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Background
This report is prepared in the framework of Air Quality Governance project, Component 1 – Common Activities, Task 1.4 Provide tools for policy makers for offering incentives to improve environmental behaviour.
The aim of the report is to provide a set of recommendations for policy makers of appropriate incentive tools for improvement of environmental behaviour of undertakings and individuals, based on the assessment of the current situation in the partner countries, as well as practices used in the selected EU Member States. The countries to whom the recommendations at issue are addressed are Armenia, Azerbaijan, Belarus, Georgia, the Republic of Moldova, the Russian Federation, and Ukraine.
Prior to drafting of recommendations, the relevant European experience was analysed, outlining the tools provided at international, European and Member States’ levels. Following the assessment of experience, the analysis of existing situation in partner countries was carried out, based on the publicly available information and questionnaires filled in by the local experts, who provided insight in the existing incentive mechanisms in the countries, based on the legislation, communication with relevant authorities and general information derived from the publicly accessible local information sources. 
Remaining stages of the project encompassed delineation of relevant tools and instruments that can be applied in the partner countries, and provision of background information on such instruments, including, inter alia, implementation considerations and potential constraints. The recommendations were tailored to two target groups – business and individual -, where the former included incentives of administrative, economic and fiscal, and reputational nature, while latter provided a wide range of possible measures, starting with informational campaigns, and ending with financial support.
These recommendations are drafted to encourage the introduction of wider scope of incentive tools that facilitate behavioural changes towards more sustainable choices, with particular emphasis on tools that are of a value in respect of reduction of emissions of air pollutants.  
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[bookmark: _Toc384307248][bookmark: _Toc387396914] Introduction
State can generally apply two types of measures, when developing tools contributing to the achievement of particular policy objectives – 1) measures requiring compliance and entailing responsibilities and sanctions for non-compliance; and 2) measures of a voluntary nature, where the compliance is based on the target group’s decision to comply with a rule. These two dimensions are also reflected in IMPEL’s “Table of Eleven”[footnoteRef:1], referring to them as “enforcement dimension” and “spontaneous compliance dimension” (which, not to be misled by its title, also foresee certain types of enforcement activities). This work will focus on analysis of the latter type of instruments, mainly, on instruments serving more as incentives, and will provide examples of economic and financial instruments available at the EU level and practices implemented by a selected representative Member States, focusing on the sectors, most relevant to the pollution of the ambient air. [1:  The “Table of Eleven”. A versatile tool. November 2004, available at http://www.sam.gov.lv/images/modules/items/PDF/item_618_NL_The_table_of_Eleven.pdf ] 

The observed practices can be divided in three types – administrative, economic (fiscal), and reputational. In addition to these incentives there are also various individuals-targeting measures, like public awareness campaigns (e.g. Earth Day, Earth Hour etc.), financial support and other tools, to be discussed further in the report. Informational campaigns can also be used in the case of undertakings, educating entrepreneurs about the benefits of being more environment-friendly.
Administrative incentives encourage undertakings to improve their environmental behaviour by providing instruments that give more flexibility or reduce the burden imposed by the respective legislation. This type of incentives is available to undertakings that are subject to the relevant legislation (e.g., legislation on industrial permits), meaning that, for example, the undertakings that introduce less polluting technologies will have less stringent or more flexible regulatory compliance burden.
Economic incentives are introduced either through voluntary or compulsory instruments. They stimulate shift towards more environment-friendly behaviour by providing reduced fiscal rates (taxes) or financial support (as well as reduced costs) for undertakings/individuals as a reward for exceeding minimum mandatory environmental standards.
Reputation incentives motivate undertakings to choose more environment-friendly behaviour in order to create a reputation as an environmentally conscious undertaking, which in turn ensures recognition among the consumers and general public at large. Usually the information on the undertaking’s choice to be more environment-conscious is provided to the general public in an easily accessible manner.

[bookmark: _Toc384307249][bookmark: _Toc387396915]Observation of relevant tools used in Europe
As it was already mentioned, one of the ways, how to facilitate the achievement of environmental targets, either imposed by means of international agreements or being a part of environmental policy, is by using available tools serving “incentive” purpose, such as certain types of funding or support mechanisms. In the context of tools applicable at the EU level, probably the most illustrative examples in this case relate to various funding options and financial instruments as such, that are available either internationally or are developed within the EU for application in EU Member States. Both of these categories will be briefly described in the subsequent chapters.
[bookmark: _Toc384307250][bookmark: _Toc387396916]International tools
Taking into consideration the acknowledged fact that air pollution at national level may significantly influence the air quality outside state’s borders, various international bodies provide various mechanisms for improvement of situation in relation to air quality and tackling climate change. International commitments and a transboundary context of the issue of air pollution stimulated the development of various international funding options that can be applicable in the case of definite regions, for the purposes of particular agreement etc. The most common examples of such tools used by the European countries include mechanisms under Kyoto Protocol, Global Environment Facility and World Bank, which is a funding source for various environment-related activities. 
Flexibility mechanisms under the Kyoto Protocol
Even though the commitments under the Kyoto Protocol, adopted in the framework of the United Nations Framework Convention on Climate Change, are primarily to be achieved by the national measures, it provides a set of additional market-based mechanisms for reaching the greenhouse gas (GHG) emission reduction targets. The mechanisms at issue are - emissions trading, the clean development mechanism, and joint implementation. 
Under the Emission Trading mechanism the GHG emissions are treated as a type of commodities. The emission targets are described as “assigned amounts”, and these allowed emissions are divided into “assigned amount units” (AAUs). Therefore countries that have “spare” amounts of emissions (i.e. not all of the assigned amount units have been used) can sell these capacities to countries that are exceeding their AAUs.
As far as it goes to the European countries, emission trading has been widely used by such states as Latvia and Estonia that have previously been a part of the Soviet Union with especially active industry. Taking into consideration that after the collapse of the Soviet Union a lot of factories were shut down, the resultant emission reductions provided a possibility for trading their spare units. The actual prices of AAU may vary, and due to the bilateral nature of transactions they are not reported on a public exchange, therefore the prices are usually confidential; for example, in the case of Slovakian trade with Interblue the price was set at 5.05 EUR per AAU, but trade between Poland as the seller and Ireland and the World Bank as the buyers occurred at 10 EUR per AAU.[footnoteRef:2] [2:  Aldrich, Lokey Elizabeth and Koerner L. Cassandra. Unveiling Assigned Amount Unit (AAU) Trades: Current
Market Impacts and Prospects for the Future. Atmosphere, 2012, 3, p. 232] 

At the same time Clean Development mechanism (CDM) provides a possibility for a country with binding emission target (Annex B party) to implement emission reduction project in developing countries, in return earning certified emission reduction (CER) credits, each equivalent to one tonne of CO2. These CER credits can be used for attaining emission targets. CDM may be applied in case of various projects, like introduction of energy efficient technologies, solar panels or wind farms etc. Such projects not only contribute to achieving the established targets for Annex B parties, but also stimulate sustainable development in developing countries.
Similar to the CDM, also Joint Implementation (JI) is a project-based mechanism. The difference lies in a fact that JI project is implemented by Annex B party in another Annex B party. By applying JI mechanism, the implementing party earns emission reduction units (ERUs), which can be used for attainment of Kyoto targets. As to the types of activities – JI projects must provide a reduction in emissions by sources, or an enhancement of removals by sinks[footnoteRef:3], in addition to what would otherwise have occurred. [3:  Processes ensuring removal of greenhouse gases from the atmosphere through physical or chemical reactions or changes.] 

World Bank
The World Bank provides low-interest loans, interest-free credits, and grants to developing countries. These support a wide range of investments in such areas as education, health, public administration, infrastructure, financial and private sector development, agriculture, and environmental and natural resource management. Some of the World Bank’s projects are co-financed with governments, other multilateral institutions, commercial banks, export credit agencies, and private sector investors. The Wold Bank also provides or facilitates financing through trust fund partnerships with bilateral and multilateral donors.
The World Bank group consists of five organisations[footnoteRef:4]: [4:  IBRD: Working with countries to achieve development results. World Bank, available at http://siteresources.worldbank.org/EXTABOUTUS/Resources/IBRDResults.pdf] 

The International Bank for Reconstruction and Development (IBRD) lends to governments of middle-income and creditworthy low-income countries at low cost to clients.
The International Development Association (IDA) provides interest-free, long-term loans and grants to governments of the world’s 79 poorest countries, which have little or no capacity to borrow on market terms. IDA’s lending is financed by contributions to IDA from donor countries. Additional funds come from the World Bank Group and from borrowers’ repayments to earlier IDA loans.
The International Finance Corporation (IFC), the private sector “arm” of the World Bank Group, provides long-term loans, equity, structured and securitized products, and advisory and risk mitigation services to private enterprises in developing and transition countries.
The Multilateral Investment Guarantee Agency (MIGA) provides political risk insurance or guarantees to promote foreign direct investment into developing countries.
The International Centre for Settlement of Investment Disputes (ICSID) provides facilities for conciliation and arbitration of international investment disputes between foreign investors and host states. ICSID also researches and publishes on international arbitration and foreign investment law.
(Please see the World Bank’s Country strategies in the Annex 2)
Global Environment Facility 
The GEF unites 182 countries in partnership with international institutions, civil society organizations (CSOs), and the private sector to address global environmental issues while supporting national sustainable development initiatives. The GEF provides grants for projects related to biodiversity, climate change, international waters, land degradation, the ozone layer, and persistent organic pollutants.
As part of the restructuring, the GEF was entrusted to become the financial mechanism for both the UN Convention on Biological Diversity and the UN Framework Convention on Climate Change. In partnership with the Montreal Protocol of the Vienna Convention on Ozone Layer Depleting Substances, the GEF started funding projects that enable the Russian Federation and nations in Eastern Europe and Central Asia to phase out their use of ozone-depleting chemicals.
In order to make the use and supply of energy more environmentally sustainable, affordable and accessible and to promote low emission and climate resilient urban and transport infrastructure, the Energy, Infrastructure, Transport and Technology team (EITT) works with partner countries and UNDP Country Offices to design projects addressing the following three Signature Programmes: SP1 - Clean Energy: promoting access to clean and affordable energy; SP2 - Urban infrastructure: promoting low emission urban and transport infrastructure; SP3 - Access to new finance mechanisms.[footnoteRef:5]  [5:  UNDP-GEF. Climate Change Mitigation. http://web.undp.org/gef/do_cc_mitigation.shtml ] 

Another GEF team, which actions are oriented on climate change adaptation instead of mitigation, that is at the core of the above-mentioned Signature Programmes, supports countries to achieve pro-poor and pro-growth sustainable economic development and livelihoods in the face of climate change. This is done through strengthening adaptive capacity and enabling environments to create robust and responsive state institutions, capable public and private sector management, and skilled human resources to innovate and adapt to changing conditions.[footnoteRef:6] [6:  UNDP-GEF. Climate Change Adaptation. http://web.undp.org/gef/do_cc_adaptation.shtml ] 

Also Chemicals programme provides financial support to implementation of projects that have great weight on the improvement of air quality. Signature programme 2 - SP2 – Ozone – is focused on phasing out ozone depleting substances and maximizing climate benefits of the HCFCs phase-out through the introduction and promotion of best technologies and practices in Europe and “Commonwealth of Independent States” countries.
The abovementioned programmes that are available to Commonwealth of Independent States countries represent a voluntary mechanism for tackling air pollution and climate change problems by gaining financial support from the fund. The projects at issue vary significantly – starting with provision of financing for implementation of energy efficiency of buildings on the relatively small scale, and finishing with projects introducing transformations in the market system in accordance with the goals of the programme. 
(Please see the available GEF financing for the specific countries in the Annex 2)
Special Climate Change Fund
The Special Climate Change Fund (SCCF) was established to support adaptation and technology transfer in all developing country parties to the UNFCCC. The SCCF is intended to catalyse and leverage additional finance from bilateral and multilateral sources, and is administered by the Global Environment Facility. It supports both long-term and short-term adaptation activities in water resources management, land management, agriculture, health, infrastructure development, fragile ecosystems, including mountainous ecosystems, and integrated coastal zone management.
All Non-Annex 1 countries are eligible to apply, although the needs of the most vulnerable countries in Africa, Asia, and the Small Island Developing States (SIDS) are to be prioritised. The project size can be small, medium or large, but must focus on the “additional costs” imposed by climate change on the development baseline. Funding is only provided to address impacts of climate change in addition to basic development needs in vulnerable socio-economic sectors. However, projects do not need to generate global environmental benefits as long as additionally can be demonstrated.[footnoteRef:7] [7:  Special Climate Change Fund. Climate Funds Update. available at http://www.climatefundsupdate.org/listing/special-climate-change-fund ] 

The difference between SCCF and conventional GEF funds is outlined in table 1. 
Table 1. Key distinctions between GEF trust fund and SCCF[footnoteRef:8] [8:  Biagini, Bonizella et al. Assessing Resources under Special Climate Change Fund. Global Environment Facility. 2011, p. 8] 

	
	Conventional GEF trust funds
	SCCF

	Project must generate global benefits
	Yes
	No*

	Project must generate adaptation benefits
	No
	Yes*

	Funding allocated according to Resource Allocation Framework or STAR[footnoteRef:9] [9:  Allocation of resources based on transparent indicators reflecting country performance and country potential to achieve global environmental benefits.] 

	Yes
	No

	Projects financed according to the “incremental cost” principle
	Yes
	No*


*Technology Transfer for Mitigation projects are excepted.
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Without the internationally available tools there is a broad range of instruments developed under the auspices of the EU or being available only to European countries. Such tools may be available in form of EC grants and funding from a number of Directorates General (not only DG Environment provides funding for projects that might have a positive influence on air quality or facilitate reduction of emissions). Further some selected tools available at the EU level will be briefly deliberated on.
EU Emission Trading System
Similar to the above-described Emission Trading mechanism under the Kyoto Protocol, there is an intra-European Emission Trading System (EU ETS). EU ETS is a key tool for cost-effective reduction of industrial[footnoteRef:10] GHG emissions within the EU.  [10:  EU ETS covers more than 11,000 power stations and industrial plants in 31 countries, as well as airlines] 

The system operates on a basis of “cap and trade” principle. Cap represents the overall volume of greenhouse gases that can be emitted by the power plants, factories and other fixed installations covered by the EU Emissions Trading System (there is a separate cap applicable to the aviation sector). In the framework of these caps companies receive or buy emission allowances, which afterwards can be traded, if there is a need for that. 
The system covers following GHGs and sectors:
· Carbon dioxide (CO2) from 
· Power and heat generation
· Energy-intensive industry sectors including oil refineries, steel works and production of iron, aluminium, metals, cement, lime, glass, ceramics, pulp, paper, cardboard, acids and bulk organic chemicals
· Commercial aviation
· Nitrous oxide (N2O) from production of nitric, adipic, glyoxal and glyoxlic acids
· Perfluorocarbons (PFCs) from aluminium production
The price of allowances within EU ETS system depends on supply and demand structure. For example, in 2011, about six billion allowances were traded with a total value of € 77 billion.[footnoteRef:11] [11:  “Thomson Reuters Point Carbon”, as cited in The EU Emission Trading System (EU ETS) factsheet, 2013, available at http://ec.europa.eu/clima/publications/docs/factsheet_ets_2013_en.pdf ] 

NER 300
Another instrument playing a significant role in the carbon market is NER 300. It is a financial tool managed jointly by the European Commission, European Investment Bank and Member States and acts as a catalyst for the demonstration of environmentally safe carbon capture and storage (CCS) and innovative renewable energy sources (RES) technologies on a commercial scale within the European Union. The support is provided for demonstration of technologies in such areas as bioenergy, concentrated solar power, photovoltaics, geothermal energy, wind energy, ocean energy, hydropower energy and smart grids.
The basis for introduction of NER 300 can be found in Article 10(a) 8 of the revised Emissions Trading Directive 2009/29/EC, which contains the provision to set aside 300 million allowances in the New Entrants’ Reserve of the European Emissions Trading Scheme for subsidising installations of innovative renewable energy technology and CCS. The amount of money raised from selling the allowances is invested in the relevant NER 300 projects.
LIFE +
LIFE programme is an EU funding instrument for environment. The programme has been operating since 1992 and has gone through three complete phases (LIFE I: 1992-1995, LIFE II: 1996-1999 and LIFE III: 2000-2006), currently being in the fourth cycle, entitled LIFE+ running from 2007-2013. 
With a budget of € 2.143 billion, LIFE+ contributes to the implementation, updating and development of the EU environmental policy and legislation by co-financing pilot or demonstration projects with European added value. The programme has three components - LIFE+ Nature and Biodiversity, LIFE+ Environment Policy and Governance[footnoteRef:12], and LIFE+ Information and Communication -, and in order for project to be eligible, it first of all has to fall within the scope of one of these areas. In addition, there are also a number of other criteria, to be fulfilled in order to acquire financing. Taking into consideration that the programme encourages projects with synergies, a lot of LIFE projects related to air quality also provide benefits in other fields, like mitigation of noise. The example of one of the all-time best projects is focuses on absorption and recovery of sulphur from flue gas of the Fluid Catalytic Cracking (FCC), by a special reusable buffer[footnoteRef:13]. [12:  One of the themes under LIFE+ Environment Policy and Governance is specifically dedicated to air]  [13:  Air: Best Projects. LIFE Programme. EC, available at http://ec.europa.eu/environment/life/themes/air/best.htm ] 

Intelligent Energy Europe
Intelligent Energy Europe (IEE) funding programme provides support to organisations willing to improve energy sustainability. Taking into consideration that energy sector plays an important role in relation to air quality, being one of the largest emission sources, by facilitating clean and sustainable energy, the programme directly relates to the improvement of air quality.
The programme encompasses several funding strands - Energy efficiency and the rational use of energy (SAVE), New and renewable resources (ALTENER), Energy in transport (STEER), and Integrated initiatives -, focusing on achievement of EU 2020 targets, which are: 20% cut in greenhouse gas emissions, 20% improvement in energy efficiency and 20% of renewables in EU energy consumption. 
The programme runs until 2013 (inclusive) and has a budget of € 730 million. Since its introduction in 2003, more than 600 projects in such diverse fields as education and electrical appliances across Europe have been co-funded by the IEE programme.
Seventh Framework Programme
The EU 7th Framework Programme for Research (FP7) is oriented towards facilitation of research-related EU initiatives. FP7 operates on a basis of four categories: Cooperation, Ideas, People and Capacities, each covered by corresponding programme. The funding is allocated through calls for proposals, and is available for a wide group of applicants, starting with individuals, SMEs, and ending with international organisations. 
The “cooperation” programme is the core of FP7, representing two thirds of overall budget, and is also the most relevant category of the FP7 in the context of air quality. The programme fosters research through projects implemented through collaboration of industry and academics, carried out in ten thematic areas. Among the listed areas are “energy”, “environment” and “transport” that provide a possibility for introduction of projects with potential to reduce emissions. 
Mobility Week
Without provision of various subsidies and funding mechanisms, it is also relevant to mention that the EC has developed a number of voluntary programmes, where cities and towns of Member States can participate by implementing measures in accordance with the thematic topic of the programme at issue. One of such programmes, worthy of addressing, is the Mobility Week. 
European Mobility Week is an annual campaign on sustainable urban mobility, organised with the political and financial support of the Directorates-General for the Environment and Transport of the European Commission. The aim of the campaign, which runs from 16 to 22 September every year, is to encourage European local authorities to introduce and promote sustainable transport measures and to invite their citizens to try out alternatives to car use.[footnoteRef:14] [14:  European Mobility Week. European Commission, available at http://www.mobilityweek.eu/join-us/about/ ] 

