and means 
to improve the environment and preserve the natural values of our region, to be able to act now, 

concertedly and with firm determination. 

However, today practically no financial resources seem to be available. We still have the urgent 
Action Programme, with its clear price tags, but the financial resources for its implementation 

are scarce, to say the least. 

We urge you to give the. Baltic a fair. chance of recovery. Another failure will be fatal, and is 
unforgivable. Therefore, WWF suggests a constructive refocusing of the Action Programme. Let 
us put a hold on all grand plans and expensive new studies. Instead, let us concentrate on a more 
realistic and ecological approach, with a larger number of small projects that will protect, restore 
and enhance the environment's own capacity to handle a substantial share of the pollution load, 
particularly of nutrients. A variety of such very interesting and promising projects were 
presented at our seminar, and I hope· that the resulting funding proposals will be considered 
favourably. We believe that they are cost-effective in the best sense of the word. They combine 
the benefits of local resources utilization with a minor demand for foreign currency, and they 
allow for a fruitful transfer of know-how both ways across the Baltic. · 
In other words, they meet with the criteria agreed at this conference yesterday .. 

One way or another the spirit of the Action Programme must be honoured. WWF, on its part, 
is prepared to do its share - and to do it now! 

Thank you! 

70 

High Level Conference on Resource Mobilization 

Statement by Anders Engstrom 
President of the Union of the Baltic Cities 

Mr. Chairman, 
Your Excellencies, 
Ladies and Gentlemen , 

As the. ~resident of th~ Vnion of the Baltic Cities, an organization com risin almost 
forty Cities leGated ~y the Baltic Sea, I would like to give a short stateme~t on fhe role 
we .assume, the Unwn. can play in the ongoing Programme aimed at the Baltic Se~ 
environmental restoratwn. 

For our organizati?n that was. the Baltic Sea Conference of Ministers, held in 
~o~~eby, Sweden,. ~n 1990, whtch was a prerequisite for founding the Union. Also 
s1m~ ~rly to the s~1nt of that Conference, the goal of the Union is to contribute to ~ 
~oalst~Ive democratic and economic development for the benefit of people living by the 

he Sea as well as for the entire region. 

""!~ are now ";itn~ssing the creation of a new model of activity at the level of the 
ctties. ~he Unwn IS a forum of clearing, harmonizing and implementing man ideas 
of possible and demanded cooperation and forms of activity. y 

A lot of ~~tizens in o~: cities as well as their welfare depend on, to a big extent d 
are condttwned, traditionally, by the nearby existing Sea. ' an 

~conodmic activitie~ like fishing, fish processing, recreation or water sports strongly 
epen on the quahty of the marine environment. 

' 

Therefore from the very beglnn' t f . . ; . mg ens o mayors who were present at the Foundin 
Conference did not hesitate about the fact that the · d c · · g , ··· . re ts a nee 10r estabhshmg a 
co~mtss~o~ th~t would let, in a continuous and competent way, include cities with 
their soc1et1es mto the process of restoration of the · · manne environment. 
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At this meeting, which is inevitably an important historical step in cooperation in the 
Baltic Sea Region, our Union participates already as a formal observer of Helcom 
Programme Implementation Task Force. We consider this fact, first of all, as an 
obligation that all the Member Cities of the Union will be included in the 
implementation of this programme in a practical way. 
Some cities need assistance with environmental problems. Some cities are ready for 
feasibility studies. Many cities have a unique knowledge and experience in different 
fields - waste water treatmnent, waste disposal, energy planning, heating systems and 
so on. Use these resources and you can make progress in a cheap and successful way. 

Our Commission on Environmental Protection, led by the cities of Arhus and Turku, 
had a number of remarkable achievements in this field . 
We have a wide experience from a project called "City Sustainable Development" 
programme implementation concerning rational planning of the city development; we 
have started a process of experience and knowledge exchange leading to the 
institutional strengthening and development of human resources necessary for a 
successful .protection of the Environment. 

Therefore I would like to emphasize that there is a strong political support from the 
cities and their authorities for effort aimed at environmental protection. This support 
was expressed by Mayors of our Cities at our meetings as well as during the Annual 
Conference of the Union which was held in Kalmar, Sweden, last year. That time it 
was decided to recommend to adopt by the Cities Councils text of the Nordic Council 
Declaration so called Oslo Declaration dealing with the democratic development of the 
decision making procedures in environmental protection context. 

Now, from this place, I would like to declare the support of all 
the Union Member Cities for the process of the follow up to the Baltic Sea 
Programme. We see our role, as it was stated in the background document of the 
Gdansk Conference, in coordinating municipal twinning initiatives. 

We look upon this event from the broader context of support for a long and complex 
process of practical implementation of political changes in the cities whose societies 
have to create a practical model of procedures of decision-making; cooper:ation of 
political parties in the decision-making process; governing the budget and many other 
matters conditioning proper building of welfare in the market economy. 

The experiences we can exchange in that sphere are of a crucial importance for the 
practical realization of the programme and possibility to achieve improvement. We are 
highly aware of the scale and responsibility of the process. 
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As a conclusion we ~hould like to put forward a concrete proposal: that a systematic 
programme of expertise transfer through twin city arrangements is adopted as a part of 
the .Institutional Strengtheni_ng and Human Resource Development component of the 
Action Programme. The Unwn of the Baltic Cities hereby offers to take the leading role 
for such an activity. 

Thank you for your attention. 
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Baltic Sea Environmental Programme 
Diplomatic Conference on Resource Mobilisation 
Gdansk, Republic of Poland 
24 March 1993 

Peter Laursen 

****** 

Mobilising Resources for the Baltic Sea 
Environmental Action Programme - An Overview 

Mobilising resources to implement the Baltic Sea Environmental 
Action Programme is inevitable a long term task. 

Potential resources are very fragmentary and the resource basis 
has actually been diminishing. 

In the initial phase, priority should be given to lay a so I i d 
foundation to carry out the task. The legislative and policy 
framework has to be put in place, local institutions have to be 
strengthened and economical incentives have to be established. 
Scarce resources have to be used efficiently, concentrating on 
achievable targets and on those projects which in reality can be 
carried through. 

Resource mobilisation comprises not just grants and loans. NGO
action, twinning city co-operation and a broad private sector 
involvement is as important. 

When preparing environmental projects, increasing emphasis has to 
be given to overcome financial constraints. Innovative financial 
engineering is as important as proper technical planning. 

The bulk of the resources needed to implement the Baltic Sea 
Programme have ultimately to be raised domestically. Foreign 
borrowing and, in particular, foreign grant assistance is, however, 
of critical importance under present economic constra ints in 
Central and Eastern Europe. 

The severe problems in mobilising financing for environmental 
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improvements in the Central and Eastern European countries are 
thoroughly discussed in the Conference background document. There 
are also many proposals to overcome constraints in the short run 
and in a more distant future . The pace will depend on general 
economic developments in the recipient as well as in the most 
relevant donor countries. The background document outlines a 
number of important proposals for initial action, requiring donor 
gra~t financing for technical assistance, studies and special 
proJects . 

In my presentation, I will supplement this with highlighting what 
could be done to mobilise existing financing resources to benefit 
environmental projects, and to use such financing efficiently. 
Furthermore, I will focus on issues which are of joint interest for 
the participating countries, and which could be commenced in the 
short run, even with present constraints. 

Firstly, .. -make environmental projects more attractive for 
' financing . 

Environmental projects have to compete with other needs for 
scarce domestic and international financing. From a lender's 
. ' ' . ' mvestor s or guarantor s perspective, a fundamental project 
approval criteria is whether a project will generate a positive cash 
flow, in order to 
- secure sufficient owner's resources to implement the investment 
and operate the plant, including proper maintenance; 
- provide a buffer for unexpected increased financing needs during 
implementation; 
- enable direct debt servicing; and 
- provide a return to equity investors. 

The basis for this is that the consumer pays the full costs, 
including capital costs, for clean water and waste disposal 
services . 

Could anything be done regionally in this respect? At least, there 
could be a strong joint endorsement to implement the principle of 
"consumer and polluter pays", as a general requirement for 
financing, but also to avoid pollution related production and trade 
distortion in the region. 
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Secondly, improve the quality of environmental financing proposal 

Too often project proposals submitted to financiers are 
insufficient'ly prepared even to decide whether to st~rt 
scrutinising the proposal. In such cases, .there is a need to as~1st 
municipalities, industries and other mves~ors cont~mplatmg 
environmental investments. For example, an mvestor m1ght need 
outside expert advise to improve the vi~bilit~ an~ cash flow of a 
project, to identify and evaluate potential fma~cmg sou~ces, . to 
present the project for financing and .to .negot1a~e the. fma.ncmg 
terms. A key task might also be to ass1st m financ1al engmeenng. 

An environmental investor advisory scheme could be arrange~ .in a 
cost effective way by mobilising presently under-utll.ls~d 
environmental technicians and managers, for example w1thm 
twinning city arrangements. Such a scher:te could ~e modelled 
according to established small scale busmess adv1sory service 
schemes in the region. 

Could HELCOM or NEFCO, with a backing from the international 
financing institutions, consider to organise such a scheme ? 

Thirdly, develop domestic financing sources. 

In the long run, the bulk of financin~ for environmental 
improvements must be raised from domestiC sources. 

A project that doesn't generate foreign exchange income. sh~uld be 
financed domestically, in order not to expose the p~oJeCt s c.ash 
flow to a foreign exchange risk . Export cred1t agenc1es, 
multilateral institutions and bilateral donors have a Is o 
restrictions in providing financing for local cost procurement. 

Where special purpose environmental Funds have been ~stablished 
to channel pollution fees or budgetary funds to environmental 
improvements projects, these Funds should be ~upported, where 
needed with staff training and management adv1smg, as well as 
through cofinancing, in order to improve the efficiency in 
allocating scarce financing resources. 

The same applies for commercial and investment banks providing 
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medium and long term project financing. When foreign credit lines 
are extended to refinance lending for environmental projects, it 
would be important that initial support to this aim is also made 
available. 

Could it be a task for the World Bank or EBRD set up an appropriate 
institutional strengthening programme, focusing on the 
environmental sector ? 

Fourthly, use available financing efficiently. 

To the extent possible, projects should be made financially viable 
and funds for such projects should be recycled. A recycling requires 
an appropriate financial mechanisms. 

For example, an .alternative to provide loan interest subsidies or 
grants to pay for certain project components, would be, in cases of 

, financially viable projects, to provide such funds in the form of 
equity. Initially, equity is not a burden to the cash flow of the 
project, nor does it increase the indebtedness of the recipient. 
However, if and when a project becomes profitable and generates a 
positive cash flow, the funds can be recovered and recycled. 

An example is the Nordic Environment Finance Corporation (NEFCO). 
Would such a financial mechanism be of interest for national 
environmental funds and development finance institutions ? 

Fifthly, mobilise additional resources through cofinancing 

Fragmentary sources which are potentially available for the Baltic 
Sea Environmental Programme could be mobilised through 
cofinancing instruments, addressing key constraints such as 
financier's 
- lack of administrative resources to identify and prepare 
environmental projects for financing decisions, as well as monitor 
project implementation; and 
- need to reduce project and/or credit risks. 

Specifically, I envisage cofinancing instruments whereby the World 
Bank or EBRD would provide long term project financing, coupled 
with an 11 Umbrella" for participating cofinanciers. Such an umbrella 
should comprise' ·a reduction of project risks by a thorough project 
appraisal and implementation monitoring, including cofinanced 
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project components. It should al:o .provide assistance in debt 
collection and a comfort as to cred1t nsks. 

Environmental cofinancing could be designate? for (i) bilate~.~l 
donors, (ii) export credit agencies . or commerc1al banks and (111) 
domestic financing institutions, w_h1ch . would be expected t 0 

provide additional, co-ordinated f1nancmg on favourable terms. 

Could the participating international financin~ institutions .look 
into the special problems with regard to en.v1ronmental ~ro;e~ts 
and the Baltic Sea countries, and develop ta1lor made cofmanc~ng 
instruments for mobilising both domestic and relevant fore1gn 

financing sources ? 

Last, a Push & Pull for the Programme 

It is evident that a successful implementation of the_ Baltic Sea 
Environmental Action Programme w~l~ r~quire cont~nuous and 
extraordinary efforts in resource mob1hsat1on. 

There are key elements where the. ~articip_ating countries and 
financiers would clearly benefit from JOint act1on,. such a_s 
_ to raise the profile of the programme and 1ts projects in a 
competition for scarce resources; . d 
_ to develop and implement for the environment sector tailor-rna e 
training, management advice and institutional strengthening 

programmes; and 
_ to initiate well targeted cofinancing instruments and schemes. 

The Conference background document proposes improved co
ordination, which I fully support. 

But isn't it necessary to go even beyond this, and establish a "Push 
& Pull" for the programme? 

I · a h·1ghly competent P&P-Commando Force is needed for n my v1ew, . . · f · g 
f 1 work on the spots in financ1al engmeenng, co mancm 

~~~~s~~~ce and lobbying . It is of crit_ical im~ortance ~hat ~he 
international financing institutions rema1~ full~ ~nvolved, ~nclud~ng 
taking a lead role in actual project f~nanc~ng. After all, _t he 
technical assistance will only clean sewer~ge if and. when project 
financing is also made available to modern1se and build the needed 

treatment plants. 
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HARRO PITKANEN 
Director 
The Nordic Environment Finance Corporation - NEFCO 

EQUITY FINANCING 

The purpose of this paper is to briefly discuss the role of equity financing in the context of 
environmental investments. In many, if not most, cases environmental action requires some 
level of capital investment, thus causing a need to raise the financial resources necessary for 
the implementation of the project. 

One way of mobilizing financial resources for investment purposes is to structure the project 
as a corporate entity. This requires an adequate equity basis to make the company strong 
enough to survive difficult periods and to be able to mobilize additional external financing. 

What is then ... char~cteristic for equity compared to other financial resources? Equity can be 
described as the money put at 'risk in a project by the sponsors/investors, i.e. the 
shareholders or owners of the project-company. Equity is different from loans in particular 
because it does not have a specific term within which it is paid back to the investor and 
because it is only compensated out of the net profits of the company. Lenders again normally 
require repayment of the capital and a continuous yield in the form of regular interest 
payments, principally regardless of the performance of the borrower. 

On the other hand equity is different from grants because the equity investor is making the 
investment expecting a return on the investment, i.e. as a commercial undertaking. 

It can also be pointed out that equity constitutes the lowest priority funds of a company (with 
the exception, of course, of grants that are never expected to be repaid) meaning that in a 
liquidation all other holders or claims are entitled to be paid prior to the equity investors. 
On the other hand these are then entitled to share all the remaining assets of the company, 
which in the positive case means an increase of the value of the original investment. 

Why is equity then so important? First of all precisely for the reasons cited above. Equity 
is a favourable source of funding, particularly at the early stage of a company's life, because 
it does not impose a financial burden on the project-company until this is able of generating 
profits which can be distributed as dividends. Undercapitalization is one of the main reasons 
for failure of particularly new enterprises, because the burden to service external debt 
becomes too heavy. 

Secondly, on the other hand, a sufficiently strong equity basis is required in order for a 
company to be in a ppsition to raise other, external, financing. Other financiers , be they 
banks or other lenders,' are 1never willing to provide all the funds but require that the 
sponsors of a project Show their commitment by placing their own resources at risk in the 
form. of equity. 

Also other external parties such as suppliers, trace creditors and contract counterparties view 
equity as an essential "buffer" and proof of commitment from the investor's side. 
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Thirdly, from the sponsors point of view, under the rules of company law the equity 
investors are the parties who are in control of the company (although in practice of course 
this control is limited by public intervention and regulation and conditions imposed by 
external parties such as financiers). This also entails that the ultimate financial benefits which 
can be derived from a successful investment belong to the equity investor. In principle the 
upside potential is unlimited, the equity investor is entitled to all the assets after external 
liabilities have been paid off. 

Finally it deserves to be mentioned that from the point of view of public sector financ~ng 
mechanisms, equity investment schemes compared to grant programmes have the attract10n 
of being by nature recyclable. The same funds can be used again and again for new projects 
as a well managed investment portfolio will maintain and even increase the value of the 
assets which can then be disposed of. 

In principle even 100 % of the necessary resources for a project could be mobilized in the 
form of equity, which in smaller new projects may indeed in many cases be the best 
solution. But then again the sponsors would normally not be willing to tie their own capital 
to a project more than necessary, if the project is in a position to service external loans. 
Thus the normal situation would be a combination, pooling, of different resources. 

On the other hand, needless to say, all projects cannot and should not be implemented as 
equity based investments. This in particular goes for many public sector investments. But it 
should be emphasized that the commercial nature of an equity based project frequently would 
promote a more efficient use of resources. It also follows from this that a particular activity 
which can be established as a financially self-sufficient entity lessens the burden on e.g. 
budgetary allocations. 

Turning then to the environment sector, equity financing is an important instrument i.a. for 
the following reasons: 

- the general scarcity of resources makes it necessary to pool funds as far as possible. 
Mobilization of private sector resources forms one crucial element in this process; 

- public and semi-public sector resources can gain a better gearing, i.e. be put to a more 
efficient use, because an equity based project is considered viable and is thus in a position 
to mobilize other resources through direct investment and loans; 

- such projects increase the transfer of management skills and technology from the domestic 
or foreign corporate sector; and 

- it is important to involve the corporate sector into the environmental area, on the longer 
term only a marriage of ecology and economy can provide a framework for sustainable 
development. 

In which ways can this then be applied to the environment sector, how can we design 
environmental projects which do meet the prerequisites for equity investment? 

In our experience at least the following types of projects would have the potential of being 
structured in a way which opens up the possibility for equity based financing: 
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1. Provision of environmental services. 

Experien~e from several countries shows that various municipal services can be managed 
very efficiently by special purpose enterprises. In particular this concerns waste management 
and wate~ treatment. The entity handling the waste management services for a specific region 
?r operatmg the water and sewage treatment plant/s can be established and managed as an 
mdependent, profitable company. The key element here is that the company has the right, 
based on agreements and/or concessions, to charge a sufficient fee for the services provided 
and, of course, that the collection success ratio is high enough to generate a revenue stream 
which covers both operating and capital costs. Admittedly in many of the CEE countries 
today the economic situation imposes severe constraints for the setting of tariffs on an 
adequate level. The situation has to be analyzed case-by-case and in some instances it may 
for example be possible to mobilize external support to smoothen the transition to real tariffs. 
Nevertheless, on the longer run the corporatization of this type of services may be the best 
way of charging the polluter the actual cost of taking care of the problem. 

2. Moderni~~ion of industrial plants and energy production facilities. 

The industrial structure of the CEE countries is in an unfortunately large number of cases 
outdated. Technological modernization has not taken place even for decades and the 
processes thus are based on knowledge and values that prevailed a long time ago. This in 
co~b~nation with poor maintenance is a major reason for poor performance and large scale 
emiSSions. It therefore goes without saying that the modernization of industrial plants in 
many cases will bring at the same time critical improvement in profitability of the enterprise 
as well as considerable reduction of the environmental burden, simply because up to date 
technology is generally both more efficient and less polluting than its predecessors. Such 
modernization projects will often also include end-of-stack solutions which, if singled out, 
would not as such be financially viable, but when taken as a part of comprehensive industrial 
rehabilitation project will be financiable. A precondition for any such project of course is 
that the investment as a whole is viable, to put it simply that the plant in question after 
rehabilitation will be in a position to be competitive and operates in a sufficiently strong 
market. 

The same argument is in many cases applicable to the energy sector as well. 

3. Supply of equipment and services needed for environmental investments. 

A third group of potentially profitable environmental projects are those which are based on 
the setting up of enterprises that provide goods and services needed for environmental 
investments. In most cases environmental action, be it on the individual, corporate or 
municipal level, requires an input of some form of hardware or software. This creates a 
demand for various types of equipment and services and thus a business opportunity for those 
who can supply what is needed. The critical preconditions for success in this field are on one 

I 
hand the legal framew<?rk and on the other hand the purchasing power of the potential 
customers. Only if" the laws and regulations of a country impose sufficiently strict 
requirements and if these rules are efficiently enforced will demand for environmental 
products sustain businesses catering for the environment sector. And only if those needing 
such goods and services are actually able to pay for them will the producers have a market 
supporting their business. 
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Finally let me briefly mention the main sources for equity investment in the environmental 
sector in the CEE countries. 

On the basis of what has been said before the private sector naturally should be the prime 
source of funds for this purpose. To be precise we should not only talk about the private 
sector but rather the corporate sector, because in many cases it is irrelevant from the point 
of view of mobilization of equity, whether the investor is a truly private enterprise or a state 
of publicly owned entity. Because investments in this field are frequently associated with high 
risk, it will in many cases be beneficial and even critical to have the support of financial 
institutions specifically set up to work with these issues. On the multilateral level this group 
includes institutions such as the EBRD, the IFC and NEFCO. In addition there are a number 
of national, bilateral,development financing institutions working in the field of equity 
investment. As markets develop we can also expect commercially based investors to get 
involved for example through participation by various investment funds etc. 

As a concluding remark I would like once more to emphasize that equity financing of course 
is not and cannot be THE answer to all financial needs in the environmental sector. The 
purpose of this intervention has rather been to point out that whenever we can, we should 
look for possibilities to implement environmental investments in the form of self-financing, 
viable entities and that there are more opportunities for this than we may think at the outset. 
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Introduction - self and ING 

II SAy WHAT YOU ARE GOING TO SAy II 

Conference primarily concerned with the Baltic Sea; hut no specific experience of 
private sector tinancing for Baltic envi ronmental projects: hence private sector 
perspective based on other environmental -related projects in Poland 

As Poland probably among the countries with more difficult access to linance sources, 
using it as an example should he representativt: of potential problems other countries 
in the region may encounter in financing their projt:cts 

Proposed contents: 
• Focus on the issue of Poland X-border risk and explain why interest among 

commercial banks for new Polish risk is low 

• I;;_xplain pt)ssible solutions which neutralise the risk perception of commercial 
banks 

• Practical examples 

• Summary: the role that commercial banks could play in the environmental 
projects in the Baltic region 

"SAY IT" 

Poland X-border risk perceived to he high 

Reasons: 

no agreement with London Club (explain London Club if necc.) 

high debt service ratio 

high budget deficit 

Impact on the international bank market: 

very few banks interested in providing facilities to Poland, the very few that are for 
short periods of time, normally not exceeding 6 months 

sovereign risk provisions imposed hy the central hanks as a percentage of the exposure 
being undertaken, making new money lending unprofitable 

Polish state considered poor credit risk 
• ~ ' t I 

Effect: lending to undertakings ope rating in Poland hy international commercial banks 
unlikely in the foreseeable future, to state-owned entt:rprises even more so, without 
significant credit enhancements 
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nr------------------------------------------ ----------

Ways of making transactions more acceptable to international hanks: 

• 

• 

• 

receivables-based structures (stress OECD, ie. "quality", receivables); explain 
concept and significance 

IFis involvement in the transactions: they bring their own money, hut even 
more importantly they provide a major credit enhancement in the form of the 
preferential creditor status (explain); importance of the preferential creditor 
status - no sovereign risk provisions required; stress that pref. creditor status 
is not a guarantee 

ensure that the borrower is independent from the state, ie. that it operates on 
commercial principles, understandable to intl commercial hanks, without any 
possibility of political pressures; spin the borrower off from the state if 
necessary 

Example: Polish power station for which lNG is acting as financial adviser in respect 
of reconstruction/modernisation of 2 generating units 

• scope of project: installation of modern technology which will cut down 
dramatically S02, NO" and C02 emissions 

• 

• 

• 

• 

• 

but problem: USD 300 million required to carry out modernisation, well in 
excess of what would be available from commercial sources 

IFis' involvement very important- would be expected to take longer maturities 
and provide commercial banks with preferential creditor protection 

direct export (stress direct thus reducing credit risk within Poland) of electricity 
would provide the means of repaying the incurred debt thus removing the 
reliance on the Polish state to generate necessary FX to amortise the debt 

independent company independent from the state (as far as operating decisions 
are concerned; strategy decisions agreed in advance) to operate the two units 
being modernised for a number of years (on a concession basis) could in such 
circumstances provide separation from the sovereign and reduce the political 
risk 

anticipated result (provided above measures adopted hy the company and 
successfully implemented): ability of commercial hanks to consider the 
transaction on its merits (although nothing will remove the political risk of 
Poland altogether) 

Example: Polish co-generation plant wanting to remove a serious environmental 
problem of t1y ash 

• scope of project: purchase and installation of modern technology which will 
receive the t1y ash and turn it into a building material of highest quality 

88 7 432490T 

• problem· sales f th 
1 

. o e end product anticipated to he largely domestJ·,. WJ.th 
resu tant convertibility risk "' 

• equipment will be purchased h as ec·. 1 , . . . 
owned, which will op,, rat·· J.t ay·' p .Ia purpose company, ma.Jonty privately 

... ... nu receive p·1ym . t f · 
co-gen plant and f<1r til , h -1.,. . ' en s or serv1ce rendered to the 

e UJ umg matenal 

• IFI involvement would provide the Jemie . . . 
and also take 50% o1' th , · k ( . - .r wJth the pretcrentJa] creditor status 

e ns co-1Inancmg) 

• some export sales of the huildinu material w l . 
some of the deht service o t uld provH.lc FX to cover at least 

• anticipated result: commercial hank (ING) 
transaction on its merits should he ahle to consider the 

}~xailJ_rle:. Polish coal mine wanting to reduce ash content 
resultmg In lower emissions at the bu . in the coal it sells thus 

rmng stage 

• scope of project: purchase of coal washing plant 

• problems: coal mine state d · · . 
-owne , ma.Jonty of coal sales to domestic purchasers 

an offshore special purpose com an tin· . 
leases it to a joint venture forme~ b y,th an.ced b~ ING, ownes the plant and 

y e mlne Wlth a Western operator 

• 

joint venture majority · . 1 . . pnvate y owned to provide separation from the mine 
• 

some washed coal exported to provide funds to cover the Ie · 
ase payments 

• 
Reaso~s why a project sponsor would turn to a co .·. . . 
a multilateral agency: mmerclal bank, and not d1rectly to 

• 

• 

a commercial bank like ING k . 
multilateral/bilateral flnancial instit~tio~~~s m touc~ with a number of 
understanding of the selection . 't . . .' the resu1~ of these contacts is a good 

· en ena of these vanou · t' · 
of a particular project for financin f h s lns llutwns; suitability 
referred to the ri t;ht institut · g rom t ese may be assessed and the project 

o JOn as a re~ult 

multilateral funds are finite· therefore the h 
as a catalyst to attract com~ercial hank ~sn~:uld be used, as much as possible, 

;·SAy WHAT YOU'VE .JUST SAID II 

Focused · on \probl f' . d 
. . ems ace by the commercial hanks h . . 
m countnes like Po1and: polifical risk . . . . . w en consJdenng transactions 

, convertlhlhty nsk, increased credit risk 

Considered ways in which . . 
1 

envuonmenta1 pn· t l·' 
1nvo vement SPVs . · .... t ~ec s cou u he made hankahle (IFI 

' ' receJvallles structures) 
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II 
II 

d h the basl·s ')t. tW() transactions ING Bank is currently Illustrate t ese concepts on ~ 

involved in 

Described the role that commercial banks could play in 1inancing environmental 

projects in the Baltic region 
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BALTIC SEA ENVffi.ONMENTAL PROGRAMME 
CONFERENCE ON RESOURCE MOBILIZATION 
Gdansk, 24-25 March 1993 

Financing the Baltic Sea Environmental Programme; 
Constraints and Issues 

LOAN RISK GUARANTEES 
MR EERO TIMONEN, DIRECTOR, 
FINNISH GUARANTEE BOARD 

Export Credits 

Export Credit Agencies 

Broadly defined, an export credit arises whenever a foreign buyer of exported 

goOds or services is allowed to defer payment. Export credits are generally 

divided into short term (usually below two years), medium term (usually two 

to five years) and long term (usually over five years). They may take the 

form of "supplier credits", extended by the exporter, or of "buyer credits", 

where the exporter's bank or other financial institution lends to the buyer (or 

his bank). Export credit agencies may give official support to both types of 

credit. This official support may be limited to "pure cover", by which is 

meant insurance or guarantees given to exporters or lending institutions 

without financing support. Alternatively, it may be given in the form of 

"fmancing support", which is defined as including direct credits, refinancing 

and all forms of interest subsidies. Official financing support may or may not 

be given in conjunction with the basic guarantee or insurance facility. 

The expressions export credit and export finance mean the set of facilities 

available to an exporter in any country to help him cover the risks of non

payment in his export business. It is, therefore, essentially an insurance con

cept. Since, however, there will be no risk if cash is received from the buyer 

with each order, this insurance is required only when deferred payment terms 

are offered to the buyer, or when specific financing facilities are made avai

lable to him. Export credit is, therefore, a mixture of insurance and banking 

mechanisms. 
I 

No two national, export credit systems are identical. Each has evolved in its 

own pattern, and each operates in its own political and commercial environ

ment. The structure of each economy, the nature of its major industries and 

of their markets, the sophistication of its banking sector and insurance indust-
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ry, all play a part in detennining the set offacilities available to the exporter 

of that country, and how they work. 

A common type of export credit agency is the straightforward insurer. Such a 

company is sometimes a general insurer from the private sector who will in

sure the risk of non-payment in a domestic or export transaction. However, 

the large size of export transactions, the long credit periods required and the 

difficulty of assessing risks mean that private companies are either unwilling 

or unable to insure them and national governments have stepped in as under

writers, by reinsuring the commercial insurers. 

In other countries, the state plays a more direct role, either through a state

owned insurer or through a department of government. Whatever the fonnal 

system, however, the net effect is the same. For political reasons, govern

ments undertake to cover the unquantifiable risks which the private sector 

cannot insure. Following the debt crisis, most governments have faced se

rious losses from their export insurance activities. 

The provision of a government guarantee will encourage commercial banks 

to make loans for exports. But some export credit agencies can also provide 

finance, as well as insurance, in their own right. Alternatively, finance can be 

provided by a specialist bank, wholly or partly owned by the government or 

completely independent. 

Export Credit Insurance The risks covered in export credit insurance are nonnally regarded as 

divisible into commercial and political or buyer and non-buyer risks. The 

commercial risk is that which rests with the customer, i.e. his ability to pay 

for what he has purchased. The political risk is that associated with the cus

tomer's country and includes losses arising from such events as the cancella

tion of an import licence, war and civil war and more commonly of late the 

prevention by the authorities in the buyer's country of the transfer of the fo

reign exchange reserves (the Transfer Risk). While Government purchases 

may often involve a buyer risk, they are generally regarded as a political risk. 

But the division is not always so clear cut; the same underlying events can 

give rise to one or the other category of risk. If a country which is getting into 

serious economic difficulties applies severe deflationary measures these will 

lead to insolvencies and private buyer defaults. If it delays taking corrective 

action this may end with transfer delays, cancellation of import licences and 

Government defaults. 
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Government and Export Credit Insurance 

International Cooperation 

Export credit insurance is provided or supported by Governments because 

they want to encourage national exports. Government intervention has been 

considered necessary since it is generally believed that the risks, especially 

the political ones, are too large and unpredictable to be borne by private insu

rers who need to make a profit to live. While some export credit institutions 

have entered into reinsurance arrangements with the private sector which in

clude the political risk, the quantum of risk involved coupled with the increa

sing number of countries rescheduling debt because of foreign exchange 

shortages, indicates that the major portion of global political risk is likely to 

remain with Governments. 

Some agencies may have other special programmes, supported by their go

vernments for certain sectors like for environmental projects. 

Agencies providing officially supported export credit insurance are expected 

to do so without making a loss and without, on the other hand, being so cau

tious or charging so high a premium that they do not provide a satisfactory 

and competitive service to their exporters at a reasonable cost. 

Claims paid during the recent past have generally been very heavy and indi

cate the contribution which export credit insurers and their respective Gover

nments are making to minimise the negative impact of the debt crisis on ex

porters and financiers. Agreements for rescheduling unpaid maturities bea

ring a market or near-market rate of interest provide a means of reducing the 

fmancial burden for creditor countries and of the prospect of eventual recove

ry. 

Export credit agencies are both in competition and in communication with 

each other. Regular communication at a technical level has been taking place 

since the fonnation in 1934 of the Berne Union of Export Credit Insurers, 

which includes private sector insurers as well as government agencies. More 

recehtly, since 1973, a series of negotiations and agreements has been pur

sued under the auspices of the OECD, seeking to prevent hannful competi

tion on credit terms. 
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OECD "Consensus" Rules 

The OECD members participate in the Arrangement on Guidelines for Offi

cially Supported Export Credits, which came into being in April1978. 

Although it was, and continues to be, developed within the framework of the 

OECD, it is not an act of the OECD Council. It is an arrangement among its 

participants, with the OECD providing secretarial services. Its main purpose 

is to provide an institutional framework for an orderly export credit market 

and thus to prevent an export credit race in which exporting countries compe

te on the basis of who grants the most favourable financing terms rather than 

on the basis of who provides the highest quality and the best service for the 

lowest price. 

The Arrangement does not cover the conditions or terms of insurance or gua

rantees - only the conditions or terms of the export credits that benefit from 

such insurance or guarantees. As such, it deals with actions and policies of 

official export credit and insurance agencies. Each importing country is pla

ced into one of three categories depending on its per capita income, with the 

most generous terms confined to the poorest countries. The Arrangement sets 

limits on the terms and conditions for export credits with a duration of two 

years or more that are officially supported - that is, are insured, guaranteed, 

extended, refinanced or subsidised by or through export credit agencies. 

Within these limits, certain "derogations" from the rules and some 

"deviations" from what is considered normal practice are possible. These 

must be notified to all other participants in the Arrangement who can then 

"match" the deviation or derogation. The most important conditions are as 

follows: 

a) 

b) 

c) 

At least 15 per cent of the contract is to be covered by cash 

payments; 

The maximum repayment term is eight and a half years. This 

may be extended to ten years for relatively poor and for a 

limited number of intermediate countries; 

Minimum rates of interest are set for country categories. Since 

February 1992 export credits to relatively rich and interme

diate countries can only be extended at the CIRR (Commercial 

Interest Reference Rates) rates and for relatively poor count

ries at the SDR-based rate. This interest rate minima condition 

applies only to credits benefiting from official financing sup

port. 
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Several sector understandings, setting special terms for the respective sectors, 

have been developed. In most cases these sector understandings are closely 

linked to the Arrangement. Sector understandings have been accepted for 

nuclear power plants and aircraft. A separate understanding on ships is also 

in effect among eighteen OECD countries. There is no sector understanding 

for environmental projects. These projects are financed according to normal 

Consensus rules but environmental implications are taken into account, if 

necessary, in particular consultations sometimes needed. 

In addition to export credit activity, the Arrangement also covers tied or par

tially untied aid financing: that is to say, credits or grants that are wholly or 

partly from public funds for development purposes and that are tied to pur

chases from the donor and from most developing countries. A number of go

vernments combine such development aid with export credit to create "mixed 

credits" or soft loan facilities. According to the Arrangement guidelines the 

conditions for credits may be more favourable than those listed above for ex

port credits if the overall concessionality level of individual transactions is at 

least 35 per cent. Credits granted to support environmental protection are 

treated by this same way as all other credits. 

Risk Assessment in Baltic Sea Countries 

Country Risk 

There are two broad areas of risk to assess: 

• 

• 

country risk 

buyer risk 

Both are dealt within different ways depending upon whether the risk is short 

term or medium/long term. 

There is first a need to ascertain whether there are reasonable prospects that 

a country will be able to pay for its imports. The factors that need to be con

sidered include: 
I 

• 

• 

past record 
·, 

level of reserves 

debt 

balance of payments position 

political stability/morality 

existing level of commitments 
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Buyer Risk 

adherence to any IMF progranune 

Assuming that the country risk is acceptable then one has to consider 

the buyer (or borrower) risk. Assessments are made in rather different ways 

depending upon whether one looks at short or medium/long term business. 

Short Term In countries which enjoy a fully operational market economy assessment of 

the buyer can be undertaken with a degree of certainty. 

Eastern European trade may still cause special problems. All buyers (and 

banks) in Eastern Europe were regarded as entities within a state controlled 

structure and could therefore be underwritten as if they were akin to sove

reign risks. The recent liberalisation/semi-privatisation of the operations of 

these entities (both in terms of state backing and state control) has left un

derwriters with major problems in accurately assessing the new risks. 

Medium Term 

Medium/long term risk assessment is very different. 

• 

• 

Generally speaking State risk is considered the strongest in 

the country concerned. The important point to consider is 

whether the buyer is committing the State: for example the 

Ministry of Finance and the Central Bank will almost cer

tainly do so. Other Ministries, banks and state bodies will not 

do so unless the constitution so provides. 

Other public sector buyers are more difficult to assess. It will 

be necessary to examine any accounts that are available. It 

will also be necessary to examine the extent of State backing 

and the likelihood of Government interference in the operating 

of the enterprise. Consideration will also have to be given to 

possibility of future privatisation. As a general rule of thumb 

it would be unwise to assume state backing for a public sector 

body unless it is specifically written into the statutes. Without 

that backing the enterprise should be considered as a private 

sector buyer. 
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Banks are also difficult to assess as their balance sheets are 

particularly difficult to evaluate. For large sums it seems 

inevitable that in Eastern European countries the State will 

have to undertake the borrowing. For those banks which have 

experience in operating foreign trade transactions, modest 

amounts of support could be considered. 

Project Financing - this is where the repayments will entirely 

depend upon whether the project is successful or not. Ob

viously there are enormous risks involved and one needs to as

sess them with a whole range of experts. Considering these 

cases is time consuming and costly. In order to filter out the 

more unrealistic proposals it is necessary to share risks with 
other lenders. 
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THE BALTIC SEA JOINT ENVIRONMENTAL ACTION PROGRAMME 
HIGH LEVEL CONFERENCE ON RESOURCE MOBILIZATION 

Gdansk, 24 March 1993 

Mr. Klas Ringskog 
Senior Vice President 
Nordic Investment Bank 

ACTIVITIES OF THE NORDIC INVESTMENT BANK 

Background 

The Nordic Investment Bank (NIB) is the multilateral financial institution owned by the five Nordic 
countries and is headquartered in Helsinki. It has been lending in Central and Eastern Europe since 
1983 and in the former Soviet Union since 1987. Starting in 1991 the Nordic Investment Bank has 
been particularly active in the Baltic countries and the NIB is playing a central role in the 
implementation of the Nordic Baltic Investment Programme (BIP). 

The Nordic Investment Bank has participated in the Baltic Sea Environmental Programme since the 
Ronneby Conference in September 1990. It was Executing Agency for five of the pre-investment 
studies that were the basis for the formulation of the Joint Comprehensive Environmental Action 
Programme. These five studies concerned the geographical areas of Karelia, the St. Petersburg 
region, Estonia, Latvia, Lithuania, Kaliningrad and part of Belarus. 

Feasibil ity Study Trust Funds 

At the Helsinki Conference in April 1992 the Ministry of the Environment of Finland established a 
Trust Fund with the NIB to be used for feasibility studies for five of the hot-spot projects. The 
Finnish Trust Fund was later on supplemented by funding from Sweden for two studies. One of the 
feasibility studies for the Klaipeda waste water treatment is already finished and I would like to 
draw your attention to the lessons learned. 

Lessons learned 

Our first experience is that well-designed and executed feasibility-studies are an extremely cost
efficient use of funds. The Finnish-Swedish consultant consortion that executed the study at a cost 
of only ECU 60.000 proposed a substantially cheaper solution to Klaipeda's sewage treatment 
problems instead of the original estimate of ECU 27 million to finish the half-constructed treatment 
plant according to the original design. The consultants have proposed a solution costing ECU 4 
million. This is only 15 % of the original estimate. 

How was this drastic economy achieved? In start, the consultants have designed the plant for the 
present consumption level (which has actually fallen due to industry closures). They have used 
substantially more economical, modern design standards, and they have proposed a solution that 
initially aims at only making the best possible use out of the ex isting structures and instead rely 
initially upon higher chemical costs. 
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Our second experience is that the key question i k · . 
financial resources and then see how these co I~ ~o maede .a conservative estimate of the probable 
assumes a mixture of local user contrib t' u el us m the optimal way. The financing plan 
loan financing. The forms of tr in t u .IOns, centra go~ernmental support, and foreign grant and 
is different from the route y ~ o whrmg the best possible use out of realistic financial resources 

. usua Y c osen by consultants where there m b d 
overestimate the technical investments and under . . . . ay . . e a ten ency to 

:~n~!o ~~:t:,~ !.~t::;~~~.~~~sii:g ~;a;i:l i~sti~~F~ras th;,~~:~:~t~~::c~t~~';!~~~~;::~~~ 
Icu 1es o ac 1evmg the financial feasibility of projects. 

Our third experience is that it is b 1 1 . 
Klaipeda has chosen to create a ~:~n~~:lry v~~~ ~~s~~tc~~ on l~e institutional feasibility of the project. 
utility. The trend seems to be catching on i th I~ Ion~ y autonomous water supply and sewage 
February 1993 representatives from m .. n .. e ~egiOn. ~the r~cent .workshop in Riga on 15-17 
adopted the Riga Statement stressing ~~~~~~~~~es m E~t?m,~,. Latvia, Lithuania, Poland, and Russia 
and sewage institutions to secure these needs A ~::puynoiCflptha ItRI~s toscreate aut.onomous water supply 

· e 1ga tatement 1s enclosed. 

We look forward towards a successful im 1 . 
to apply our institution, s competence anl e:mp:~tation. of the Programme and declare our willingness 
. . nence m support of the Programme. 
' I ' 

r thank you for your attention! 
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THE RIGA STATEMENT ON WATER AND WASTEWATER 
AND 

THE BALTIC SEA ENVIRONMENTAL PROGRAMME 

PREAMBLE: 

Under the auspices of the UNDP Water Utilities Partnership, a group of seventy professi~~als 
met in Riga, Latvia, 15-17 February 1993 .. The ?rofes~ionals included: gove~n.ment, ~umcipal 
and utility officials from Estonia, Latvia, Llthu~uua, Po~and and R~ssta, official~ from 
governments and water utilities in the Nordic countnes; officials fro?I r~g10nal ~nd multilateral 
development banks and the UNDP; and representatives of the maJor mternat10nal water and 

sewerage professional associations. 

The meeting analyzed the economic and environmental conditions in the wat~r and sewerage 
sector in the Central and Eastern European countries bordering on the ~altic Sea and was 
briefed on the status of the Baltic Sea Environmental Programme and the mvolvement of the 
bilateral and multilateral financing agencies in the Programme. 

The attendees at the meeting reached broad consensus on. ~he critic~ issues facin~ t~e 
countries' water and sewerage sector. Accordingly, the partiCipants decided to tra~smit, ~n 
their individual capacities, "The Riga Statement", to be considered at the J?Iplomatic 
Conference on Resource Mobilization of the Baltic Sea Environmental Programme m Gdansk 

on 24-25 March 1993. 

CONSIDERATIONS: 

On water and wastewater utilities 

(1) The municipalities and water and wastewater utiliti~s of the Eastern Eur~pean co~ntries 
bordering the Baltic sea face an historic task. They are simultaneous~y attem?tmg two diffi~ult 
transitions. The first is to develop from poor-quality, high-cost service providers, t?. t?e high
quality least-cost performance which characterizes modern water and sewerage utihti~s. The 
second' transition is to make water and sewerage services a positive force for reducmg the 

discharge of municipal and industrial pollution. 

(2) Municipalities and the water utilities have made remarkable efforts to simultaneously keep 
these vital services functioning and to effect these two transitions. Nevertheless, many of the 
s stems are in a precarious state, and the health of the population seriously threa!ened. Th~se 
e~forts will have to be sustained in the face of difficulties and can only be done with the actlve 

support of citizens and governments. 

(3) There was unanimous agreement in Riga that the first tr~sition - to customer-oriented, 
efficient services _ is a necessary condition if the s~on~ tr~sitlOn - to gr~ter respect for the 
environment _ is to be made. Strengthening of the mst1tut10nal and fin~cial perf~r.mance of 
utilities is, accordingly, vital if sustained improvements are to be made m the cond1t1on of the 

Baltic Sea. 

100 

On investments in wastewater management 

(4) The need and urgency to make improvements creates a tendency to regard any wastewater 
treatment project as a good thing. But the ad hoc financing of individual wastewater treatment 
plants taken up in isolation can be inappropriate and a poor use of resources. The participants 
noted the potentially high payoffs from investments in water conservation (including metering), 
the rapidly changing composition of industry and the high opportunity cost of limited 
resources. The participants therefore agreed that attention be given to the likely evolution of 
domestic and industrial water demand, and to identifying a phased, least-cost, high priority 
investment programme. 

RESOLUTIONS: 

The Riga participants therefore urged that the following three recommendations be considered 
at the Gdansk Conference. 

Resolution 1. regarding the development of water and wastewater utilities: 

High priority should be given by national governments and external support agencies to 
S\lpporting the remark~ble efforts of municipalities in Estonia, Latvia, Lithuania, Poland and 
Russia to foster the development of autonomous, self-financed water and sewerage utilities 
w)lich provide good service efficiently to their populations. Critical elements in this reform 
programme include: 

new legislation enabling this process to go forward strongly and widely; 
intensive human resource development and capacity building programs, especially in the 

areas of financing and management; 
the phasing in of more appropriate tariff systems, with particular attention being given 

to closing over a period of several years, the wide gap between current domestic tariffs and 
the cost of services; 

least-cost investment programs focusing on rehabilitation, demand management and 
commercialization. 

Resolution 2. regarding investments in environmental improvement 

Priority should be given to the use of grant financing to conduct comprehensive feasibility 
studies to identify a medium-term package of high priority investments. Isolated investments 
in wastewater treatment facilities should be avoided. This would both ensure that the best use 
is made of limited resources, and increase the possibility of obtaining financing by international 
financial institutions. This could initiate a sustained improvement in the quality of Baltic Sea. 

Resolution 3. regarding mechanisms 

Addressing these challenges will require a disciplined, sustained partnership involving; 
municipalities and utilities, national governments, bilateral and multilateral financing agencies, 
professional associations and the private sector. The Gdansk meeting should consider 
mechanisms for strengthening f Xisting partnership arrangements (such as the Union of Baltic 
Cities) and fostering; an~ facilitating the other forms of prutnership which are needed. 
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Kreditanstalt flir Wiederaufbau 

Frankfurt am Main 

March 1993 

Environmental Policy in the Federal Republic of Germany 

Presentation on activities by KfW 

Prof. Dr. Werner Fassing 

Dr. Michael Ruffing 

1. General background 

The term environmental protection has been in use in the Fed

eral Republic of Germany since about 1970. The policy issue, 

however, has a much longer tradition and especially measures to 

protect water ressources and waste water treatment date back to 

the early fifties. KfW has always played a major role in finan

investments relating to environmental protection, cing proper 

the total of loan commitments over the decades amounting to 

more than 50 billion DM. 

A series of laws relating to the various environmental fields 

was passed in the course of time. With these laws a strong 

reduction of the permissible levels of pollutant emissions was 

generally achieved. The basic principle of environmental pro

tection policy in Germany is the "polluter-pays-principle". Not-

f t · 1 schemes extending withstanding this, a number o promo 1ona 
financial benefits to private (and sometimes also public) 

investors has accompanied the use of compulsory (i.e legally 

binding) instruments such as specific environmental protection 
· F1' nanc1' al benefits may take the form of laws and regulat1ons. 

tax reliefs, direct subsidies, and - already mentioned - loans 

at favourable conditions for the financing of environmental pro-

tection investments. 
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The Treaty on Unification called upon the Federal Government 

and the new east-German Lander to raise the environmental 

conditions to a standard at least equal to that prevailing in 

the western Lander. At the same time a comprehensive catalogue 

of EC environmental legislation became binding for the area of 

the former GDR, for which various periods of transition were 

conceded because of the disastrous environmental damage. 

The cost of the necessary environmental cleanup of the former 

GDR is difficult to assess. Estimates indicate a sum of over 

DM 250 billion over the next ten to fifteen years. 

The cleanup must essentially cover all areas of environmental 

protection, i.e. air pollution (in particular by restructuring 

the energy system), protecting the waters, improving waste 

management, de- contaminating old sites and waste dumps. 

The use of lignite as the only fuel in energy production is one 

of the main reasons for the high pollution levels. In addition, 

the obsolete and inefficient supply systems preclude the ra

tional use of energy. Industries and home heating systems pro

duce large amounts of pollution. Toxic emissions must be re

duced through a supra-regiona 1, combined programme to foster 

the conversion to low-emission energy sources (such as natural 

gas), the improvement of the efficiency of existing facilities 

and the re-equipping old facilities with modern plant. 

A big problem is the bad quality of the waters resulting from a 

completely inadequate treatment of industrial and municipal 

waste water and by intensive use of fertilizers in agriculture. 

Only about 50 % of private households are connected to a waste 

water treatment plant. As a consequence of the water and ground 

water pollution,, only about ha lf the population is being sup-
. l 

plied with d~i l'\king water that satisfies the EC water dire c -

tives . . ~riority must therefore be given t o the renew~ l of drink-. ·, 
ing water systems, the construc t ion of waste water treatment 

plants and to the enlargeme nt of the sewage system. In t he n e xt 

10 to 15 years inve s t ments of about DM 150 bil l ion will have t o 

be made. 
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What cannot be assessed at all are the costs of investments 

needed to eliminate inherited soil contamination and to de- con

taminate waste dumps. In the ex-GDR, reusable waste was fed 

into an indeed 

scarcity of raw 

was often left 

exemplary recycling system encouraged by the 

materials. On the other hand, unusable waste 

in uncontrolled, wild waste dumps. Besides, 

hazardous waste was taken from Western Germany in exchange for 

hard currency and not properly disposed. These wild waste dumps 

as well as the toxic wastes left to contaminate many industrial 

sites represent a serious threat to the ground water. Emergency 

measures to avert immediate dangers to the ground water must be 

taken. 

2. The specific loan programmes of KfW 

In line with its task as a state-owned bank, Kreditanstalt fur 

Wiederaufbau pursues economic-policy goals. Apart from favour

able financings to small and medium-sized businesses as well as 

regional and structural programmes, KfW has always placed 

special emphasis on environmental protection loans. 

Reflecting not only the change in awareness but also the new 

legal requirements, financing measures in environmental protec

tion has become more and more important in recent years. The 

just described environmental situation in unified Germany demon

strates that the new eastern Lander must be treated with prior

ity. 

The follwing table sets forth loan commitments by KfW for finan

cing environmental protection investments in Germany during 

1992, subtotalling commitments for the new Lander: 
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Promotion of environmental protection investments by KfW 1992 

Programme 

Special programmes 

ERP-waste water treatment 

ERP-air pollution 

KfW-programme 

KfW/BMU-Programme "demon
stration-projects" 

Total private companies 
of which: East-Germany 

Promotion of environment from 
other programmes 

Total of environmental 
protection 
of which: East Germany 

loans investments 

number 

564 

776 

1 291 

5 

2 636 
632 

76.800 

79.400 
77.400 

- millions DM -

179 

235 

973 

169 

1 556 
792 

9.600 

11.200 
10.400 

719 

818 

2 376 

242 

4 155 
1 918 

16.600 

20.700 
18.500 

With special regard to the Bal tic Sea region - those par ts of 

Mecklenburg-Vorpommern bordering the Baltic sea as well as the 

areas next to the Polish border - about 350 million DM have 

been provided as loans for financing waste water treatment 

plants since 1990. Total investment expenditures of the 

relevant treatment facilities amount to about 500 million DM . 

There are i ncluded major projects at Rostock, Neubrandenburg, 

and Wismar, as well as a number of smaller ones. In certain 