In the framework of the Mobility Week, the participating cities organize a vast amount of informative events, and in addition also implement permanent measures that mainly focus on such aspects as development of infrastructure for cycling and walking, traffic calming, improving transport accessibility, and raising awareness about sustainable travel behaviour. The closing event of the week is entitled “In Town Without My Car!” where the participating cities designate areas that in the duration of the day may be used only by pedestrians, cyclists and public transport. 
Each year the local authority, which has done the most in raising public awareness in terms of sustainable mobility and implemented the most effective measures facilitating shift of mobility, is awarded by the EC in a special European Mobility Week award ceremony.
The EU Eco-Management and Audit Scheme (EMAS)
EMAS is a management instrument developed by the EC for companies and other organisations to evaluate, report, and improve their environmental performance. EMAS is open to every type of organisation eager to improve its environmental behaviour. It spans all economic and service sectors and is applicable worldwide.[footnoteRef:15] [15:  EMAS. European Commission, available at http://ec.europa.eu/environment/emas/index_en.htm ] 

Considering the burdens that can deter SMEs to introduce implement EMAS, a more SMEs friendly tool has been developed by EMAS. In order to facilitate the process towards EMAS-registration and to facilitate maintenance of EMAS registration for SMEs, EMAS Easy, a lean and standardized methodology has been developed for small and micro businesses.
Currently, more than 4,500 organisations and approximately 7,800 sites are EMAS registered. Authorities of Member States can choose to integrate EMAS system in legislation, facilitating its wider application. Among such cases example of Latvia can be mentioned, where EMAS system is included in IPPC legislation (see description of tools available in Latvia in the sections below). 
EU Ecolabel
Another purely voluntary mechanism that can be used by the undertakings committed to reduce their impact on the environment is the EU Ecolabel. EU Ecolabel serves as an indicator of corporate social responsibility for products and services with reduced impact on environment (incl. air, where relevant) and is recognizable throughout the EU.
The EU Ecolabel is applicable to a designated number of products and services, though its coverage is expanding every year. Taking into consideration that the requirements for participation in the scheme has been developed by scientists, the compliance checks by independent and qualified scientists are required in order to ascertain if an undertaking at issue qualifies. In order to make process easier, each Member State has a competent institution responsible for received applications and provision of consultations.
In addition, there is also a number of ecolabels developed by the Member States. Even though without such a wide coverage as the EU Ecolabel, some of them, such as Nordic Swan[footnoteRef:16] (designed for Nordic states) has gradually gained acknowledgment outside the initial target area and is being applied also in other countries. [16:  Nordic Ecolabelling, available at http://www.nordic-ecolabel.org/ ] 

Green Public Procurement
“Green Public Procurement (GPP) is a process whereby public authorities seek to procure goods, services and works with a reduced environmental impact throughout their life cycle when compared to goods, services and works with the same primary function that would otherwise be procured”.[footnoteRef:17] Taking into consideration that the GPP relies on having clear, justifiable and verifiable criteria, the EC has introduced common criteria for GPP in all EU MS. The criteria are based on life-cycle approach and scientific base, and cover a range of products and services, gradually expanding the coverage. [17:  Communication from the Commission to the European Parliament, the Council, the European Economic and Social Committee and the Committee of the Regions “Public procurement for a better environment”, COM (2008) 400, available at http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=COM:2008:0400:FIN:EN:PDF ] 

MS implement GPP through their National Action Plans, which address the environmental, and in some cases also social, impacts, and oftentimes contain ambitious targets and specific measures to promote and implement GPP and give an overview of training, communication, monitoring and other activities undertaken by Member States in the field of GPP.[footnoteRef:18] [18:  GPP Brochure. European Commission. Environment, available at http://ec.europa.eu/environment/gpp/brochure_en.htm ] 

IMPEL
The European Union Network for the Implementation and Enforcement of Environmental Law (IMPEL) is an international non-profit association of the environmental authorities of the European Union Member States, acceding and candidate countries of the EU, EEA and EFTA countries. The mission of IMPEL is to contribute to protecting the environment by promoting the effective implementation and enforcement of EU environmental law, by inter alia exploring the use of innovative regulatory and non-regulatory instruments as alternatives for or complementary to existing regulation. IMPEL has facilitated introduction of best practices and developments in the field of environmental law making, permitting, inspection, and enforcement. Among IMPEL’s achievements is introduction of Recommendation 2001/331/EC of the European Parliament and of the Council of 3 April 2001 proving for minimum criteria for environmental inspections (RMCEI), which sets out the relevance of EMAS when planning environmental inspections.[footnoteRef:19]  [19:  About IMPEL. IMPEL, available at http://impel.eu/about/ ] 

Accordingly, building on the knowledge of existing situation and needs in the countries represented in the network, IMPEL introduces tools that enhance enforcement of environmental requirements. In the framework of its activities, IMPEL has a capacity to develop incentive tools of an administrative nature (as its scope of activities is foremost focused on implementation and enforcement of environmental law). In the case of the abovementioned RMCEI, administrative incentive of considering existence of EMAS, when planning environmental inspections, was integrated in the recommendations. 
European Bank for Reconstruction and Development (EBRD)
EBRD provides project financing for banks, industries and businesses, both new ventures and investments in existing companies. The Bank also works with publicly owned companies.
Each of EBRD’s projects is tailored to the needs of the client and to the specific situation of the country, region and sector. Direct investments generally range from €5 million to €230 million. EBRD provides loan and equity finance, guarantees, leasing facilities and trade finance. Typically EBRD funds up to 35 per cent of the total project cost. The Bank invests only in projects that could not otherwise attract financing on similar terms. 
Donor programmes are funded by governments and international institutions, and are managed by the EBRD, it also manages six nuclear safety and decommissioning funds. The biggest of these is for the transformation of the destroyed reactor in Chernobyl into an environmentally safe state.
The EBRD is committed to undertaking operations throughout the region and has signed projects in each of its countries of operations. To coordinate local activities, the EBRD has established resident offices in all of these countries. Staffed by both internationally and locally recruited professionals, these offices are fully involved in generating new projects and in monitoring the growing number of Bank operations.
Current countries of operations:
Albania, Armenia, Azerbaijan, Belarus, Bosnia and Herzegovina, Bulgaria, Croatia, Estonia, FYR Macedonia, Georgia, Hungary, Kazakhstan, Kosovo, Kyrgyz Republic, Latvia, Lithuania, Moldova, Mongolia, Montenegro, Poland, Romania, Russia, Serbia, Slovak Republic, Slovenia, Tajikistan, Turkey, Turkmenistan, Ukraine, Uzbekistan
(Please see the EBRD Country strategies in the Annex 2)

European Investment Bank (EIB)
The EIB is the European Union's bank. It is the only bank owned by and representing the interests of the European Union Member States. The Bank works closely with other EU institutions to implement EU policy.
As the largest multilateral borrower and lender by volume, EIB provides finance and expertise for sound and sustainable investment projects which contribute to furthering EU policy objectives. More than 90% of the Bank’s activity is focused on Europe but it also implements the financial aspects of the EU's external and development policies.
The vast majority of EIB’s financing is through loans, but the Bank also offers guarantees, microfinance, equity investment, etc.
EIB supports projects that make a significant contribution to growth, employment, economic and social cohesion and environmental sustainability in Europe and beyond. The Bank’s priorities are:
· Supporting the creators of 80% of new jobs (small and medium sized enterprises SMEs)
· Addressing economic and social imbalances between the regions (cohesion)
· Protecting and improving the natural and urban environment (environmental sustainability)
· Promoting innovation through investment in ICT and human and social capital (innovation)
· Linking regional and national infrastructure of transport and energy (Trans-European Networks)
· Supporting a competitive and secure energy supply (sustainable energy)
The EIB is active both inside and outside the European Union. The majority of EIB lending is attributed to promoters in the EU countries (about 90 percent of the total volume) supporting the continued development and integration of the Union. Outside the Union, EIB lending is governed by a series of mandates from the European Union in support of EU development and cooperation policies in partner countries.
The EIB supports the EU Neighbourhood Policy in the Eastern Partner Countries by financing projects of significant EU interest. The current EUR 3.7bn mandate runs from 2007 to 2013 and covers Russia, Ukraine, Moldova, Armenia, Azerbaijan, Georgia, and subject to future Council and European Parliament Agreement,  Belarus. This mandate is for projects of significant interest to the EU in transport, energy, telecommunications and environmental infrastructure, and as of mid-2009 has been extended to cover also loans for SMEs via banks in Eastern Partnership countries within the framework of the Joint IFI Action Plan. With a view to supporting EU external action without affecting the EIB's credit standing, the EIB is offered a Community budgetary guarantee for operations carried out outside the Community, including the Eastern Partner Countries.
To complement the Mandate, the EIB set up in December 2009 the Eastern Partners Facility (EPF), a EUR 1.5 bn facility under which financing will be extended at the EIB's own risk (i.e. without EC guarantee). The EPF enables the Bank to support EU Foreign Direct Investments (FDI) in Eastern Neighbour countries, with a EUR 500 million ceiling for projects in Russia.  The bulk of the facility will be used to support investment-grade projects/structures; financing up to EUR 150 m can be structured pursuant to the Structured Finance Facility, which provides for a higher risk bearing capacity. 
EuropeAid
The European Commission's EuropeAid cooperation office implements the funding instruments for external assistance in the frame of the 2007 to 2013 financial perspectives. The overall goal of these instruments is the eradication of poverty in partner countries and regions in the context of sustainable development. Based on strategy papers and annual action programmes, EU funding is delivered through budget support, grants and contracts. 
The European Neighbourhood and Partnership Instrument (ENPI) supports the European Neighbourhood Policy (ENP). The ENPI’s beneficiary countries are the ENP partner countries (incl. Armenia, Azerbaijan, Belarus, Georgia, Moldova, Ukraine) and Russia. 
The ENPI has the following strategic objectives:
· supporting democratic transition and promoting human rights,
· the transition towards the market economy,
· the promotion of sustainable development; and policies of common interests (antiterrorism, the proliferation of weapons of mass destruction, conflict resolution, the rule of international law, etc.).
The ENPI finances actions in the various sectors, including: more equitable development; regulatory trade and reforms; the liberalisation of certain sectors; justice and home affairs; energy; transport; information society; environmental sustainability; research and innovation. In addition, it can provide support to electoral observation and post-crisis missions and to disaster preparedness.
The funds allocation is policy driven, and depends on the needs and absorption capacity of the beneficiary countries as well as on their implementation of agreed reforms. The actions can be co-funded by the EU and other donors; they can also be funded by the EU and implemented by an international organisation.
In December 2013 the EC adopted Multiannual Financial Framework (MFF) for the period 2014 – 2020. The total amount envisaged for external financial instruments – Global Europe is EUR 51.4 billion (current prices), including European Neighbourhood Instrument (ENI): EUR 15.4 billion.
Structural Funds
The Structural Funds and the Cohesion Fund are the financial instruments of European Union (EU) regional policy, which is intended to narrow the development disparities among regions and Member States. The Funds participate fully, therefore, in pursuing the goal of economic, social and territorial cohesion.
Cohesion policy 2014-2020 represents approximately 1/3 of the EU budget, reinforcing its role as the Union's main investment policy for growth and jobs and implementing EU policies. The Commission is working with national and local authorities to define priorities for investment for each country for the next financial period, ensuring the investment's maximum impact on competitiveness and employment creation, and reinforcing the thematic concentration and  focus on results of the reformed policy.

[bookmark: _Toc384307252][bookmark: _Toc387396918]Measures implemented by Member States
Another way of facilitating the actions that would lead to improvement of air quality is through national incentive-oriented tools that oftentimes are described by the so-called win-win scenario. In such case Member States develop a set of instruments fostering environment-friendly behaviour, that at the same time are not of a compulsory nature. The following paragraphs will describe a number of examples from several EU Member States. 
[bookmark: _Toc384307253][bookmark: _Toc387396919]Belgium[footnoteRef:20] [20:  NEC Reduction Programme 2006, Belgium.] 

Taking into consideration the federal system of Belgium, the environmental legislation is mainly a regional competence, therefore there is a variety of policy and legislative tools oriented towards stimulation of environment-friendly behaviour in major polluting sectors. The introduction of various additional emission-reducing instruments is especially relevant to Belgium due to compliance[footnoteRef:21] with NECD[footnoteRef:22] issues. In order to grasp the general overview of country’s approach, few illustrative measures will be briefly discussed. [21:  Trend Tables of data reported until 31 August 2012. Centre on Emission Inventories and Projections, available at http://www.ceip.at/overview-of-submissions-under-clrtap/2012-submissions/ ]  [22:  Directive 2001/81/EC of the European Parliament and the Council on National Emission Ceilings for certain pollutants] 

Energy
Belgium sets a positive example by providing miscellaneous “soft” mechanisms for promotion of emission reduction. As far as it goes to energy, one example to mention is an Environmental Policy Agreement concluded between Flemish government and electricity production sector. Under the agreement, the sector commits to reduce its emissions in accordance with special emission ceilings; in exchange the Flemish government imposes limit values for installations in this sector that are less strict than they would be in case the agreement was not concluded. Such agreement is in force for a particular period of time, and it covers all existing installations, operated by or in collaboration with an electricity producer, thus excluding new plants, for which the standard regulatory measures apply. Under the agreement the sector has to draw up an annual plan, indicating, how the targets will be met, which is determined, taking into consideration a number of assumptions relating to expected demand for electricity, imports and production in the region at issue.
Another example can be observed from the experience of Brussels Capital Region (BCR), where a system of premiums designed to provide financial support to actions aimed at improving energy performance of buildings in the services and industrial sectors has been set up. In framework of the funding programme the support is provided to innovative designs for new buildings, as well as to measures manifesting good energy management in existing buildings. 
Residential sector
A lot of incentive-underlining measures have been introduced in the residential sector. A great number of such measures pertain to informing the public by such means as free-of-charge assistance and information centres, preparation of easily comprehensible and more informative energy bills, and provision of information on potential energy savings. In addition each year, “Brussels Environment” invites Brussels families to participate in the “Energy Challenge”. Its objective is to help them reduce their energy bill by taking a series of simple and “economical” steps in their home.[footnoteRef:23] Such measures are purely dependent on public decision to comply with them, as required actions root in the change of public behaviour. Such behavioural changes are expected to lead to reduced consumption of energy, resulting in reduction of emissions. [23:  Sustainable building. Brussels, Sustainable City, available at http://www.sustainablecity.be/themas/sustainable-building] 

Another efficient tool for reduction of energy consumption is by means of financial aid to households. Financial incentives are focused on investments in energy performance (i.e. Energy and renovation premiums). Since 2004, the Brussels-Capital Region has offered a set of such “Energy” subsidies to individuals, groups and businesses to encourage them to renovate, better insulate and better equip their buildings to save energy and reduce CO2 emissions (insulation works, high-performance appliances, etc.). They are now adjusted depending on household income, to provide more support to low-income families (who also receive a zero-interest “green loan” for these works). The Region also offers subsidies for residential renovation, improvement of façades, acoustic insulation and a soil study.[footnoteRef:24] [24:  Ibid.] 

Transport
Taking into consideration that the transport sector accounts for a great part of NOx emissions, which have been general concern of Belgium in terms of compliance with its national emission ceilings, a lot of incentive-oriented measures, tackling the problem with transport emissions, have been introduced both at federal and regional levels. These include incentives of a fiscal nature at federal level - adjustment of taxation of diesel fuel aimed at reduction of gap in price between petrol and diesel fuels, tax reduction for purchase of electric vehicles, fiscal aid scheme operating for the benefit of combined goods transport operators using rail for distances of less than 300 km – or such tools as provision of subsidies for journey to work covered by bicycle. Fiscal measures as increased tax for more polluting vehicles/fuels and decreased tax for environment-friendly technologies can be generally perceived as an effective and also rather flexible tool, as the tax rate can be changed taking into consideration technological developments and most recent findings.
Starting with June 2011, any company in Brussels region with more than 100 workers on a site must draw up a Company Travel Plan (Plans de déplacements d’entreprises, PDEs). This involves 600 companies and over one-third of the jobs in the Brussels region. Companies can thus contribute to reducing the automobile pressure, notably by reducing travel in individual cars. The Region also supports schools to aid them in drawing up their School Travel Plan.[footnoteRef:25] [25:  Mobility. Brussels, Sustainable City, available at http://www.sustainablecity.be/themas/mobility ] 

As well as in residential sector, also in relation to transport great importance is devoted to the measures encompassing behavioural component. Noteworthy example in this respect is “ecodriving”, which has been included as a required knowledge in the drivers’ licencing system and is a part of a driver’s exam, focusing on environment friendly driving behaviour.
[bookmark: _Toc384307254][bookmark: _Toc387396920]Latvia[footnoteRef:26] [26:  Informatīvais ziņojums Par pasākumiem Valsts kopējo emisiju gaisā samazināšanai, 2006 (Latvia’s National Programme under the National Emission Ceilings Directive, 2006)] 

The example of Latvia is interesting due to such factors as its historical background – being part of the Soviet Union – and economic development. These conditions make the description of Latvian system especially relevant in the context of the project at issue. Taking into consideration that Latvia joined the EU in 2004, a lot of instruments, reported in 2006 programme[footnoteRef:27] ensure implementation of the relevant EU legal acts and are of a regulatory nature. Yet taking into consideration the aim of the current report, the following paragraphs will focus exclusively on “soft” non-compulsory measures. [27:  Ibid.] 