cases KfW did not only provide finance but also expertise in 

planning' building and conducting the plants. The consul tancy 

business has furthermore been extended to Polish-Ge rman 
partnership projects. 

l 

Since the _beginning of 1990 there exists a German-Polish 

comm~~tee which was est.,ablished by both governments. This 

committee was entrusted with advising the German ECA HERMES 
. ' 
1.e. the German government, with respect to Polish projects in 

8 432490T 
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· 1 d The decisions of which sizeable German exports are 1.nvo ve · 

d On the basis of KfW's concise appraisal 
the committee are rna e 

reports cons ide ring economic, environmental and technical 

aspects. By now several projects aimed at the protection of the 

environment (desulfurisation plants, waste water treatment 

staff was 
plants etc.) have been appraised. KfW' s technical 

specifications during 

site. As soon as the 
able to assist in improving the projects' 

the process of appraisal at the project 
t d an export cover, KfW Federal Government is prepared to ex en 

will also be prepared to support the projects by means of 

long-term export credits. 

h . pro)'ect is ~ also worth to be 
Another German-Polish partners 1p 
mentioned in the context of environmental protection: The 

the German-Polish border Business Promotion Agency (BPA) for 
region. This project financed by the German Federal Governm~nt 

.. d 1· s dealt with in a close cooperat1on 
and four Federal Lan er 

1 t Bank. Although the rna in between KfW and Polish Deve opmen 
ob'ective of the BPA will be attracting and assisting inv~stors 

J b · pro) ects and identifying and supporting cross-border us1ness . ' 
we expect also BPA to be a platform for the bilateral d1alogue 

on environmental protection. 
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Baltic Sea Environment 

Resource Mobilisation Conference : Gdansk, 24/25 March 1993 

Statement on the activities of the European Investment Bank, 
Luxembourg 

(by Mr. Patrick Walsh, Senior Loan Officer) 

Mr. Chainnan, your Excellencies, Ladies and Gentlemen, 

I am very pleased to represent the European Investment Bank today at this very important 
and timely Conference. In the short time allowed, I wou ld just like to give you a very brief resume of 
the Bank; I would be har,>py. to provide further infonnation and details afterwards. 

.. · 
For those of you who may not be too familiar with our Bank (the "EIB", for short), I should 

first of all explain that the EIB is a European Community Institution which operates as a Bank 
providing lonq-tenn finance for projects. Owned by the 12 Member States of the Community, it 
was set up 35 years ago under the Treaty of Rome. It is based in Luxembourg and employs about 
800 people . 

The principal role of the EIB is to support capital investments which promote the balanced 
development of the European Community. In addition, however, the EIB finances projects outside 
the European Community pursuant to various protocols, conventions and cooperation agreements: 
the Bank now operates in 12 countries in the Mediterranean region, in 69 countries which are 
signatories of the Lome Convention, while as regards Central and Eastern Europe, the EIB's Board 
of Governors authorised the Bank in November 1989 to lend up to 1 ooom ECU in Poland and 
Hungary, and in April 1991 to lend up to 100m ECU in Bulgaria, Romania, the Czech Republic 
and the Republic of Slovakia. 

In 1992, for instance, the EIB made loans totalling over 17 bn ECU (equal to about 20 bn 
USD), of which almost 900 m ECU was for projects outside the European Community. 

Of course, the EIB places great importance on environmental protection. Proof of this, is that 
about a quarter of the EIB's total lending in 1992 (in other words, some 4.6 bn ECU, or almost 5.5 
bn USD) was for projects directly related to the protection of the environment - you can see the 
breakdown of this lending, per country and per type or category of investment, in the attached 
tables/slides ..... . 

In the context of today's Conference, it is worth highlighting that the Bank has also in recent 
times financed a number of projects (such as wastewater treatment plants) in the eastern regions of 
Germany, with beneficial effects as regards the Baltic Sea. 

Furthennore, within the countries of Central and Eastern Europe, the EIB has provided 
loans totalling 820 m ECU to-date, of which about 170 m ECU have been for projects in the energy 
sector with a positive envi(onmEfntal effect. These have mainly concerned more rational use of 
energy, upgrading of olde.r power plants and installation of air pollution abatement equipment. . , 

. lnd~ed, in passing, it should be meptioned that the EIB in its appraisal of all projects (no 
matter what sector) takes into account the environmental impact of the proposed investment and its 
compliance with the relevant legislation. 
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In addition to its active participation in various regional cooperation programmes -- for 
instance, the Bank also has supervised, in close cooperation with our "sister" institution, the European 
Commission, the studies of the environmental problems in the Oder and Upper Elbe basins, as 
part of the Baltic Sea environment rehabilitation programme - the EIB also is currently in the 
process of examining further investment projects which would contribute directly to the amelioration 

of the Baltic Sea's environment. 

The EIB can help, in this regard, by providing long-term loans, with appropriate grace 
periods, at fine rates of interest, reflecting its own prime credit rating on the world's capital markets. 
Loans can be provided either directly to project promoters, or indirectly via a number of lines of 
credit which have been made available to domestic banks to finance small to medium-sized projects 

in the environment field, inter alia. 

Without at this point referring to certain matters which would facilitate the mounting of 
environmental projects in the Baltic Sea region (which aspects will, in any event, be dealt with in 
more detail in other papers to be presented to the Conference today and tomorrow), I would just like 
to reiterate that the EIB stands ready to facilitate, in whatever way it can, the financing of well
prepared projects which are economically, financially and technically j~stified. 

In the latter connection, I would just like to recall that all our projects in Central and Eastern 
Europe (in no matter which sector) require the support and guarantee of the Government of the 
country concerned. This support is a fundamental prerequisite, and our experience elsewhere 
confirms that much can be achieved in the environmental area with such active support. 

Thank you very much for your attention. 

Patrick Walsh 

(Tel : 00352 4379 3130) 
(Fax: 00352 4379 3167) 

108 

EIB Financing for Protection of the Environment ( 1988-1992) 

A . Breakdown per Country 

I. Community 
Belgium 
Denmark 
Spain 

II. Outsidl!_ the Conim~nity 
Mediterranean 
ACP-OCT 
CEEC 

1988 

27 
260 

10 
32 

61 

1989 

10 
21 

143 
117 
92 
15 

579 

23 
23 

1990 

37 
215 

16 
31 
38 

734 

43 
272 
806 

-· i2'~192 
..:.~~-

21 
19 
50 

1991 

24 
209 
104 

1 
59 

692 

28 
22 
60 

1992 

12 
62 

705 
359 
167 
106 
671 

22 
15 
45 

Total 

22 
172 

1 532 
605 
322 
230 

3 251 
3 

94 
140 
155 

,<t , .. , ... ~Jill • ..:'......,.'~· , , 1,~, _ < 
0 

' I ,:,:., : • ,.·· ,'; " 

neral Total 1 ·289 . 1 771 2 282 .. 1" 996 ·- 4 631 11 968 

B. Breakdown per Category 

109 



Financing for the Environment 1988-199 2 - breakdown per location 

Other meas 

17,82% 

Measures to combat 
atmospheric pollution 

4,18% 

Waste management 

53,95% 

Water management 
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Is ooo -- Financing for the Environment 1988-1992 - breakdown per location 
j m E.~us , , . . ------

4000 :--------------------------------------------------

3000 r--------------------------------------------------

I, 000 

I 
1988 1989 1990 1991 1992 

D Community • Outside the Community 
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BALTIC SEA ENVIRONMENTAL ACTION PROGRAMME 
CONFERENCE ON RESOURCE MOBILIZATION 

GDANSK. REPUBLIC OF POLAND - MARCH 24/25. 1993 

Princinal Engineer. World Bank
1 

by Walter Stottmann. ~ _ 

WORLD BANK ACTIVITIES IN THE MUNICIPAL WATER/WASTEWATER SECTOR 

I. INTRODUCTION AND BACKGROUND 

The purpose of this conference is to discuss th~ mobilizat~on of 
~~nancial resources for protecting the Baltic Sea aga~n~t pollut~on.from all 
ossible sources . The World Bank, a member of the Hels~nki Comm~ss~on . 

~rogramme Implementation Task Force (HELCOM PITF), stands ready to face t~~s 
challenge together with the governments of countries riparian to the Balt~c 
sea bilateral and multilateral financial institutions and non gove:~e~ta: 
org~nizations. The World Bank is actively involved in a number of ~n~t~at~ves 
directed towards improving environmental conditions in several countr~es of 
Eastern and central Europe. This presentation deals with the Bank's 
initiatives in municipal water and wastewater with special focus on 
municipal/industrial waste water treatment. 

To date the Bank has concentrated its efforts on Polan~'s municip~l 
~~ter and wastewater sector, and appropriately so. The Balt~c sea - Jo~nt 
Comprehensive Report has identified insufficiently treated d~scharges of 
municipal/industrial wastewater as the most important source of pollutio~ f~r 
the Baltic Sea. The Environmental Action Programme earmarks roughly hal o 
all reposed investments, about ECUs 2.6 billion in Pha~e I and ano7h~r ECUs 
8 6 ~'llion in Phase II for combatting pollution stemm~ng from mun~c~pa: or 
c~mbi~ed municipal-indu~trial sewer systems. A significant amount ~f th~s 
ollution is generated in Poland. Poland is also among the countr~es most 

~dvanced in terms of public sector reform and economic ~apacity and appears to 
be more ready than others to begin with large scale ac7~ons for water . 

. 
1 

The Bank's intensive involvement ~n Poland is des~gned 
pollut~on c ean-up . i . l/' d t · 1 

t nl to assist that country in addressing its mun c~pa ~n us r~a 
no o y 1 ff t but also to develop a practical assistance strategy 
wastewater c eanup e or , 
which could guide similar initiative s in other Central and Eastern European 

countries. 

1/ 
~ und for Mr. Stottmann's presentation on ~orld Bank activities in the water a~ waste 

Bac~gro paper f h' r are Mr Stottmann's persona l views and 
~~t~c:~s~~~l~~~~~eC~f~~=~~~ l ~h:a~~t~~h~~ ~~e~~f l ect ma~y of the s~ated policies and 
current strategies of the ~orld Bank for Central and Eastern European countries. 
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The Challenge Ahead 

3. Cleaning up the water resources of the countries riparian to t he Baltic 
sea will require enormous financial and techni cal resources. Just taking care 
of the municipal / industrial "hot spots" identified for the Vistula River and 
the Baltic Coast of Poland carries a projected price tag of almost US$ 2 
billion for the next five years. In reality this price tag will be even 
higher, as it does not include other "hot spots" in the Polish territory which 
are be of lesser interest for the Baltic Sea Program, but carry high priority 
for other reasons. There is wide consensus that these resource mobilization 
targets will be exceedingly difficult to achieve. At this time o f economic 
transition and acute scarcity of resources , municipal governments and their 
water and wastewater enterprises, already facing an uphill battle in raising 
resources for improving their water supply and sewage collection systems, will 
not be able to contribute but a fraction of the resources needed. I ndustries, 
most of them fighting for survival in a new market environment will find it 
very difficult to allocate large resources for wastewater treatment. The need 
for fiscal discipline and the competition from many other high priority 
investment needs in other sectors will severely constrain the Polish 
government's ability to contribute to the clean-up effort. The recent 
e~onomic downturn in the Western European countries places strict limits on 
the amount of resources which can be expected from these countries. Finally, 
mobilization of credit resources from bilateral and multilateral financial 
agencies is constrained by macroeconomic concerns and the high cost of 
repayment. In addition, there is concern with the proper maintenance and 
operation of wastewater treatment facilities. Once constructed , enough 
technical and financial resources must be found to ensure that the 
effectiveness of treatment plants can be sustained over · their useful life. 
This will place an additional large burden on those institutions responsible 
for maintaining and operating wastewater treatment facilities. 

4. Realizing that available resources will most likely fall far short of 
needs, it is therefore imperative that the limited funds which will become 
available are employed as wisely as possible. The more effectively these 
resources are invested and the better new facilities are maintained and 
operated, the faster the clean-up of Poland's water resources and the Baltic 
Sea will proceed. The challenge faced by all involved in this effort is not 
only to make resources available but also to put in place a framework of 
appropriate policy and institutional structures which will ensure that 
resources are invested such that they yield the largest possible return. This 
will require a cooperative and disciplined effort not only by the Polish 
government on all levels but also by the agencies providing the resources. 

Concerns with Past and Present Activities 

5 . In spite of the good will and effort since the beginning of the Baltic 
Sea Environmental Initiative, little investment has actually taken place. 
Many investment proposals have been developed but few have led to invest ments . 
A closer look at these proposals may explain why. The great majority of t hese 
proposals deals with, ambitious projects in the construction of new or 
expansion of existing ·wasttewater or water treatment plants. Upon close 
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sale have questionable justifications in 
scrutiny almost all ~f th~se propo M t of them are conceived in isolation 
both technical and f~nanc~al terms . ots system They tend to be oversized 

f the water and wastewa er . 
of other parts o. . ate bears no relation to the ability of 
and costly. The~r h~g~ co d wastewater enterprise to raise the funds to 
municipalities and the~r water an don't coincide with the priorities of water 
pay for them. In many.cases, they which struggle to provide adequate water 
and wastewater enterpr~ses, many of i Municipal governments and their 
supply and wastewater collec7ion se~vr~::~ng some of these proposals run the 
water and wastewater enterpr~ses un e in costly ventures which more 
risk of committing their.scarce resources auld be achieved at much less 

i rove to be unnecessary or c 
serious analys s may p . ents rna limit their capacity to finance other 
cost. At worst, s~ch co~~tmstment ~eeds The adoption of a more 
possibly higher pr~ority ~nve th. definition of investment needs and 
comprehensive and analytic ap~roach tclie: b the World Bank promises to yield 
priorities advocated and rout~nely. . a~p tha~ the isolated approach employed 
more cost-effective investment dec~s~ons 

so far. 

II. PROPOSED WORLD BANK APPROACH 

General Concept 

roach towards the financing of municipal wastewate: 7reatments 
6. The app . based on the realization that mun~c~pal 
proposed by the world Bank ~s lly an integral part of three separate 
wastewater treatment plants are rea 
administrative systems : 

0 

0 

0 

and Water and wastewater enterprise responsible 
local government 
for providing water and wastewater services; 

. ental and water resources agencies concerned with raw 
en~~~o~stractions and wastewater discharges by municipal water 
:~d wastewater enterprises in terms of their effec7 on wat~r 
quantity and quality aspects on the national and r~ver bas~n 
level; and 

if present, industries obtaining 
and discharging industrial waste 
collection and treatment system. 

water from municipal enterprises 
into the municipal wastewater 

b . t' s The municipal 
All three have different institutional o Jec ~ve · 

7. ' 1 it rested in minimizing the cost associated with raw 
enterprise is primar~ y n e . h Likewise industry wishes to pay as 
water abstract~ons and waste dl.BC arges.ter services provided by the municipal 

little as poss~b~e foren~aatleran~n~a~::t~::ources interests, responsible for 
enterpr ;se Env~ronm ~ th ·r mal.·n • · · 'ated with water use, see as e~ 
integrating the external~ties assoc~ from pollution To make cost-

. · th otection of water resources • 
obJect~ve e pr d . . s for municipal water treatment 
effective and affordable investment ec~s~o~ hich harmonizes the different 
requires an integrated and balanced approac w 
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objectives of each of these three systems while recognizing financial limite 
and the technical complexity involved in defining effective solutions . 

8. The Bank's proposed strategy for supporting investments in municipal 
wastewater treatment is guided by a number of basic principles outlined in th 
following paragraphs. These principles, most of which are applied routinely 
in Western Europe and North America, are crucial for selecting cost- effectivo 
and sustainable investments in municipal/industrial wastewater treatment . 
They also coincide with the spirit of the "Riga Statement" elaborated at the 
Water and Wastewater Utility Partnership Workshop which was held in Riga in 
February 1993 in preparation of the Gdansk Resource Mobilization Conference. 

The Need for Strong Water and Wastewater Utilities 

9. The efficient management of ·municipal wastewater treatment plants 
depends very much on the institutional and financial strength of the 
institutions responsible for constructing, maintaining and operating such 
plants. Poorly managed and under-financed institutions cannot maintain and 
operate wastewater treatment plants effectively, let alone be expected to 
~aise the funds required to contribute to their construction, improvement and 
expansion • .. -World Bank experience throughout the world shows that the 
efficient management of water and wastewater infrastructure requires strong 
autonomous utilities run by competent management and staff in accordance with 
corporate and commercial principles. Utility autonomy regulated and overseen 
by government is imperative to allow professional management and technical 
decision making unencumbered by short-term political considerations . For such 
utilities to be successful it is of key importance that they are permitted to 
charge cost covering rates which allow the internal generation of funds 
sufficient for adequate maintenance and operation and enable the utility to 
contribute to its investments needs and qualify for loan funds to finance the 
improvement and expansion of its services. 

The existence of a strong water supply and wastewater utility is an 
essential condition for sustainable investments i n municipal wastewater 
treatment. Any investment decisions regarding municipal wastewater 
treatment should, therefore, be greatly concerned with the development 
of autonomous self-financing municipal/regional public or private water 
and wastewater utilities . 

The Need for Integrated Least-Cost Planning and Investment Selection 

10. Design decisions and investment needs as well as maintenance and 
operating costs of municipal wastewater treatment plants are directly tied t o 
the characteristics of the wastewater entering the plant and the degree of 
treatment to be achieved . The volume of water which needs to be treated is a 
direct consequence of the amount of domestic and industrial wastewater being 
collected in the sewer system. This in turn is determined by the amount of 
water produced and consu~ed. The quality characteristics of the wastewate r 
depend on the char~cteristics of water use, specifically the extent and nature 
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of industrial wastewater discharges to the municipal system. All of these 
factors have to be taken into account in designing a wastewater treatment 

plant. 

Munici al wastewater treatment lants be 
munici al industrial water au l and 
sized and designed in that context. 

11. Under the socialist system, planning and design of water and wastewater 
system was dominated by technical, construction-related considerations. 
Relatively little attention was given to maintenance and efficient operation. 
The central planning system did not require investment justification on 
financial/economic grounds. The ieast-cost principle in the design of water 
and wastewater systems was not applied. Nor was there concern with the 
financial viability of the water and wastewater enterprises. These planning 
practices often led to poorly functioning systems. Failure to pay attention 
to proper maintenance caused premature failure of pipe networks and treatment 
facilities. Today, many systems exhibit losses in excess of 50\ of 
production. As water rates were kept low, domestic and industrial water 
consumption grew to levels which in many cases are twice as high as those in 
Western Europe. The great challenge now faced by water and wastewater 
enterprise is to rehabilitate systems, improve operational practices and 
control leakage and high water consumption. To make better use of scarce 
resources, investment planning in the future should follow western practices 
which at their best aim at reducing investment costs to a minimum and stress 
efficiency in operations. Applying the planning principles described below 
has the potential for large scale savings in investment and operating costs. 

12. Water Demand Management. It is well established that in most of the 
Central/Eastern European countries water production and consumption is 
excessively high. In many Central and Eastern European cities per capita 
water production is double that in Western Europe. This is partially due to 
high industrial consumption, but also often caused by domestic consumers not 
accustomed to conserve water. In a great many cities throughout the Region 
the introduction of demand management aimed at inducing domestic and 
industrial consumers to use water more wisely would lead to substantial 
reductions in water consumption. This in turn would allow reductions in the 
capacity of water production, storage and transmission, and wastewater 
collection and treatment. Decreasing water consumption to Western European 
levels through determined demand management efforts has the potential for 
large savings of investment resources. Efforts to reduce water consumption 
are already under way in many cities in the Region and some astounding results 
are already being achieved. In some Polish cities, industrial restructuring, 
higher rates and increased awareness of the population to conserve water has 
already caused significant reductions in water consumption of up to 30\. 

otential for stretchin 

investment resources and reducin o eratin coste. It should be a ke 

consideration in any future investment planning. 
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13. Efficient Utility Operation and Expansio . ~anagement, there are many other actions whichn~ In add~tion to demand 
~nvestment and operating costs of ut'l't ' a~ yield ~mportant savings in 
systems is one major promising area.~ ~h7es. Mak7ng better use of existing 
rehabilitation, repair of leaks in the w~s would ~n;ol;e system 
system and reducing inflows of t ater transm~ss~on and distribution 
. t s orm water and infiltr t ' f ~n o sewer systems. Reconfiguration of . . a ~on o ground water 
closure of bottlenecks to allow mor ~x7st~ng networks and facilities and 
important additional savings L'k eieff~c~ent operations could bring 
expansions and the utilizati~n of~ ew se rigorous least-cost phasing of system 

. more cost-effective t h l contr~bute to reducing inve t t ec no ogies would s men costs. Therefore: 

The rehabilitation of existing systems . 
efficiency, staging and utili t ' , ~mprovements in operational 
significantly reduce investme~: :~~ ~!e~~:~-effective technologies will _ ~ng costs. 

Industrial Water Consumption and Waste Emissions 

14 .. In many municipal systems throughout the Re . . . 
are ~mportant a·hd sometimes dom' t g~on, ~ndustrl.al enterpriso•l 
h ~nan water consumers d d' 
azardous waste to the municipal sewers an . ~schargers of afton 

standards, industrial processes t d ystem. In comparl.son to western 
f h en to use much more wat h ~ azardous industrial wastewater into th d er. T e introducticm 

~mportant deleterious effects e omestic wastewater stream has 
on waste flows and sele t' f 

processes. Keeping hazardous toxic d'ff' c ~on o treatment 
wastewater out of the munic' 1 or ~ ~cult to treat industrial 

d
. ~pa sewer system through i 

or a JUBtments to the industr' l appropr ate pretreatment 
important overall cost saving~aa dprocess employed by the industry can lead ~~~ 
th 

n more reliable and ff' i 
e municipal plant. For cost-eff t ' . e ~c ent treatment a t 

ll 
ec ~ve ~nvestments · t 

co action and treatment it i th . ~n wa er supply and want , s erefore ~mperati th t b 
wastewater issues related to industr ve a oth the water and 
cases, this will only be possible wi~h~~e analyzed and addressed: In many 
restructuring of industries th h the context of the ongol.ng 

l t
. roug process changes rath th 

so u ~one. Appropriate policie d . . er an end of p ipo 

h 
. s an ~ncent~ves as well f 

mec an~sms must be established t o . d . . as en orcement 
leading to d d ~n uce ~ndustr~es to undertake m 

re uce water consumption and waste emissions. easures 

Investment decisions in municipal 
accompanied by a careful an 1 . water and wastewater should be 

a ys~s of the imoact f · d 
consider actions to reduce i d t , o ~n ustries and 
emissions. n us ry s water consumption and waste 

Least-Cost Investment Strategy for M -- unicipal Wastewater Treatment Plants 

15. The suggestions presented so far (d d 
planning, institutional strengthen ' deman ~anagement, least-cost 

d ~ng, re uced ~ndustr' 1 t 
an waste emissions) will help d ~a wa er consumption 
wastewater treatment . More can ~cr~ase investment needs in municipal 

e one, however, by directing available 1'1uul 
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to those locations where the greatest benefits in terms of ambient water 
quality targets can be achieved at the least cost. Also appropriate phasing 
of construction and phasing the level of treatment can lead to more effective 
use of resources. It is imperative that countries develop for their national 
territory - as a whole and for each river basin - a minimum cost, maximum 
benefit investment strategy as a guide for directing the allocation of scarce 
resources. 

16. To develop a truly cost-effective strategy for investments in municipal 
wastewater treatment will require adjustments to the present overly stringent 
and ambitious policies regarding ambient water quality objectives and emission 
standards. The management of water quality in a river basin should be 
regarded as an exercise in system planning where inputs (financial resources) 
are employed and decision variables (location and level of treatment) selected 
such that they maximize output (ambient water quality). A river basin is a 
highly complex system which needs to be analyzed as a whole rather than 
treating each investment decision on the basis of local considerations. It is 
therefore inappropriate to impose uniform emission or technological standards 
on all municipal wastewater treatment plants. Poland's environmental and 
water resources agencies face the challenge of defining an investment strategy 
which results in the most effective allocation of resources to reach realistic 
ambient water quality objectives which are phased over time. 

17. The recommendations presented in the Baltic Sea Environmental Program 
provide valuable guidance in this respect. The recommendations identify "hot 
spots" and provide specific recommendations for gradual process expansion. The 
recommendations also provide a first approximation of the strategic investment 
plan referred to earlier. The list of "hot spots" and resource needs will 
grow, if other "hot spots" less relevant to the cleanup of the Baltic Sea but 
important in terms of other national interests are included. From the above 
discussion emerges another principle: 

Investments in municipal wastewater treatment plants should be justified 
within the context of a basin-wide least-cost strategy for improving 
ambient water quality in accordance with a staged plan for water quality 
improvements. 

The Need for Comprehensive Studies 

18. Technical: To bring all of these principles to bear and to realize the 
potential cost savings described above will require the elaboration of 
appropriate technical, financial, economic, and institutional studies, 
including master plans and feasibility studies. Such studies would begin with 
a thorough analysis of the existing system focussing on water consumption 
patterns, state of repair of facilities, water losses, efficiency of 
operations and bottlenecks. The next step would be to revise existing demand 
projections to include the effects of undertaking a determined demand 
management effort. Based on these demand projections, least-cost system 
improvement and expansion needs could be defined. This work would have to 
give serious consideration to system rehabilitation, leak detection and 
repair, operational improvements and the introduction of water demand 
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management measures in comparison to ca acit . 
would have to be studied Meas b ~ y. Opt~mum staging of investme nts 

d • urea Y ~ndustry to reduce t 
an wastewater emissions as well wa er consumption 
required under the river basin le::t~c~eview of ~he treatment standards 
enter into the analysis The f ' 1 at pollut~on control plan would a l s o 

. . • ~na result of this plan · . 
a pr~or~tized 3-5 year integrated til ' t . n~ng exerc~se wou ld be 
defined implementation and invest u t ~ hy ~nvestment program with a clearly 

men sc edule. 

Investment decisions should be quid d . 
least-cost investment plan i e by a med~um-term prioritized 

. - cover ng all of a util ' t , 
def~nition of th ' · i ~ Y s needs. The 
comprehensive ma~= nv~stment program requires the preparation of 

er p ana and feasibility studies. 

19 •. Financial/Institutional: To ensure . 
real~stic, financial and inst ' t t : 1 that the proposed ~nvestment plan is 

j . ~ u ~ona studies must be d . 
pro ect~ons should demonstrate how the utili . prepare . F~nancial 
sufficient resources to provid d ty w~ll be able to generate 
and future facilities A finae ~ equ~te maintenance and operation of existing 
financing the investm~nt progrnc~nfg p an should show a realistic scenario o f 
· am rom a mix of differ t ~nternal generation of funds t 'b i en sources, including 
ff · . . ' con r~ ut ons from gove t 
~ ~c~al local qnd ' external so d rnmen ' loans from 

f th ~ urces an the private sect k 
o e financial analysis would beat ' ff or. A ey compone nt 
are willing and able to pay the t ' ffa~~ study to demonstrate that users 
viability of the utility. In dd~~~ evels needed to maintain the financial 
institutional performance shou~d ~e~~n~ a t~orou?h.a~dit of the utility ' s 
institutional restructuring and stren t~et~e def~n~t~on of programs for 
performance level and future p f g n ng ta~lored to the present 

er ormance objectives of the utility. 

Private Sector Participation 

20. Throughout the world, local overnm 
sector for the management of wat g 1 ents are turning to the private 
this, they seek efficiency gainse: supp y and wastewater systems. In do ing 

f . . ~n management and operat . d . . 
o pr~vate ~nvestment capital Al ~on an mob~l~zat ion 

. d . • so' many local government . h 
cons~ er~ng more involvement of th . s ~n t e Region It 
t . e pr~vate sector They h ld 

o cons~der any of the many opt . f . · s ou be encou rnq 11 
management and operation such a ~one o. pr~vate sector involvement in uti l ity 
f . . s serv~ce or lease contr t 
~nanc~al markets develop and util ' t' b ac arrangements. AN 

d f . . . ~ ~es ecome credit worth th . 
nee s o ut~l~t~es should be satisfied from . y, e f~nanciny 
reliance on subsidies from government o pr~vate sources . The present 
official credit agencies should be d ' r ~~vernment guaranteed loans from 

~aeon ~nued as soon as possible. 
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21. In Poland, there have been many attempts by the private sector to get 
involved in water supply management . Most of these were initiated by foreign 
providers of equipments or services. Very few of the initiatives have ~orne to 
fruition, as the private sector, after an initial energetic push, perce~ved 
the risk as too high. Local authorities also shrunk away from many of · these 
proposed arrangements which exceeded the locality's financial capacit~. While 
the potential for private sector entry is high, the lack of an establLshed 
regulatory framework and the inexperience of local authorities in dealing with 
the private sector has resulted in very little mobilization of private equity 
resources. It is therefore imperative that the government establish a system 
of regulations and incentives which gives local authorities and the private 
sector the confidence to conclude mutually beneficial arrangements under fair 
and competitive conditions. 

For accelerated and efficient sector development, the participation of 
the private se~tor in the management and operation of the utility and/or 
the provision of finance for investments should be strongly encouraged. 
Appropriate regulatory structures and incentives need to be introd~ced, 
however, to ensure that private sector activity develops under egu~table 
conditions beneficial for both local government and the private partner. 

Overall Sector Policies and Organizational Structure - Enabling Environment 

22. The future development of Poland's water and wastewater sector, the 
development of strong institutions and the selection of cost-effective 
investment programs is only possible if the government succeeds in putting in 
place an enabling environment of policies and incentives in which utilities 
can flourish. The main players affecting municipal wastewater treatment and 
the capacity and performance of water and wastewater utilities are local and 
regional governments and environmental and water resources management 
agencies. other important players include industry, financial institutions 
and markets, academia and the private sector. All of these have important 
functions to fulfill and must work together in a cooperative spirit under a 
framework of clearly defined responsibilities and authority established by the 
national government. 

23. Regarding the relationship between local governments and environmental 
institutions, experience in other parts of the world has shown that a clear 
division of responsibilities works most effectively. Municipal or regional 
governments charged with the responsibility of providing water supply, 
wastewater collection and treatment services in a geographically defined area 
should be free to manage these services in accordance with best utility 
practices. This would include the freedom regarding technology choices for 
building wastewater treatment plants. As a general principle, financial 
resources required for the maintenance, operation and expansion of water and 
wastewater facilities should be generated from user fees, except for 
investments in wastewater treatment where limited subsidy financing could be 
justified. utilities should be expected to pay reasonable fees for raw water 
abstractions and pollution discharges. 
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24. Environmental and water resources institutions are charged with t he 
responsibility to manage water resources in terms of quantity and quality . 
These institutions have as their primary objective to integrate the 
externalities associated with water use in general and the discharge of 
wastewater in particular. Their main concern is to ensure that water 
resources are used efficiently and not compromised through the discharge of 
water polluting substances. They should have a strong planning capability to 
ensure that resources for water treatment and water resources construction are 
expended efficiently. As recommended earlier, they should elaborate a 
strategic priorities inv~stment strategy to direct resources. While they 
should not interfere with the responsibility of water resource users, local 
and regional governments, and water and wastewater utilities and industry, 
they should regulate raw water abstractions and waste discharges. Effective 
enforcement authority is essential to forcing water users to meet regulatory 
standards and collect fees and fines. These funds may be reinvested in 
support of environmental investments. 

Efficient sector development depends on the introduction of an 
appropriate enabling environment which specifies a clearly defined 
framework of policies and assigned responsibilities which induces all 
institutions involved to work together towards improving water and 

.. - wastewater services and ambient water quality. 

Project Financing Strategy 

~5. Co~t-e~fective investments in municipal wastewater treatment plants will 
~n all ~LkelLhood also require investments in water supply and sewage 
c~llectLon. Strengthening of the utility will also be necessary. The utilit y 
w~ll have other investment needs, especially in water supply which must be 
balanced with those for wastewater treatment. In fact, investment needs in 
water supply may be of higher priority than those in wastewater treatment. A 
safe and dependable water supply is not only essential for public health 
reasons but also a very important consideration regarding consumer willingness 
to pay for services. Therefore, providing finance for wastewater treatment 
only would be shortsighted. A new, more prudent approach is to offer 
financing packages which satisfy all of a utility's needs as identified by a 
least-cost prioritized investment program. The World Bank will therefore 
consider financing of investments for wastewater treatment only under the 
umbrella of integrated water supply and wastewater projects. such projects 
would have two basic objectives: (i) assisting the present water and 
wastewater enterprise to develop into a strong viable utility; and (ii) ensure 
the availability of financing for all of the utility's priority investments. 

26. As part of such projects, the World Bank would attempt to facilitate the 
involvement of the private sector, either in the management and operation of 
th~ utility . (through. a concession contract, for example) or by attracting 
pr~vate cap~tal for Lnvestment components of interest to a private investor (a 
BOT for a Treatment plant, for example). Within the context of such project , 
the World Bank would also look for participation of the Ministry of the 
Environme~t. The Min~stry should provide the river basin plan identifying 
priority Lnvestmente Ln treatment plants and its affiliated financial 

9 432490T 121 



institutions, the National Fund for Environmental Protection and the ECO Bank, 
would be expected to play a key role in the cofinan7ing of w~s~e treatment 
plants. The Ministry of the Environment together w~th the M~n~stry of 
Industry would also be expected to assist industry in finding and imple~en~ing 
appropriate solutions for reducing water consumption and to curb the em~ss~on 
of hazardous or difficult to treat industrial wastewater into municipal sewer 
systems. 

III. PROJECT FINANCING ACTIVITIES PROPOSED BY THE WORLD BANK 

27 . The principles introduced in the previous chapter determine the sector 
assistance strategy which has been proposed to the Polish government . This 
strategy consists of two parts: (_a) the preparation of a Sector Review; and 
(ii) the financing of specific investment projects. 

Sector Review 

28. As in many other countries, the reform of the water and wastewater 
sector in Poland is a work in progress. The Polish government has already 
taken a number of basic decisions which bode well for future sector 
development. Among these decisions are the devolution of responsibility for 
water and wastewater services to local governments and the commitment to cost 
recovery and private sector participation . However, several crucial issues in 
the area of sector policy, regulation, and organization remain to be resolved. 
The sector review, prepared by the Bank, is intended to assist the Polish 
government in addressing these issues. Specifically, the review aims at 
assisting the Polish government in creating the conditions necessary for the 
development of an efficient municipal water and wastewater sector founded on 
strong local or regional water and wastewater utilities. 

29. The review focuses on a number of issues which the Bank's sectoral staff 
and the Government's sector authorities have identified as key to the 
development of an efficient water supply and wastewater sector. These topics 
include: (i) general central government sector development policy and overall 
institutional structure; (ii) the relationship between local, regional, and 
national government in matters concerning municipal water and wastewater; 
(iii) the relationship between local governments and wate: and wast~water. 
utilities; ownership and corporate governance of the util~ty compan~es; (~v) 

the relationship between municipal governments/utilities and environmental and 
water resources agencies regarding water abstractions and wastewater 
discharges; (v) the relationship between utility and service benef~cia:ies, 
including households, state agencies, and industry; (vi) the organ~zat~on, 
management, and performance of water and wastewater utilities; (vii) pricing 
and tariff setting; (viii) principles of selecting least-cost, priority and 
affordable investment programs; (ix) mechanisms and conditions for channeling 
investment capital to utilities; (x) means for increasing private 
participation in the management and operation ~futilities and in t~e. 
provision of investment capital . The review w~ll also present spec~f~c 
proposals on the scope, instruments, objectives and key operational features 
of future external assistance to the sector. 
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30. In Poland, t he sector review is being prepared by Bank staff i n close 
cooperation with the Ministry of Physical Planning, the parent ministry fo r 
the municipal water and wastewater sector. As the conclusions and 
recommendations of the ·review are of great interest to a much wider audience 
than the Ministry of Physical Planning, the Bank intends to involve other 
importa~t stake holders, among them the Ministry of Finance, the Minist ry of 
the Env~ronment, and the Office of Public Administration Reform under the 
Counc~l . o7 M~nisters •. The review is coordinated closely with other i mportant 
Bank ~n~t~at~ves deal~ng with the reforms by local government 
(decent ralization) and the financial sector. The report is expected to be 
compl~ted in July or Augast and will be shared with everyone interested . The 
Bank LS tentatively planning to present and discuss the report with local 
sector officials and the international funding agencies at a seminar 
tentatively scheduled for September 1993 . 

Project Financing 

31. The second part of our assistance strategy is a series of investment 
operation~ ~i~ed at a~sisting . individual local governments in establishing 
~trong utLlLtLes and Ln the f~nancing of least-cost, priority and affordable 
Lnvestment programs in water supply, wastewater collection and treatment . 
Ano~h~r ohjective ' ~s to e~courage and help sector utilities attract private 
ca~Ltal by supportLng t~eLr efforts to organize joint ventures with potential 
prL;ate se7tor partners or obtain loans from foreign capital markets. All 
proJects WLll adopt the integrated utility approach outlined before. 
Eligibility criteria are the same for all projects: (a) commitment to 
institutional reform and strengthening; (b) the presentation of least-cost a nd 
financi~lly viab~e investment programs elaborated and justified through 
ap~ro~rLa~e studLes; (c) and in the case of wastewater treatment plants , 
prLorLty ~n a least-cost strategic plan for allocating resources for municipal 
wastewater treatment . The World Bank has proposed to the Polish government to 
carry out three separate loan operations to be initiated as soon as possible. 

32. First, direct lending operations with three water and wastewater 
utilities. The cities of Krakow, Bielsko Biala and Wroclaw have been selected 
to be part of this initial package of operations. Funding from the Unit ed 
States Trade and Development Agency has been made available to finance 
feasibility studies in Krakow and Bielsko Biala; the consultant selection 
pr~cess ~s already under way. Funding for the feasibility work in wroclaw i s 
stLll beLng sought. Appraisal of these projects is expected for early 1994. 

33. Second, a credit line operation for all other interested and eligible 
Polish munici alities to be channeled throu h an intermediar arran eme nt 
which ~s as yet u~d~fin~d. These projects would require the same type of 
analysLs and justLfLcat~on as outlined bef ore. The preparatory work f or 
defining an appropriate intermediary arrangement is currently being carried 
out under the sector review and the Bank's ongoing work on public sect or 
:eform. We hope to have a functioning arrangement within a year's time. Th i s 
~n turn means that the preparation of a pro j ect pipeline must start a s soon a s 
possible with the elaboration of f easib ility studies. To date, the Bank has 
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agreed to assist some 11 Polish2 cities which have expressed great interest 
to prepare themselves for a loan operation under the credit line. Several of 
them are among the "hot spots" identified under the Bal~ic Sea Environmental 
Program. Project preparation is on hold due to a lack of resources to finance 
the feasibility study. Other cities are welcome to participate if they are 
prepared to meet eligibility criteria and project preparation requirements. 

34 . Third, a direct lending operations for the city of Warsaw. Funds for a 
feasibility study are still being sought. 

35. Part of the World Bank's assistance strategy is to encourage cofinancing 
of these projects by other financing organizations as well as the private 
sector. The National Fund for Environmental Protection, the ECO Bank and the 
Polish Development Bank will have an important role in providing local 
investment funds, particularly fo~ investments in wastewater treatment plants. 

IV. NEED FOR DONOR COORDINATION AND SUPPORT 

36. The World Bank invites the local authorities and the donor community to 
critically review the concepts and strategies presented in this paper. In the 
long run the comprehensive and integrated approach outlined in this paper is 
essential to creating the conditions required for the sustainable development 
of the water and wastewater sector and the wise use of scarce resources. Good 
institutions and justifiable investment programs will result in better local 
resource mobilization and will encourage international financing institutions 
such as the World Bank to commit resources. It will also motivate the private 
sector to participate in future sector development either as managers and 
operators of water and wastewater utilities or as providers of financial 
resources for investments. 

37. The main obstacle to accelerated action is the lack of appropriately 
prepared investment proposals. The preparation of a pipeline of properly 
justified water and sewerage projects must have highest priority. Feasibility 
studies must be prepared for all cities which are planning to undertake major 
investments in water and wastewater. These feasibility studies should be 
prepared on a cooperative basis between local and foreign consultants 
specialized in the elaboration of these kinds of studies. Their preparation 
will require substantial external resources. The World Bank hopes that 
bilateral and multilateral agencies will provide funding for these studies. 
Terms of reference produced by the World Bank could be used as models. To 
facilitate the project preparation effort the World Bank strongly supports the 
creation of a project preparation team in the Ministry of Physical Planning. 
This team consisting of 3-4 local and foreign experts could provide invaluable 
assistance in speeding up the project preparation efforts by helping 
interested utilities to start studies and to coordinate donor assistance. 

£/ Ci ties inc lude: Lodz, Torun, Wloclawek, Bydgoszcs, Lomza, Lublin, Zamozsc, Radom, Oabrowa Gornicza, 
Katowice. 
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38. To tackle the enormous task ahead it is · · 

~~~~~~~~=a~n~u!~~:rested miunicipalitie~, inter~:;i~:~~r~~~:~e=:~ta~~e Pol ioh 
g agenc es and the private sect 

approach to raise and invest wisely th f d or cooperate under a sharod 
water and wastewater services in Polis: c~~ie which are necessary to improvo 
resources. The World Bank stand d es and to clean up local water 
and, if the Polish government s ~e~ y to work together with all involved 
towards that goal. so w s es, to contribute financial resources 

39. The World Bank also stands ready to i 
t di cone der the possibility of ex en ng assistance in a similar f h 

as ion to other interested Central and Eastern European countries. 
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THE BALTIC SEA JOINT ENVIRONMENTAL ACTION PROGRAMME 
ffiGH LEVEL CONFERENCE ON RESOURCE MOBILIZATION 

Gdansk, Poland, 24 March 1993 

Mr. Olli Ojala 
Ministry of Environment of Finland 

and 
Mr. Timo MakeUi 

European Bank for Reconstruction and Development 

INFORMATION ON A STUDY ON FORESTHET SEPCJi>: =~::~~T~~ 
ENVIRONMENTAL MANAGEMENT IN 
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Min istry of the Environment 
Finland 

March, 1993 

INFORMATION ON A STUDY ON FOREST SECTOR DEVELOPMENT AND 
ENVIRONMENTAL MANAGEMENT IN THE PULP AND PAPER SECTOR 

Under the Baltic Sea Environment Programme prefeasibility 
studies were made focusing on the identification of point 
sources of pollution load i n the Baltic Sea . An outcome of 
t hese prefeasibility studies has been the identification 
of environmental hot spots and suggested priorities for 
invest_meht·. For investment activities one of the identified 
major categories is the Pulp and Paper sector . 

The Pulp and Paper Industry pollution and its impact on 
t he environment is considerable in the Baltic Sea itself 
as well as in the form of transboundary air pollution . The 
solu tion of the problems in this sector is of a special 
interest also to Finland . In our bilateral co- operation 
with our eastern and southern neighbouring countries 
projects concerning reduction of environmental load from 
pulp and paper mills have been identified as high priority 
projects . 

Based on Finland's own experience in the forest sector and 
pulp and paper industry development and on the expertise 
that is available in this field we have considered it 
important to contribute to finding feasible solutions to 
the environmental problems identified by the Task Force . 

With this in view the Ministry of the Environment of 
Finland has together with the European Bank for 
Reconstruction and Development and the Nordic Investment 
Bank launched a study on Forest Sector Development and 
Environmental Man agement in the Pulp and Paper Sector in 
Karelia, St Petersburg and Kaliningrad in Russia as wel l 
as in Estonia, Latvia and Lithuania . 

The purpose of the study is to supplement t he existing 
prefeasibili ty studies undertaken within the Baltic Sea 
Environmental Programme . It has been considered importanL 
to take into account the likely effects of ongoing sector 1 
restructJring ; The aim of the sector approach is t o idenLI ly 
t hose pl&nts that would be commercially viable if a 
programme of privatization and restructuring ·.is implemen LNI. 

··The study is expected to produce a reliable basis for 
environmental management and investment decisions in the 
fores t industries, particularly pulp and paper . 
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The recommendations will identify specific project 
priorities, identify project sponsors and provide a 
sufficient technical and economic basis for international 
financing agencies to determine the suitability of each 
project for financing. 

When implementing the concrete projects all possible 
sources of financing should be thoroughly studied. In our 
bilateral cooperation the financing of investments projects 
has mainly been organized by the local partner . The Finnish 
grant has only been a minor share of the foreign currency 
costs. The share of the local partner in both local and 
foreign currency has mainly come from earnings of the 
company or plant in question. In most cases barter deals 
have been used for financing costs in foreign currency but 
also means from governmental and municipal budgets have 

TL - 00 

been used. 

In the future it is assumed that the role of internationa l 
financing institutions will increase and at the same time 
the role of Finnish governmental grants may when 
possible be in the form of a softener in financial 
packages, which will consist of payment in hard currency, 
barter deal deliveries and credits. 

mis.vax:gdansk.p-p 
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Joint United States Agricultural Run-Off Program: 
Poland Agriculture and Water Quality Protection Project 

Stanley R. johnson, Aziz Bouzaher, Walter E. Foster, and Susan Gordon 

I. Introduction 

In mid 1992, the Center for Agricultural and Rural Development (CARD) at Iowa State 

University, under a cooperative agreement with the U.S. Environmental Protection Agency (EPA) 

Region VII, initiated the Poland Agriculture and Water Quality Protection Project (PAWQPP). The 

project is being undertaken jointly with the Poland Ministry of Agriculture and Food Economy, the 

Institute of Land Reclamation and Grassland Management (IMUZ), and local Polish governmental units 

(voivodships and gminas) in the targeted regions. Also, cooperating in the development of the project 

are the Polish Ministry of Environmental Protection, Natural Resources, and Forestry; the United 

States Department of Agriculture; the United States Peace Corps; and selected Polish nongovernmental 

organizations (NGOs) . 

The purposes of the PA WQPP involve the transfer and evaluation of technologies and 

management methods that have been developed in Western Europe, the United States, and in Poland 

that are designed to reduce agricultural contamination of the environment. The transfer and evaluation 

activities concentrate on demonstration farms identified in cooperation with local governmental 

authorities, gminas, voivodships, and ODRs (public institutions responsible for technology 

dissemination and information transfer in Polish agricultural and rural communities). The transfer and 

evaluation activities on the demonstration farms and watersheds will be leveraged through educational 

programs conducted jointly with the ODRs and local agricultural colleges or training schools. Finally, 

through this cooperative activity (demonstrations of new technologies and management methods, 

support for the dissemination of information) the policy culture will be influenced, drawing increased 

attention to environmental problems, to the need for informed government intervention, and to 

opportunities for designing an educational, regulatory, administrative, and institutional system that is 

of mutual benefit to agriculture and rural communities and to the environment. 

This paper provides a summary of the activities to date and experiences incurred in developing the 

PA WQPP. Also, the project will be assessed for its potential in contributing to solving the 

environmental problems that are evident from the deterioration of water quality at farm, village, and 

watershed levels, and for it implications for addressing widespread water quality problems in major 

rivers and lakes, and in the Baltic Sea. The latter aspects of the PA WQPP b'uild on the approaches that 
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have been suggested by work on the project to date for improved management of local watersheds 
0

,. 

catchment areas, and the possibility of generalizing the experience to stimulate improved coordinatiou 

of environm~ntal and economic reforms of agriculture on a broader geographic base. 

2. Rationale 

The rationale for the development of the cooperative PAWQPP is related to the economic 

transition in Poland and increasing information on the importance of agriculture as a contributor to 

~he de~radation of ground and surface water quality locally, and the quality of water in larger bodies 

mcludt~g t~e Baltic Sea. Each of these two aspects of the agricultural and environmental problems in 

Poland ts dtscussed. The observations are intentionally brief, highlighting the justification and timing 

for the PA WQPP and its positioning with the economic reforms in Polish agriculture. 

Transition: Th t · · · 
. e ransttwn to pnvate enterprise-market systems has created many uncertainties and 
1l,l~roduced im~ortar:t structur,al adjustments in the Polish economy, particularly with the freeing of 

P,nces and administrative controls, and the unleashing of the forces of supply and demand (Csaki 

1990a,b). Western economists do not have a good understanding of-and rt 'nl · 1 · 
. . . . ce at y no strop e rectpes 

for-destgrung eff1c1ent and equitable transition policies Still the distort1'ons and 1'neff' · · d 
· , lC1enc1es create 

by the command system have been the subject of extensive research (e.g., Kornai 1980; Stewart 1984) . 

In agriculture the closed nature of the economy along with state ownership has resulted in concentrated 

production (especially processing and distribution) often one-enterprise subsectors, and farms unable 

to compete in international markets. A lack of accountability for environmental costs and state

determined incentives emphasizing high output levels have meant that the firms and enterprises seldom 

co~ormed to ~t~dards ~or effluent and other by-product discharges. In short, these enterprises given 

ratwnal behavwr m relatiOn to incentives of the command system hav d · ff' · f 
, e rna e me 1c1ent use o natural 

resources and energy (Roe 1992). 

Pollution or environmental degradation in general is explained in Wester · h 
. n econom1c t eory as 

occurnng from "external effects" of production and consumption due to " market failure " ".
11 d f . " . . or t 

e med property nghts that 1mpose the associated costs on society (Baumel and Oates 1988). The 

corres~onding "failure" in the command economies is related to administration problems, since most 

allocat1ve decisions are centrally controlled. Opening the centrally planned · I 
. . econoffiles to mar <et 
mcent1ves has resulted in massive unemployment high inflation and fall' al 

. • , a mg re output.. lu 
agnculture, the sharp rise in input prices (energy chemical seeds d h" ) · 

. . . • , , an mac mery accompantcd by n 
less raptd mcrease m commodity ,prices has resulted in lower yields and smaller planted ar d 1' · 

. . • eas, cc lOIIlf\ 

commodtty output, worserung terms of trade with other sectors, and a fall in real farm income (I>; I{~ 
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1992). Poland is grappling with the new realities of the market system and responding with policies 

aimed at stabilizing farm income (e.g., intervention purchasing) while trying to address the major 

questions associated with privatization and restructuring of state farms and agro-industrial complexes. 

In this period of the restructuring of the enterprises and firms in agriculture and the economic 

system, there is an important opportunity for developing and integrating policies and institutions that 

contribute to improve the environmental quality. Currently, use of agricultural inputs that have in the 

past led to high levels of contamination is limited due to relative high prices. But, it is reasonable to 

assume that as the restructuring progresses, agricultural technologies similar in productivity to those 

in Western Europe and the United States will be introduced, and will dominate those now used in 

Poland. Appropriately educating producers, local authorities, and federal officials responsible for 

agriculture and the environment can influence the introduction of these technologies and management 

methods, helping to assure that agriculture in Poland is more sustainable. This same attentiveness to 

environment can also lead to improved extrafarm management systems (watersheds, river basins, lakes, 

etc.). In short, by raising awareness of the importance of agriculture for the environment and managing 

the economic restructuring and development of new technologies and management methods, as well 

as the environmental law, institutions, and administrative structures, Poland can emerge from the 

transition with a more sustainable agriculture and a healthier environment. 