Energy
Taking into consideration that combustion in stationary sources for the purposes of generation of energy constitutes the largest source of emissions in the country, there are a lot of measures addressing shift towards renewable energy resources and general reduction in energy consumption. One of the examples pertaining to promotion of renewable energy is support of small hydroelectric power plants. The support mechanism for such installations has been present since 1990s, and it focuses on renovation of small hydroelectric power plants of regional importance, as well as on production of relative equipment. Lately it has been acknowledged that the emphasis has to be put on the pilot projects facilitating innovative, environment-friendly technologies. 
Another example of energy-directed measures is provision of support to construction of cogeneration stations and increase in energy efficiency. The support of cogeneration has been provided in the form of economic means – setting higher rates for energy purchase, ensuring availability of financial resources –, as well as provision of information and trainings. 
Yet it is also possible to ensure the shift in behaviour by applying fiscal measures in the energy sector. One example in this respect is the increased nature resource tax for more polluting substances. Nature resource tax applies to all natural or legal persons, which in accordance with a permit for polluting activity (if the legislation prescribes the necessity for particular undertakings to obtain such permit) emit polluting substances covered by the tax. The tax is also applicable to use of such energy resources as coal, coke and lignite, so as to motivate the use of less polluting resources. In addition to nature resource tax, the energy products are also subject to excise tax, which is applicable to a number of types of fossil fuel. Such fiscal measures are introduced with a purpose to foster a shift towards more environment-friendly fuel types.
Transport
Some potentially emission-reducing measures in transport sector are dedicated to the improvement of infrastructure, for example, ensuring construction of intra-city bike paths, connecting different parts of the city. Respective measures, requiring shift in the behaviour, and consequent emission reduction, resulting from change of transport modality, might be an effective way of tackling air pollution problems in cities.
Industry 
In the same vein as in other EU Member States, also in Latvia the industrial emissions are regulated under IPPC permitting system. In addition to the requirements stipulated in the related permits, the introduction of yet even more environmentally sound technologies and processes can be stimulated by such measures as: provision of information on BATs, ensuring sophisticated environmental auditing system, and provision of financial support for implementation of projects focusing on environmentally sound production, as well as tax reductions for cleaner production. These measures are included in the National Programme under the National Emission Ceilings Directive, yet are not fully implemented in practice.  
Another important element in regards to industrial emissions is participation in Emission Trading System, which facilitates the increase of energy-efficiency in industrial enterprises that take part in the ETS. The purpose and functional nature of ETS has already been discussed above.
In addition to the abovementioned considerations, Latvian legislation on pollution foresees a type of administrative incentive, being more lenient towards pollutants that have registered EMAS system. The pollution permitting requirements foresee review and renewal of polluting activity permit every seven years. Yet, for installations, which are located in organisations registered in the Environmental Management and Audit System (EMAS), a permit shall be reviewed and renewed after every ten years.
Agriculture
Taking into consideration that agriculture is one of the most important sectors of the economy in Latvia, it is important to find a way to reduce emissions without significantly impeding productivity of the sector. The incentive-oriented measures in agriculture sector are mainly determined in the Rural Development Programme.  Activities with potential to tackle air pollution from agriculture problems include improvement of existing and construction of new manure storages, which would ensure reduction of nitrate and ammonia emissions. The requirement for ensuring appropriate manure storages in sensitive areas is stipulated in legislation. 
A number of other environment-friendly practices and measures can be derived from Good Agricultural Practices. The recommended measures include progressive feeding of animals, featuring control of proteins in a dose, appropriate storage of organic manure etc. These and other measures can be implemented applying direct payment mechanisms[footnoteRef:28].  [28:  “Direct payments are payments granted directly to farmers under certain support schemes. Direct payments ensure a safety net for farmers in the form of a basic income support, decoupled from production, stabilising their income stemming from sales on the markets, which are subject to volatility.” Direct payments. Agriculture and Rural Development. European Commission, available at http://ec.europa.eu/agriculture/direct-support/direct-payments/index_en.htm ] 

National financial instruments
The Climate Change Financial Instrument (CCFI) is a Government budget program of Republic of Latvia.
Aim of CCFI is to prevent global climate change, adaptation to the effects of climate change and contribute the reduction of greenhouse gas emissions (for example, implementing activities to improve the energy performance of buildings in both public and private sectors, the development and implementation of technologies that use renewable energy resources, as well as the implementation of the integrated solutions to reduce greenhouse gas emissions).
The financing is formed by the Proceeds from the Assigned Amount Units (AAU) Purchase Agreements which are made within the international emissions trading under the Kyoto Protocol. The AAU sales are possible, because in the Kyoto Protocol for period of 2008-2012 for the enforcement of obligations (8% total reduction compared to 1990 levels) Latvia will not need all available AAU, and the potential excess will be at least 40 million units. Use of all remaining AAU for other purposes, such as granting to the trading companies of European Union Emission quotas is not possible - AAU it is not possible to convert into emissions quotas or use instead of emission quotas. However, the AAU is possible to sell, all income to invest in the development of Latvia. 
[bookmark: _Toc384307255][bookmark: _Toc387396921]Poland[footnoteRef:29] [29:  Republic of Poland, Report on the Directive 2001/81/EC of the European parliament and of the Council of 23 October 2001 on national emission ceilings for certain atmospheric pollutants, 2007] 

Despite the intensive development of Poland’s economy over the past two decades, not only it has managed to prevent the increase in atmospheric emissions, but also has ensured improvement of air quality.[footnoteRef:30] The balance between environmental impact and economic growth can be reached by introduction of various “smartly” developed tools and mechanisms, where important role is devoted to environmental awareness and change in the behaviour of the main stakeholders and general public.  The following sub-chapters will provide a brief insight into Poland’s approach for tackling air pollution by development of measures with environment-friendly rationale.  [30:  Air Pollution (Poland). European Environment Agency, available at http://www.eea.europa.eu/soer/countries/pl/soertopic_view?topic=air%20pollution ] 

Energy[footnoteRef:31] [31:  Programmes. Ministry of the Environment of the Republic of Poland, available at http://www.mos.gov.pl/kategoria/4950_programmes_and_rank_lists/ ] 

Particular difficulties in regards to emissions generated in energy sector arise due to the fact that it is based principally on coal combustion and cannot easily shift to new means of energy production. Therefore a set of tools had to be developed in order to ensure gradual decrease of emissions. Sophisticated support mechanism provided under the umbrella of the Green Investment Scheme (GIS; to be discussed in a more detail under “Industry” section) is available for the stakeholders in energy sector. First example to mention relates to the activities carried out in the framework of power management in public utility buildings programme. The programme provides subsidies for measures oriented towards decrease in energy consumption in buildings used by self-governments, health care institutions, higher education institutions, non-governmental organisations, volunteer fire departments and church legal entities. Similar programme is also available for selected entities within the public finances sector - government administration, the Polish Academy of Sciences and its scientific institutes, state cultural institutions and public sector enterprises.
Another strand of financing is available to biomass heating plants and combined heat and power plants. The objective of this programme is to support undertakings in modernisation or construction of biomass heating plants and combined heat and power plants with thermal capacity of less than 20 MW. In addition, there are two separate programmes provided for other types of energy production installations - subsidies for the construction or modernisation of agricultural biogas plants and subsidies for undertakings oriented at the construction or modernisation of electric power grids in order to connect new sources of wind energy.
Another tool, which is predominantly oriented on shift in behaviour, is increase of energy prices underpinning energy savings.[footnoteRef:32] This measure differs from the ones described above, which were representing “different side” of incentive-oriented measures, namely, provision of finances for environment-friendly practices; increase in energy tariffs requires general public to pay more for energy consumption, thus stimulating behavioural changes and facilitating more economical use of energy. [32:  The National Environmental Policy for 2009 – 2012 and its 2016 Outlook. Council of Ministers of the Republic of Poland, 2008] 

Transport
Also the transport sector in Poland can gain from the existence of GIS funds, as it also covers activities related to “avoiding or reducing greenhouse gas emissions in the transport sector”. 
Measures focused on environment-friendly transport are also an important aspect of “Infrastructure and Environment” programme[footnoteRef:33], which provides basis for such actions as improving the condition of the railway connections system included in the TEN-T network, and particular sections of the system, which are not included in the network, as well as improving passenger service in the international and inter-regional railway transport system, thus encouraging the use of railway transport instead of vehicles. Taking into consideration that the programme delineates particular means of transport (i.e. railway transport, sea transport, municipal public transport in metropolitan areas, multimodal transport, and inland water-way transport), it is relevant to outline that a lot of attention is devoted to public transport, so as to make it more practical for general public to use public transport instead of private cars. For this purpose the programme provides support to projects concerning extension of the railway network (fast city trains, tramway lines, subway) and trolleybus lines, along with the purchase of rolling stock, construction and reconstruction of change stations, with particular attention to their integration with other transport branches, including “park and go” projects and points and telematics systems, ensuring improvement of functioning of public transport network. [33:  Operational Programme Infrastructure and Environment. The National Strategic Reference Framework for the years 2007-2013. Ministry of Regional Development of the Republic of Poland, 2007] 

Industry
In addition to implementation of mandatory requirements set in the EU legal instruments, Poland has also been facilitating decrease of atmospheric emissions by providing sophisticated financial mechanisms, such as the National Fund of Environmental Protection and Water Management (NFEP&WM)[footnoteRef:34], which also plays the role of the National Green Investment Scheme (to be discussed below). The fund covers a broad spectrum of issues related to environmental protection, among those – air and climate protection, scientific and research expertise and works, and ecological education, which are all relevant in case of decrease of industrial emissions.  [34:  Polish Funds, available at http://www.ekoportal.gov.pl/opencms/opencms/ekoportal/en/ForEntrepreneurs/PolishFunds/ ] 

Projects with a significant importance to emissions’ reduction may also be implemented in the framework of Green Investment Scheme (GIS), which guarantees that funds from the sale of surplus assigned amount units (AAU) are allocated to the “green projects” as promotion of low-emission solutions, related research and educational operations etc.[footnoteRef:35] [35:  Green Investment Scheme. Ministry of the Environment of the Republic of Poland, available at http://www.mos.gov.pl/kategoria/4945_green_investment_scheme/?j=en ] 

National financial instruments
The National Fund of Environmental Protection and Water Management (NFEP&WM) which was established in 1989 as a result of the regime transformation in Poland, in cooperation with voivodeship funds for environmental protection and water management is the pillar of the Polish system of financing environmental protection. The basis of the National Fund’s operation as a State legal person is the Act on Environmental Protection Law.
The mission of the National Fund, according to the NFEP&WM Strategy for 2009-2012, is to financially support undertakings intended for environmental protection and respecting its value, on the basis of the principle of sustainable development included in the constitution. The Fund participates in implementation of the environmental policy of Poland as a source of financing and cooperate, along with the Ministry of the Environment, with commissions of environmental protection at the Sejm and Senate. The National Fund and voivodeship funds provide financial support for projects which contribute to enforcement of Polish obligations resulting from the Accession Treaty and other EU directives. The National Fund also supports activities undertaken by the Minister of the Environment in the scope of meeting Polish obligations resulting from the Climate Convention, Biodiversity Convention, implementing the LIFE+ Financial Instrument, NATURA 2000 and environmental education. 



[bookmark: _Toc384307256][bookmark: _Toc387396922]Existing situation in partner countries
[bookmark: _Toc384307257][bookmark: _Toc387396923]Introduction
Before commencement of drafting the recommendations for introduction of particular incentive-based instruments, it is crucial to acquire sufficiently detailed information reflecting the existing situation in the partner countries. Timely identification of the exiting instruments and assessment of their effectiveness would allow ensuring the selection of most appropriate tools tailored for specifics of the countries at issue.
The following chapters will provide an insight in the current situation in regards to the existing incentives for improvement of environmental behaviour in the partner countries. The analysis of existing situation is based on the information provided in the questionnaires filled in by the independent local experts (see Annex 1 for sample questionnaire). In the questionnaires three types of incentives – administrative, economic (and fiscal), and reputational – have been assessed. 
[bookmark: _Toc384307258][bookmark: _Toc387396924]Armenia
The “Law on Atmospheric Air Protection” (1994) and relevant bylaws, ensuring the enforcement thereof, regulate management atmospheric air in the Republic of Armenia. With a view to updating the Law and preventing some negative impacts on atmosphere, amendments to the Law were made, the latest one being adopted in 2011. At present, state registration and regulation of emissions cover 1,301 entities with over 3,850 sources of emissions into the atmosphere. This accounts for about 96 percent of emissions from stationary sources across the country, which is subject to state control. 
With a view to reducing emissions from motor vehicles, the Government has adopted a Concept Paper and an Action Programme, prohibiting the use of leaded petroleum and the import of cars lacking emission neutralizers. In recent years, the permissible quantity of sulphur contained in petrol and diesel fuels has been decreased about ten times. Year in year out, the use of compressed natural gas prevails over petroleum. As a result, hazardous emissions from motor vehicles have been significantly decreased. 
Since 2004, efforts have been taken to introduce the principle of territorial and technological regulation of hazardous substance emissions. Principles for calculating the share of motor transport emissions into the background pollution of atmosphere in residential areas have been elaborated, and efforts are taken towards developing a mechanism for introduction of best technologies.[footnoteRef:36]  [36:  “RIO+20” National Assessment Report, Republic of Armenia, 2012. available at http://www.mnp.am/?p=169 ] 

Such regulatory measures imply the predisposition to tackle air pollution related problems by strict, compliance requiring legislation. Even though not so popular, but Armenia also has some incentive measures, which will be briefly discussed in the following sections. 
Some incentive measures are prescribed by the legislation. For example, The Law of the Republic of Armenia “On Energy Saving and Renewable Energy” inter alia lists the following principles among “Principles of State Policy in the Area of Energy Saving and Renewable Energy”:
· Implementation of energy saving, as well as development and enforcement of legal and economic mechanisms for the promotion of renewable energy;
· Promotion of consumer choices and use of different energy carriers and energy efficiency technologies;
· etc.
Though, the noteworthy observation is that the majority of incentives are derived from the regulatory, compliance-requiring instruments (administrative and fiscal measures), which means that even though they are present and companies comply with them, they might not serve as incentives, as the operators might chose to comply with stricter requirements instead of turning to environment friendly entrepreneurship. At the same time almost no reputational incentives are used in Armenia.
Administrative incentives
The main administrative incentive is related to application of increased administrative burden to operators holding industrial pollution permit, whose activities are associated with higher levels of pollution. For example, when assessing the requirements governing inspections, in Armenia the frequency of inspections depends on the level of risk of the object at issue: high risk objects are inspected not more than once a year, middle risk objects – not more than once every 3 years, low risk objects – not more than once every 5 years. Generally undertakings performing low pollution activities are referred to as low risk objects. 
Economic and fiscal incentives
As to incentives of economic nature, volume-based charges apply to emissions, spillages and generation of waste. For emission volumes above those determined in the legal acts, the operator pays 20 times increased charge. The legislation on environmental charges also stimulates use of cleaner vehicles and fuels, differentiating the vehicle charges depending on type, weigh and age of the vehicle, presence of catalytic convertor, and type of the fuel. 
Yet there are no special loan or grant programmes, reduced insurance rates or free business support services for environment-friendly undertakings. There are also no specific economic incentives for support of introduction of green technologies. Accordingly, the economic and fiscal incentives are mostly of a negative nature – i.e., higher charges imposed on more polluting companies, while normal charges apply to less polluting operations. 
Notwithstanding the fact that there are no programmes promoting generally environment-friendly practices, there is a special energy efficiency fund - Armenia Renewable Resources and Energy Efficiency Fund – operating in Armenia. 
The Fund started its operation in 2006. It has been established by Government of Armenia as an independent NGO following the provisions of “Law on Energy Efficiency and Renewable Energy” of Armenia. The mission of the Fund is to facilitate investments in energy efficiency and renewable energy in Armenia. Within a short period of time the Fund gained a reputation of a reliable advocate for sustainable energy development in Armenia.
Under the umbrella of one organization the Fund provides an array of comprehensive assistance to renewable energy and energy efficiency project developers, investors, banks, condominiums, researchers, etc. It is professional expertise for government in issues related to the green energy development strategy and legislation. The Fund continuously analyses situation identifying barriers and proposing solutions to the government responsible agencies.
The Fund also established financing mechanism through a revolving lending tool, which finances energy efficiency and renewable energy projects through the banks or credit organizations.[footnoteRef:37] [37:  Armenia Renewable Resources and Energy Efficiency Fund. available at http://r2e2.am/en/about-us/] 

In November, 2013 the Government of Armenia approved Decision N. 47 - “The program of implementation of measures arising from the concept of creating innovative financial and economic mechanisms in the environmental field” - , which provides for eight measures, their objectives, outputs, responsible ministries, timetable and sources for financial provision. The program introduces a new financing mechanism for environment friendly projects.
Reputational incentives
Voluntary instruments encouraging environmentally-conscious behaviour for reputational purposes can be met in a limited number of cases. The sole reputational voluntary instrument present in Armenia is ISO 14001 scheme, which has been implemented in few companies (e.g. CJSC “Nairit Plant”). No such measures as eco-labelling or sustainability indices are available in Armenia.

[bookmark: _Toc384307259][bookmark: _Toc387396925]Azerbaijan
Legislation designed to protect environment has been based on the principles stipulated in the Constitutional Act on the Independence of Azerbaijan, adopted in the Constitution of the Republic of Azerbaijan (1995), the Law of the Azerbaijan Republic on Environmental Protection and Utilization of Natural Resources, and the Statute of the State Committee for the Environment is aimed at providing:
· the establishment and development of the Environmental Impact Assessment (EIA) Program;
· review of the existing ecological standards with the purpose of their improvement to the level of standards recommended by the European Community;
· use of economical mechanisms to decrease contamination levels;
· improvement of the system of ecological awareness and education;
· intensification of the cooperation in the field of environmental protection with regional and international organizations;
· establishment of the “polluter pays” principle;
· improvement of the system of ecological monitoring.[footnoteRef:38]  [38:  State of the Environment Azerbaijan, available at http://enrin.grida.no/htmls/azer/soe/ecology/html/environmental_policy.html ] 

Law of the Republic of Azerbaijan on Protection of Environment (June 8, 1999, №678-IQ) and Law on Protection of Atmospheric Air (2001) both include provisions that imply support for environment-friendly entrepreneurship, accordingly the laws further the idea that protection of environment through stimulation of economy is possible through ecological subsidies or other incentive-oriented tools. 
Administrative incentives
The industrial pollution permitting system does not foresee issuance of extended permits for less polluting activities. Yet the permitting system envisages lower frequency of the inspections for the low-waste industries in comparison to that for other industries.
Economic and fiscal incentives
According to the Decision of the Cabinet of Ministers “Payment for natural resources, applying payment in emission of polluting substances to environment, and use of funds received from these payments” (March 3, 1992, № 122) the system applies differentiated charges in accordance with the category of pollution (I-IV) of the industry. Accordingly, undertakings falling within category I have to pay higher charges than those representing the IV category.
Another economic incentive is available particularly to undertakings realizing agricultural activities. Law of the Republic of Azerbaijan on “Ecologically Clean Agriculture” (13.06.2008, № 650-IIIQ) promotes clean agriculture practices and stipulates that the financing of the development of ecologically clean agriculture inter alia consists of investments, loans, and grants. 
In addition, as it was already mentioned, the Article 25 of the Law on Protection of Environment stipulates that stimulation of environment friendly economic activities is possible through such economic measures as ecological subsidies or other incentive-oriented tools. One of such tools is the State Fund on Environment Protection, which is primarily ensuring economic stimulation of nature conservation, but the financial resources of the fund are also used for activities related to environmental protection and sustainable use of natural resources and their restoration. The funding means are mostly acquired through:
· Fines imposed for violation of the law on Protection of Environment; 
· Nature resources’ payments; 
· Means confiscated in accordance with legislation; 
· Voluntary endowments by state, non-governmental organizations, private and legal persons;
· Other incomes.
Reputational incentives
As far as it goes to reputational incentives, Azerbaijan has a strong and well proved practice of eco-labelling scheme applicable in field of agriculture and food products. The legal basis of the scheme can be found in the Law of the Republic of Azerbaijan on “Ecologically Clean Agriculture” (13.06.2008, № 650-IIIQ). The competent institution responsible for administration of the scheme has authority to certify ecologically clean products by indicating “EKO-keçid” or “EKO” on the labelling. The requirements that have to be fulfilled are developed in accordance with the provisions of the legislation. The certified product has to have a label indicating the following information:
· name, address, national trade mark of company, where the product was made (produced and processed); 
· name of product indicating that it is produced by ecologically clean agriculture;
· name and index of accredited agencies on ecological inspection and certification body;
· requirements for storage;
· date of production and expiry;
· disposal and forbidden storage of ecologically clean agriculture products and foodstuffs with other products.
Eco labelling supplies internal and external market with qualified products that are more competitive than non-ecological products. This system stimulates the decrease of low-quality products and increases the production’s compatibility with the environmental requirements and consumers’ interest in buying ecologically certified products. As a result many industries are drawn to shift to such production, by that improving the overall quality of products produced in the country.
In addition, some transnational companies have been certified in accordance with ISO 14001:2004 standard. In order to introduce ISO standard in the national system, the proposal on introduction of ISO 14001:2004(E) has been presented to the State Committee for Standardization Metrology and Patent of the Republic of Azerbaijan for approval.
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The central instrument setting the main principles in the field of environmental protection and serving as a basis for introduction of the main measures, incl., voluntary mechanisms, in the Republic of Belarus is the Law “On Environmental Protection”. 
The most successful incentives are related to the administrative measures, yet economic measures have proven to be less successful. This situation persists due to the fact that the system of economic incentives is still in the phase of development in the Republic of Belarus. The most commonly met economic measure in Belarus is tax deduction for certain activities benefiting the environment. The legislation also identifies accelerated depreciation of equipment and other facilities designed to protect and improve the environment. Yet such tool is not popular as it leads to increase of the production price in the named period. 
In addition, there are no sufficient conditions that would encourage the use of certain environmental legal instruments, such as environmental auditing, environmental insurance, partly also environmental certification. The increase in administrative fines and fines for harm to the environment and non-compliance with environmental legislation would encourage undertakings to carry out environmental audits and apply for environmental insurance. 
The more detailed analysis of the abovementioned types of incentives, as well as other incentives available in the Republic of Belarus are discussed below. 
Administrative incentives
According to the requirements of the legislation of Belarus[footnoteRef:39], the industrial polluting activities are divided in categories of 1 to 5 in accordance with the levels of pollution, where 1 is representing the most polluting objects and 5 – less polluting. The validity of permit is dependent on level of pollution of the activity – objects falling in categories 1-3 have to renew their permit every 5 years, categories 4-5 – every 10 years, thus less polluting activities have extended validity of permits. The aspects surrounding the determinations of level of pollution include inter alia volumes and types of emission of pollutants into atmospheric air, number of stationary pollution sources, number of mobile pollution sources etc.  [39:  Resolution of the Council of Ministers of the Republic of Belarus from 17.02.2012 № 156 (as amended on 04.10.2013) “On approval of the unified list of administrative procedures…”.  minsk.gov.by/ru/org/5194/attach/d595817/post_sm_156_red_883.doc ] 

Also the frequency of ecological inspections of the object varies depending on the specifics of the object at issue.[footnoteRef:40] For these purposes the industrial objects are divided into three risk groups – high, medium, and low. Low risk activities correspond to the objects fulfilling the following requirements: [40:    Decree of the President of the Republic of Belarus on October 16, 2009 № 510 “On improvement of a controlling (supervision) activities in the Republic of Belarus” http://www.pravo.by/main.aspx?guid=3871&p0=P30900510&p2={NRPA} ] 

· operation of stationary sources of emissions for which the total emissions of pollutants into the air constitute less than 25 tonnes per year, and (or) emissions of substances of hazard class 1 constitute less than 1 kilogram per year;
· operation of less than 50 mobile pollution sources;
· consumption of less than 50 thousand m3 of water per year;
· operation of facilities for breeding and fattening of cattle - less than 200 animals, of pigs - less than 100 animals , birds - less than 5,000 seats;
· operation of facilities with greenhouse gas emissions of less than 5,000 tons per year.
The frequency of inspection of such objects is not more than once every five years, with no evidence for an unscheduled inspection.