Agriculture and water quality: Poland has severe industrial environmental pollution problems due 

primarily to high coal use, old technologies, and low energy prices. The average annual coal equivalent 

per person in Poland was almost 900 kg in 1989, compared with less than 50 kg in the European 

Community. In addition, 1989 energy prices calculated using a simple index were 60 percent lower in 

Poland than in the EC (Hughes 1992) . The environmental damage in Poland also stems from the 

concentration of sources of contaminants in some of the most populated regions. For example, 50 

percent of the airborne pollution originates from 15 percent of the total areas in south and southwest 

Poland. And, in these areas the maximum 24-hour ambient concentration of black smoke exceeds the 

European standard more than sixfold. Just three mines, for example, producing 10 percent of the coal 

output are responsible for 20 percent of the 30 million cubic meters of saline water and brine 

discharged daily as a by-product from coal mining, rendering most of the water of the two main rivers 

(the Vistula and the Odra) too contaminated even for industrial consumption (World Bank 1992). A 

heavy concentration of industry and power plants also contributes to water pollution in the main 

rivers. Self-purification in these rivers is low because of the flatness of the terrain and the slow stream 

flow (Hughes 1992). Changing these and other sources of industrial pollution will require significant 

capital investment and restructuring of production processes even if an ideal set of laws, administrative 
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procedures, and institutions are in place. 

Agricultural run-off, in addition to municipal sewage from urban and al d 
0 

d 0 

o rur areas an m ustnal 
pollutwn, also contributes importantly to contamination of ground and surface water (Bouzaher and 

Jensen 1993). In rural areas, village water quality is rated very low in 20 percent of the household water 

supply systems, 48 percent of common wells, and 66 percent of home wells. This results in the health 

of 50 percent of the village populations being adversely affected by nitrate compounds d b 0 0 

th an actena m 
e water supply. In addition, it is estimated that between 1987 and 1989 1 29 f h 

0 

h d 0 on Y percent o t e villages 
a an active water supply syst 1 5 3 h d em, on y . percent a sewage systems and only 2 h d 

• 0 0 • percent a water 
punficatwn plants (Central Statistics Office Warsaw 1992) 0 all 0 d 

, , . ver , an estimate 65 percent of Polish 
surface waters are considered unfit for municipal or even for industrial 

use. 
Agriculture is a major contributor to nitrate contamination of water so M' 

. urces. Ismanagement of 
~mal was~e, excess use of chemical nitrogen, poor management of drained wetlands, inappropriate 

tillage practices, and other aspects of the agricultural technologies and man h d 
0 . agement met o s contnbute 

~ estimated 50 perc~nt . to th~ nitrogen contamination of the ground and surface water in Poland 

(World Bank 19'92). And, agriculture and the rural communities are closely intertwined in influencing 

the water quality.' Village wells are contaminated by agricultural practices and village wastewater 

treatment contammates water available for use from agriculture These natural clo . 
· se connections are 

even ~ore important in Poland than in other nations given the sandy and organic soils and high water 

tables m many of the major agricultural producing areas. 

The PAWQPP is aimed at the agricultural and rural communities The 'd · h f h 
. · I ea IS t at many 0 t e 

water quality and environment problems can be addressed by the adoption of technologies and 

~anage~ent methods that are complementary to improved farm income. If these knowledge-based 

mterventwns or changes coupled with appropriate administrative regulatory and . 0 • al 
' ' InStltUtlOn 

structures and aggressive educational and dissemination programs can ° ofo 1 d 
• 0 Sigru Icant y re uce the 

contammation from agric lt d al · · · 
u ure an rur commuruties, maJor benefits should follow both for the local 

S
users of ground and surface water, and for water quality in the major lakes and rivers, and in the Baltic 
ea. 

3. The Structure of the PA WQPP 

The PAWQPP has a three-year work plan and · 1 do 
• 0 • mvo ves an expan mg agenda for providing 

assistance m Improved farming pract · d · d 
Ices, e ucatwn an outreach institution bui'ldi'ng d . h . 

h · ' , an m s apmg 
t e polrcy culture. The general design for the project is outlined in Figure 1 and in T bl 1 Ob 
f F' h a e . serve 
rom Igure 1 t at the ac~ivities proceed from demonstrations and monito 0 h f 

1 nng at t e arm and 
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Figure 1 
. p . t 

Poland Agriculture and Water Quality roJ ec 
A Three Tier Approach 

Tier 1 
(Year 1) 

Tier 2 
(Year 2) 

Tier 3 
(Year 3) 

Farm 
Household 

Ag. Practices 

Environmental Degradation 
in Poland 

Agricultural 
Pollution 

Demonstrations 
~ 

~ Monitoring 

Education 
Outreach 

Institution 
Building 

~~ 
\ New Policy Culture J 

Policy Recommendations 

Legislation 
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Table 1. Poland Water Quality and Implementation Strategy Summary 

ACTIVITY 

DEMONSTRATION 

EDUCATION AND POLICY AND 
YEAR FARM WATERSHED DISSEMINATION INSTITUTIONAL 

1 Select farms, Survey watershed Review Accumulate 
implement organizations to legal/regulator 
demonstrations participate and y information, 
(simple) make contacts determine 

players 
' .. -

2 Continue Model Prepare materials Negotiate 
demonstrations watersheds, and conduct cooperative 
using more introductory dissemination pol icy and 
sophisticated demonstrations (local) institutional 
technologies in it iatives 

3 Continue selecting Extend to more Introduce policy 
and evaluating complex and and institutional 
technologies pol icy/i nstitutiona initiatives 

I approaches 
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household levels to generalization of these results for their implications for educational programs, 

institution building, policy recommendations, and legislation. Figure 1 is complemented by Table 1, 

which indicates in more detail the focus of the project in terms of farm or household activities, 

watershed management, education and dissemination, and policy and institutional change. Observe 

from Table 1 that the farm and household demonstrations begin in year 1 and continue in years 2 and 

3, when they involve _more sophisticated technologies and management methods that are more 

customized to the local situation in agriculture. 

For the watershed demonstrations, the first year is primarily devoted to surveys and information 

collection. The idea is to accumulate information on the watersheds in which the farm demonstrations 

reside and to prepare a basis for "demonstrations" that will involve extrafarm and extrahousehold 

relationships, and the integration of farm and village initiatives, during years 2 and 3. Also, in year 1 

monitoring at both the farm and watershed levels is underway, with the focus on the surface and 

ground water quality near the demonstration areas on the farms, and in streams near the farms and at 

the outlets of the watersheds. 
The education and dissemination activities will parallel the results of the demonstrations for farms 

and households and in the watersheds. Thus, the education and dissemination activities in year 1 will 

concentrate on farm and household level management methods and technologies. The education and 

dissemination activit ies in years 2 and 3 will involve watershed management in addition to the farm 

and household demonstrations. Finally, it should be emphasized that the scope of the education and 

dissemination will increase during the project. In year 1, the focus will be on the local voivodships and 

gminas, while in the out-years materials will be prepared to leverage the results for application in 

education and dissemination programs targeted to other agricultural areas in Poland. 

The policy and institutional component of the project is the most difficult, in part because the 

formulation of policy recommendations and suggestions on institutional design requires great familiarity 

with the cultural, technological, and other aspects of the economic and political systems unique to 

Poland. During the first year, the activities for the PA WQPP in the policy and institutional area will 

be primarily devoted to gathering information on regulatory structures, administrative systems, legal 

and other initiatives for the environment and on the aspects of the economic transition that are 

important to agriculture and the environment. This information will be used as a basis for negotiating 

experiments that may be set up in the demonstration areas, in cooperating gminas and voivodships or 

in other areas focusing on changing institut ions and the regulatory structure and as well educational 

initiatives designed to alter the policy culture. Directly related to the latter is the analysis of 

information that will be generated from the surveys of the households in the targeted watersheds and 

associated gminas and voivodships. These surveys w ill collect information on how households learn 
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about the environment, attitudes toward the environment, and perceptions of environmental and 

economic risk. 

Thus, the project is designed as a comp-rehensive package, starting at the grassroqts or farm and 

household levels, and proceeding to address environmental and agricultural problems of . . . greater scope 

as. mformatwn 1s accumulated and the organizations participating in the project become more familiar 

w1th one another. The demonstrations on the farms planned for year 1 1 b · . are current y emg 

Implemented. The surveys of the watersheds and related gminas and voivodships have been completed 

an~ ~r~ being analyzed. And, the networks necessary for facilitating the dissemination and educational 

act1v1t1es and preparing fo th 1" d · · · · · · · r e po 1cy an msutuuonal mltlatlves have been activated. Plans ar 
b · f e now 

emg malized for the second year of the project and the expansion of the activities to focus more on 

watershed management, education and dissemination, and policy and institutional reform. 

4. Specifics on Area and Demonstrations 

. Two demonstrati~n ~e~ were selected, primarily on the basis of guidance from the IMUZ and 

~th.er Polish collaborators. In northeastern Poland the demonstration area is in the Ostralenka!Lomza 

regwn. In we~tern Poland, the demonstration area is in Szczecin. The tw; areas are outlined in Figure 

2 an~ emphas1ze the concentration of the project activity in northern Poland. The Ostralenka!Lomza 

area 1s characterized by small f d "1 d" "f" · arms, san Y so1 s, 1vers1 1ed croppmg patterns, small livestock herds, 

and a water table that is quite near the surface. Households on the farms 1"n th1"s ar ea consume water 

from dug wells as well as from rural water systems. 

Agri~ul~ure in the Szczecin area more closely resembles that in Western Europe and the United 

States. Th1s 1s the area in which the large state and collective farms were formed under the old · A · . . regtme. 
gam, the agnculture 1s mixed. The soils are tighter and th d · . e emonstratwn area surrounds Lake 

~1edwe, t~e main water source for Szczecin. Available data indicate that nutrient contamination levels 

~n La~e M1edwe have been increasing. It is believed that these elevated nutrient levels are related to the 

mtens1ty of agricultural production in the areas surrounding the lake Another feature of th · · 1 . . . · e agncu tu re 

m the Szczecm area lS the existence of large, concentrated, livestock-feeding enterprises. 

In the Ostralenka!Lomza area three watersheds are included in the demonstration. Within each 

watershed, there are three demonstration farms (for a total of nine in the Ost al ka!L ) r en omza area . 

These watersheds and demonstrations are listed below. 

• Szafranki Watershed 

Farm 1: Manure storage and nutrient management 

Farm 2: . Grassland management (introduction of clover varieties) 
F . I arm 3: ; Septic tank and housewaste management 
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• Laddy Watershed 

Farm 1: Manure storage and nutrient management 

Farm 2: Grassland management (introduction of clover varieties) 

Farm 3: Septic tank and housewaste management 

• Rupin Watershed 

Farm 1: Manure storage and nutrient management 

Farm 2: Grassland management (introduction of clover varieties) 

Farm 3: Septic tank and housewaste management 

In Szczecin there are two watersheds, each on a tributary of a stream flowing into Lake Miedwe. 

There are fewer demonstration farms in the Szczecin area due to the size of the enterprises involved. 

Specifically , in each watershed there is one demonstration farm. Also, there is one demonstration farm 

outside the watershed, selected because it is very near Lake Miedwe. The watersheds and demonstration 

farms are listed below. 

• W arnice Watershed 

R ensko: IPM/ stigar beet 

N itrogen managment 

Chmielewski: Cover crop 

• Pyrzyce Watershed 

Przepi6rka: Manure storage 

Nutrient management 

Sanderek: Silage storage 

Nutrient management 

Geographic Information System (GIS) maps for two of the watersheds (Lake Miedwe in Szczecin 

and Rupin in Ostralenka/Lomza) are attached as Figures 3 and 4. The maps provide information on 

cultivatable land , cropping patterns, locations of demonstration farms, roads and other infrastructure, 

villages, etc. As such, these watersh:ed maps represent information that is being accumulated as a basis 

for selecting demonstration projects at the watershed level that will be undertaken in year 2 of the• 

PA WQPP. A lso, this information will be useful in suggesting possibilities for generalizing tlw 

demonstration results to other areas. 

Each of the watersheds is located in either a set of gminas and/ or a voivodship. Gmina and villaw 

officials have been involved in the selection of the demonstration farms . The voivodships and d1r11 

O DRs are also supportive of the demonstrations, and set to cooperate in the demonstrati011 111d 

educational activities. In each of the two areas there is also an agricultural college. Linkages with tit••• 

colleges have been made 'w provide for student involvement in the farm demonstrations, educatilllh'l 
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programs, and in the watershed management demonstrations that will be planned and implemented 

during the summer of 1993. 

5. Preliminary Results 

Results to date from the PA WQPP are in four general areas: organizational, technology and 

management demonstrations at the farm or household levels, monitoring in the watersheds and related 

areas, and survey and descriptive tabular analyses. 

Organizational: The organizational results are the least tangible but perhaps the most significant 

accomplishment. Productive working relationships have been developed with the subcontractors in 

Poland-IMUZ and the MOAF. Contractually, this working relationship involves matching domestic 

currency funding of the P A WQPP from the Polish side. The latter is viewed as important by both the 

U. S. and Polish sides in assuring joint ownership of the project and follow through. 

Agreements on cooperation and information sharing have been negotiated with the Ministry of 

Environment, Natural Resources, and Forestry, domestic NGOs, foreign NGOs, and with scientific 

institutes in agriculture and kindred disciplines. Finally, an arrangement has been negotiated with the 

Peace Corps for use of volunteers in the demonstration areas, assisting with education and 

dissemination. All of this organizational activity has required time and high level participation in the 

early part of the project from both the Poland and U.S. sides. Again the intent is to achieve maximum 

leverage of the results from the project and to assure broad participation by interested groups and 

authorities. 

By cooperating with IMUZ and MOAF, working relationships have been developed with gminas 

and voivodships in the two targeted areas for the project. These relationships are essential to the 

cooperation necessary for setting up the demonstration farms and watersheds, and for the educational 

and dissemination activities with the ODRs and other local institutions, including the agricultural 

schools. The survey was also made possible by the cooperative arrangements with the local authorities. 

Farm participation is, in many ways, almost conditional on the approval and cooperation of the local 

authorities. 

Demonstrations: The planned demonstrations were listed in Section 4. In most cases the associated 

activities are being implemented. That is, construction, educational, legal, and other factors associated 

with the demonstration technologies and management methods have been initiated. To illustrate the 

planning necessary, Figures 5-7 have been included to describe one of the manure storage facilities 

being constructed. The facility will help to retain the nutrient content of the manure, prevent 

migration of barnyard contaminants to surface and ground water and support timely application of the 

142 

!>::: 
s... 
(\S 

en 
~ 
!>::: 
-~ 
(f) 

143 

>-
:--
u 
C'tl 

u.. 
OJ 
0') 
C'O ..... 
0 -en 
Q.) ..... 
:::J 
c:: 
C'O 

2 -0 

OJ 
.~ 
en 
"C 
c:: 
C'O 

....... 
:::J 
0 
>-
C'tl 

--J 

E ..... 
C'tl 

u.. 

Ln 
Q.) ..... 
:::J 
0') 

L..L.. 



...... 
~ 
~ 

...... 
~ 
U1 

Manure Storage 

Size of manure pad: 

Height of side wall: 

Thickness of wall: 

Thickness of pad: 

6x15m 

1.2 m 

0.15 m 

0.20m 

Manure Pad (Concrete) 
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manure for fertilizing field crops and pastures. 

Costs for demonstration projects are being shared with the farms on which they are being 

demo~strated. Generally, the materials are supplied by the project and the labor and other costs for 

construction are provided by the cooperating farm. Farmers have responded favorably to the 

opportunity to cost-share in exchange for the inconvenience that the farmers will experience during 

the field days and other dissemination activities and as an inducement to be a first-time experimenter 

with the technology or management method. The value of the cost-share for such a facility in the 

Ostralenka/Lomza region is $1,000 (US) . It is believed that at current relative fertilizer and output 

prices, that the manure storage facility can pay for itself in about three years on an average to larger 

size eastern Poland farm. 

Monitoring: The monitoring activity for the project has begun. In fact, by choice of targeted area 

for the project, well water monitoring data are already available at IMUZ. The general monitoring plan 

will involve both farms and watersheds. At the farm level the monitoring will be conducted for: 

• Drinking water wells 

• 
• 

Groundwater on the farmstead 

Soil water 

• Surface water (canals, outlets, streams) 

• Livestock waste testing 

• Soil testing 

And, at the watershed level, the monitoring will be for: 

• Weather {temperature and precipitation) 

• Nutrient content of precipitation 

• Flow mass balance 

• Water sampling at inlets and outlets 

Indicators on which the monitoring will focus are related both to environmental and health risk, and 

will include: 

• Nutrients and micronutrients 

• Pesticides 

• Biological Oxygen Demand (BOD) 

• Bacteria 

Selected well water monitoring data for the Szczecin and Ostralenka!Lomza areas are provided 

in Figures 8 and 9. Nitrate concentrations in both areas are shown to be at or below the European 

standard, 11.3 mg/L, in only about 40 percent of the wells. And, very high concentrations, about SO 
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mg/1, were observed in approximately 20 percent of the wells in the Ostralenka/Lomza region and 10 

percent of the wells in the Szczecin region. In short, the well monitoring data suggest significant 

nutrient contamination problems in both areas. 

Survey: The survey was administered in the winter months in both demonstration project areas. 

Generally, the survey was administered for all the households/farms in the demonstration watersheds 

and a 10 percent sample of the households/farms in the gminas containing the watersheds. The latter 

was to obtain "control" data to be used in evaluating the demonstrations, and to provide perspective 

for the results obtained from the analysis of the households in the demonstration watersheds. 

Results presented are from a preliminary analysis of the survey data, for the demonstration 

watersheds in the Ostralenka!Lomza area. The survey contained seven sections or parts: agricultural 

practices and cropping patterns; farm income and agricultural prices; agricultural inputs management 

(fertilizer, pesticides, livestock waste, oils); farm management practices; on-farm water source 

management; perceptions and attitudes toward environmental protection; and expectations about 

government policy. The results presented are from a full sample of the completed surveys for the three 

watersheds in the Ostralenka!Lomza region, approximately 70 farmers. A random sample of roughly 

half of these surveys was analyzed for generating these preliminary results. 

The preliminary results indicate that the watersheds in the Ostralenka!Lomza area are relatively 

typical of the region. Averaging across the farms, the crops grown are: pasture 30%, hay 37%, rye 15%, 

wheat 1%, oats 6%, potatoes 4%, triticale 6%. In other watersheds, sugar beets and barley are grown 

along with the crops identified from the sample surveys of the three demonstration watersheds. Seventy 

percent of the farms are 0 to 20 hectares, with the largest farms in the 41 to 45 hectare category. Major 

livestock commodities produced are poultry Oayers) , dairy, and swine. Average fertilizer purchases 

made by farmers in the area are: nitrogen 465 kg; phosphorus 281 kg, potash 700 kg, lime 2800 kg. 

One hundred percent of the farms reported herbicide use on triticale, rye, oats, barley~ sugar beets, and 

wheat. Insecticides were used only for potatoes, and on 100 percent of the farms growing potatoes. 

Farm wells were frequently located in the immediate vicinity of the fertilizer, pesticide, petrol, and 

other toxic substance storage areas. Also, wells were frequently in the barnyard. Twenty-six percent 

of the wells had casings at least 30 centimeters above the ground, 4 percent of the wells had casing 

isolated from the bottom by clay and other material, 7 percent of the wells were in areas that were 

isolated from the farmstead. One hundred percent of the wells were covered; 38 percent by wood, 60 

percent metal, and 2 percent by concrete. The average age of the well was 12.7 years with the oldest 

at 50 years. Seventy-eight percent of the wells were built by the farmers. 

Eighty-five percent of the fatms have concrete holding tanks for household waste with an average 
~ 
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volume of 6.6 cubic meters. Wastewater from the holding tanks is applied to the fields by 83 percent 

of the farms. Fecal matter is applied to fields by 92 percent of the farms. This material is disposed of 

outside the farm or in ditches for the other 8 percent of the farms. Livestock manure is incorporated 

by 93 percent of the farms. This incorporation is typically completed one time, and within one week. 

The farms produce an average of 122 tons of manure per year. The manure from each farm was applied 

to an average of about 4.7 acres of land. Livestock on the farms produce an average of 7.3 cubic meters 

of liquid manure per month. Forty-seven percent of the farms emptied liquid manure holding tanks 

monthly, while 50 percent emptied these tanks once every three months. 

The survey results are summarized and in a number of tables. The purpose in providing these 

summary results has been to briefly describe the situation on the farms in the Ostralenka!Lomza 

region. Detailed reports from the survey will be available in late spring of 1993. For the remainder of 

the presentation of the survey results, emphasis will be given to aspects of the survey that are more 

special to the demonstration project. These relate to perceptions and attitudes toward environment, 

expectations about government policy, etc. For this purpose, summary information for selected 

questions from the survey instrument is provided. In particular, the questions and percentage responses 

are reported. 

First consider the question "Please tell, to what degree the agriculture in your region solves the 

following problems." Answers to this question indicate that the agriculture is perceived as being fair 

at maintaining high water quality, conserving the soil, and maintaining the productivity of land. On 

the other hand, the farmers feel that profitability is low, that farming offers a relatively low standard 

of rural living, and that there are questions about the suitability of farming as an occupation for the 

next generation. For more detailed information, including a balanced response to a question about 

whether farming is providing healthful and safe food see Table 2. 

Table 3 contains summary information on a set of questions that are more related to the 

environmental issues to which the demonstrations are addressed. The question to which the participants 

responded is "please tell me in your opinion, what things named here are problems for the farmers in 

your area?" Interestingly, improper manure storage, surface water pollution, and ground water 

pollution were indicated as nonproblem areas by a high percentage of the farmers in the demonstration 

watersheds. Other responses indicate that a number of the farmers find it useful to obtain additional 

agricultural production technology information as a basis for improving productivity and income. 

Table 4 is on environmental concerns. For Table 4, the farmers were asked to respond to the 

following question, "Please tell me if you 'agree' with the statement, 'disagree' or are 'undecided' about 

the following issues." Seventy percent of the farmers were not worried about the purity of the family 

drinking water source. Answers to other questions in Table 4 suggest significant value to educational 
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Table 2. Survey Summary: Pr bl 
II o ems connected with agriculture in your tc uluu 

Survey Question: Please tell me, to what de ree th . . 
solves the following proble~s . II e agnculture rn your regio" 

Poor Fair Good 
Maintains productivity of the 
land 4% 74% 22 % 

Conserves soil from erosion 4% 67% 
Maintains high water quality 29% 

7% 74% 
Provides habitat for wildlife 19% 

22% 67% 
. Produces reliable swpplies of 

11% 

food to consumers 
30% 37% 33 % 

Provides reasonable profit to 
farmers 89% 11% 0 % 

Provides healthful and safe 26% 30% food 44% 

Offers desirable family life and 81% 19% rural living 0 % 

Leaves a better condition for 70% 26% next generation 4% 
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Table 3. Survey Summary: Problems connected with agriculture in your regions. 

Survey Question: "Please tell me your opinion, what things named here are 
problems for the farmers in your area?" 

Improper storage and disposal 
of livestock manure 

Surface water pollution 

Groundwater pollution 

Farmers rejecting new ideas 
and practices that might 
benefit them 

Too many new and untested 
farming ideas and practices 
being promoted to farmers 

Limited resources (money) and 
credit buy needed machinery 
and new buildings 

Limited resources (money) and 
credit to buy needed seeds, 
fertilizer, and pesticides 

Limited genetics for better 
livestock 

Limited ski lls to increase 
production and crop yie ld 

Limited skills to make wise 
business decisions 

Poor Fair Good 

67% 

74% 

85% 

63% 

74% 

4% 

4% 

7% 

26% 

37% 

152 

33% 

22% 

11% 

33% 

26% 

22% 

18% 

22% 

56% 

56% 

0% 

4% 

4% 

4% 

0% 

74% 

78% 

71% 

18% 

7% 

Table 4. Survey Summary: Environmental concerns. 

Survey Question: "Please tell me if you 'agree' with this statement 'disagree' or are 
'undecided' about how you feel?" ' 

I worry about the purity of my 
fami ly's drinking water. 

I am confident that agricultural 
pesticides, if used as directed I 
are not a threat to the 
environment 

Agricultural chemicals are the 
best alternative we have to 
contro l weeds, insects, and 
plant diseases 

Modern farming relies to 
.heavily upon insecticides and 
herbicides .. - -

There is too much attention 
about the harmful effects of 
pesticides 

There is too little attention 
about the benefits of pesticides 

The soil blocks most pesticides 
movement to your drinking 
water 

In this area, animal manure is 
not a sign ificant factor affecting 
water quality 

When mixing and applying 
pesticides, a slightly richer mix 
or application than the 
manufacturer recommends is 
often beneficial 

With proper management of 
livestock manure there is little 
need for commercial fertilizer 
on my farm 

I am optimistic about the 
future of farming in Poland1 

today . . 

11 432490T 

Agree 

19% 

30% 

59% 

4% 

15% 

18% 

44% 

41 % 

44% 

85% 

0% 

153 

Undecided Disagree 

11 % 70% 

55% 15% 

33 % 8% 

48% 48% 

52% 33% 

63% 19% 

44% 12% 

26% 33% 

15% 41% 

7% 8% 

19% 81 % 



programs on application rates and time of application for pesticides. In general, these and other 

questions suggest dispersed attitudes or information about environment and other aspects of 

agriculture.Also, there are clear misperceptions about agriculture and the environment that could be 

easily countered with appropriately designed educational programs. 

The final result from the survey provided for discussion involves information on farmer decision 

making processes. This question was "Of the information sources you mentioned, which are the most 

influential?" The results show clearly that an important source of information for farmers is their 

nearby neighbors. This has broad implications for the project. It indicates that the demonstration 

approach emphasizing farmer to farmer communication is consistent with the most prevalent way that 

farmers in this region of Poland obtain information about new technologies and farming methods. 

6. Concluding Remarks 

The P A WQPP is now established and focusing in the first year on farm-level demonstrations. 

Results obtained indicate that the demonstration approach may be valuable in affording an avenue to 

new information that capitalizes on the traditional ways in which farmers in Poland learn. These 

demonstrations will occur in the spring of 1993. Related educational and other programs will be 

introduced and evaluated relative to their effectiveness. The preliminary survey results have indicated 

that there are significant areas in which the perceptions of farmers are in disagreement with factual 

information on agricultural chemical use, manure management, and other technologies and farming 

methods that have important impacts for water quality. 

The monitoring conducted for the wells in the two demonstration areas indicates that nitrate 

contamination is an important problem. Many of the wells from which drinking water is being used 

have nitrate levels far in excess of European standards. Casual observation of these wells, both relative 

to their location and the observed condition of the water, suggest that there are significant BOD and 

bacteria problems. These latter factors will be more systematically evaluated as the monitoring program 

is implemented in the demonstration watersheds. Still, there is sufficient information to suggest that 

there is a water quality problem, and that it is likely due to agricultural technology and watershed 

management. 

The other achievements of the project to date refer mainly to organization. A serious attempt has 

been made to involve all of the government and nongovernment organizations in Poland that are 

interested in participating. Coordination between the MOAF and the Ministry of Environment, 

Natural Resources, and Forestry has been achieved. And, the Ministry of Agriculture has regarded the 

project as sufficiently important that matching funds have been made avaitable. Organizationally, the 

necessary local level connections and commitments have been made, as well. Officials of the gminas 

and voivodships have been contacted and informed of the project, and they support it. ODR directors 
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~e aware ~f the project and willing to participate. And, local agricultural schools are interested in 

mcorporatmg the results of the demonstrations to build stronger environmental 
training for young 

agricultural specialists. 

T~e implicatio'ns of the project for the Baltic Sea are suggested by the importance of agriculture 
to nutnent contamination and the 'b T f · ·f· · , posst t tty or stgm tcantly mfluencing attitudes and behaviors as 
a result of initiatives like as the PA WQPP A signif t f · h' · · 
. . · tcan actor m t ts connectwn ts the cost of the 
mterventwn. Other nutrient contamination of the Baltic Sea is likely · d 'al d f · · 

. m ustn an rom mumctpal 
waste dtsposal systems. Modifying these individual and municipal systems would · · 'f' 

. . requtre stgnt tcant 
capttal mvestment. And, even if the government of Poland decided to undertak h d 'f' · 

. . . . . e sue mo 1 tcatwns, 
a stgruftcant penod of ttme would be required to achieve the modifications even if the · al 

. , necessary captt 
were avatlable. In contrast, relatively modestly costly initiatives focusing on improved technologies 

and management methods, effective dissemination and education and the fo 1 · f 1· 
. . , rmu atwn o a po tcy 

culture for agnculture that ts more sensitive to the environment may provid · f 
. . e an opporturuty or 

relattvely early success m reducing nutrient contamination The fact that thes d · d 
· e emonstratwn an 

education init~~tives,may be complementary to increased incomes in agriculture, may also mean that 

the transformation of the agricultural economy can b · d · h 
e asstste m t e process of improving 

environmental quality. 
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Agricultural Runoff Management Study 
in Estonia, Latvia and Lithuania 
- Preliminary findings 

Goran Carlson, Senior Research Manager 
Swedish Institute of Agricultural Engineering 
P.O. Box 7033 
S-750 07 UPPSALA 

Background 

This study is financed by the Swedish Ministry of Environment and 
administrated by the Nordic Investment Bank. The study is executed by an 
executive group .of six specialists from the Swedish Institut~ of Agricultural 
Eng~_neering 'and the Swedish University of Agricultural Sciences. In all 
three republics a deputy executive group is working in co-operation with the 
Swedish group. To support the study, a scientific advisory board has also 
been created in Sweden, including eight experts for different subjects in the 
study. 

We started the project in the middle of November, 1992, with Estonia and 
Latvia. Lithuania joined the project in March, 1993. The complete study 
will be reported in June, 1993. 

From the environmental point of view, agricultural production could be 
seen as flows of chemical compounds. These flows are both natural and 
necessary for agricultural production, but there must be a balance, as 
closely as possible, between imports and exports to the system. Otherwise 
there will be impacts on the environment and this impact could be very 
heavy. For the farmer, who is the contractor in handling these flows, it is 
important to use the nutrients as effectively as possible, because the less he 
is able to utilize the nutrients, the higher the losses will be. 

The agricultural sectors in all three republics have a substantial impact on 
the environment. Leakage, surface runoff and atmospheric emissions of 
nitrogen compounds contribute to the general eutrophication of the Baltic 
Sea. Water quality in rivers, lakes and wells is perturbated owing to dis
charge of nitrogen and phosphorus. Pesticide residuals might also influenct· 
the water system. 

The three republics lie within the Baltic Sea catchment area, pollutants and 
their transformation1 products reaching the water-bodies will end up in tht· 
Baltic Sea: In' the area, four "HOT SPOTS" concerning agricultural run-oil 
are listed in the Helsinki commission's list of environmental hoi spots in 
the Baltic Sea catchment area. These are No. 30, Gulf of Finland catch
ment area, No. 36, Gulf of Riga catchment, No. 40, Gulf of Riga catchml'lll 
and No. 60, Numunas River Basin. 
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The main objectives of the study are: 

Analysis of pollution loads and environmental impacts from 
agriculture. . 
Preparation of a programme to reduce agncultural runoff and 
ammonia emissions. 

Actual situation 

Today the agricultural branch in the three republics i.s undergoing a 
tremendous change from being a great exporter and t.mporter to th~ former 
USSR, to just producing agricultural products for thetr own populatiOn, 
possibly complemented by some ~xports. 

There is also a land reform in progress to privatize the ccll~ct.i~e farms .. 
This reform gives the old landowners or their heirs the posstbthty .to clatm 
land according to landownership and boundaries as they. were regtstered 
before World War II. Land and collectivized property wtll be returned or 
compensated to previous owners. This process is not easy to carry out due 
to several factors such as lack of knowledge and the possibilities to invest 
in production me'ans. These dramatic changes. i~ the a~ricultural branch 
were not especially indicated in the prefeasabthty studtes. 

During the USSR period, fertilizers and pesticides were heavily used. In 
1987 the use of mineral fertilizers, based on purchased amounts, reached 
its rr:aximum at 120 kg nitrogenj ha, a very high application rate com~ared 
with official average yields. In comparison, the purchase of N from mmeral 
fertilizers in Sweden was 80 kg/ ha in 1991. 

The purchase of mineral fertilizers in agriculture frorr: ~935 ~o 1?91 is 
demonstrated for nitrogen, N, and phosphorus, P, fertthzers m Ftgure 1. 
The figure especially shows the dramatic decrease in purchase of N from 

1989. 

Nand P kg I ha 

Figure 1. Use of N and P, based on purchased amounts, for agricultural production in 

Estonia 1935 to 1991. 
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The purchase of pesticides in agriculture from 1950 to 1991 is demon
strated in Figure 2. The decrease shows the same dramatic pattern as the N 
and P purchases shown in Figure 1. 
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Figure 2. Use of pesticides, based on purchased amounts, for agricultural production, 
1950 to 1991. 

Like other Baltic people, the Estonian people have experienced dramati
cally increased costs of living. The cost of living index, a modification of the 
consumer price index, was 11.7 between March 1991 and March 1992. 

The increase of prices for food and dwelling exceeds the increase in wages 
by several times, with declining consumption as a result. Since the export of 
agricultural products to the eastern market is almost closed, agricultural 
production has been reduced to adapt to the domestic market. 

Adaptation to self-sufficiency levels will affect crop-rotation systems, lower 
the amount of agricultural land used in production and lower the amount 
of farmers and workers in the agricultural sector. 

Estonian agricultural production is estimated to reach its lowest point in 
1994-95 at 35 % of production in 1988/89. Animal production will be 
reduced while the relative importance of crop growing will increase. In 
1938, grain covered 68 %of the sown area. By 1960 the share cf grain Wll'l 

reduced to 36 %. Later the importance of grain was realized and its arc11 
began to increase slowly. However, the relative importance of grass prod11 
tion kept increasing and during recent years it covered approximately lwll 
of the sown area. Winter-green fields cover two-thirds of the sown a• ('ll 

The production struCture of livestock is influenced by the structure ol I• 1 t1 
resources. Ra~ions of imported concentrated feed in animal husba11dr v \ , t 
in~reased to 35 % of. the total., use of feed. During the period fr0111 t 1) IH 1 1 

1989, milk production increased 24 %, meat production 370 % and lll 
production 370 %. Since 1990, production levels in animal husbandt y 1!1 
decreased, as shown in Figures 3 and 4. 
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Some of the largest an imal production plants are today .empty and ~thers 
continue their production with a reduced number of a~tmals. Espectally egg 
and pork production is estimated to decrease substantially, although 
Estonian consumers are in favour of pork compared to beef. 

The production volumes of milk and meat f:om 192~-1991 are .shown in 
Figures 3 and 4. These figures show dramatic drops m production after 

1989. 
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Figure 3. Production of milk in Estonia 1920 to 1991. 
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Figure 4. Production of meat in Estonia 1920 to 1991. 

Proposed working model 

Due to uncertain knowledge about the future of agriculture in th.e three 
republics, we have chosen the sce~ario techni~ue to study how different 
measures taken will influence environmental tmpacts. 
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Implementation of scenarios 

In the scenario work, we use three models to predict the environmental 
impact, namely two NP-flow models, one on national level and one on farm 
level, and a technical-economic model. The NP-flow model on national 
level has been developed within the project. The interaction between the 
scenario models is presented in Figure 5. 

Scenario 3 

Sce:nariol 

• Farm size 

• Production 
type ' 
level 

Input 
variables 

Figure 5. Scenario model. 

These three scenarios are used: 

NP-flow 
NP-flow model-

national farm level Technical 
economical 

level model 

Result 

1. Prevai ling situation. Land reform has started but establishment of 
private farms has slowed down. 

2. Land reform partly implemented. Some large farms are still in 
production, but wi th less area. 

3. Land reform is a lmost implemented. Just a small number of large 
farms with less area are sti ll in production. 

Assumed measures to reduce losses of nutrients 

I 

An extensive ~rogramme is necessary to reduce nitrogen and phosphorus 
from reaching water bodies and the atmosphere. The farmer is the central 
person to reduce losses of nutrients by introducing and maintaining good 
agricultural practice. He should be guided in his efforts by: 

Legislation and regulations 
Education and extension service 
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Demonstration projects 
Research and scientific work 
Financing systems 

Table 1 presents the proposed time schedule for implementation of the 
programme to reduce losses of nutrients. 

Table 1. Proposed implementation schedule of legislation, advisory service and 
economic assistance for good agricultural practice and environment. 

Implementation 

Type of Measures 1996 2001 

Legislation framework 
Maximum animal density per hectare fully 
Spreading of fertilizers and manure, spread ing time and 

application ratej ha partly fully 
Storing of manure, storage capacity and construction fully 
Balance in applications of manure and fertilizers and 

fertilizing plans fully 
Minimum amount of winter grown land, green cover fully 
Special requirement on spreaders for manure and 
mineral fertilizer partly partly 
Ammonia emissions reduction partly fully 
Special permission together with environmental 
protection programme is needed for production units 
over 100 animal units fully 

Education and extension service 
Advisory service and guidelines fully 
Dissemination of good agricultural practice fully 
Demonstration project partly fully 

Research and scientific work 
Special monitoring net for estimating agricultural diffuse 
pollution fully 

Financing systems 
Economic assistance partly fully 

NP-flow model - national level 

This NP model deals with agricultural production, NH3-emissions to air and 
nutrient run-off to surface waters on a nationa l level. Figure 6 demon
strates the nitrogen flows in agricultural production and Figure 7 gives a 
description of the NP-flow model on the national level. 

The basic assumption for this model work is that Estonia should have a 
self-sufficient production of food and fodder on a net basis. The latter 
means that exports and imports of, e.g. grain products, balance each other. 
By self-sufficiency, we mean that human consumption should be reasonably 
high and never be below the necessary amount from a nutri tional point of 
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view. !he consumption patterns will vary with the economic situation in 
Es.toma, and the levels of self-su fficiency wi ll therefore vary with scenario. 
Milk, b~ef, pork, ~oultry meat and egg consumption is defined by the 
prod~ctiOn levels m the sce~a rios, whi le human consumption of vegetables 
IS estimated from consumption rates in Estonia in 1988/89 and 1991. 

Sowing area 

NP-runoti 
surface water 

Animal production 

Human consumption 
Production levels 
Nutnber of animals 

Vegetable production 

Human consumption 
Animal consumption 
Production levels 
Amount of grain, grass etc. 

·&wtngarea 

Alncunt of grain, grass etc. 
Production levels 
Needed area 

Figure 6. Description of the NP-flow model. 
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Ammonia emlseiontl 

ManuN type & amount 
Ventilation losses 
~!anure storing technique 
Manure spreading technique 
Ammonia emissions 

N&P-runoff 

Crop type 
SoU type 
Erosion sensibility 
Water discharge 
Fertilization type & levels 
~[anure spreading technique 
:ltanure storing technique 
Manure deposites 
~&P·runoff 

Ammonia
emissioc3 
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Figure 7. Model to demonstrate the nitrogen flows in agriculture. Similar models can 
bee made for P and K. 

NP-flow model - farm level 

For agricultural production and its impact o n environment it is necessary to 
know the flows and a mounts of nutrients provided by fertilizers, purchases 
of feed and livestock, seed, biological fixation of legumes and atmospheric 
deposition. It is essential to know the mechanisms regulating these flows. 

In order to compare suggested nutrient utilization efficiency the farmer 
must have good knowledge of the nu trient flows on each field . It is more 
convenient, however, to calculate thi s on the whole farm. The principal 
nutrient flows of N in agricultural productio n systems on a farm are 
demonstrated in Figure 8. These flows are either entering, leaving or 
circulating within the system. Losses of nitrogen, generally a negative 
impact on the environment, mostly as ammonia and nitrate to waters, are 
assessed as to handling systems and distribution in the year of animal 
manure fe rtilizers. 
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Figure 8. Nitrogen flows on farm level. Similar flows can be estimated for p and K. 

Technical economic model 

The farmer can substantially influence the environmental impacts from 
m~~~re an? ~ineral fertilizers by choosing a good handling technique and 
utlhzmg this m the most favou rable way. The fewer the losses the better 
t~e utilization of nutrients will be, which will create possibilities for higher 
yiel~s. The result _of the modelling work shows the relative competitiveness 
of di.fferent handling systems for manure in economic terms, which makes it 
possible to suggest and choose the most favourable handling system for 
each specific farm. 

Results 

As the ~tudy is not completed, I have chosen just to present the total run
off of mtrogep. and. phosphorus according to scenarios during the period 
1988/89 to 2001, Figure 9. The result shows that it is probable that target 
for redu_cing hitrogen run-off by 50 %, declared by the HELCQM
c.qnventiOn, could almost be qchieved. 
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Figure 9. 9a Total nitrogen runoff. 9b Total phosphorus runoff. Runoff according to the 
scenarios in 1000 tons. The 100 % corresponds to the entire run-off in 1988/ 89, and the 
50 % to half the total in the same year. 

Summary 

"Know-how" about nutrient flows on farm and field level is of utmost im
portance in improving the farmers' environmental awareness and opti
mization of the use of production means. To decrease impact from agricul
tural activities on rivers, lakes and the Baltic Sea, and groundwater bodies 
as well as ammonia emissions to the atmosphere, improvements must 
therefore be undertaken in many fie lds. Development in agricul ture will 
also strongly influence the cultural landscape and thereby the biological 
diversity. 

Finally, I will emphasize some problems which have to be solved to obtain 
a sound sustainable agricultural production. Some of these are involved in 
our study, but not all of them. These can be presented on two levels. 
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On farm level: 

Financing system 
Farmers' income 
Legislative framework 
Education - Extension service 
Buildi.ngs, including manure storage facilities 
Machm~ry for handling and application of: 
• mmera I fertilizers 

manure 
pesticides 

Production means 
mineral fertilizers 
pesticides 
crop breeding 
al)imal .breeding 

On governmental level: 

Financing system 
Legislative framework 
Tari.ff~ and trade on agricultural products 
StatiStics 
Education - Extension service 
Research 
Foreign aid, agricultural products 
Large farms 
Rural development 

~estruction of old, dangerous, unused, pesticides which are now kept 
In storage. 
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Introduction 

Study objectives 
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High Level Conference on Resource 

Mobilization 

Gdansk, 24-25 March 1993. 

Joint Denmark-Lithuania Agricultuxal 

Management Study 

Presentation by Dr. Mogens Fosgerau, COWiconsult 

I am going to present the study 'Environmental 

Evaluation of Agrochemical Use in Lithuania', 

which is currently being undertaken in 

collaboration between COWiconsult, the Lithuanian 

Environmental Protection Department and the 

Lithuanian Ministry of Agriculture. The :.1roject is 

assisted by various Lithuanian research 

institutions and is funded by the Danish 

Environmental Protection Agency . The ter~ 

•agrochemicals' is here understood in a broad 

sense to mean pesticides as well as natural and 

mineral fertilizers. 

As part of the study, a case study of the Minija 

river basin is being conducted in cooperation 

between the Danish Water Quality Institut(! .md t.he 

University of Klaipeda. The case study will res : l t 

in proposals for an environmental monitoring 

system as well as development and implem0ntation 

of a model enabling more accurate pollution load 

estimates for Lithuania. The case study ls still 

in the data collection phase. 

The main study, which will finish this summer, 

aims at three things. 

• To assess the impacts of agrochemical use on 

the environment . The assessment is based on a 

review of existing information. 

• Secondly, to transfer relevant knowledge of 

Danish and other Western European experience 

with controlling the environmental impacts of 

agriculture and to provide guidelines for 

e nvironme ntally sound use of agroch e micals. 

And, finally, 
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Preliminary conclusions 

• To elaborate a catalogue of policy measures for 

controlling the environmental impact of 
agrochemical use. 

Today, I shall give some of the preliminary 

result s of the main study with relevance to this 

conference. At this stage, we are assessing the 

information gathered in the first part of the 

project. This information is concerned with the 

magnitude of the environmental problems ns well as 

with the economic and institutional framework in 

which the problems can be dealt with. I s hall 
state the main conclusions so far. 

• 

• 

In the short term, there are possibilities for 

increasing farm productivity while at the same 

time r educing the environmental impact of 

agriculture. This can be achieved by investing 

in agricultural equipment and by supporting the 

extension service. In this way, it is avoided 

to inhibit the ongoing restructuring P.rocess. 

In the longer term, there are possibi ', ities for 

influencing the dynamic development of the 

sector towards an environmentally and 

economically sustainable s ituation. A variety 

of specific on-farm invest ments can b e made to 
reduce the pollution load. 

I shall outline the main arguments. 

The restructuring process Lithuanian agriculture is undergoing a large scale 

restructuring and privatisation process in these 

years. Previously , the structure was dominated by 

large state and collective farms. They have now 

been split up and reorganised in the fonn of 

agricultural partnerships. Their mean acreage i s 

at the moment less than 500 hectares and will 

decrease . Land has been restored to former owners, 

and there are now 70,000 small individual hold ings 
of land. Still , there is half a million 

C:\MOF\22203B\P3\MOF00024.NOT 
12 432490T 

applications for restoration of land ownership , 
which have not yet been dealt with. 

The p~st d evelopment in structure is shown in lh< 
following table. 

169 



Present and future 

production and pollution 

levels 
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Table 1 - Farm structure 

199 199 1992 SUllller January 

0 1992 1993 
·-

Large Nunber 119 121 1219 3000 + 40uo 

farms 6 2 

(former Mean 200 approx approx 

state and acreage 0 700 450 

collectiv 
e farms) 

Individua Number 120 289 5904 42,000 70,000 

0 2 

holdings 
Mean 16 9 9 

acreage 
(ha) 

At the moment, roughly half the state owned land 

has been given to individual ownership. 

What t he emerging farm structure wi l l be is 

impossible to say at this moment . There \fi l l be a 

concentration of ownership of the indiviaual 

holdings and there will probably be some secession 

from the agricultural partnerships. The most 
likely outcome of this process is a farm structure 

composed of a group of large scale agricultural 

partnerships , a group of large private fa~ms and a 

group of peasant smallholders. 

After the distribution of land has been completed, 

a process of concentration of ownership can be 

anticipated. Investments that fail to take into 

accou nt that the farm structure will change may 

turn out to be wasted. Investments in machinery 

and extension are not tied to specific farms and 

will not be wasted as result of a change i n 

structure. 

Before 1991 , the level of nitrogen appl ication was 

roughly 110-120 kilograms per hectare or around 85 

percent of the Danish level. Since then, the use 

of natural and mineral fertilizers has diminished 

by half and there has been a drop in production 

levels. 

This is i llustrated by the graph be l ow overhead 

which shows the total meat production from 1970 

till now. 
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Technology 

Problem areas 
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Maintaining present application levels wil l 

eventually lead to a reduction in run-off and 

leaching of about 50%. 

Previously, Lithuania had a large export to the 

former soviet Union . The present production levels 

roughly correspond to domestic demand. Tbus, if 

exports do not i ncrease significantly from the 

current level, then Lithuania will probably 

achieve a 50% reduction of overall agricultural 

pollution load. 

As the productivity is quite low by Western 

European standards, it will be possible to 

increase the production significantly without 

increasing the use of inputs and hence WLthout 

increasing the pollution load. 

The change in farm structure implies a need for 

investment in agricultural machinery. There is not 

enough machinery in existence in Lithuania today 

for the many new farms and the existing machinery 

does not allow efficient use of fertilizers. This 

implies, among other things, higher diffuse loads . 

I sha+l outline the main environmental problem 

areas . 

Around 70% of the total Lithuanian nutrient l o cl 

of the Baltic Sea is transported to the Curoni Ul 
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Preliminary conclusion 
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lagoon which is severely affected. It was 

estimated in 1991 that more than 75% of the 

nitrogen load origins from agricultural sources. 

There are big local problems of microbial drinking 

water contamination. Many of these probl1:ms have 

to do with the sit i ng of wells and dung-yards. 

Generally, there are high nitrogen levels in the 

secondary ground water reservoirs. 

Presently , the main source of pollution is the 

inadequate handling of animal manure and slurry . 

There are some special problems in connection with 

the animal production complexes; however, it may 

be premature to act on these problems before the 

prospects for the future viability of th~ 

complexes can be assessed. 

Some old pesticides with problematic properties 

are still in use (persistent, mobile or toxic). 

Legislation and a registration system is underway, 

supported by the project. 

On this background , the study has reached a number 

of preliminary conclusions. The ongoing change i n 

structure will in i tself demand massive 

investments. Here I shall concentrate on the 

specific environmental aspects. 

Given the scale of the restructuring process, the 

present production levels and the presently 

available technology, a conclusion of the study is 

that, for the short term, support for extension 

and equipment for manure handling is the least 

costly way of achieving a reduction in the 

environmental i mpact of Lithuanian agriculture. In 

addition to reducing the environmental impact, 

this kind of support would have the effect of 

increasing farm productivity without inhibiting 

the restructuring process. Machine pools are now 

emerging and a new extension service is being set 

up. This could provide focus points for ~upport. 

There are a number of very practical mea~ures that 

can be taken which at very little cost can improve 

the handling of manure and slurry on the farms. 

The extension service could g i ve advice concerning 

these measures. 
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In the longer term, when the change in farm 

structure slows down, a second phase of 

investments could begin which could be tied to 

specific farms. A variety of investments could 

made, ie. in storage facilities for manure a nd 

slurry and improvements of automatic manure 
handling systems. 

the 

be 

Generally, the support could take advant ,1ge of the 

fact that Lithuanian agriculture is at a low point 

and will undergo large changes. It could be 

possible to utilise the situation to influence the 
development of the sector, in land use, farm 

structure and production patterns, towards an 

environmentally sustainable situation. 
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Management of Coastal Lagoons and Wetlands 

statement by Bertil Hagerhall, WWF International 
Baltic Programme Co-ordinator 

Mr. Chairman, 

Contrary to often held opinions, wetlands are not 
wastelands. Swamps, marshes, bogs, fens, coastal lagoons, 
estuaries and tidal flats are among the most fecund and 
productive ecosystems on Earth. They provide critical 
habitats for thousands of species of plants and animlas, 
yield food, fiber and building materials, play important 
roles in regulating water cycles, filter pollution and guard 
shorelines from the depradations ot the sea. 

Wetlands of these various types cover somewhere between 6-10 
per cent of the Earth's surface and are found in nearly 
every country and climate from tundra to tropics. 

Scientists studying wetlands have been amazed at their 
biological productivity. A sub-tropical salt-marsh can be 
twice as productive as a tropical rainforest. A reed marsh 
may produce four to five times as much plant matter, per 
area, as the most fertile grasslands. Some wetlands are 
capable of producing up to eight times as much as an average 

wheat field. 

Coastal wetlands - lagoons, estuaries, marshes and tidal 
flats - are vital spawning and nursery areas for fish and 
shellfish. Two thirds of the fish caught world wide are 
hatched in these areas. In t he mid-1970s the yield of f ish 
and shellfish dependant on wetlands was valued at several 
billion dollars. 

Despite these obvious and important functions there has been 
and still i s in many quaters a great lack of understanding 
about the importance of of wetlands including coastal 
lagoons, as ecosystems and their value to human society. 
Wetlands are in retreat nearly everywhere they are found. 
Between a quarter and a half of the world's wetlands have 
already disappeared. In the coastal regions including some 
parts of the Baltic the percentage is much higher , in some 
areas as much as 90 per cent, which makes wetlands among the 
most threatened biotopes in the Baltic region. 

It was with this picture in mind that WWF conducted a study 
called Wetlands - Vital Ecosystems fo r Nature and Societies 
in the Baltic Sea Region as a contribution to the work of 
the HELCOM ad hoc High Level Task Force. The report 
contained a number of r e commendations aimed at conserving 
the remaining wetlands in the Baltic drainage area and t heir 
ecological functions as important biotopes for a rich 
diversity of flora and fauna as well as filters for 
nutrients and other substances that otherwise would reach 
the Baltic and cause further problems. 
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We were of course very happy and encouraged when the Task 
Force decid7d to include quite a few of the conclusions and 
rec~mmendat1ons fro~ our report in the Join t Comprehensive 
Act~on Progra~m7 wh1ch as we know was approved by the 
Env1ronment M1~1ster~ a year ago. To our knowledge this was 
~ctually.the f1rs~ t1me that a major regional and 
1nternat1onal act1on programme included this kind of an 
ecological approach in order to use one of nature's own 
sys~ens to tackle some of the urgent environ- mental problems 
fac1ng the region as a whole. 