Economic and fiscal incentives
One of the most widely used fiscal measures in Belarus is the application of environmental tax for polluting activities.[footnoteRef:41] The rate of environmental tax on emissions of pollutants into the atmospheric air is differentiated depending on the level of hazard of the emitted pollutant. Environmental tax is also applicable to other types of pollution, e.g. generation of wastewater and storage of waste as a result of performing polluting activity by operators holding environmental permit. The charges for polluting activities in the framework of environmental taxation system are reduced for operators that invest in construction and/or reconstruction of air pollutant filters, technologies using renewable energy sources, as well as for operators that introduce automated systems for control of emissions of air pollutants into atmospheric air.  [41:  Tax Code of the Republic of Belarus (Special Part). http://minsk.gov.by/ru/org/8643/attach/263b953/kontrol_nalog_kodeks.shtml ] 

In the framework of state and regional programmes for energy saving, energy efficiency and protection of the environment, undertakings can apply for partial financing for introduction of green technologies. Equivalent financing options can be acquired by Belarusian undertakings from international funds as “Northern Dimension”, GEF and UNDP. Belarus is also in the process of introducing environmental insurance system.
In addition, a softer form of incentive of economic nature can be associated with a provision of free business support services for environment-friendly undertakings. At this point it is crucial to mention a project of permanent collaboration between the Ministry of Natural Resources and Environmental Protection of the Republic of Belarus and Belarusian business structures in form of the “Business and Ecology” club. The club was established in 2011 on the basis of Memorandum on development of mechanisms for interaction of business structures and the Ministry of Natural Resources and Environmental Protection.[footnoteRef:42] [42:  http://www.belta.by/ru/all_news/society/Memorandum-o-vyrabotke-mexanizmov-vzaimodejstvija-biznes-struktur-i-Minprirody-podpisan-v-Minske_i_580452.html ] 

As to the other economic and fiscal incentives available in Belarus, there are number of measures that stimulate shift towards more environment-friendly activities. These measures include inter alia:
· Exemption from payment of real estate tax in respect of permanent structures (buildings) designed to protect the environment and improve the environmental situation as specified in the list approved by the President of the Republic of Belarus (p. 1.5 of Art. 186, Tax Code).
· Exemption from payment of land tax for land occupied by the facilities and installations for use of renewable energy, as well as land plots allocated for the period of construction (reconstruction) of objects and installations for use of renewable energy (p. 1.21 Art. 194, Tax Code).
· Exemption from value added tax on imports into the territory of the Republic of Belarus installations for use of renewable energy sources (p. 1.16 Art. 96, Tax Code).
· Exemption from income tax:
· in terms of corporate profits derived from the sale of self-produced high-tech goods, in accordance with the list established by the Council of Ministers with consultation with the President of the Republic of Belarus (p. 1.13-3, Art. 140, Tax Code);
· in terms of other corporate profits as determined by the President of the Republic of Belarus (p. 1.14 Art. 140, Tax Code). According to the Decree № 625 of 08.12.2010, income received from the sales of voluntary reduction of emissions of greenhouse gases, the operator is exempted from income tax for income equivalent to capital investments (with exception of investments from the budget) for the implementation of such project.
· Provision of state support in the area of renewable energy resources. Support includes development of favourable price policy, encouraging investments in renewable energy projects, favourable fiscal policy, direct financing (from state and municipal budgets, means of legal and private persons and other sources not prohibited by the legislation), etc.[footnoteRef:43] [43:  The Law of the Republic of Belarus “On Renewable Energy Sources”, December 27, 2010 № 204-Z. http://pravo.by/main.aspx?guid=3871&p0=H11000204&p2={NRPA} ] 

Another possible method of economic incentive is associated with the existence of funds for environmental protection. Such funds were operating in Belarus previously, yet the work of State, Municipal and Minsk City Environmental Funds has been suspended for the period 2012 – 2013. Currently the financing in the field of environmental protection can be acquired from state and municipal budgets on the basis of the Law “On Environmental Protection”. The financial means streamed to projects related to environmental protection are acquired from collected environmental taxes.
In addition to the above described incentive measures, there are also deterrence measures as fining the operator that emits volumes of atmospheric pollutants exceeding the limit values established by the legislation, thus encouraging operators to comply with requirements and reduce the emissions. There are also a number of other “negative” stimulation tools that envisage the penalties and administrative responsibility for breaching the requirements stipulated in the provisions of legal acts. Yet such regulatory measures represent “enforcement dimension” and require strict compliance, therefore cannot actually be perceived as voluntary mechanisms, stimulating shift towards environment-friendly entrepreneurship.
Reputational incentives
As to the presence of tools that provide possibility for companies to choose environment-friendly operation in return receiving a status of environment-conscious enterprise, there are few mechanisms operational in the Republic of Belarus. Such mechanisms are based on the idea of promotion of the ecological status of the enterprise or the produced product. 
The first mechanisms to mention in this respect are related to eco-labelling. There are three eco-labelling-related systems operating in Belarus:
· ISO (СТБ ИСО) 14020-2003 “Environmental Management. Environmental Labels and Declarations. General Principles”;
· ISO (СТБ ИСО) 14024-2003 “Environmental Management. Environmental Labels and Declarations: Environmental Labelling Type I, Guiding Principles and Procedures”;
· (СТБ) 1458-2004 “Eco-label. Shape, size and technical requirements”.
Two of the above-listed standards are developed on the basis of international ISO standards; the latter standard on eco-label is a national scheme. The existence of such tools represents a purely voluntary system, based solely on undertaking’s wish to compete in the market bearing the status of environment-friendly production. Acquisition of such status does not guarantee immediate financial benefits, yet, if accompanied with sophisticated system of public education on ecological production, can serve promotional purposes and gain attention of the potential clients.
Without the eco-labelling options, ISO standards have also more general environmental management scheme, which is enshrined in ISO 14001 standard. General issues on environmental certification are regulated by the Law “On Environmental Protection” of the Republic of Belarus (26.11.1992 № 1982 –XII) and technical regulations that establish requirements for the conformity assessment and certification procedures of various objects. Certification of environmental management systems implemented to meet the requirements of ISO (СТБ ИСО) 14001-2005 in accordance with the procedure established by TAP 5.1.05-2012 “National System of Conformity Approval of the Republic of Belarus. Certification of Management Systems. General Principles” is operating in the Republic of Belarus.
Besides the reputational advantages stemming from the introduction of certified environmental management systems, the legislation provides fiscal benefits for undertakings that have implemented the environmental management systems. According to the Tax Code the operator of polluting activity that holds the certificate on environmental management systems has a decreased tax rate for emission of air pollutants, wastewater and for storage and disposal of waste. Such preferential conditions apply for three years since the date of acquiring the environmental certification.
In addition to the more commonly met reputational incentives, as the ones described above, Belarus promotes environment friendly behaviour by organizing a competition for the best auto transport undertaking (in terms of protection of atmospheric air).[footnoteRef:44] The commission composed of representatives from the Ministry of Natural Resources and Environmental Protection, following the results of selection of nominees at municipal and regional levels, selects 1 first prize winner, 2 second prize winners, and 3 third prize winners. Such activities help to disseminate information on importance of environment-friendly behaviour to the general public and also promote particular undertakings, thus stimulating shift towards ecological thinking. [44:  http://www.minpriroda.gov.by/ru/news/p-alignjustifyitogi-6-respublikanskix-konkursov-ekologicheskoj-napravlennosti-podvedeny-v-ministerstve-prirodnyx-resursov-i-oxrany-okruzhajuschej-sredyp_i_1374.html ] 
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Along with the national environmental measures, the Georgian legislation also transposes the requirements of international agreements that Georgia is a party to. The main national legal acts in this respect are – “The Constitution of Georgia”, “The Law of Georgia on Environmental Protection”, “The General Administrative Code of Georgia” and “The Law on Environmental Impact Permits”.
Even though the environmental protection in Georgia is almost solely ensured by means of strict compliance requiring regulative legal acts, some of the incentive mechanisms are established by international agreements, which according to the Law on International Agreements of Georgia, if ratified by the Georgian Parliament have the priority over the national legislation, if they do not contradict to the Constitution of Georgia. One of such examples is Georgia’s participation in the Clean Development Mechanism (CDM) under the Kyoto Protocol. From the three mechanisms defined by the Kyoto Protocol, Georgia, as a Non-annex I party to the UNFCCC, can participate only in the CDM, which encourages Annex I parties to implement emission reduction projects in non-Annex I countries.
Georgia satisfies CDM participation requirements:
· Georgia participates voluntary in CDM;
· Georgia has appointed a CDM “Designated National Authority” (the Ministry of Environment Protection and Natural Resources of Georgia);
· Georgia is a Party to the Kyoto Protocol.
Administrative incentives
The Law of Georgia on Environmental Impact Permit establishes a list of activities subject to ecological expertise in the territory of Georgia, as well as provides legal basis for permitting system, carrying out ecological expertise, when issuing permits and ensuring public information and participation. Yet, there is no gradation of pollution sources (small, big) according to the volume of pollution emitted by separate activities, neither in the Law, nor in any other legal acts. Therefore there is no preferential treatment for less polluting activities in Georgia.
Economic and fiscal incentives
The legislation of Georgia does not entail charges for environmental pollution, with exception of cases, where the fine is imposed for violation of the permit requirements. There is no set charge and the amount of the fines is established for different cases. 
As to the provision of funding to introduction of green technologies or carrying out environment-friendly activities, it is important to mention that the US Government has launched Hydro Power and Energy Planning Project (HPEP) on November 14, 2013. HPEP is USAID’s follow-on project to the Hydropower Investment Promotion Project (HIPP) and will continue supporting Georgia for market-based initiatives to stimulate investments into the hydro power sector. HPEP will facilitate private sector development of hydro power resources of Georgia that are environmentally, socially and economically sound, support Georgia in adopting and implementing the Georgia Electricity Market Model of 2015 (GEMM 2015) developed under HIPP, and help establish an electricity trading mechanism in Georgia and beyond.
Another possibility to attract funding for implementation of projects in the field of renewable energy is through the Georgian Energy Development Fund, JSC (GEDF). GEDF was established in 2010 by the Government of Georgia to facilitate investment in and development of the country’s renewable energy sector. The fund supports inter alia such activities:
· Identification and analysis of potential “greenfield” renewable energy plant development sites;
· Support developing renewable energy project;
· etc.
As it goes to the fiscal measures, Georgia’s Tax Code actually sets an excise tax, which is higher to new vehicles, thus contradicting with emission reduction practices in the transport sector. Namely, in many countries newer, less polluting vehicles are subject to lower tax than older, more polluting vehicles. The excise tax rates are determined as follows according to the age and engine volume of the vehicle:
· 1 year or less: 1,5 GEL/engine cm3
· 2 years: 1,4 GEL/engine cm3 
· 3 years: 1,3 GEL/engine cm3
· 4 years: 1,2 GEL/engine cm3
· 5 years: 1 GEL/engine cm3
· 6 years: 0,7 GEL/engine cm3
· 7-12 years: 0,5 GEL/engine cm3
· 13 years: 0,6 GEL/engine cm3
· 14 years: 0,7 GEL/engine cm3
· More than 14 years: 0,8 GEL/engine cm3
According to the clause 197 of the Georgian Tax Code, alongside the excise tax, vehicles are subject to an import tax. When importing a car, one shall pay 0,05 GEL per engine cm3, as well as an additional 5 % to this initial amount for every year based on the age of the car. Although the import tax stimulates the import of newer cars, the amount to be paid per year of exploitation is very small in comparison with that to be paid for the excise tax.
Reputational incentives
On September 20, 2013 the Ministry of Environment and Natural Resources Protection of Georgia announced a competition – “Georgian Green Business Award”[footnoteRef:45]. The aim of the competition is to motivate the business sector to act in compliance with the environmental and social responsibility requirements. A survey was developed that should be filled out by industry representatives to reveal the winners in the following nominations:  Green business of the year, green service, green practice, green building, green vision, green campaign, and green mobility.  [45:  http://moe.gov.ge/index.php?lang_id=GEO&sec_id=40&info_id=2411 (in Georgian)] 

The legislation of Georgia does not set a legal framework for development of reputational incentives as eco-labelling and there is no system for introduction of ISO 14001 standard in the companies, yet there are some international companies that are certified in accordance with ISO 14001. 
[bookmark: _Toc384307262][bookmark: _Toc387396928]Moldova
Moldova adopted a framework law on Environmental Protection in 1993, which is being revised with a view to aim at convergence with the EU acquis. A set of legislative acts provides a legal basis for access to information, including information on the environment. Further implementing rules are needed on public participation. In the field of air quality, the law on air protection was adopted in 1997. However, current air quality standards need to be reviewed. 
Overall, environmental legislation is in place in many areas but it needs further development. Implementation process is not fully developed or legal requirements are not applied at a sufficient level. More than 20 legal and normative acts (laws, regulations etc.) are in preparation stage, mainly with external assistance. Implementation of an integrated cross-sectoral approach to environmental protection (such as the implementation of integrated pollution prevention and control) is a challenge. Moldova faces difficulties with implementation and enforcement of environment legislation due to limited administrative capacities and financial resources.[footnoteRef:46][footnoteRef:47] [46:  European Neighbourhood and Partnership Instrument, Republic of Moldova, Country Strategy Paper, 2007-2013, European Commission ]  [47:  Implementation of the European Neighbourhood Policy in Republic of Moldova Progress in 2012 and recommendations for action, European Commission Joint Staff Working Document (2013)] 

Yet, the current problem in application of incentive tools in Moldova is mostly associated not with the lack or insufficiently developed legislation and enforcement mechanisms, but with the general political and socio-economic situation in the country, which does not provide encouragement for application of voluntary mechanisms.
Administrative incentives
Currently a number of environmental legal acts are in the drafting stage and the draft versions of many of these acts are available, indicating possible development of national legislation. Among these draft legal acts is the draft Law “On Environmental Protection” (2013), which foresees the integrated environmental authorisation system that, within its provisions, could create incentives for companies to reduce pollution, by differentiating the validity of permits and other administrative issues in accordance with the level of pollution. Though, considering that this system is not yet in force and there are no such measures in place, it is too early to speculate on possible developments in relation to administrative incentives.
At the same time the incentives of administrative nature might also be observed in the case of already binding legislation. The Law “On State Control of the Economic Activities” (2012) (which regulates the state control in all domains, including ecological inspection) indicates, that the inspection can carry out control checks of the operator no more than once during the year (Chapter III, article 14). That has to be a planned control, and the operator has to know in advance about inspection plans.  Also the unplanned control is possible (article 19), but it can take place only in case of existing risks for the environment, and in the case of presence of comparable conditions. Accordingly, such mechanism cannot actually be addressed as an incentive tool, yet it might encourage operators to act in accordance with the legal requirements and avoid creation of situations that might bring about environmental harm in order to reduce the possible administrative burden, which may further result in some penalty imposing measures. 
Economic and fiscal incentives
The abovementioned draft Law “On Environmental Protection” (art. 153-154) establishes the basis for the economic stimulatory instruments for environmental protection. Yet the incentives of economic and fiscal nature are also provided in the current legal framework. Annex 1 of the Law “On Payment for Pollution” (1998) indicates 7 measures/activities for environmental protection, which could be taken into consideration when the payment for pollution is calculated. Though, it has to be noted that in practice these activities are not often taken into consideration, when the charge is being calculated. Annex 2 of the same Law sets the calculation methodology, indicating that:
· For pollution exceeding the allowed limits the payment fee is multiplied by 5;
· For accidental pollution the payment fee is multiplied by 50.
Accordingly, the Law encourages the operators to develop the system that would minimize the risk of pollution to the maximum possible extent, by establishing deterring fine system.
Currently there is no environmental insurance system in place. Draft Law “On Environmental Insurance” was developed by the Ministry of Environment in 2000-2001, but blocked by the governing party and not promoted since then. The current draft of Law “On Environmental Protection” (art. 155) introduces the mechanism of environmental insurance.
As to the system providing special loan and grant programme for establishing environment-friendly businesses or introduction of environmental technologies, in 2001 the intention to establish a 0% loan mechanism from the National Ecological Fund (NEF) was proposed, yet the proposal was blocked by the Ministry of Finance. Grants and loans are mainly provided by donors or banks (EBRD, WB, EIB, etc.). The National Ecological Fund is a public fund administered by the Government. The aim of the fund is to contribute to the environmental protection measures by financing environmental protection activities. The source of means is payments for pollution and environmentally harmful products. The support is allocated in the form of grants and the main domains for the financial allocations are water supply and sanitation, waste management (including toxic wastes elimination), planting activities, awareness and co-financing of external projects, grants and loans. According to the evaluation by independent experts (EU, OECD, UNDP, Expert Group) NEF is political interest driven, not transparent and not efficient in terms of achieving major environmental goals of the country (both in terms of quantity and quality). According to the draft provisions in the draft Law “On Budget for 2014” all extra budgetary funds, including the NEF, will be consolidated in the state budget, as of 2014. Operational procedure of the fund will be revised.
Another option to attract funding for environment-related projects is through the Moldovan Sustainable Energy Financing Facility (MoSEFF)[footnoteRef:48], which was launched by the European Bank for Reconstruction and Development (EBRD) in order to support energy efficiency investments of Moldovan enterprises. Under MoSEFF, the EBRD made a total of € 42 million available for on-lending through local partner banks. To make investments into energy efficiency projects even more attractive, MoSEFF contains a grant component for eligible projects. Depending on the energy savings and CO2 emission reductions achieved, the grant may reach from 5% to 20% of the loan amount. To facilitate and speed-up investments in energy efficiency, MoSEFF provides technical assistance and advice on the optimisation of the energy consumption and supply. MoSEFF's technical assistance is financed by the European Union and is available free of charge for eligible projects. [48:  More about the Moldovan Sustainable Energy Financing facility available at http://www.moseff.org/index.php?id=1&L=1 ] 

Access to funding for energy efficiency related projects can also be acquired through Energy Efficiency Fund, whose main objective is to attract and manage financial resources to finance and implement energy efficiency and renewable energy projects, in accordance with strategies and programs developed by the Government. The funding can also be accessed through the Regional Development Fund (grants for water supply and sanitation, waste management (including separate wastes collection) projects), and EU/UNDP JILDP[footnoteRef:49] and CBM[footnoteRef:50] Programmes.  [49:  Joint Integrated Local Development Programme]  [50:  Confidence Building Measures Programme] 

Reputational incentives
The existing national legislation does not entail any reputational incentives in the field of environmental protection. Yet the present draft of National Environmental Strategy (2014-2023) indicates the need for introduction of such reputational tools as sustainability index, eco-labelling and ISO 14001 scheme. In the case of ISO 14001 system, the draft Strategy also provides the relevant indicators. 
In the period of 1999-2001 an initiative for introduction of eco-label for cleaner technologies was developed by the Ministry of Environment (the label was designed and the Regulation, based on which the label could be awarded, was developed) and the procedure of its registration was initiated, but after the governmental change in 2001 that initiative was stopped and no progress was made since then.
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Pursuant to the constitution of the Russian Federation, environmental protection falls within the joint competence of the Russian Federation and its constituent entities; therefore, Russian environmental legislation is enacted at both federal and regional levels.
The main federal laws regulating environmental protection are Federal Law No. 7-FZ, “On Environmental Protection,” dated 10 January 2001 (the “Environmental Protection Law”), and Federal Law No. 174-FZ, “On Environmental Expert Review,” dated 23 November 1995 (the “Environmental Expert Review Law”).
The Environmental Protection Law:
· sets out the fundamental principles of Russian environmental regulation,
· provides an overall framework for environmental management, and
· imposes general environmental protection requirements related to the construction and operation of various facilities that may be harmful to the environment.
Russian environmental legislation at the regional level comprises various standards and procedures related to environmental permits and approvals that largely fall within the regulations established by the federal laws. In most cases, the regional legislation simply provides additional details with respect to the federal laws rather than sets forth entirely new region-specific regulations.
The right to emit hazardous substances into the atmosphere requires a permit that sets out the maximum permissible emission levels of the applicable hazardous substances. In certain cases (e.g., during the commissioning of a facility), a company may operate under a permit that temporarily allows it to emit in excess of the established maximum permissible emission levels. The air pollution permits are issued by federal or regional authorities, depending on whether the relevant source of pollution is subject to regional or federal environmental control.[footnoteRef:51] [51:  Overview of Russian Environmental Regulation. King & Spalding, 2012, available at http://www.kslaw.com/imageserver/KSPublic/library/publication/RussianEnvironmental.pdf  
] 

When discussing the existing system of incentive-oriented measures in the Russian federation, it is crucial to note, that in the majority of cases there is a legislative basis for such measures. Yet in practice they might not be used as frequently, due to the fact that the entrepreneurs do not see the possible gain from (especially when addressing reputational incentives). According to the indication in the questionnaire, the current system of measures stimulating ecological behaviour by enterprises in the Russian Federation can be divided in three groups:
1. measures are working, but are not characterized as having particular environmental-behaviour stimulating effect (e.g., administrative and fiscal incentives available for operators of polluting activity in the context of permitting system);
2. potentially effective, but do not provide the legal basis and, accordingly, are not suitable for application prior to the development of an appropriate regulatory framework (e.g., ISO standards);
3. proved to be ineffective during trial period of application in different economic conditions and are therefore not subject to prompt re-introduction (e.g., decreased insurance interest rates for environment-friendly undertakings). 
Administrative incentives
According to the current Russian federal legislation, less polluting activities are not treated as a separate group and thus generally are not subject to preferential administrative conditions in the framework of industrial permitting system. However, to some extent the level of ecological control and supervision can be more or less strict depending on a number of factors surrounding industrial object. Without industrial activities subject to specific control (e.g., activities using radioactive materials, explosive materials) the hierarchy of levels of ecological control, depending on the object’s environmental impact, is as follows (using example of emission of pollutants into atmospheric air from stationary emission sources):
· The most stringent federal environmental control, currently not entailing any incentives (as tax deductions), and /or instruments for stimulation of sustainable use of resources, applies to industrial installations, using certain types of raw materials, equipment, producing certain products, characterized by particular industry or territorial affiliation (in accordance with list/criteria established by certain federal legal acts).
· Industrial installations not subject to federal environmental control are regulated by municipal legislation, which can entail incentives or sanctions not foreseen by federal legislation.
· Industrial installation not falling under the scope of above-described systems, are not required to hold industrial pollution permit.
Economic and fiscal incentives
The existing legislation of the Russian Federation sets lower charges for emissions, discharges of pollutants, waste disposal and other harmful activities having effect on environment if they are within the permissible limits. In addition, according to “Instructions and guidelines on charging for pollution of the environment” (approved by the Ministry of Natural Resources of the Russian Federation, 26.01.1993.), the charges for use of natural resources can be decreased, if the undertaking implements environmental protection activities in accordance with the list of environmental measures listed in the annex of the abovementioned document. For example, the decreased charge applies in case of implementation of one of the following technological approaches, aimed towards reduction of the pollution:
· end-of-pipe measures for capture and neutralization of harmful substances from the flue gases from process units and from the ventilation before release into the atmosphere;
· construction of pilot plants and plants for the development of methods for purification of exhaust gases from harmful emissions;
· installation of devices for the recycling of materials from waste gases;
· etc.
Fee for pollution, which exceeds the set limit values, is determined by multiplying the pollution charge rate within the determined  limits by the volume of actual pollution limit exceedance (such as emission of air pollutants, discharges of pollutants into water, volume of disposed harmful waste). The calculated fees for each type of environmental pollution are summed up and multiplied by 5.
Russian legislation does not foresee special loan programme for environmental-friendly businesses or introduction of green technologies. Yet there are some purpose-oriented programmes for regional development or development of particular sectors. In the framework of such programmes the partial subsidizing of loans for establishment of ecological business or introduction of green technologies is available. 
According to the Federal Law of 05.04.2013 N 44 “On the contract system in the procurement of goods, works and services for state and municipal needs”, when evaluating tender proposals the contracting authority considers inter alia the criterion on “ecological characteristics of the tender object”. Accordingly, the Russian Federal legislation sets a basis for green public procurement, which motivates the potential applicants to shift towards more ecological production or provision of services. At the same time it is important to mention that the existence of legal basis does not ultimately mean that the authorities will use the possibility to practice green public procurement.
In addition, when announcing tenders in the sector of natural monopolies, the legislation provides a possibility to sign additional contract on energy efficiency in regards to certain products and services, thus stimulating introduction of energy efficient technologies. 
Another economic incentive envisaged in the Federal legislation is application of decreased interest rates for loans issued for implementation of green projects or establishment of environment-friendly businesses, and for reduction of environmental risks of the insured activity. According to the legislation[footnoteRef:52], when calculating the insurance premiums, the insurer has rights to apply additional reduction factor on the basis of the level of safety at the dangerous object. This level of safety shall be as close as possible to the one applicable to the “green enterprises”. Even more substantial decreases in interest rates can be observed when applying provisions stipulated in the Law “On Environmental Protection”. According to the law, it is possible to introduce mandatory environmental insurance system. This clause provided grounds for adoption of Resolution[footnoteRef:53], which provides that the insurer has the right to recalculate the premium with the application of discounts for the implementation of environmental protection measures that reduce environmental risks of the activity. [52:  The Federal Law of 27.07.2010 N 225 (as amended on 23.07.2013.) “On mandatory civil liability insurance of the owner of a dangerous object for injury resulting from an accident at the dangerous object”]  [53:  Resolution 15-6, adopted in St. Petersburg on 13.06.2000 at the 15th plenary session of the Interparliamentary Assembly of the CIS member states.] 

As it goes to the provision of financing to activities related to environmental protection, there are few mechanisms available in the Russian Federation. The state-wide funding facility, as the one that was available during the operation of Federal Environmental Fund of Russia, is not currently available in Russian Federation; therefore the funding has to be acquired through special programmes. Some of the programmes are aimed towards stimulation of development in particular areas, like territory of Baikal, or sectors – e.g. development of water management in the Russian Federation, but there are also more general programmes  - programme on environmental protection – that provides both, special loans programmes and direct subsidies. Banks, as private institutions, also provide funding or support for implementation of environmental projects, introduction of green technologies etc. Such banks are, for example, Bank for Development and Foreign Economic Affairs (i.e. Vnesheconombank), Eximbank of Russia etc. In addition, the funding can be attracted through a number of international programmes. 
In general it has to be noted that the legal framework of Russian Federation does not specifically address low polluting processes as a separate form of activities, thus there are no economic incentives envisaged specifically for low polluting operations. 
Reputational incentives
Environmental ratings/ indices are actively used in a number of municipalities at regional level. As it goes to the federal level - rankings on transparency of environmental and energy reporting, as well as eco- energy efficiency, technical efficiency and effectiveness dynamics of private undertakings are being published on a regular basis by the Interfax Environmental and Energy Rating Agency[footnoteRef:54]. The leadership in such rankings does not give any preferences secured by the legislation – it serves a reputational purpose and informs public on environmental performance of the undertakings at issue, thus allowing the potential clients to choose the most suitable and/or environment-friendly company. [54:  http://interfax-era.ru/ ] 

Another type of reputational incentives operating in Russia is eco-labelling. There are several instruments regulating eco-labelling, as well as different types of schemes available for producers in Russia. Yet, before turning to a more detailed description of eco-labels, it is noteworthy to mention, that notwithstanding the existence of the system, they are not used widely in the Russian Federation.
The first type refers to labelling regulated by the national standards on marking and labelling of products, which is derived from the international ISO standards, transposing them to national order. These standards governing labelling include inter alia:
· ISO 14020 “Environmental Labelling: General Principles”;
· ISO 14021 “Environmental Labels and Declarations: Self-Declaration Environmental Claims, Terms and Definitions”;
· ISO 14025 “Environmental labels and declarations - Type III environmental declarations - Principles and procedures”.
In addition to the labelling requirements stemming directly from the international ISO standards, there are also other national eco-labelling schemes. Some examples of such schemes are:
· “Vitality leaf”- life cycle eco-labelling programme based on requirements of international ISO 14024 standard; 
	



[image: Description: Ecolabel «Vitality leaf»]
Figure 1: “Vitality Leaf” eco-label

	Criteria for eco-labelling under the “Vitality Leaf” include the following specific areas:
1. The level of environmental pollution.
2. The level of safety for human’s health.
3. The content of recyclable/recycled components.
4. Rational use of nature resources during the product’ lifecycle.
5. Use of renewable resources during the product’ lifecycle.
6. Waste management
7. Using of the best available technologies.



· “Ecological Products” – the certification system that evaluates products for compliance with standards on safety levels set to products for infant feeding;
[image: Description: экологич_этикетка_правильная]
Figure 2: “Ecological Product” eco-label

· “Clear Dew” - “ЧИСТЫЕ РОСЫ” – development of “BIO” direction includes the following aspects: ecological and biodynamic agriculture and natural resources, responsible market of Bio-products, environmental certification, environmental consulting, community for bio-manufacturers, and government support for environmental industry.
              [image: Description: http://www.biodynamic.ru/pics/1253928549.jpg]
Figure 3: “Clear Dew” eco-label

In addition to eco-labelling related ISO standards in the Russian Federation, undertaking can also acquire ISO 14001 “Environmental management” certificate. Yet, taking into consideration that companies do not receive any privileged treatment that would be set by the legislation if they have the certificate, there are less than 500 companies holding certificate in accordance with ISO 14001 standard. The similar situation applies to ISO 14040 (“Environmental management - Life cycle assessment - Principles and framework”) and ISO 14044 (“Environmental management - Life cycle assessment - Requirements and guidelines”).

[bookmark: _Toc384307264][bookmark: _Toc387396930]Ukraine
Environmental policy in Ukraine is based on the several provisions of the Constitution of Ukraine. They are:
· right to ensure ecological safety in Ukraine,
· right of citizens to healthy and safe environment, and
· right to free access to information regarding the environment .
The framework Law On Environmental Protection was adopted in 1991 and has been amended a number of times since then. The Law regulates different relations in the sphere of environmental protection, use and restoration of natural resources, ensuring ecological safety, prevention and abatement of  adverse impact of economic activity on environment, conservation of natural resources, living nature genetic fund, landscapes and other natural complexes, unique territories and objects, connected with historical-cultural heritage. As a follow-up, the Law On Air Protection (1992, new version dated 2001), the Water Code (1995), and Law On Waste (1998) were subsequently enacted to create regulatory frameworks for each of those aspects. 
Regulatory requirements on air emissions are primarily stipulated in the Law On Air protection. Along with the framework legal act – Law On Environmental Protection – it introduces a system of standards and norms governing emission of pollutants from the commercial activity. The focus is on "end-of-pipe" emission treatment rather than on the analysis of the production process as it is and pollution prevention through improvements of production techniques. The law provides for issuance of permits for emission of pollutants into air, wastewater discharge into water bodies, and placement of waste. Such standards identify permissible levels of discharges by companies of particular pollutants and establish a schedule of payments for discharges of pollutants within these established limits.[footnoteRef:55] [55:  Nitsevych, Arthur. Environment Law in Ukraine. April 28, 2009, available at http://www.hg.org/article.asp?id=6264 ] 

In the recent years the attempts were made to amend the legislation and introduce the technique-based approach to environmental regulation. Accordingly, the current legislation is mostly focused on a provision of solid regulatory basis for compliance-requiring provisions for environmental protection, paying less attention to providing a legal basis for introduction of instruments of voluntary nature. Some of the existing and also planned incentives are described in the paragraphs below. 
Administrative incentives
The frequency of environmental inspections for operator performing polluting activity in Ukraine depends on the environmental risk level of the activity at issue. There operator’s activities can be divided in three risk levels – high, medium, and low – which are defined in the legislation. The inspections for high risk activities are carried out not more than once a year, medium risk – not more than once every two years, and for low risk – not more than once every three years. 
Additional administrative measure practiced in the Ukraine is the establishment of a list of activities that produce volume of air emissions exceeding the established values, prescribed in the legal acts. The operators of such activities are subject to reporting obligations in accordance with 2-TP (air) statistical form. 
Economic and fiscal incentives
As to the measures of fiscal nature, according to the legislation the tax is levied on emissions of pollutants into the atmosphere. Environmental tax rates are set depending on the types of pollutants, their hazard class and actual volumes of emissions. Accordingly, the more hazardous is the type of activity and the more pollution is emitted, the higher are the levied tax rates. 
A positive example of fiscal/economic incentives can be found in the Budgetary Code of Ukraine, which foresees that starting with 2013 a part of means acquired through environmental taxes is returned to the operator to carry out special projects on ecological modernization of the undertaking. Ecological modernization encompasses technological modernization, expansion and reconstruction of existing enterprises, in order to reduce the negative impact on the environment through the introduction of environmental technologies. Thus the undertakings carrying out ecological modernization will get back a part of the paid tax (not exceeding the actually paid amount) to invest in the implementation of environmental measures. 
In addition, National Environmental Protection Action Plan for 2011 – 2015 envisages the development of legal framework for introduction of green procurement concept in the procurement procedures. This system departs from the “green public procurement” notion as understood in the EU – the Ukrainian order defines the procedure for the examination, approval and implementation of targeted environmental (green) investments (the projects), and proposals for the implementation of activities related to the implementation of such projects and the implementation of measures for fulfillment of the obligations of parties to the Kyoto Protocol to the UN Framework Convention on Climate Change. Accordingly, the green procurement in the context of the abovementioned Action Plan can be paralleled to the environmental investments.
Goal 3 “Achieving state of natural environment that is safe for human health” of the Law “On Basic Principles (strategy) of State Environmental Policy of Ukraine for the period up to 2020”[footnoteRef:56] envisages the development of legal framework for introduction of environmental insurance system that would be based on determination of possible harm to human health. Accordingly, such system does not explicitly refer to risks of harming the environment, but rather emphasizes the risk of harming human population. Environmental insurance is perceived as a part of civil liability insurance system, finding basis in the fact that the insured facility carries out high risk activities related to probable pollution of environment and harm to the vital interests of third parties in case of the accident.  [56:  Law of Ukraine 21.12.2010 # 2818-VI] 

As to the attraction of financing for implementation of environment-friendly projects or introduction of green technologies, one of the main funding sources is the Ukrainian National Agency for Environmental Investments, which administers the funds acquired from selling the emission units in the framework of ETS of the UNFCCC Kyoto Protocol. The funding covers projects in the field of energy efficiency of social facilities, purchase and installation of heating boilers and modernization of heating systems etc. In relation to funding, it is also important to mention the State Fund for the Environmental Protection, which is a state-administered body, providing funding for implementation of environmental projects and measures related to rational use of natural resources. The activities to be financed are determined in accordance with the objectives set in the environmental programmes and plans. 
Another incentive tool, which is remotely related to the economic incentives, yet is still a meaningful tool stimulating a shift towards environmental entrepreneurship, is availability of consultations and educational events for environment-friendly businesses. There is a number of organizations in Ukraine providing consulting services (for a fee), as well as organizing special educational events and conferences. Taking into consideration that the former type of services are not provided free of charge, they do not possess such a high incentive “value” as they would, if such consultations would be available free of charge.
Reputational incentives
One of the voluntary tools for stimulation of environmental behaviour is introduction of system for eco-labelling that encourages to pay attention to environmental aspects of production not only for producers, but also for consumers. There is a technical regulation in force in Ukraine, setting the requirements surrounding the system for issuing voluntary eco-label. The national UkrSEPRO certificate proves conformity of products with standards and technical rules which are demanded by the government of Ukraine both on voluntary and mandatory basis. For the products that are required to get certificate on a mandatory basis, it is not possible to export and distribute them without such certificate in system.
	[image: Description: http://upload.wikimedia.org/wikipedia/uk/thumb/0/04/UkrSEPRO.svg/220px-UkrSEPRO.svg.png]
Figure 4: “UkrSEPRO” mandatory eco-label
	[image: Description: http://upload.wikimedia.org/wikipedia/uk/thumb/6/63/UkrSEPRO_Voluntary.svg/220px-UkrSEPRO_Voluntary.svg.png]
Figure 5: “UkrSEPRO” voluntary eco-label



As to the other reputational incentives, the necessity to introduce a system of provision of information on environmental “status” of the undertakings (i.e., list of environment-friendly enterprises) has been recognized, yet currently there is no mechanism in place. Introduction of certified environmental management systems (as ISO 14001 or EMAS) is also an issue, as the self-announced management in accordance with environmental requirements cannot be proved and therefore oftentimes is not representing actual situation, thus deceiving the potential consumers.