A~ most of ¥o~ are also aware we have worked very actively 
~1nce the M~n1sterial Conference in April 1992 to start the 
1mpl7ment~t1on of the component of the Action Programme 
deal1ng w1th the development of comprehensive management 
plans for some of the major coastal lagoons and wet lands i n 
the southern and south- eastern parts of t he Baltic . 

We have proposed that the development of these plans should 
be done thr_ough. a series of integrated coastal zone plannin g 
and management projects . 

Integrated Coastal Zone Planning and Management is one 
concept.that to an i ncreasing extent is applied to provide 
~or an.1ntegra~ed policy and decision-making process, 
1nclud1ng all 1nvolved sectors, to promote compatibility and 
a balance of uses. 

Thus, t he expression " Integrated Coastal zone Planning and 
Man~gement ",is being used more and more nationally as well 
as 1nternat~onally by governments and organizations 
concerned w1th coastal and marine issues. Today, legislation 
~or Coastal Zone Planning and Management has been 
1ntroduced, or is being considered by many maritime nations. 

~nterest .in the subject has also been growing 
1nter~at1onally during recent years . Integrated Coastal zone 
~lann1ng.and Management has been discussed in a number of 
1nternat1onal documents and included in the action plans 
adopted at a number of major global conferences. 

At the Global l evel : 

• T~e revised and updated World Conservat i on Strategy -
Car1ng for the Earth, a Strategy for Sustainability launched 
by WWF, IUCN and UNEP in 1991 emphasizes that action is 
needed to apply an integrated approach to coastal and ocean 
management. 

• The IV World Congress on National Parks and Protected 
Areas, (19~ 2~ .notyd th~t " the achievements of ecological 
susta1nab1l~ty and ma1ntenance of biodiversity in the 
coastal e·nvironment wil l depend on integrated planning and 
management regimes ." · 
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• In "Agenda 21" the action programme adopted by the United 
Nations Conference on Environment and Development, Coastal 
States commit themselves to integrated management and 
sustainable development of coastal areas and the marine 
environment under their jurisdiction. An international 
conference on coastal zone management is to be organized as 
part of the Agenda 21 programme. 

At the European level: 

• A resolution by the Council of the European Communities 
(1992) calls for a Community Strategy for integrated coastal 

zone management: 

• The European Community 5th Environment Programme (1~92) 
called "Towards Sustainability" includes the preparat1on of 
a community strategy on this issue in the work programme of 

the Commission. 

The driving force for Coastal Zone Management in many 
countries has been the prospect of climate change and 
associated sea-level rise. Coastal nations are aware of the 
potential problems and many consider that the strategi~ and 
wide-ranging scope of Coastal zone Management can prov1de 
the framework in which to plan ahead. 

In some countries and regions, the Baltic being one example, 
the incentive to establish Integrated Coastal Zone 
Management Programmes is , however , t~ed to m~re immedi~te 
problems like environmental degradat1on or s1mply runn1ng 
out of space to accomodate coastal activities without 
significant knock-on effects on other users. 

What is Integrated Coastal Zone Management (ICZM)? 

The ideas behind Integrated Coastal Zone Management have 
been described extensively in the litterature. The basic 
principles are to promote enviro~-mentally soundoand 
sensitive use of the coastal env1ronment and to 1ntro-duce 
an element of strategic planning for coasts. Integrated 
policies and plans for coastal land and the ~dj~cent sea 
area are also an important part of ICZM, as 1t 1s a conce~t 
which seeks to link the planning and management of the maJor 
uses affecting the coastal zone. The basis for any such plan 

S
hould however be the conservation of the ecological , , 1 ° 1 

values and functions (biodiversity, habitats, and eco og1ca 
processes) of the marine as well as the terrestrial parts of 

the coastal zone. 

The administrative arrangements which are needed to put ICZM 
into practice have also been exte~siv7ly discussed . 0 0 

Literature is available on recurr1ng 1ssues such as def1n1ng 
the coastal zone, coordination between different government 
departments and between local, regional and central 
authorities, and topics that should be covered by ICZM 

plans. 
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The implementation of ICZM programmes will require action at 
a number of levels. Local plans to describe the detailed 
actions needed, regional strategies to reflect the different 
priorities for different areas, Government to set the 
objectives of the programme and guide the process at the 
national level, and international agreements to help to 
achieve the objectives. 

These general principl es are of course also relevant to the 
areas identified in the Baltic Action Programme. Some 
additional and in some cases complicated issues that will 
have to be dealt with are also listed in the Background 
document for this Conference. These include the need for 
extensive local consultation, resource use and ownership 
and possible land use control. ' 

A pa~ticul~r f7ature for the plans to be developed in the 
Balt1c reg1on 1s that they in four of the five areas 
identified in the Programme will cover areas that are shared 
between two pountries. This requires co-operative action and 
programmes to a degree hitherto unknown in the Baltic. 

HELCOM-PITF and ICZM 

In order to structure the work on management plans within 
~he PITF work programme and in order to get the 
1mplementation of this, in our view very urgent component 
of the Joint Action Programme underway WWF has ~uggested 
that PITF should set up a special working group to oversee 
and co-ordinate this work. This was endorsed by HELCOM 14 in 
early February. 

WE also welcome the opportunity to act as co-ordinating 
organization for this work. 

As a further preparatory step to get the work underway WWF 
the day before yesterday, organized a small seminar here i~ 
Gdansk on the theme Integrated Coastal zone Planning and 
Ma~ag7ment. Abo~t 25 experts from all the areas listed as 
p~10r1ty area~ 1~ the Action Programme participated together 
w1th experts 1n ~nter alia eco-engineering . 

The presentations made and the ensuing lively and 
construct~ve discussion clearly demonstrated that there is a 
profound 1nterest from all areas to participate in a joint 
e~fort to de~elop concrete plans, which when imple-mented 
w1ll result 1n an ecologically sustainable future for some 
of the ~ost valuable areas in the Baltic region. The 
conclus1ons and recommendations for joint future work and 
co-operation adopted by the participants is a further 
illustration _of ttlis wish.There seems to be a genuine wish 
to pool resources, exchange information and experiences in 
o~~~~ to develop truly i~tegrated management plans which 
w1ll protect or restore the ecological functions and values 
of the coastal areas concerned, and, at the same time, 
7nsure that a~y and all economic activities within an a rea 
1s also susta1nable in the long term. 
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However, as you can see in table 10 in the Background 
document we have also started some field projects in the 
priority areas or in similar areas like the Putsk bay here 
in Poland which we believe could function as pilot projects 
for the development of these kind of plans, should e.g. the 
funding of the major plans prove difficult or even 
impossible at least for the time being. 

Funding 

With regard to the funding of this component of the Action 
Programme we fullt share the view put forward in the 
background document that the development of ICZM plans will, 
to a very large extent, require the use of grants and 
special sources of financing. Most of the benefits from the 
plans are to society as a whole and hence it is difficult to 
envisage the raising of funds on a commercial basis. 
However, resources made available through grants or special 
funds should be matched by local resources. 

This makes the development of the management plans 
particularly suitable for untradition al forms of financing 
e.g. the use of Dept-for-Environment- Swaps. 

In addition, and as you will also see in table 10 , WWF has 
already committed, at least to our standard, substantial 
resources to the implementation these projects. Of course , 
we hope that this will be taken into full account by those 
governments and institutions we have or will approach in the 
near future to discuss possible matching funds. 

The development and implementation of integrated costal zone 
planning and management plans will comprise a large number 
of mostly small scale projects that will protect, restore 
and enhance the environment's own capacity to handle a 
substantial share of the pollution load, particularly of 
nutrients. These projects represent a much needed ecological 
approach to the present problems. We believe the projects to 
be cost-effective in the best sense of the word. They 
combine the benefits of local resource utilization with a 
smaller demand for foreign currency, and they allow for a 
fruitful transfer of knowhow both ways across the Baltic. 
Thus, we believe that they , not least because of their 
function as positive bridge builders across the Baltic, 
should be given a very high priority in the implementation 
of the first phase of the Action Plan. 
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flaCition dean CBaftic 

Public Awareness and Environmental Education 

PA&EE 
Presentation by Coalition Clean Baltic 

Mr. Gunnar Noren 
Gdansk, Poland 24 March, 1993 

On behalf of CCB, a network of 22 environmental NGOs fron~ all of the Baltic 
Countries I would like to .present our views on activities regarding the sixth component of 
the Joint Comprehensive Programme. This was discussed during a Seminar in Gdansk on 

March 2 1, 1993. 

INTRODUCTION 

There is no argument that public awareness and education are vital components to any 
environmental initiatives. It is also undeniable that educational efforts are perhaps the most 
cost-efficient and productive form of environmental protection. In drafting the Joint 
Comprehensive Programme, all signatories agreed that the Public ~wareness ~nd 
Environmental Education component is of equal importance in the successfu1Implementat10n 

of the Programme as each of the other five. 

Education and awareness, however, often do not reap short-term benefits, nor are they 
designed for that purpose. The following recommendations and proposals are desig~ed to 
promote and increase support for long-term environmental initiatives_ in the Baltlc Sea 
Region. Without a guarantee of public support and approval, future proJects _can _have only 
minimum impacts. An increase in public awareness and environmental educat10n IS the on~y 
way to insure the effectiveness and success of future initiatives designed to protect the Baltlc 

Sea Region. 

With that in mind the members of the Coalition Clean Baltic wish to again remind 
the participants of this Re~ource Mobilization Conference of the sixth component of the Baltic 
Sea Joint Comprehensive Environmental Action Programme. 

LEAD RESPONSIBILITY FOR PA&EE 

In the Conference Background Paper, there is a proposal that a HELCOM PITF 
Working Committee, under the leadership of Coalition Clean Baltic, take the leading 
responsibility for establishing and implementing these PA&EE programmes. 

Coalition Clean Baltic is honored to take this leadership role. It must be recognized, 
however , that as a NGO, we can never take responsibility for the actions of governments, nor 

can we guarantee that our suggestions will be accepted. 
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. Coa~ition Clean Baltic already has substantial experience in this a 11 .1 '" 1 11 
mv~lved with many activities at this "grass roots" level. Popular books on 111 11 1 
Reg10n have been translated and published in Estonian , Lithuanian, Latv1.111 . 11 11 1 
languages. CCB_ sponsors courses on the Baltic Sea Region environment and I' 111 11 , 1, 

as the Study-Circle Leaders in Poland, seminars in Green Consumerism 111 , 1 1 
European countries in. this difficult economic transition period, and cour ~~ 1111 1 
government representatives and NGOs on alternative waste-water treatments. 

. . However , Coalition Clean Baltic is now prepared to take a n officia llencl••• h t• 11 

m this respect und~r the HELCOM Programme Implementation Task Fore:~· "" I' 1111 
Awareness and Environmental Education if: 

1) There ':il_l_be allocated financial resources, from governments or other ill \111111 Ill! 
to start these acti vities. Also, for the continuation of the Programme, budget Hlh11 ,, II 
should b~ made on mor~ than a one-year basis. A five-year basis , similar to the fl r'll ph 1 

of the Jo111t Compre~ensive. Programme, would be ideal. For initial implementation, ''" •r 
· and over~~-d must tie provided to employ at least two full-time employees, one in ti H \\ 
and one 111 the Eastern portion of the Baltic Sea Region . 

2) Initial financing is required for the first projects in the Eastern portion of the tl.lllh 
Sea Region. 

3) For_ the succes.s of our initiatives we must have commitments for support fr 01u 1111 
governments 111 the Baltic Sea Region to work with PA&EE activities and provide supp1111 
through finances and other resources. 

If these conditions are met, we are prepared to take responsibility. Our firs! .\fl'/' 
woul~ be to prepare a work-plan for PA&EE under HELCOM-PITF and present it to ' '" 
workmg group for consideration and approval. 

PRIORITY TASKS FOR PA&EE 

During the CCB ~e~inar, a prel_iminary list of 18 priority tasks designed primarily 
for_ governmental orgamzataons to consider and implement was made. Coalition Clean Baltic 
believes that _NGOs serve a vital role in encouraging and supporting these initiatives at the 
local and reg10nal level , but also recognizes governmental influence and responsiblity. 

1. Inf~rmation. should be pr~pared and published for communities and local administrations 
regard_111g the Imple~entation of the Joint Comprehensive Program and the goal of a 50 % 
reductiOn b~ 1995:of nutrients and toxic substances that enter the Baltic Sea. This information 
~ust be-avallable m local languages and address local concerns. It should be sensitive to local 
tmpacts, effects, and solutions. 
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2. Educational authorities from all Baltic Sea Region Countries must be encouraged to 
produce, in cooperation with NGOs, an effective environmental education program or 
curriculum. Among other things, this interdisciplinary program should include material 
regarding the ecology and nature management of the Baltic Sea Region, as well as local and 
international impacts, threats, and solutions. Programs should be designed for all age groups, 
from kindergarden school to the university level. 

3. Education and information must be prepared and presented to the public, government 
officials, and the business community regarding an increase and enforcement of "User Fees" 
and similar environmental taxing programs. 

4. Education and training courses must also be developed for individuals working within 
government institutions in East European countries. Special attention must be made to the sale 
and disposal of factories, industries, land and forests. Liability and responsibility of past, 
present, and future environmental degradation and remediation must be addressed. 

5. Through education, publicity, and good practice, it must be stressed and shown that 
environmental initiatives need not conflict with economic development. In fact, it is expected 
that they will compliment sustainable economic development as industry moves away from 
environmentally harmful practices and toward more environmentally friendly activities. 

6. A popular version of the Joint Comprehensive Program (the background document to JCP 
from April 1992), roughly 25-30 pages should be prepared and published by HELCOM to 
inform interested individuals on HELCOM activities. 

7. A list of all HELCOM TC recommendations for different sectors should be compiled and 
made available for distribution by HELCOM. At present access to these materials is difficult 
for East European countries, especially. Electronic Mailing systems is an effective tool for 
faci litating this process. 

8. Public participation in the process of preparing management plans in coastal areas is 
necessary. These plans must be produced separate! y for each Baltic Sea Region Country and 
must stress the need for an immediate Plan of Action for coastal communities. These plans 
and their development must be made available to the public and open to discussion. 

9. Environmental education initiatives must also be stressed for the agricultural community. 
Practical and feasible education must be provided to farmers. These efforts must accompany 
viable alternatives and economic incentives. Since there are already groups involved in these 
activities, cooperation, support and assistance of current efforts must be encouraged. 

10. Educational initiatives for local authorities should be undertaken to support and encourage 
ecological engineering, alternative agriculture and the use of renewable energy sources. 
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11. Information should be prepared and published regarding "best available technology" 
(BA !), and "best en~ironmental practice" (BEP). This information must be provided to the 
public, and the busrness community by the governments that pledged to support and 
encourage such ~easures . This concept must be stressed not as a theory of good intention, 
rath~r an unavoidable responsibility of everyone living or working within the Baltic Sea 
Region. 

12. Sem~nars, projects, and campaigns must be brought to the attention of the mass media. 
~nf~r~at10n regard ing Baltic Sea Region ecology, pollution and polluters, solutions and 
Individuals and c~mmunities involved in protecting the Region must be available to the public 
on a regular and mcreased ·basis. 

13. People working ~n the. mass media must be trained to be effective messengers of all 
HELCOM processes rncludmg committees and task forces. 

14. Inter-d isci~linary training courses at the university level must be increased, improved and 
develop~ to atd "community ecologists" to become employed in community administration 
and .environmental protection organizations, thus using their education as effectively as 
posstble. 

15. Local preparation and. publication of local "green consumer guides" and related programs 
should be encourag~ to mcrease awareness and education, as well as to provide household 
and day-_to-day. solutions. The seemingly minor activities, when enacted over the entire Baltic 
Sea Region , w1ll have extraordinary impacts, physically and psychologically. 

16. Direct and effective access to all information on environmentally related issues should be 
ens.ured through the establishment of "Eco - Counseling" and related national and local public 
ass1stance programs. 

17. _Environm~nt friendly tourism must be developed and encouraged as an activity in the 
~alttc Sea Region, as well as a valuable educational tool. Proper use of eco-tourism can result 
1n reduced human i~pact on ~aluable areas for nature conservation, increased public 
awareness and education for tounsts and locals, and increased revenue from tourism. 

18. Attempts to prepare (or translate) and publish popular environmental materials should be 
encouraged. Children's environmental picture books, introductory ecological books, reviews 
of current state of the Baltic environment, magazines, newsletters, and scientific reports 
should be supported. 
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CONCLUSION 

d·a parks and the community 
Government organizations, NGOs, schools, mass me 1 

• . • . 

must coo erate to implement the above recommendati~n s_. ~or envlronmen.tal educatiOn and 
public a:areness to be truly effective, it must be interdiSCiplinary' cooperative, and mutually 

benefitting to all involved. 

However not only is cooperation necessary, coordination between orga~izations is 

likewise necessa;y. The proposals above and the recognition ~y HELCOM of. the tmpo~nce 
of NGOs in the PA&EE components of the Joint Comprehensive Programm~ ~s ~start. e~e 
coordinated efforts can indeed result in more successful environmental tmattves , but t e 

importance of that process can not be stressed enough. 

Coalition Clean Baltic has an effective and productiv~ relationsh~p with WWF in 

coordinating and cooperating on PA&EE activities in the Baltic ~ea t~egi~~O~urb:e:~~: 
organizations look forward to expanding those effo.rts .to not on Y 0 er ' 
importantly' to governments and international orgamzattons such as HELCOM. 

The Baltic Sea Region is as diverse and complicated as the environmental thr;a~ to 
the area seem to indicate. We must begin to educate ourselves and become aware o ~ ~~e 
problems and differences so that we may effectively and confidently propose and create via e 

alternatives and solutions. 

Thank ou for your attention. Please don' t forget that more than 70 milli~n people 
around the Bal~ic are waiting for your positive reaction to these proposals and practical steps 

to meet their expectations. 
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Summary of Session Two: Financing the Action Programme 

Dr. Tomasz Zylicz, Moderator 

There was a consensus that a major part of the programme has to be financed from resources 

mobilized domestically. However, international financing may be initially of importance in 

some countries. There are several ways for countries to enhance the availability of money to 

implement the Programme. 

- First and foremost, water supply and sewage treatment systems should aim at operating on 

a self-financed basis with user fees increased to adequate levels. 

- Not only .. will this provide funds to recover operation and maintenance costs, but it will also 

determine the positive cash flow of the entire abatement projects (including their construction 

phase). 

- This, in turn , will make such projects more attractive for private investors thus triggering 

an important source of project financing. 

Nevertheless, it has been recognized that user fees alone cannot solve the problem, becmrw 

as a rule they will be available only after the completion of a project. Hence the necessity tu 

identify other, immediate sources of money. 

-The money does and will continue to come in the form of equity provided by investOfS, h111h 

domestic and foreign, and both private and municipal. 

-Also, the money does and will come in the form of a bank credit. 

-However, for various reasons, some projects - especially those to be undertakl'll 11 111 

economically depressed municipalities - cannot be expected to attract the sufficient t'q ll I \' tin I 

credit financing; in such cases, their investment cost could be subsidized 1 •I 

environmental funds (typically originating from pollution fees and fines) which Hil t .tal 

in some countries and can be replicated elsewhere. 

-Finally, to be carrieC1 out, some projects may require an international transfl' t "' '' 

In addition, credit financing of imported inputs to abatement projects was di SI tt 
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guarantees were identified as a useful instrument. It was suggested that this could be matched 

by a system of mutual insurance to be instituted by groups of importers to share the risk and 

consequently lower the price of the credit. Striking the balance between imported high 

technologies and less expensive (but presumably less effective too) domestic ones is another 

issue critical for improving economic efficiency of the Baltic Sea abatement projects (far from 

satisfactory now). 

Three concrete proposals regarding the region-wide resource mobilization were made by the 

Coalition Clean Baltic (a network of 22 environmental NGOs working in the Baltic Sea 

Region): 

1) The use of debt-for-environment swaps for financing projects of international importance; 

2) Reducing military budgets by 2% and transferring the money thus saved to a Baltic-wide 

environmental fund; 

3) Committing 1% of the Baltic countries' GNPs to the implementation of the Programme. 

It was noted that Poland already operates a carefully designed debt-for-environment swap 

facility (EcoFund) which, in 1992, channelled 25% of its resources to the Baltic Sea 

protection projects. This share could increase if creditors from the Baltic region joined the 

swap mechanism. 

A brief summary of all comments made during the discussion period in Session 2 follows: 

Mr. Gunnar Noren, Chairman, Coalition Clean Baltic, commented on his organization's three 

practical proposals; Debt for Environment swaps, reduced military budgets, fixed percentage 

of GNP, as mentioned above. 

Dr. Bronislaw Kaminski, Proeko Ltd, former Polish Minister of Environment (1989-1990), 

stressed the need for cost-effective measures. He noted that the Programme implementation 

costs are not determined yet and that they will vary greatly depending on how successful the 

preparatory stage is (to avoid unnecessary investments). More specifically he quoted 

occasionally poor expert advice from Western Banks leading to excessive investment costs. 

He proposed the establishment of a Baltic system of credit insurance, involving 
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municipalities, to help bring current costs down. He also raised the issue of what are indeed 

international vs. domestic responsibilities and priorities. 

Mr. Peter Laurson, NEFCO, acknowledged the importance of domestic funding. He raised 

the question to the Banks regarding their experience in "financing packages" that combine 

various sources of money. 

Dr. John Rey, Deputy President of the National Fund, also emphasized the importance of 

domestic funding. He briefed the audience on the structure of the National Fund as a stable 

element of Poland's environmental strategy (the fund circulates a portion, almost 40%, of 

the money collected through pollution charges and non-compliance fees) . 

Mr. Ian Huihe, World Bank, agreed with Laurson that domestic resource mobilization is the 

key to the success of the Programme. 

Dr. Maciej Nowicki , Chairman of EcoFund, commented that the abatement of pollution in 

the Baltic Sea is one of the four primary areas of activity for EcoFund. In fact, towards the 

end of 1992, EcoFund supported the establishment of a waste water treatment plant in Gdansk 

(chemical port) with approximately $ 1.5m USD. This sum made up 25% of all money 

available for 1992. 

Regarding the decision of Baltic countries which are members of Paris Club, to convert 10% 

of Polish debt for environmental protection , EcoFund expressed their willingness to devote 

the majority of this money to Baltic Sea protection measures. 

Dr. Nowicki also briefed the audience on EcoFunds activities, history, and future plans. 

Mr. Gote Svenson added at the end of the session that (i) the international priority is to 

restore the Sea, (ii) the implementation of the Programme will be domestic, (iii) the issue of 

hot-spots needs to be de-emphasized as the eutrophication is caused by a large number of 

factors and sources. 
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Summary of Session Three: Financing Control of Point Source Pollution 

Moderator: Mr Andrzej Czyz 

The following speakers took part at the session: 

Prepared speeches: Mr Klas Ringskog, Nordic Investment Bank; Mr Georges Toregas, 

European Bank for Reconstruction and Development; Mr Werner Passing - KfW, Germany; 

Mr Patrick Walsh, European Investment Bank; Mr Walter Stottman, World Bank; Mr Olli 

Ojala and Mr Timo MakeUi. from Finland. Mr Ojala and Mr Makela had also their own extra 

speeches. Moreover the following persons from the audience spoke up at the session: Mr J. 

Steckiewicz, Environment Protection Bank, Poland and Mr K. Derecki, Regional Board of 

Water Economy, Katowice, Poland. 

Representatives of the main international and domestic financial institutions operating within 

the Baltic Sea region in the field of supporting the environment protection investments, 

succesively spoke up at the 3rd session of Gdansk Conference. As their achievements, they 

have presented their past activities. They also spoke up about their plans concerning the 

investments aimed to limit the pollution discharged into the fresh waters from point sources 

of pollution i.e. cities, settlements and industry centers. For example, on behalf of the 

Regional Water Management Board, a paper was presented regarding the Board's investments 

in the Odra and Wisla River Basins. 

It has been mentioned, that the progress of implementing these investments at the countries 

of south-east Baltic coast could be better, if these countries would be able to compete in a 

more professional way the documentation concerning the financing of such investments. 

Particularly this problem concerns the phase of feasibility studies. It has been stated, that the 

accurate analysis of particular projects concerning the Baltic Sea Environmental Action 

Programme shows that significant progress might be achieved at much lower costs. The 

problems that interfere with supporting environment protection investments in the countries 

leading to the market economy system, including Poland, are the difficulties in obtaining the 

governmental guarantees for these kind of investments. 
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Summary of Session Four: Control of Non-Point Sources 

Piotr Krzyzanowski, Moderator 

This fourth Session began with an overview of several Joint Agricultural Programs involvl
111

, 

Eastern Baltic Countries and Western counterparts. 

Thes~ programs are designed primarily to facilitate the transfer of skills, technology and 

expenences regarding positive agricultural practices. Furthermore, these projects take placl 

at the local level; involving local governments, agricultural colleges, "agricultural extensiorl 

services," and the farmers themselves. 

Policy issues are' also a subsequent goal of these 'grassroots' approaches. By raising public 

awarene~s and education regarding agricultural practices (specifically among the farming 

commumty), these programs hope to increase governmental assistance and intervention in 

Baltic Region agricultural issues. 

This fourth Session also heard from two NGOs. It was underlined that HELCOM is pleased 

to have NGOs, WWF and Coalition Clean Baltic, cooperating with the Task Force. The two 

NGOs are addressing Coastal Lagoons and Wetlands and Public Awareness and Education 
. ' respective! y. 

A comprehensive proposal regarding Integrated Coastal zone Management for Coastal 

Lagoons and Wetlands in the Baltic Sea was presented by WWF WWF ted th · . no e Importance 
of protecting these valuable areas and support indicated by HELCOM PITF and other 

speakers. WWF also indicated that they would accept a leadership role in coordinating a 

task force regarding ICZM. 