[bookmark: _Toc384307265][bookmark: _Toc387396931]Available tools and instruments
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The availability of incentive instruments can have a significant impact not only in terms of facilitating the development of environmentally responsible entrepreneurship and living in general, but also indirectly helping the country to comply with international environmental standards and targets (i.e., requirements set in the international treaties ratified by the countries at issue). Based on the information provided in the previous chapters this chapter will outline the possible types of measures that can be adopted in countries at issue. Before determination of country-specific recommendations it is crucial to provide a general overview of applicable incentives, which will be briefly outlined in the following sections. The incentives will be divided in accordance with the possible target groups – businesses and individuals. 
The table with listing of measures will also provide descriptive comments, which outline the nature of the measures at issue, as well as main socio-economic aspects to be considered before implementation of the measure. At the same time a more thorough description of chosen measures will be provided in the chapter on recommendations.
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Businesses, including industrial enterprises, are significant contributors to environmental pollution in general and air pollution in particular. Therefore, when assessing the situation both in Partner Countries and in the European countries, it is not surprizing that major regulatory measures are targeting particularly businesses. Such measures vary significantly, starting with fiscal measures and charges for consumption of natural resources, and ending with sophisticated system for regulation of industrial pollution.
As the focus of this report is to provide recommendations for possible incentives, the available incentive-oriented tools and instruments will be grouped in accordance with their nature (administrative, fiscal and economic, reputational) and listed in the table below. 

Table 2.  Tools and instruments available to business target groups
	Measure
	Comments

	Administrative

	Extended permits for less polluting activities in the framework of industrial pollution permitting system
	The extension of validity of polluting activity permit applies in case the industrial polluting permitting system is in place and permits have to be renewed on a regular basis.

	Reduced inspection frequency for less polluting activities in the framework of industrial pollution permitting system
	The reduced inspection frequency applies in case the industrial polluting permitting system is in place and in the framework of permitting the environmental inspections are carried out on a regular basis.

	
	Economic and fiscal

	Reduced charges for less polluting activities and/or increased charges/taxes/levies for especially polluting activities
	Such measure can be adopted in various ways, considering the specifics of the regulation of polluting activities. A good example in this respect is determination of charges based on the actual levels of pollution (emissions) or risk of harming the environment. In such case the basis for determination of charges has to be set in appropriate legal act (legislation governing pollution, nature resource tax legislation etc.).

	Special loan and grant programme for establishing environment-friendly businesses or introduction of innovative environmental technologies
	Special loan or grant programme can manifest in different systems – the state can ensure the provision of loans to “green undertakings” or introduction of innovative environment friendly technologies with favourable conditions – e.g., decreased interest rates. Also grants and co-financing mechanisms is a valuable motivation tool. Yet the introduction of such mechanism is highly dependent on economic situation or availability of international funding, which can be managed by state bodies responsible for administration of grants. Though it is important to mention that such grants and loans could be also provided from the National Ecological Funds, private funds (including commercial banks) and in the framework of the EU budgetary support programmes.

	Preferred status for environment friendly undertakings/undertakings using less polluting technologies etc. in public procurement procedures (i.e. green public procurement)
	Green public procurement (GPP) is defined as a “a process whereby public authorities seek to procure goods, services and works with a reduced environmental impact throughout their life cycle when compared to goods, services and works with the same primary function that would otherwise be procured”[footnoteRef:57]. The potential of GPP is becoming more and more widely used not only in selected state level but also internationally. Therefore the inclusion of environmental considerations in the tendering procedure would stimulate the development of “green economies”[footnoteRef:58] and mark the government’s commitment to follow sustainable pattern.  [57:  Communication from the Commission to the European Parliament, the Council, the European Economic and Social Committee and the Committee of the Regions “Public procurement for a better environment”, COM (2008) 400, available at http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=COM:2008:0400:FIN:EN:PDF ]  [58:  „[…] UNEP has developed a working definition of a green economy as one that results in improved human well-being and social equity, while significantly reducing environmental risks and ecological scarcities. In its simplest expression, a green economy can be thought of as one which is low carbon, resource efficient and socially inclusive”. United Nations Environment Programme. About GEI, available at http://www.unep.org/greeneconomy/AboutGEI/WhatisGEI/tabid/29784/Default.aspx ] 


	Reduced insurance rates for environment friendly undertakings and technologies
	When talking about environment friendly undertakings, one has to take into account the implication of lower hazard risk level than in case of conventional undertakings (especially relevant for industrial activities/production). The introduction of policy that would stimulate insurance companies to apply reduced insurance rates for environment friendly undertakings would also serve as an incentive tool to shift towards more environment conscious business models.

	Funding schemes for introduction of green technologies, establishment and/or operation of environment friendly businesses 
	Funding schemes can be introduced by government-affiliated bodies, private undertakings and NGOs. Usually such schemes are related to governmental organizations or NGOs. The funding is mostly provided from the resources from nature resources tax payments, environmental pollution fines or participation in international emission trading (in case the country at issue is participating in emission trading). As an example, such funding can be provided on the basis of competition – announcing the possibility to apply for funding in particular fields (e.g., introduction of low-emission technology).

	Free business support services for environment friendly undertakings
	Provision of free of charge consultations for initiators of environment friendly businesses is not only stimulating the shift towards green entrepreneurship, but also decreases the risk of failure, as the potential entrepreneurs would be familiar with the possible risks, legal requirements, as well as future development possibilities and potential funding options. Such business support can be manifested in the form of a business incubator (see next chapter for a more detailed description).

	Voluntary sectoral agreements between government (regions, local authorities) and operators
	Voluntary agreements can be concluded between various sectors and the government. The most relevant example is probably the energy production sector. Such agreements shall have legal basis in legislation, where the most important aspects are set out. Usually the agreements establish quantitative limits – either emission reduction in terms of reduction percentage or limit values that can be more ambitious than the ones set out by legislation. As a motivation to join, the government can provide tax reductions or exemptions, easier access to environmental permits, financial support to undertake certain actions, exemption from the payment for emissions (in the established limits) for a time period, set up in the voluntary agreement, provision of information on energy-efficient technologies, government assistance and training in energy management.[footnoteRef:59] [59:  Bertoldi, Paolo and Rezessy, Silvia. Voluntary Agreements in the Field of Energy Efficiency and Emission Reduction: Review and Analysis of the Experience in Member States of the European Union. Joint Research Centre of the European Union, May 2010, available at http://ec.europa.eu/energy/efficiency/studies/doc/2010_05_jrc_va_study.pdf ] 


	Development of Good agricultural practice guide
	Development of Good agricultural practice guide and dissemination of the relevant information. Agriculture can be a significant source of NH3 emissions; therefore a Good agricultural practice guide setting out the best practices for manure storage and fertilization of lands can stimulate the reduction of nitrate and ammonia emissions. Inspiring from the example of the EU member states, it is possible to make the application of the Good agricultural practice guide mandatory in the specially sensitive territories. 

	Development of Green Industry Guide
	The issue of development of Green Industry Guide can be approached from different perspectives – it can be either sector-oriented, or general, providing the main considerations as possibility to minimize environmental impact using life cycle analysis. After development, the Guide shall be freely available (or distributed) to the industrial enterprises. The measure can also involve training of management staff of the enterprises and facilitation of development and implementation of the Green Industry Declaration (foresees involvement of trade unions).

	Participation in Kyoto flexibility mechanisms
	All of the Partner countries, observed in the framework of the current report, have  an option to participate in Kyoto flexibility mechanisms, yet the scope of available mechanisms differ, depending if the country at issue is Annex I or non-Annex I party[footnoteRef:60]. [60:  From the observed partner countries Annex I parties are: Belarus, Russian Federation and Ukraine. Non-Annex I parties: Armenia, Azerbaijan, Georgia and Republic of Moldova.] 


	Support from World Bank 
	The World Bank provides low-interest loans, interest-free credits, and grants to developing countries. These support a wide range of investments in such areas as education, health, public administration, infrastructure, financial and private sector development, agriculture, and environmental and natural resource management. WB’s financing is available to all partner countries (see Annex 2).

	Support from Global Environment Facility
	The GEF provides grants for projects related to biodiversity, climate change, international waters, land degradation, the ozone layer, and persistent organic pollutants. GEF’s financing is available to all partner countries (see Annex 2).

	Support from Special Climate Change Fund
	The Special Climate Change Fund (SCCF) was established to support adaptation and technology transfer in all developing country parties to the UNFCCC. All Non-Annex 1 countries are eligible to apply.

	Support from European Bank for Reconstruction and Development
	EBRD provides project financing for banks, industries and businesses, both new ventures and investments in existing companies. The Bank also works with publicly owned companies. EBRD’s financing is available to all partner countries (see Annex 2).

	Support from European Investment Bank
	The EIB supports the EU Neighbourhood Policy in the Eastern Partner Countries by financing projects of significant EU interest. This mandate is for projects of significant interest to the EU in transport, energy, telecommunications and environmental infrastructure, and as of mid-2009 has been extended to cover also loans for SMEs via banks in Eastern Partnership countries within the framework of the Joint IFI Action Plan. EIB’s financing is available to Russia, Ukraine, Moldova, Armenia, Azerbaijan, Georgia, and subject to future Council and European Parliament Agreement, Belarus.

	Reputational

	Sustainability index scheme or equivalent voluntary mechanism indicating (or awarding) sustainable (environment-friendly) behaviour of the company, where general public can freely access information on participating companies’ sustainability index
	Development of tool for “measuring” undertakings’ sustainability does not require significant resources. Such tool should be available on a voluntary basis for undertakings to measure, how environment friendly they are, and to provide a possibility for public to get introduced with the environmental behaviour of the relative undertakings. Usually such mechanisms are administered by state-affiliated agencies or NGOs. 

	Eco-labelling scheme
	Eco-labelling schemes are becoming more and more popular in a number of states and regions (e.g., EU eco-label, Nordic Ecolabel). Eco-labels have proved to be a valuable reputational tool, as it immediately indicates that a product or service is environmentally sound, thus allowing potential buyers to make respective choices. Taking into consideration that lately more and more consumers choose to buy ecological or environment friendly products, the development of reliable, approved eco-labelling scheme would serve as a useful incentive tool. Yet the emphasis has to be put on the fact that in the case of absence of any ecological labelling systems in the country, sophisticated informative campaigns have to be carried out in order to ensure the desired effect of the newly-introduced scheme. 

	Environmental management scheme (e.g. ISO 14001)
	Environmental management system (EMS) is described as a “tool that provides organisations with a method to systematically manage and improve the environmental aspects of their production processes; it helps organisations to achieve their environmental obligations and performance goals”[footnoteRef:61]. The countries can choose either to develop a system for application of internationally recognized EMS (like ISO 14001) or develop their own state-specific system. In order to make such system more reliable, it is recommended to establish a basis, for example, developing it as a part of standard, which is administered by an independent body or state-affiliated agency. Adoption of internationally recognized EMS is recommended, as it allows to successfully compete in foreign markets, where green procurement principle is relevant. [61:  What Is an Environmental Management System? European Commission. Environment, available at http://ec.europa.eu/environment/emas/about/enviro_en.htm ] 


	Organization of Green Week/events ensuring possibility for undertakings to take active part (incl. regional and local environmental events and ensuring involvement of regional and local authorities in organizations of such events)
	One of the ways for an undertaking to manifest its commitment to care about the environment is by taking active part in environmental behaviour stimulating activities. This can be undertaken in the framework of state organized Green Weeks, that can contain such events as a Big Clean-up of surroundings, where all of the interested ones can take part, starting with individuals and ending with undertakings, who can not only participate in cleaning works, but also, for example, sponsor the purchase of materials as rakes, shovels, garbage bags, gloves etc.  Another example of possible event topic is “chemical safety”, which  raises awareness on risks related to use of chemicals in production process and the impact of chemical waste. Such event can be generally organized by state or NGO, which would also ensure the subsequent publication of data on participation, results etc.
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In addition to the above-discussed sources of pollution, it is important to remember that rather significant volumes of pollution are directly resulting from the behaviour of individuals. Contrary to the previously described measures, relevant to the business target groups, the measures targeting general population will not be divided in the sub-categories, as some of them are not relevant and such measures can be oftentimes described as a mix of different types of incentives.

Table 3.  Tools and instruments available to individuals
	Measure
	Comments

	Sophisticated informational campaigns oriented on resource efficiency, sustainable consumption, energy saving and environmental-friendly behaviour in general
	One of the main and the first measures to be implemented prior to development of thorough set of environmental incentives is the organization of sophisticated educational campaign and implementation of actions, oriented towards educated the general public on their impact on environment and the ways they can reduce their impact. The use of different media (incl. social media as Facebook, Twitter, blogs, as well as newspapers, TV, radio) is crucial in effective dissemination of information to various target groups. As the environmental-friendly behaviour goes hand-in-hand with resource efficiency and energy saving, the public also has to be informed on ways to save money while being environment friendly. This will serve as a stimulus to shift towards “green living”. 

	Organization of Green events (e.g., Green Mobility, Big Clean-up, Earth Hour), as well as introduction of sustainability principles in other events (e.g. festivals, concerts)
	Organization of Green events is first of all oriented on education of public in relation to particular environmental issues, thus stimulating environmental awareness among different target groups (also businesses – see Table 2). For example, Green Mobility week can promote use of environment-friendlier means of transportation, organizing biking events, making discounts for public transports in the duration of event etc. In the framework of the Green Mobility Week the government/municipality can implement also more tangible measures, like build new biking infrastructure or infrastructure for electro-mobiles. At the same time Earth Hour, which is one of the biggest campaigns in the world, turns attention to energy efficiency and emission reduction. It can also be practiced by both – individual and enterprises, and various informational events can be organized prior and after the Earth Hour. 

	Designation of low emission zones[footnoteRef:62] [62:  “Low Emission Zones (LEZs) are areas or roads where the most polluting vehicles are restricted from entering. This means that vehicles are banned, or in some cases charged, if they enter the LEZ when their emissions are over a set level”. What are LEZs? Low Emission Zones in Europe, available at http://www.lowemissionzones.eu/what-are-lezs ] 

	Low emission zones or environmental zones are introduced with a purpose to improve the air quality in particular territory (usually-part of the city or even the whole city). The emission levels of vehicles are oftentimes tied to the year of production and type of fuel, therefore, prohibition of entry or higher entry charges for old vehicles will serve as a stimulating tool to shift towards cleaner vehicles. Yet it has to be kept in mind that in such case the fiscal system has to support the purchase of new, cleaner vehicles, for example, by lowering tax for new cars/cleaner cars.

	Financial aid to households
	Government can provide financial aid to households that intend to save energy, for example, by improving house’s insulation or acquiring energy efficient appliances, as new boilers etc. The financial aid can be demonstrated by e.g. zero-interest loans or partial financing. Also promotion of installation of solar panels can reduce emissions. Though partner countries have to assess, whether such measure is suitable for their climatic conditions.

	Development of green mobility supporting infrastructure
	Shift to alternative and more environment friendly means of transport can be also stimulated by development of appropriate infrastructure, for example, expanding network of bike paths, providing bike rental services/stands, developing network of public transport, introducing Park and Ride[footnoteRef:63] systems.  [63:  Parking lots with connections to public transport that allow people headed to city centres to leave their vehicles and transfer to a public transport.] 


	Popularization of “ecodriving”
	Appropriate way of driving a vehicle can considerably decrease the vehicle emissions. Therefore inclusion of ecodriving course in the mandatory driving licence acquisition course (e.g. devoting one lesson to learning, how to drive more efficiently) can make fuel efficient driving a habit for drivers, thus increasing possibility of using such driving style on a daily basis.

	Impelling fiscal policy
	One of the ways to facilitate shift towards more environment friendly consumer choices is by establishing the appropriate fiscal policy. For example, decreasing taxes for more environment friendly products and services (e.g. newer vehicles, using heat from green energy sources etc.) and accordingly setting the increased tax rates for more polluting products as old vehicles (some exceptions possible in case of antique vehicles), using fossil fuels for heating/energy etc.

	Promotion of healthy diet[footnoteRef:64] and local food [64:  “According to WHO [World Health Organization] recommendation, a maximum of 2,500 calories a day, and eating 500 g of fruit and vegetables”. Lindqvist, Kajsa. “Great Potential for Changing Behaviour”. Acid News, No. 4, December 2012] 

	It has been widely acknowledged that food consumption patterns can significantly influence the emissions, especially GHG emissions. For example, shift to vegetarian diet or reduction of animal protein intake can have a noteworthy impact on GHG emissions’ reduction.[footnoteRef:65] Also the choice of local food decreases GHG emissions due to lesser transportation distances and thus less vehicle-related emissions. Promotion of healthy diet, decrease of animal protein intake and locally grown products can serve as an important tool stimulating behavioural changes thus reducing emissions influenced by consumption patterns. Healthy diet aspects can also be integrated into school lunch system (i.e. school-based intervention).  For example, promotion of healthy diet and local food can be facilitated by organizing Eco-markets that can be jointly organized by farmers, NGOs, as well as local authorities.   [65:  Faber, Jasper et al. “Behavioural Climate Change Mitigation Options and Their Appropriate Inclusion in Quantitative Longer Term Policy Scenarios”. April, 2012, available at http://ec.europa.eu/clima/policies/roadmap/docs/main_report_en.pdf ] 


	Promotion of installation of thermostats
	Possibility to regulate temperature in the room in conjunction with sophisticated educational campaigns mentioned above, can forward such behavioural changes as lowering room temperature, when leaving the house or optimising thermostat settings lowering the temperature at night thus reducing the use of heating and thus also the emissions associated with the heat production.
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Following the assessments undertaken in the previous stages and described in the previous chapters of this report, the current chapter will provide a set of recommended incentive tools, tailored to the situation of particular Partner Country. The methodology for selection of appropriate tools is based first and foremost on the analysis of already implemented instruments. This consideration is crucial, as the introduction of a number of incentives is conditional on the existence of particular system (e.g., environmental permitting system) or legal basis. 
Explanatory note
The recommendations are separately referring to the measures for business (Ch. 2.1.) and individual (Ch. 2.2.) target groups. In the beginning of the description of each recommended measure a paragraph “relevant to” indicates the partner countries, which, according to the previously acquired information, do not have identical or comparable measure; yet it does not mean that the measure can be used just by the outlined partner countries – it is entirely upon discretion of the relevant authorities to select, which measures are the most relevant in the context of political, economic and social situation in the country at issue. 
In addition, the section “Implementation considerations, constraints” identifies the general possible implementation considerations and aspects impeding the introduction of the discussed measure; though the particular implementation considerations may differ from country-to-country.
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Extended permits for less polluting activities
Relevant to: Azerbaijan, Georgia, Moldova (legal framework in stage of development), Russian Federation, Ukraine
One of the few administrative incentives for shift towards more environment-conscious entrepreneurship is by providing extended permits for less polluting activities in the framework of environmental permitting system. Such incentive can be practiced in case of industrial pollution permitting system (incl., integrated environmental permitting), which foresees renewal of permits on a regular basis. As such renewal may impose additional administrative burden on operator and also is associated with additional expenses, less frequent renewal can stimulate operators to equip their installations in accordance with the clean production principles.
The application of relative principle may be based on various aspects, depending on the system governing the industrial pollution. Options for determining the validity of the permit may be based on:
· The actual levels of pollution;
· Level of risk of the object (also related to environmental pollution);
· Other options (e.g. existence or planned acquisition of additional filters and energy efficient equipment, “green” technologies; use of BATs). 
Implementation considerations, constraints
The introduction of this incentive will require definition of simple and clear criteria to determine whether or not an industrial operator falls under this incentive scheme. The criteria shall be set by national laws thus avoiding interpretation by somebody else (control agencies, inspections, etc.). Key issue for state administration probably will be getting evidence from industrial operators that the installed clean production facilities are used in practice. Additionally, reduction of an administrative burden by this incentive as alone-standing measure will most likely not be sufficient if comparing additional costs of an investment in cleaner technology and benefits from reduction of an administrative burden. Therefore combination with other incentives may be advisable.

Reduced inspection frequency for less polluting activities
Relevant to: Armenia, Georgia, Moldova (legal framework in stage of development)
Following the comparable system as in the case of the above discussed extension of permits, the reduced frequency of inspections can be applied to less polluting activities, serving as an incentive tool. Once again, introduction of such system is possible, if the permitting scheme is operating, and if the holders of permit are subject to the inspections on a regular basis. 
The basis for determination of the inspection frequency might be the same as in the case of the extensions (see listing of bases above). For example, in the case the frequency rate is determined on the basis of level of risk of the object, it can be stated as follows – “for the objects with low risk level, the number of environmental inspections shall be carried out at least once, but not more than twice every five years”. Yet, it has to be kept in mind that such basis can be applicable in case there is a reliable methodology for determination of risk level of the object, which in the best case shall be set in the legislation.
Implementation considerations, constraints
These are very the same as in the case of the incentive on extended permits for less polluting activities. The prerequisite for introduction of this incentive is a sound risk management system supported by reliable databases.
The introduction of this incentive will require definition of simple and clear criteria to determine whether or not an industrial operator falls under this incentive scheme. The criteria shall be set by national laws thus avoiding interpretation by somebody else (control agencies, inspections, etc.). Key issue for state administration probably will be getting evidence from industrial operators that the installed clean production facilities are used in practice. Additionally, reduction of an administrative burden by this incentive as alone-standing measure will most likely not be sufficient if comparing additional costs of an investment in cleaner technology and benefits from reduction of an administrative burden. Therefore combination with other incentives may be advisable.

Reduced charges for less polluting activities and products
Relevant to: Georgia, Moldova (basis for differentiation exists, but practiced rarely) 
Differentiated taxation and charge system can be applied in various ways, considering the specifics of the regulation of polluting activities. A good example in this respect is determination of charges based on the actual levels of pollution (emissions) of or risk of harming the environment by the object at issue. Such approach is an evident manifestation of “polluter pays” principle, which has been recognized on an international level[footnoteRef:66] and is already considered as a customary norm. The basis for determination of differentiated charges and taxes has to be set in appropriate legal act (legislation governing pollution, nature resource tax legislation etc.). Taking into consideration that the majority of the states have appropriate industrial pollution permitting system, which requires operators to report the emission volumes (the extents and coverage may differ) such charges can be calculated on the basis of the volumes of emissions reported.  [66:  “National authorities should endeavour to promote the internalization of environmental costs and the use of economic instruments, taking into account the approach that the polluter should, in principle, bear the cost of pollution, with due regard to the public interest and without distorting international trade and investment.” Principle 16. Rio Declaration on Environment and Development. UN General Assembly, Rio de Janeiro, 3-14 June 1992] 

Differentiated taxation system can be applied not only to industrial installations but also to other objects, like vehicles, batteries and other products with potential of harming the environment. The determination of tax can be based on the potential harmfulness of the product at issue, which can correlate with the list of hazardous substances that is usually found in the legal provisions. 
Accordingly, charges and taxes can be levied either on particular pollutant (e.g. CO2 emissions into air, emissions of lead into water etc.) and product (e.g. batteries, tyres). 
It is possible to interconnect the system with the system on voluntary sectoral agreements (see below), exempting the operators participating in the voluntary agreement system from pollution charges for a fixed period of time.
Implementation considerations, constraints
This incentive will require more administrative efforts from the state authorities and will slightly increase the administrative burden imposed on economic operators. However in case the system is being kept simple the benefits will prevail. The challenge will be to find out an optimum rate of tax both to internalize environmental costs at sufficient level and to promote the economic operator to invest in cleaner (and usually more costly) technologies thus keeping financial benefits over financial costs. This incentive may require combination with other incentives. Prior to introduction of such differentiated taxation and charge system a comprehensive study to find out benefits and costs and to determine an optimum level of rates is advisable.
To demonstrate this, an example from transport is provided. If the state wants to promote less polluting transport and introduces a promotional scheme for electromobility, reduction of CO2-tax only will not be a sufficient measure, it will require reduction or even exemption from other taxes of road transport (road tax or road use fees), adequate (sufficiently high) level of energy tax or excise tax on fossil fuels to keep running costs of an electric vehicle considerably lower than costs of a traditional one. Furthermore, an investment cost subsidy at an appropriate level will be needed as well due to fact that a purely electric vehicle is usually 2 to 3 times more expensive than a traditional one.
It is important to consider, that system governing the determination of charges and taxes shall comply with the objectives promoted by other tools. Contradicting policies will not result in a desired effect and will not play a role of an incentive. 

Zero interest loan for implementation of “green” projects
Relevant to: Armenia, Azerbaijan, Belarus, Georgia, Moldova (project was proposed, but not implemented), Russian Federation, Ukraine
The extent of coverage under the notion of “green” projects and activities can be determined by the state. The government can design a programme which has different financing “strains” setting a fixed budget for introduction of green technologies, nature protection activities, development of environment friendly business (e.g., a line of ecologically produced food). The drafting of a fixed budget can be considered as more appropriate due to several factors:
· The funds can be acquired from payments for polluting activities;
· Fixed budget will allow to plan the expenses and returns;
· Fixed budget would promote implementation of “green” projects in various strains of programme proportionally.
In such case the loans shall be handed out on the basis of competition, so as the best applications receive the loan. In addition, such zero interest loan programme[footnoteRef:67] has potential of promoting other recommended instruments (see further) – like environmental management systems (EMS) and eco-labels. For example, if the applicant intends to open a new production line, he can strive to acquire eco-label, mentioning it in an application, and therefore having a higher possibility of getting a loan, if the aspect of acquiring eco-label or implementation of EMS is set as criteria to earn additional points.  [67:  The programme may be zero-interest or low-interest (with partial interest rate subsidy) as well. Differentiated loan interest rates may be applied upon a project profile.] 

The administration of the loans can be undertaken either by the already existing state-affiliated organization, or by NGO, or specially set-up fund, or in cooperation with commercial lending sector.[footnoteRef:68] [68:  State is a strong and experienced player in “subsidies markets”, but may be weaker player in lending markets. It is reasonable to involve commercial lending sector (banks) into promotional schemes.] 

In addition there is an option that such grants and loans could be also provided from the National Ecological Funds, private funds (including commercial banks) and in the framework of the EU budgetary support programmes.
Implementation considerations, constraints
In financial terms the price of a loan (interest rate) is the price the borrower pays for use of a loan. The loan interest rate depends first of all on macroeconomic framework of the country, the bank’s lending policy and the borrower’s solvency. Cleaner and “greener” technologies are usually more expensive. The higher the loan amount and the higher the interest rate are the larger amount the borrower has to pay to the bank. Thus, the “sum” of financial support from the public sector shall improve financial viability and profitability of the project but not necessarily compensate all extra costs associated with implementation of a “green” project.
Therefore two types of incentives can be considered to facilitate implementation of “green” projects: lending with reduced interest rate or even zero interest rate and / or lending with partial investment cost subsidy. 
The challenge of establishing such a promotional scheme is the institutional set-up and refinancing. Therefore prior to setting up the scheme it has to be decided whether the scheme will be used to promote a relatively small number of projects or a large number of projects. 
For a rather small-scale incentive it is appropriate to create a dedicated financial institution to provide this financial support. The main risk of a small dedicated financial institution is the limited capacity to assess the borrower, therefore it shall concentrate on lending for public sector or achieving some cooperation with commercial lending sector for loans to private sector. In some cases it might be appropriate to provide interest rate subsidy for loans when the public sector (the programme) pays the interest rate or part of it directly to the commercial bank instead of the borrower. Thus incentive is provided by the public sector but the lending risk remains within the commercial bank sector. 
If the promotional scheme will aim to reach a large number of projects it might be appropriate to establish a public development financial institution (a fund or a development bank) and to decide upon close cooperation with the commercial sector. 
To raise sufficient funds, the public sector shall either use the payments for polluting activities or borrow in the capital market. The latter will be required if the promotional scheme is targeted to large number of projects.

Green public procurement
Relevant to: Armenia, Azerbaijan, Belarus, Georgia, Moldova, Russian Federation (legal basis exists, but principle rarely applied in practice), Ukraine (development of legal basis is foreseen)
The concept of green public procurement has been present in the EU already for many years, and is considered to be appropriate tool to promote environment friendly entrepreneurship, as well as tackle a multitude of problems related to environmental pollution. The principle of green public procurement (GPP) can be adopted on different levels:
1. Setting a general legal basis for GPP, mentioning that during the public procurement procedure the government/affiliated institutions covered by public procurement can or have to take into consideration the environmental impact of the product or services at issue;
2. Setting general legal basis and determining the mandatory % of GPP (e.g. 20 % of all public procurement procedures have to be carried out in accordance with GPP principle);
3. In addition developing GPP criteria for different products/services. For example, the EC has developed a set of EU GPP criteria for different products and services.[footnoteRef:69] [69:  EU GPP Criteria. European Commission. Environment, available at http://ec.europa.eu/environment/gpp/eu_gpp_criteria_en.htm ] 

Taking into consideration that GPP principle has been earning more and more important role in the EU, there are many guidance documents intended for policy makers and general public. Good example, and probably the cornerstone in the field of explanatory documents, in this regard is the Handbook on Green Public Procurement[footnoteRef:70], which guides through the process, starting with implementation of GPP and ending with contractual performance clauses after the contract has been awarded. [70:  Buying Green! A Handbook on Green Public Procurement. 2nd edition. European Commission. 2011, available at http://ec.europa.eu/environment/gpp/pdf/handbook.pdf ] 

Yet it is crucial to mention that, when applying a more lenient option, i.e., merely setting a basis that allows using environmental consideration when assessing the contract award criteria, the instrument most probably will not bare the expected results. Accordingly, it is possible to start with setting a voluntary option to exercise GPP for a trial period and then amend the legislation, requiring mandatory GPP either in relation to particular products/services or setting a minimum %, as described in the bullet point No. 2 above. 
Implementation considerations, constraints
Implementation of green public procurement principles after having established the legislative framework will require a considerable number of information campaigns and trainings both for contracting authorities and contractors. Many of the provisions of the green procurement follow the principles of selecting the most advantageous bid. 
It might be advisable to create specific legal acts and targeted handbooks for green public procurements in several sectors – transport, construction, etc. Since the whole project cycle from planning and procuring to implementing and ex-post evaluating the application of the green procurement principles usually takes 2 to 5 years, a long – term vision of such a system shall be created first. 
Creation and implementation of a national strategic plan for implementation of the green public procurement may facilitate coordination between various stakeholders and provide comprehensive data for monitoring the progress.
The core challenge will represent the staff both at contracting authorities and contractors. They have to be trained intensively on practical issues of green procurement selection criteria, contractual issues, planning and assessing life-cycle cost, etc.

Reduced insurance rates for environment friendly undertakings and technologies
Relevant to: Armenia, Azerbaijan, Belarus (in the process of development), Georgia, Moldova (project was proposed, but not implemented), Ukraine (development of legal basis is foreseen)
Taking into consideration that insurance rates are closely tied to the risk factors surrounding the insured object, it is well grounded to incite development of a system, where the owners of “green” businesses and technologies would be able to insure their enterprises and objects at a lower insurance rate. 
Implementation considerations, constraints
The realization of such system may cause some concerns – while it might be easier to implement such reduced insurance rates if the insurance agency is affiliated to the government, it might be more complex to influence the private insurance companies’ sector. The integration of “green insurance” principle in the programmes offered by private agencies can be forwarded by offering information to insurers on types of low risk companies and green technologies, or develop set of indicators that help to determine if the company/technology at issue can be considered as low risk or “green”. 

Funding schemes (i.e. investment cost subsidies) for introduction of green technologies, establishment and/or operation of environment friendly businesses
Relevant to: Armenia, Azerbaijan, Belarus, Georgia, Moldova, Russian Federation, Ukraine
Particularly effective incentive tool for development of green economies and promotion of environment friendly entrepreneurship is the provision of funding for “green” activities and businesses. Such funds and grant programmes can be administered by various types of bodies – government affiliated institutions, NGOs, as well as private companies.
Finances for grants can be acquired through various mechanisms – as a separate position in state budget, finances from environmental fines and tax payments for emissions (e.g., in the framework of environmental permitting system), attract financing from international sources/funds or ETS system (if applicable). The list is not exhaustive and the government can introduce another financing source.
In the case of grants the indispensable element is the “competition”. Namely, the entrepreneur or initiator has to apply for grant, yet, taking into consideration that the funding provides finances that do not have to be returned to the fund, the application conditions have to be rather strict and straight forward. Similar as in the case of loans (described above), also in the situation of funding, the applicants may have to participate in the competition and only the project that prove themselves to be the most innovative/environment friendly/sustainable (depending on the selection criteria) acquire the desired financing. This is due to the fact of unpredictable amount of applications. Furthermore, such system has to establish the monitoring and reporting programme, so as to ensure that the grant is spent in accordance with the set conditions and the project is implemented and operating successfully.
Implementation considerations, constraints
If compared to incentives falling within the scope of Zero interest loans for implementation of “green” projects the incentives of investment cost subsidies nature are easier to design. However, due to the fact that funds are not revolving the government will need to allocate appropriate budgetary funds each year the incentive will be running.
An essential issue when designing an investment cost subsidy scheme is to define targets and indicators to achieve at macro level. When implemented the sum of projects under the scheme shall provide outputs of sufficient level to reach the defined targets. This means that the public sector pays for results achieved and not for activities done. A good example of that can be found under energy efficiency and renewable energy resource programmes. The funding provider requires that the building falling under such a programme is renovated to reach a pre-defined level of energy efficiency and the investment cost subsidy is relative to the annual amount of reduction of GHG emissions.
Another aspect to consider is the existence of already operating funds. Prior to establishing a new funding mechanism, it is essential to screen the available tools indicating the sectors that already have been covered. For example, a number of states already have special energy efficiency and renewable energy resources programmes. Therefore it might be useful to first assess, which environmental issue is the most topical and then either establish a fund that is intended for a specific sector or is open for various “environment friendly projects”. In the case of the latter it might have some separate sections or positions. 

Free business support services for environment friendly undertakings
Relevant to: Armenia, Azerbaijan, Belarus (additional development needed), Georgia, Moldova, Russian Federation 
To encourage the development of “green” undertakings, it is valuable to provide the support at the stage when the business is the most vulnerable. Therefore business incubators help to start up a business and provide such services as networking, access to loans, premises, intellectual property management etc. 
Incubator services are generally available for a particular time, as the goal is to help business to emerge and develop so as it becomes self-sustaining (e.g., in Latvia business incubation services are available for the period of up to 4 years[footnoteRef:71]). There can also be various types of incubators, either covering “mixed-use” projects or oriented towards particular specialty, thus accelerating growth in specific industry, e.g., “environment/clean technologies.[footnoteRef:72] When the emerging businesses apply for incubation services, it is necessary to develop a set of conditions to screen them and be able to check if they fall within the supported specialty and have high potential of being viable.  [71:  Business Incubators. Swedbank, available at https://www.swedbank.lv/en/jaundibinatiem_uznemumiem/biznesa_inkubatori/ ]  [72:  The Value of Business Incubation and Best Practices. National Business Incubation Association. 2010, available at http://icecommittee.org/reports/Tracy_Kitts_Presentation_ICE_Nov_3_10.pdf ] 

As the business incubators have to have sufficient financial resources in order to be capable of supporting an average number of emerging companies (~15 simultaneously), it can be supported through various means. 
About one-third of business incubation programs in Europe are sponsored by economic development organizations. Government entities (such as cities or counties) account for 21% of program sponsors. Another 20% are sponsored by academic institutions, universities and colleges. In many countries, incubation programs are funded by regional or national governments as part of an overall economic development strategy.[footnoteRef:73] [73:  Lesáková, Ľubica. “The Role of Business Incubators in Supporting the SME Start-up”. Acta Polytechnica Hungarica. Vol. 9, No. 3, 2012, available at http://www.uni-obuda.hu/journal/Lesakova_35.pdf ] 

Even though the development of business incubators can be considered as one of the most effective types of start-up consultation support package, the government can introduce a simpler form of support in form of legal and practical consultation, which can be provided under the umbrella of appropriate ministry’s services, municipality’s client services’ office or by the separate government affiliated entity. In such case the consultant provides free of charge consultations in regards to legal requirements for establishing a company, possible financing options and any other relevant information, but not a tangible support, which is provided in case of incubators in form of premises, internet, equipment etc.
Implementation considerations, constraints
One of the core issues is the continuity of the business incubator services. The incubation period of a company usually exceeds normal annual budgetary cycle of the public administration. This requires medium-term or even long-term public sector commitments to fund the incubator services and to keep support package. 
Further, the public administration may discuss the institutional form how the incubators are set up:
· as public bodies;
· as public – private partnership;
· by procuring incubator services to private sector.

Voluntary sectoral agreements
Relevant to: Armenia, Azerbaijan, Belarus, Georgia, Moldova, Russian Federation, Ukraine
Another way of stimulating environment friendly behaviour is by provision of possibility to conclude environmental agreements between the sectors and the government. As it was mentioned in the chapter above probably one of the most common examples of such agreements can be observed in case of the energy sector. Voluntary agreements intended for abatement of air pollution are also relevant for other industries (e.g., chemical industry, glass industry[footnoteRef:74]), which are responsible for considerably high volumes of emissions. [74:  Meulepas, Peter. Voluntary Agreements to Reduce SO2 and NOx Emissions of Power Stations in Flemish Region. 2013, available at http://www.unece.org/fileadmin/DAM/env/documents/2013/air/wgsr_51/5_Reduction_of_SO2_and_NOx_through_a_voluntary_agreement_with_the_Flemish_power_plant_sector.pdf ] 

Such agreements are especially relevant if the country has set quantitative emission targets and has international obligations for reduction of emissions. Usually the agreements establish quantitative limits – either emission reduction in terms of reduction percentage or limit values that can be more ambitious than the ones set out by legislation. As a motivation to join, the government can provide tax reductions or exemptions, easier access to environmental permits, temporary exemption from certain legal requirements, financial support to undertake certain actions, provision of information on energy-efficient technologies, government assistance and training in energy management.[footnoteRef:75] [75:  Bertoldi, Paolo and Rezessy, Silvia. Voluntary Agreements in the Field of Energy Efficiency and Emission Reduction: Review and Analysis of the Experience in Member States of the European Union. Joint Research Centre of the European Union, May 2010, available at http://ec.europa.eu/energy/efficiency/studies/doc/2010_05_jrc_va_study.pdf ] 

Not only the environmental agreements set reduction targets, but also include a number of other commitments. Such commitments can include inter alia energy audits, action plans, and energy management systems. 
Implementation considerations, constraints
The possibility of exercising the practice of voluntary sectoral agreements rely on pre-existence of comprehensive legal framework, which would provide a basis for possible exemptions from legal requirements enshrined in other legal documents (incl., general requirements set in the legislation governing pollution permitting system). The offered incentives (e.g. in form of exemptions) should be sufficiently attractive to operators, so as to incite them to enter into voluntary agreements. 
In addition, the legal framework for formation of associations representing the undertakings of the sector should be present, as the voluntary sectoral agreements are usually concluded between such bodies and the authorities. 