Financial concerns were raised by WWF regarding ICZM The ed . propos management piHn 

would contain a great deal qf small scale, locally based projects. These Applied Res 'Md t 

projects would require local and domestic funding, and according to WWF, arc the moM 

effective·way to use scarce resources . ·, 
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Coalition Clean Baltic, a network of 22 environmental NGOs from all of the Baltic Region 

countries, stressed the need for increased activity and financial allocations to Public 

Awareness and Environmental Education (PA&EE). CCB reminded the participants of the 

six components of the Joint Comprehensive Environmental Action Programme, PA&EE 

comprising the sixth. This is significant in determining how important PA&EE is for long

term results in environmental improvements. The Coalition did, however, list three demands 

that must be met before they accept a lead role in a HELCOM Task Force aimed at Public 

Awareness and Education. CCB then provided the Conference with a list of Priority Tasks 

for P A&EE in the Baltic Sea Region. 

The following is a very brief summary of comments that were made during the discussion 

period for Session 4. 

S.K. Wi~ckowski discussed non point pollution from agriculture in the Vistula River Basin. 

He addressed monitoring systems and additional research, model solutions and model 

villages, and ecological education on non point pollution. In addition, he addressed the 

radical transformation of law and administrational structure in the Region. This in the form 

of new and increased laws, like Poland's new water law, will provide a sound foundation 

for future environmental protection in the Baltic Sea Region. 

Jan Halas addressed the Conference with a paper extending support and encouragement on 

behalf on the Solidarnosc organization in Gdansk. 

Prof. Kazimierz Rykowski, Deputy Director of the Forest Research Institute presented The 

Role of Forests in the Protection of Natural Environment of the Baltic Sea Watershed. This 

in regards to the Baltic Forestry Action Plan. 

J0rgen Ringaard provided the Conference with a written statement regarding the Union of 

Baltic Cities' experiences in institutional strengthening and human resource development at 

the city level. This information was based on the Union's Projects throughout the Baltic Sea 

Region. 
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Presentation from Regional Water Management Board 

Kazimierz Derecki M.Sc. 

Mr. President, Ladies and Gentlemen 
' 

On behalf of seven Regional Water Management Boards in Poland, institutions responsible 

for water management, I would like to present the Hot Spots selected by consulting firms and 

prepared by RWMB Gdansk. The realization of the mentioned program enables us to reduce 

pollution of the Baltic Sea, as almost all Hot Spots concern the industrial and municipal 

wastewaters, disch<l!g¢ to the Odra and Vistula. 

There are 38 Hot Spots in Poland, among them 20 are called priority Hot Spots, and 18 other 

Hot Spots. Hot Spots are located in two main basins, Odra Basin and Wisla Basin. 

In the Odra River Basin, We have the folowing investments; 

7 new municipal treatment plants in Katowice West -Panewnicki, Wroclaw, Lodz, Glog6w, 

Lubin, Zielona G6ra and two STP in Szczecin 

1 modern sewage treatment in Szczecin 

1 sewage treatment facility for waste water from ships 

5 fully modernized technologies in factories Chemical Works in Kedzierzyn, Brzeg Dolny 
11 111

1 

Boleslawiec, as well as cockery in Radlin and Copper Mining and Metallurgy Colllpll 
Legnica in Glog6w. 

In the Wisla River Basin we have the following investments; 

3 new municipal treatment plants in Katowice East -Podlesie, Warszawa-Czajka and K, fl l , , 

Nowa Huta, Gdansk East, Bydgoszcz, Swiecie, Malbork 

1 modern sewage treatment plant inKrak6w-Plasz6w. 

Full descriptions of th~ a/m 1Hot Spots can be found elsewhere in this packet ol fll lt11
11

1 
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Statement by Solidarno.Sc 

Jan Halas 

The Regional Board of NSZZ "S" in Gdansk as well as its Environmental Protection Team 

most cordially welcomes the participants of the Conference on Environmental Protection of 

the Baltic Sea and expresses its satisfaction that such an important meeting is held in our town 

_the birth place of "Solidarnosc." Gdansk is substantially interested in the problem of a clean 

and sound Baltic Sea, belonging at the same time to one of the most ecologically threatened 

area of our coast. 

The economic situation of this country, including our region, renders difficult efficient 

activities aimed at reducing the pollution of Gdansk Bay and the Sea caused by industrial and 

municipal wastes produced locally or imported by the Vistula River from all over the country. 

Both Poland and Gdansk need active support on the part of friends and neighbors - interested 

in the problems of the Baltic Sea. 

We expect that the Gdansk Conference, besides its other important achievements, will result 

in efficient and real technology and economic assistance for our region. 
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Non Point Pollution from Agriculture in the Vistula River Basin 

S. K. Wiackoski 

Poland, as a member of the Helsinki Convention, should limit all the possible sources of 

water pollution. Our goal is to reduce up to 50% of nitrogen, phosphorus, and pesticides to 

the Baltic Sea, so a precise activity plan needs to be developed. This leads to tremendous 

investment efforts, especially in the construction of sewage and water treatment facilities. In 

the period between 1983 to 1990, 1600 water waste treatment plants have been built. We 

must still construct 1900 large municipal and industrial and 8000 rural water waste treatment 

plants, as well as about 85,000 sewage ducting systems. The realization of this goal is 

determined by Po\and's.current economical situation. However, we expect to overcome our 

difficulties through the cooperation with developed countries and their financial assistance. 

We can have some positive results in decreasing of phosphorus discharge, by putting pressure 

on the detergent manufacturers and use of substitutes for sodium tripolyphosphates, as, for 

example, zeolit 4 A. 

In this situation limiting the non point pollution is a very essential element in the water 

protection program. 

In the 1992 United Nation Conference on the Global Climate Changes in Rio de Janero, in 

Agenda 21 chapter 17, the non point sources of the sea pollution were estimated at 70%. 

Then the key problem of Baltic degradation is not only point, but non point pollution sources 

as well. This important issue was investigated in Poland since 1972 by the Institute of 

Meteorology and Water Management in Gdansk. 

Since 1992 there is a project concerning the control of non point pollution in the Vistula 

River Basin financed by the National Fund for Environmental Protection and Water 

Management and WHO/UNEP. The project is conducted in the following three parts: 

1) Monitoring system supplemented by the additional research under the direction of 

professor Marek Roman. 
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2) Reduction of non point pollution sources through model solutions in model villages under 

the direction of Waldemar Michna. 

3) Ecological education under the direction of professor Stanislaw Wiackowski. This 

ecological education is directed on the non point pollution and ecological agriculture with 

particip~tion from main institutions and several professors specializing in this field. 

This research, practical and teaching activities, will create a very important support for the 

ecological communities which developed very fast in many parts of Poland. 

Our recent politics in agriculture which is criticized very strongly, creates a unique 

opportunity for long lasting reduction of inputs of non point pollution into the waters of the 

entire country. 

Agrochemical products are important sources of the water pollution. In the last year during 

our painful processes of change, the threat of non-point pollution is much decreased. 

Fertilizer consumption in Poland is relatively low and decreasing. A consumption of 164 kg 

of nitrogens, phosphorus and potasium per hectar in 1990 dropped down to 70 kg per hectar 

in 1991. 

Poland actually is not overusing the pesticides in plant protection programs. According to 

the data studies (GUS) we use currently 0,30 kg/ha of active substances. For many European 

countries the average usage is 5-6 kg/ha, but some countries are exceeding it, for example 

Japan is up to 14kg/ha or Holland to 10-20 kg/ha which is 30 or 60 times more than in 

Poland. 

We understand that we should increase the amount of active substances in pest control but 

no more than up to 2 kg/ha. If we would apply the integrated control, we should be able to 

do a clever limitation of chemical compounds wherever possible and at the same time use 

them more effectively. The fertilizers could be applied straight to the leaf system which will 

effect the better plant nutrition but without the water eutrophication. 
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The number of animals deceased and at the same time the amount of animal manure creates 

less impact on the environment. The problems exist only in the huge livestock production 

farms with thousnads of animals, where is a lack of arable land needed the animal fertilizers. 

Therefore they must find other ways to utilize it. 

The process of radical transformation of the law and administration strucure is on the way. 

The new water law which is currently being prepared will provide a foundation for further 

developments in the future protection of Poland's waters. 

I hope that we are all aware of the Baltic Sea degradation and of the urgent need for 

. coordinated actions to .stop and reverse this threat. It is in the interest of Poland, all the 

Baltic countries as well as in the interest of the entire Europe. 
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The Environmental Protection Bank S.A. for the Baltic 

Tomasz Zason, Director of the Capital and Loans Bureau 

Supporting activities relating to the maritime economy is the statutory objective of the 

Environmental Protection Bank S.A. In Poland, a country situated within the catchment area 

of two rivers which have their estuaries on the Baltic, almost every environmental investment 

is aimed at protecting the Sea. The establishment of our network of Bank branches is 

evidence which substantiates our devotion to the issue of a clean Baltic. They have been 

allocated in such a way as to include in our operations regions in need of major financial 

investment. The main objective of establishing the branch offices, located along the coast in 

Gdansk, Koszalin, Szczecin, as well as those positioned alongside our rivers: the Vistula -

in Krak6w, Warszawa, Bybgoszcz, Wloclawel, Gdansk and the Odra - in Wroclaw (an 

affiliated office is in Gorz6w Wielkopolski) and Szczecin is to serve the Baltic. 

Bearing in mind that foriegn banks are heavily involved in the process of cleaning the Baltic, 

we also are engaged in discussions concerning cooperation in this area with the ~/orld Bank 

and the European Bank for Reconstruction and Development. However, one has to remember 

that we have been operating for just two years and, despite our efforts, we still have not 

obtained a full currency licence. This fact restricts our abilities. The Environmental 

Protection Bank S.A., represented by its own International and Currency Department is also 

actively present on foreign markets, conducting transactions. 

It is important to us that foreign banks, interested in the issue of environmental protection 

know about the existence of a bank in Poland which is specifically oriented toward the 

environment, and which, I hope, in the near future will be able to participate in the 

international system of funding activities which support the endangered natural environment. 
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Statement Reqardinq Protection of Baltic Reqion 

Branislaw Kaminski 

After the Conference in Ronneby, new opportunities for Baltic Sea protection emerged. These 

opportunities occured due to the engagement and support of the international Banks and the 

openess of the Southern and Eastern Baltic, Post-communistic countries. 

So why are the effects so small? The answer is as follows: There is a need to establish a 

strategy for Baltic Sea protection and built-up efficient intruments for realization of the strategy. 
. . 

The first task' of this strategy should be efficiency connected to the appropriate hierarchy of 

activity. We are talking about optimalization of spending 80 Billion ECU over a period of 

twenty years. 

The hierarchy of activity should be joined with financial sources. Because we did not establish 

the Baltic Fund, we should leave the idea of Hot Spots and start the idea of Hot Areas, the 

areas of the Post-communistic countries. 

At the same time, the strategy of action in Hot Areas should be based upon country purity 

levels according to rules and regulations appropriate for the sources of pollution. There are at 

least two important conditions of efficiency of activity in the Hot Areas. The first one is use 

of the very simple reserves through implementation of market management and financing of 

water sewage treatment facilities at the local level. 

The second one is full the use and development of local potential, intellectual, technical and 

financial strengths. This potential will be of crucial importance to the protection of the Baltic 

Sea and should be better organized and prepared for investment opportunities. 

The basic barrier of investment activity is a lack of financial resources. National comm •rcln l 
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loans are too expensive and the loans from international banks are difficult to access due to the 

demands for guarantees. These banks also are not interested in financing domestic support 

sytems, where resources may be more accessible and locally available. 

To improve the situation I propose the following steps: 

-establishment of Baltic Fund for insuring loans; 

-establishing of regional and local funds for counties or investment groups; 

-different forms of privitization of water sewage systems, especially communal systems. 

Coming back to the need to create a long term strategy for Baltic Sea protection, I would like 

once more to underline the rule of modern instruments for realization of the strategy in the Hot 

Areas of the Southern Baltic. It this aspect, the transfer of the knowledge of market methods 

of marketing and financing should be encouraged over the transfer of international investment 

sources by the Banks. An encouraging example of such knowledg transfer for environmental 

protection is a loan from the World Bank that Poland obtained in 1991. The experience from 

this example should be spread out and developed. 
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The Role of Forests in the Protection of Natural Environment of the Baltic Sea 

Watershed 

Prof. Dr. Ka.zimierz Rykowski, Deputy Director of the Institute 

The Baltic Sea natural environment is one of the most polluted in the European scale. The 

wastes in it are composed of air pollution, industrial sewage in the sea and adjacent rivers of 

the Baltic Basin, as well as pollution originating from m.ismangagement of misuse of 

surrounding watersheds in the Baltic hydrographic region. 

The protection of Baltic waters and normalization of hydrological processes and of biological 

.life needs to be, an· mtegrated process. Appropriate land use structures must be used 
.. -

throughout the region for the protection of the Sea. The forests and forestry are very 

imponant in this respect. 

The forests are a main component of the natural environment in the geo-climatic zone 

of the Baltic Sea Region. They fulfill a vital role in the maintenance of ecological balance 

throughout the Region. Hydrological functions of the forests include water retention, 

regulation of surface and ground watershedding, filtering, and natural recycling of air~ soil, 

and water. The forests provide a barrier to airborne pollution, control erosion, regulate 

topoclim.atic conditions, and continue natural biological processes. 

Forests indee:d play a major role in the protection of the Baltic Sea Region. In order to fully 

examine the Sea and its environment, the surrounding forests must also be addressed. 

The basic aims of this project are to explain ecological processes, search for practical 

solutions to environmental problems, perform experimental economic activities. These will 

assist in enabling us to: 

1) Enlarge and use the theoretical knowledge and practice from the hydrological aspect of 

forests; 

2) Manage the forests, considering tree. groups, and specific regional focuses . . . 

3) Perform effective biological development of the Baltic Coast, increasing environmental 
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purity and stability through the use of the forests. 

4) Shape the field-forest .boundary in ~atersheds. 

5) Strengthen hydrological balance between forests and rest of region. 

6) Construct a biological formation for shore and interface regions. 

This entire document details the Baltic Forestry Action Plan. The document is entitled The 

Role of Forests in the Protection of Natural Environment of the Baltic Sea Watershed. The 

document is available from the Forest Research Institute in Warsaw, Poland (00-973). (tel, 

+48 22 32 01 to 09) The entire document could not be reprinted in this document, and was 

summarized briefly. 
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No. 1 

No.2 

No. 3 

No.4 

No. SA 

No. SB 

No. 6 

BALTIC SEA ENVIRONMENT PROCEEDINGS 

JOINT ACTIVITIES OF THE BALTIC SEA STATES WITHIN THE FRAMEWORK OF THE 
CONVENTION ON THE PROTECTION OF THE MARINE ENVIRONMENT OF THE 
BALTIC SEA AREA 1974-1978 
(1979)* 

REPORT OF THE INTERIM COMMISSION (IC) TO THE BALTIC MARINE 
ENVIRONMENT PROTECTION COMMISSION 
(1981)* 

ACTIVITIES OF THE COMMISSION 1980 
- Report on the activities of the Baltic Marine Environment Protection Commission during 1980 
- HELCOM Recommendations passed during 1980 
(1981)* 

BALTIC MARINE ENVIRONMENT BIBLIOGRAPHY 1970-1979 
(1981)* 

ASSESSMENT OF THE EFFECTS OF POLLUTION ON THE NATURAL RESOURCES OF 
THE BALTIC SEA, 1980 
PART A-1: OVERALL CONCLUSIONS 
(1981)* 

ASSESSMENT OF THE EFFECTS OF POLLUTION ON THE NATURAL RESOURCES OF 
THE BALTIC SEA, 1980 
PART A-1: OVERALL CONCLUSIONS 
PART A-2: SUMMARY OF RESULTS 
PART B: SCIENTIFIC MATERIAL 
(1981) 

WORKSHOP ON THE ANALYSIS OF HYDROCARBONS IN SEAWATER 
Institut fur Meereskunde an der Universitlit Kiel, Department of Marine Chemistry, March 23-
April 3, 1981 
(1982) 

No. 7 ACTIVITIES OF THE COMMISSION 1981 
- Report of the activities of the Baltic Marine Environment Protection Commission during 1981 

including the Third Meeting of the Commission held in Helsinki 16-19 February 1982 
- HELCOM Recommendations passed during 1981 and 1982 
(1982) 

No. 8 ACTIVITIES OF THE COMMISSION 1982 
- Report of the activities of the Baltic Marine Environment Protection Commission during 1982 

including the Fourth Meeting of the Commission held in Helsinki 1-3 February 1983 
- HELCOM Recommendations passed during 1982 and 1983 
(1983) 

No.9 SECOND BIOLOGICAL INTERCALIBRATION WORKSHOP 

* out of print 

Marine Pollution Laboratory and Marine Division of the National Agency of Environmental 
Protection, Denmark1 August 17-20, 1982, R0nne, Denmark 
(1983) 
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No. 10 

No. 11 

No. 12 

No. 13 

No. 14 

No. 15 

No. 16 

No. 17A 

No. 17B 

No. 18 

No. 19 

No. 20 

* out of print 

TEN YEARS AFTER THE SIGNING OF THE HELSINKI CONVENTION 
National Statements by the Contracting Parties on the Achievements in Implementing the Goals 
of the Convention on the Protection of the Marine Environment of the Baltic Sea Area 
(1984) 

STUDIES ON SHIP CASUALTIES IN THE BALTIC SEA 1979-1981 
Helsinki University of Technology, Ship Hydrodynamics Laboratory, Otaniemi, Finland 
P. Tuovinen, V. Kostilainen and A. Hamalainen 
(1984) 

GUIDELINES FOR THE BALTIC MONITORING PROGRAMME FOR THE SECOND 
STAGE 
(1984)* 

ACTIVITIES OF THE COMMISSION 1983 
- Report of the activities of the Baltic Marine Environment Protection Commission during 1983 

including the Fifth Meeting of the Commission held in Helsinki 13-16 March 1984 
- HELCOM Recommendations passed during 1983 and 1984 
(1984) 

SEMINAR ON REVIEW OF PROGRESS MADE IN WATER PROTECTION MEASURES 
17-21 October 1983, Espoo, Finland 
(1985) 

ACTIVITIES OF THE COMMISSION 1984 
- Report of the activities of the Baltic Marine Environment Protection Commission during 1984 

including the Sixth Meeting of the Commission held in Helsinki 12-15 March 1985 
- HELCOM Recommendations passed during 1984 and 1985 
(1985) 

WATER BALANCE OF THE BALTIC SEA 
A Regional Cooperation Project of the Baltic Sea States; 
International Summary Report 
(1986) 

FIRST PERIODIC ASSESSMENT OF THE STATE OF THE MARINE ENVIRONMENT OF 
THE BALTIC SEA AREA, 1980-1985; GENERAL CONCLUSIONS 
(1986) 

FIRST PERIODIC ASSESSMENT OF THE STATE OF THE MARINE ENVIRONMENT OF 
THE BALTIC SEA AREA, 1980-1985; BACKGROUND DOCUMENT 
(1987) 

ACTIVITIES OF THE COMMISSION 1985 
- Report of the activities of the Baltic Marine Environment Protection Commission during 1985 

including the Seventh Meeting of the Commission held in Helsinki 11-14 February 1986 
- HELCOM Recommendations passed during 1986 
(1986)* 

BALTIC SEA MONITORING SYMPOSIUM 
Tallinn, USSR, 10-15 March 1986 
(1986) 

FIRST BALTIC SEA POLLUTION LOAD COMPILATION 
(1987) 
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No. 21 

No. 22 

No. 23 

No. 24 

No. 25 

No. 26 

No. 27A 

No. 27B 

No. 27C 

No. 27D 

No. 28 

No. 29 

* out of print 

SEMINAR ON REGULATIONS CONTAINED IN ANNEX II OF MARPOL 73178 AND 
REGULATION 5 OF ANNEX IV OF THE HELSINKI CONVENTION 
National Swedish Administration of Shipping and Navigation; 
17-18 November 1986, Norrkoping, Sweden 
(1987) 

SEMINAR ON OIL POLLUTION QUESTIONS 
19-20 November 1986, Norrkoping, Sweden 
(1987) 

ACTIVITIES OF THE COMMISSION 1986 
- Report on the activities of the Baltic Marine Environment Protection Commission during 1986 

including the Eighth Meeting of the Commission held in Helsinki 24-27 February 1987 
- HELCOM Recommendations passed during 1987 
(1987)* 

PROGRESS REPORTS ON CADMIUM, MERCURY, COPPER AND ZINC 
(1987) 

SEMINAR ON WASTEWATER TREATMENT IN URBAN AREAS 
1-9 September 1986, Visby, Sweden 
(1987) 

ACTIVITIES OF THE COMMISSION 1987 
- Report on the activities of the Baltic Marine Environment Protection Commission during 1987 

including the Ninth Meeting of the Commission held in Helsinki 15-19 February 1988 
- HELCOM Recommendations passed during 1988 
(1988) 

GUIDELINES FOR THE BALTIC MONITORING PROGRAMME FOR THE THIRD STAGE; 
PART A. INTRODUCTORY CHAPTERS 
(1988) 

GUIDELINES FOR THE BALTIC MONITORING PROGRAMME FOR THE THIRD STAGE; 
PART B. PHYSICAL AND CHEMICAL DETERMINANDS IN SEA WATER 
(1988) 

GUIDELINES FOR THE BALTIC MONITORING PROGRAMME FOR THE THIRD STAGE; 
PART C. HARMFUL SUBSTANCES IN BIOTA AND SEDIMENTS 
(1988) 

GUIDELINES FOR THE BALTIC MONITORING PROGRAMME FOR THE THIRD STAGE; 
PART D. BIOLOGICAL DETERMINANDS 
(1988) 

RECEPTION OF WASTES FROM SHIPS IN THE BALTIC SEA AREA 
- A MARPOL 73178 SPECIAL AREA 
(1989) 

ACTIVITIES OF THE COMMISSION 1988 
- Report on the activities of the Baltic Marine Environment Protection Commission durins 1988 

including the Tenth Meeting of the Commission held in Helsinki 14-17 February 1989 
- HELCOM Recorlunendations passed during 1989 
(1989) 
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No. 30 

No. 31 

No. 32 

No. 33 

No. 34 

No. 35A 

No. 35B 

No. 36 

No. 37 

No. 38 

No. 39 

No. 40 

No. 41 

* out of print 

SECOND SEMINAR ON WASTEWATER TREATMENT IN URBAN AREAS 
6-8 September 1987, Visby, Sweden 
(1989) 

THREE YEARS OBSERVATIONS OF THE LEVELS OF SOME RADIONUCLIDES IN THE 
BALTIC SEA AFTER THE CHERNOBYL ACCIDENT 
Seminar on Radionuclides in the Baltic Sea 
29 May 1989, Rostock-Wamemi.inde, German Democratic Republic 
(1989) 

DEPOSITION OF AIRBORNE POLLUTANTS TO THE BALTIC SEA AREA 1983-1985 AND 
1986 
(1989) 

ACTIVITIES OF THE COMMISSION 1989 
- Report on the activities of the Baltic Marine Environment Protection Commission during 1989 

including the Eleventh Meeting of the Commission held in Helsinki 13-16 February 1990 
- HELCOM Recommendations passed during 1990 
(1990)* 

STUDY OF THE RISK FOR ACCIDENTS AND THE RELATED ENVIRONMENTAL 
HAZARDS FROM THE TRANSPORTATION OF CHEMICALS BY TANKERS IN THE 
BALTIC SEA AREA 
(1990) 

SECOND PERIODIC ASSESSMENT OF THE STATE OF THE MARINE ENVIRONMENT 
OF THE BALTIC SEA, 1984-1988; GENERAL CONCLUSIONS 
(1990) 

SECOND PERIODIC ASSESSMENT OF THE STATE OF THE MARINE ENVIRONMENT 
OF THE BALTIC SEA, 1984-1988; BACKGROUND DOCUMENT 
(1990) 

SEMINAR ON NUTRIENTS REMOVAL FROM MUNICIPAL WASTE WATER 
4-6 September 1989, Tampere, Finland 
(1990) 

ACTIVITIES OF THE COMMISSION 1990 
- Report on the activities of the Baltic Marine Environment Protection Commission during 1990 

including the Twelfth Meeting of the Commission held in Helsinki 19-22 February 1991 
- HELCOM Recommendations passed during 1991 
(1991) 

THIRD BIOLOGICAL INTERCALIBRATION WORKSHOP 
27-31 August 1990, Visby, Sweden 
(1991) 

AIRBORNE POLLUTION LOAD TO THE BALTIC SEA 1986-1990 
(1991) 

INTERIM REPORT ON THE STATE OF THE COASTAL WATERS OF THE BALTIC SEA 
(1991) 

INTERCALIBRATIONS AND INTERCOMPARISONS OF THE COASTAL WATERS OF 
THE BALTIC SEA 
(1992) 
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No. 42 

No. 43 

No. 44 

No. 45 

No. 46 

* out of print 
** in print 

ACTIVITIES OF THE COMMISSION 199 1 
- Report of the activities of the Baltic Marine Environment Protection Commission during 1991 

including the 13th meeting of the Commission held in Helsinki 3-7 February 1992 
- HELCOM Recommendations passed during 1992 
(1992) 

BALTIC MARINE ENVIRONMENT BIBLIOGRAPHY 1986-1990 
(1992) 

NITROGEN AND AGRICULTURE, INTERNATIONAL WORKSHOP 
9-12 April 1991, Schleswig, Germany 
(1993) 

SECOND BALTIC SEA POLLUTION LOAD COMPILATION 
(1993) ** 

SUMMARIES OF THE PRE-FEASIBILITY STUDIES 
Prepared for the Baltic Sea Joint Comprehensive Environmental Action Programme 
(1993) ** 
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