Development of Good agricultural practice guide
Relevant to: Armenia, Azerbaijan, Belarus, Georgia, Moldova, Russian Federation, Ukraine
The concept of Good agricultural practices (GAP) is known in various states as they are advocated not only on a regional level, but also internationally by Food and Agriculture Organization of the United Nations.[footnoteRef:76] Implementation of GAP not only ensures the safety and quality of produce in the food chain, but also is more environment friendly, helping to reduce negative impact on water bodies, soil and ambient air.  [76:  Good Agricultural Practices. Food and Agriculture Organization of the United Nations, available at http://www.fao.org/prods/gap/ ] 

There are several possible ways of approaching GAP implementation issue. If it will be a purely voluntary tool it would embody a reputational measure. Sometimes the implementation of GAP requires rather considerable investments, especially if the programme requires construction of specific manure storages and decrease of consumption of fertilizers. If the example of the EU GAP is followed, some additional considerations have to be taken – for example, designation of particularly vulnerable zones, where the implementation of GAP requirements is mandatory. Yet, taking into consideration that Partner Countries are not bound by the EU Nitrates Directive[footnoteRef:77] they can choose, how to draft the GAP and which requirements to include.  [77:  Council Directive 91/676/EEC Concerning the Protection of Waters Against Pollution Caused by Nitrates from Agricultural Sources] 

In accordance with the EU system, voluntary GAP shall include:
· measures limiting the periods when nitrogen fertilizers can be applied on land in order to target application to periods when crops require nitrogen and prevent nutrient losses to waters;
· measures limiting the conditions for fertilizer application (on steeply sloping ground, frozen or snow covered ground, near water courses, etc.) to prevent nitrate losses from leaching and run-off;
·  requirement for a minimum storage capacity for livestock manure; and
·  crop rotations, soil winter cover, and catch crops to prevent nitrate leaching and run-off during wet seasons.[footnoteRef:78] [78:  The Nitrates Directive. European Commission. Environment, available at http://ec.europa.eu/environment/water/water-nitrates/ ] 

Implementation considerations, constraints
The mere development of GAP is not enough to stimulate a shift towards more environment friendly agricultural behaviour, if the overall state policy is aimed towards promotion of traditional/extensive agriculture. The resistance from the agriculture sector can also manifest in lobby from big fertilizer companies; therefore a strong political stance on promotion of both organic farming and practices enshrined in GAP are of utmost importance when addressing the possibility of introduction of GAP. It can be also derived, that a higher potential of acceptance and successful implementation might be found in countries or areas with predominant smallholder and subsistence farmers. Yet, taking into consideration the environmental objectives of GAP, big extensive farms shall not be disregarded, as they have significant impact on the environment.
Another important issue to consider is the necessity for funding, as the financial support might be needed for implementation of GAP requirements.
In order to avoid possible problems after the GAP has been adopted, it is possible to first implement pilot projects, testing the measures that are to be required in the framework of GAP in order to ensure the implementation of measures most suitable for local conditions. The implementation of pilot projects can be carried out on the basis of competition, offering funding for implementation of projects that are to be integrated in GAP to the beneficiaries working in the agricultural sector.
It is also important to assess existing bilateral agreements with the EU (if relevant) prior to developing GAP.

Development of Green Industry Guide
Relevant to: Armenia, Azerbaijan, Belarus, Georgia, Moldova, Russian Federation, Ukraine
Development of Green Industry Guide (GIG) is an important tool facilitating voluntary sustainable industry development, inter alia encompassing such issues as resource efficient and cleaner production, management of chemicals, as well as water and energy consumption. 
GIG can be approached from different perspectives – it can be either sector-oriented, or general, providing the main considerations as possibility to minimize environmental impact using life cycle analysis. Sectoral GIGs can include measures following the approach provided in BREFs (the Best Available Techniques reference documents), if BREFs have been introduced for particular sector.
After development, the Guide shall be freely available (or distributed) to the industrial enterprises. The measure can also involve training of management staff of the enterprises and facilitation of development and implementation of the Green Industry Declaration (foresees involvement of trade unions).
Implementation considerations, constraints
Similar as in the case of GAP, also the mere development of GIG is not enough to stimulate a shift towards more environment friendly behaviour by addressed undertakings. The actual application of practices encompassed in the GIG document has to be facilitated by creating a supporting state policy, e.g., by providing financial support for enterprises willing to implement GIG measures. 

Participation in Kyoto flexibility mechanisms
Relevant to: Armenia, Azerbaijan, Georgia, Moldova (non-Annex I parties), Belarus, Russian Federation, Ukraine (Annex I parties)
Countries that are bound by the commitments under the Kyoto protocol (Annex I parties) to limit or reduce greenhouse gas emissions must meet their targets primarily through national measures. Yet there are also options to use the flexibility mechanisms included in the Kyoto protocol. Depending if the party is Annex I or non-Annex I party, it can either participate in the Emission Trading System (Annex I party) or use the possibilities under The Clean Development Mechanism (CDM).
CDM allows Annex I parties to implement projects that reduce emissions in non-Annex I Parties, or absorb carbon through afforestation or reforestation activities, in return for certified emission reductions, and assist the non-Annex I parties in achieving sustainable development and contributing to the ultimate objective of the United Nations Framework Convention on Climate Change and the Kyoto protocol. 
At the same time Emission Trading works between Annex I parties. It allows Annex I Parties to acquire units from other Annex I Parties. The revenues acquired though participation in Emission Trading can be used for implementation of environment-friendly projects or financing of relevant activities. 
Implementation considerations, constraints
May vary depending on the project type.

Support from European Bank for Reconstruction and Development
Early Transition Countries Initiative
Relevant to: Armenia, Azerbaijan, Georgia, Moldova, Belarus
The initiative aims to stimulate market activity in these countries by using a streamlined approach to financing more and smaller projects, mobilising more investment, and encouraging ongoing economic reform.
To be eligible for EBRD funding, projects must:
· have strong management
· have strong commercial prospects
· involve significant equity contributions in-cash or in-kind from the project sponsor
· benefit the local economy and help develop the private sector
· satisfy sound banking and environmental standards.
The eligible sectors for each of the countries are described in the Sub-section 1.4.1. of the report.
According to the Factsheet 2013[footnoteRef:79], the Bank will continue to promote small and medium-sized enterprises; strengthen the banking sector to sustain lending to small businesses; and invest in vital services such as water, electricity, transport and communications, while keeping them affordable. 
 [79:  The Early Transition Countries Fund, EBRD, June 2013] 

Implementation considerations, constraints
To consider cooperation in a form of programmes of Zero interest or reduced interest loans for implementation of “green” projects.

Support from European Investment Bank
Relevant to: Armenia, Azerbaijan, Georgia, Moldova, Belarus[footnoteRef:80], Russian Federation, Ukraine [80:  subject to future Council and European Parliament Agreement] 

EIB operations in the Eastern Partnership Countries are carried out in the framework of the European Neighbourhood Policy (ENP). 
The vast majority of EIB’s financing is through loans, but the Bank also offers guarantees, microfinance, equity investment, etc. EIB supports projects that make a significant contribution to growth, employment, economic and social cohesion and environmental sustainability in Europe and beyond. The Bank’s priorities are:
· Supporting the creators of 80% of new jobs (small and medium sized enterprises SMEs)
· Addressing economic and social imbalances between the regions (cohesion)
· Protecting and improving the natural and urban environment (environmental sustainability)
· Promoting innovation through investment in ICT and human and social capital (innovation)
· Linking regional and national infrastructure of transport and energy (Trans-European Networks)
· Supporting a competitive and secure energy supply (sustainable energy)

Implementation considerations, constraints
To consider cooperation in a form of programmes of Zero interest or reduced interest loans for implementation of “green” projects.

Sustainability index or comparable schemes
Relevant to: Armenia, Azerbaijan, Belarus, Georgia, Moldova (proposed in National Environmental Strategy), Ukraine
A system that allows companies to rate their sustainability and environmental behaviour can serve as a good and relatively easily implemented reputational mechanism. The existence of such tool provides a possibility for public to get introduced with the environmental behaviour of the relative undertakings and thus make their choice which company’s products or services to select. 
There are two general options for such instrument. The first option signifies the voluntary approach, meaning that the company has to apply for such assessment itself; yet in the case of second option, the assessment is being carried out for all undertakings that have to submit information on their activities in the framework of the permitting system. 
The former is a purely voluntary tool and can work on a basis of self-assessment – the company fills in the necessary data, receives the results on the basis and decides if it wants the results to be publicly available afterwards. If the assessment is more complex, the provided information is assessed by the selected group of experts, which at the end provide results of company’s sustainability. Such approach mostly indicates that the results are published. Yet it does not mean that public will know all of the details – it can merely suggest that the public will be informed, if the company’s at issue result is “excellent”, “good”, “satisfactory”, etc. Though, considering that this is a purely voluntary mechanism, the undertakings manifesting their will to be environment-conscious have probably comparably good results and have some sustainability supporting measures in place.
At the same time, the sustainability scheme, based on the data provided in the framework of environmental permitting system is not voluntary, yet provides more general data, which does not allow making accurate conclusions on company’s environmental behaviour. In such case it shall not be referred to as sustainability scheme, but “environmental performance index” or have related title.
Implementation considerations, constraints
It is advisable to implement the voluntary scheme by a good reputation NGO (chamber of commerce, commercial bank association, regional business association or similar). First, to implement the scheme there will be a need of private sponsorship even if the public sector allocates public funding and the participating enterprises cover part of the costs through a small participation fee. Therefore a good fundraising capacity of such an organization is essential. Second, to attract large number of participating enterprises and to disseminate the results an organization with good reputation is highly recommendable. As to the participation fee, the fee can be used as a regulatory mechanism of number or profile of participants. The participation fee shall be rather of “symbolic” nature thus keeping doors open for large number of potential participants. However the number of attracted participants should match with the capacity of experts assessing the companies.
If implemented within the framework of environmental permitting system the scheme should be rather with no participation fee and for all companies involved under the system. The key message then will be honouring of best environmentally performed company. This scheme will be very similar when tax authority is honouring their best tax-payers.
Essential is keeping the scheme running for many years continuously thus being able to discover the dynamics on how the sustainability rating and environmental behaviour of the companies changed.

Eco-labelling scheme
Relevant to: Armenia, Georgia, Moldova (proposed in National Environmental Strategy), Russian Federation
Due to numerous educational campaigns and information on environmental impacts of our daily activities, consumers become more and more involved in the reduction of their personal environmental impact. The core idea behind the eco-labelling is that the particular product/services not only fulfil the mandatory requirements, but go beyond that. The introduction of reliable and recognizable eco-labelling scheme, would provide consumers a possibility to make environment-conscious decisions, while purchasing their products/services, and thus stimulate the companies to turn towards more environment-friendly production, as higher demand for eco-labelled products would facilitate the increase in supply of “green” products and services.
It is possible to create a national eco-labelling system or unify and create a regional system, thus encompassing several neighbouring states and promoting competition of green produce not only at national level, but also in neighbouring countries. Notwithstanding the coverage, the scheme has to be administered by an independent, reliable body, which in many cases are state-affiliated institutions, like, for example, State Environmental Agencies. 
In order to ensure the reliability of the system, it is important to introduce unified sector- or product-wide criteria. In such system undertakings would know in advance, if it is feasible for them to apply for the eco-labelling, or sophisticated improvements are necessary prior to application. The criteria shall be applied equitably, therefore it is suggested that an independent, most likely, state-affiliated institutions are responsible for administration of the eco-label. 
Implementation considerations, constraints
Prior to creating a national or a regional system a comparison of benefits of both approaches is preferable. A regional system would benefit the companies being present in international markets (in countries which are supposed to be covered with the regional eco-labelling system). A regionally unified eco-labelling system will ease the entrance of the companies into foreign markets covered by the system. But in the same time implementation of such system will require extensive high-level cooperation among countries. On contrary, a national system might be implemented easier and much faster and the benefits will prevail within the local companies servicing the national market only. Thus the countries with strong export potential to neighbouring countries might prefer a regional system.
The system of eco-labelling goes hand-in-hand with promotion of public procurement, as it allows to freely determine, which product/service is more environment friendly. In the case of absence of any ecological labelling systems in the country, sophisticated informative campaigns have to be carried out in order to ensure the desired effect of the newly-introduced scheme. 
Like in a case of similar incentives (sustainability index scheme, etc.) a good reputation of the agency providing eco-labelling service is needed.

Environmental management systems
Relevant to: Armenia (ISO 14001 exists, yet is not widely used), Azerbaijan (ISO 14001 exists, yet is not widely used), Georgia, Moldova (proposed in National Environmental Strategy), Russian Federation (ISO 14001 exists, yet the wider use between companies focused on national markets shall be promoted), Ukraine
The notion of environmental management system (EMS) can be described as “tool that provides organisations with a method to systematically manage and improve the environmental aspects of their production processes; it helps organisations to achieve their environmental obligations and performance goals”[footnoteRef:81]. It implies a purely voluntary compliance and is oftentimes implemented to indicate that the enterprise is operating in an environmentally sound manner, complying with all of the environmental legislation requirements and oriented towards constant improvement. Implementation and successful operation of EMS also facilitates financial gains, as it is inter alia closely related to resource efficiency. The most popular EMS in Europe are ISO 14001[footnoteRef:82] and EMAS[footnoteRef:83]. [81:  What Is an Environmental Management System? European Commission. Environment, available at http://ec.europa.eu/environment/emas/about/enviro_en.htm ]  [82:  ISO 14001 – Environmental Management. ISO, available at http://www.iso.org/iso/home/standards/management-standards/iso14000.htm ]  [83:  EMAS. European Commission. Environment, available at http://ec.europa.eu/environment/emas/index_en.htm ] 

The particularities of EMS may differ depending on the sector, where it is implemented, yet there are elements common to all of the systems. These operating principles of an EMS follow a “Plan-Do-Check-Act Cycle” (PDCA Cycle):
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Figure 6: Plan-Do-Check-Act Cycle[footnoteRef:84] [84:  What Is an Environmental Management System? European Commission. Environment, available at http://ec.europa.eu/environment/emas/about/enviro_en.htm ] 


The above depicted PDCA Cycle encompasses the main elements of the successful EMS. It can be derived that in order for system to function effectively, it is necessary to establish a basis, for example, developing it as a part of standard, which is administered by an independent body or state-affiliated agency. The “audit” element implies not only internal, but also external, independent auditing, which is to be carried out periodically to ensure that the company is still complying with the requirements, as the legal provisions change along the time.  
It is also important to note that countries can choose either to develop a system for application of internationally recognized EMS (like ISO 14001) or introduce their own state-specific system. Though the adoption of internationally recognized EMS is recommended, as it allows to successfully compete in foreign markets. 
As it has already been described in the chapter on existing situation, some of the Partner Countries have ISO 14001 system in place, yet in most of the cases it is not widely recognized and used. Therefore it is important to mention that an indispensable part of EMS integration in national system is the promotion of implementation of the respective EMS. Credibility and transparency of the system also play a significant role in the popularization of the system, as these aspects are crucial for consumers when deciding whether to rely on particular EMS. Therefore provision of publicly available information on an organisation’s environmental performance is an important aspect of the scheme’s objective.
Implementation considerations, constraints
Like quality management systems based on ISO 9001 standard an environmental management system is industry (market) driven. The implementation of one or of several systems in a company or organization often depends on the market requirements in particular sector or industry. If a company belongs to a supply chain where the customer mandatory requires an evidence of a certified system the company has basically two options – either to introduce the system or loose the market. Due to considerable cost of implementing and independent third party certification of the EMS a purely voluntary implementation is less common. However companies and organizations seeking improvements of their reputation may implement the EMS without a demand from the market. Another driver to promote implementation of the EMS in companies or organizations might be financial benefits arising of better processes and therefore productivity increase after implementation of the system. Implementation of EMS can also be promoted by decreasing administrative burden to operators (under environmental permitting system, IPPC) in case they have operational EMS system in place. 

Organization of environmental events
Relevant to: Armenia, Azerbaijan, Belarus, Georgia, Moldova, Russian Federation, Ukraine 
Active participation in and organization of environmental events not only furthers environmental behaviour, but also serves as a tool that strengthens company’s environmental image. This can be undertaken in the framework of state organized Green Weeks, that can contain such events as a Big Clean-up of surroundings, where all of the interested ones can take part, starting with individuals and ending with undertakings, who can not only participate in cleaning works, but also, for example, sponsor the purchase of materials as rakes, shovels, garbage bags, gloves etc. Another example of possible event topic is “chemical safety”, which raises awareness on risks related to use of chemicals in production process and the impact of chemical waste. Environmental events can be organized on different levels – i.e. on national, regional, or local scale. 
In addition companies can organize public awareness campaigns which are intertwined with practical activities, undertaken by the enterprise, e.g., establishing waste batteries collection point, at the same time promoting use of rechargeable batteries and reduction of hazardous waste. In case of state organized environmental campaigns, the government can make place for involvement by companies, providing possibility to participate and organize specific activities in the framework of the general event.
Implementation considerations, constraints
The requirement of information and publicity measures may be included as a must for beneficiaries of a public funding. Therefore the beneficiary is obliged to disseminate results to the public. Also active involvement of mass media is crucial for effective dissemination of information.
Furthermore to facilitate green ideas, sustainability, etc. the government may introduce a small scale grants scheme for companies, organizations, public sector and NGO’s to stimulate spreading information and demonstrating best practices with respect to environmentally friendly actions and sustainability.
In countries, where above-discussed events are already being organized, it is relevant to talk about the popularization of such events or introduction of new ones.

[bookmark: _Toc384307273][bookmark: _Toc387396939]Individual target group
Informational campaigns
Relevant to: Armenia, Azerbaijan, Belarus, Georgia, Moldova, Russian Federation, Ukraine 
Similar as in the case of business target group, also in the case of individuals the dissemination of information plays a crucial role in promotion of environment friendly behaviour. “Campaigns which remind individuals of the environmentally friendly actions they already perform may motivate them to even more pro-environmental behaviours, new research suggests. If people identify themselves as environmentally friendly, they are more likely to carry out green actions, even in the absence of any incentive.”[footnoteRef:85] [85:  Green Behaviour Encouraged through Strengthened Environmental Self-Identity. Science for Environment Policy. European Commission DG Environment News Alert Service, edited by SCU, The University of the West of England, Bristol. Issue 353, December 5, 2013, available at http://ec.europa.eu/environment/integration/research/newsalert/pdf/353na5.pdf ] 

Accordingly, the dissemination of information on pollution of environment and possible ways to reduce the negative impact by behavioural changes may have impact on both – individuals that are not currently practicing “green” behaviour, and those who are already making environment conscious decisions. 
The educational and informational campaigns can be of different nature. They can be particular problem – e.g., air pollution – oriented, or focus on overall issue of “living green”. Sustainable living modules can be integrated in overall professional education (first level professional education, lifelong learning programmes) system either as a separate subject or more likely – as part of the programme in particular subject area. Such idea can be implemented by development of educational material, which provides modules and explains possibility of integration of such modules in education programme.
Overall, such informative measures are an imperative aspect in a number of other measures that encompass particular activities or introduction of relative environmental schemes, as without being appropriately informed, public can be hesitant in making some pro-environmental choices as buying eco-labelled product or choosing services from undertaking that has introduced EMS.
Implementation considerations, constraints
Introduction of small scale grants schemes at municipal or regional administration level may be advisable. The scheme may target NGOs first of all.

“Green” events
Relevant to: Armenia, Azerbaijan, Belarus, Georgia, Moldova, Russian Federation, Ukraine 
Organization of “green” events is closely tied to the above-mentioned informational campaigns and education of public in relation to particular environmental issues, thus stimulating environmental awareness. For example, Green Mobility Week can promote use of environment-friendlier means of transportation, organizing biking events, making discounts for public transports in the duration of event etc. In the framework of the Green Mobility Week the government/municipality can implement also more tangible measures, like build new biking infrastructure or infrastructure for electro-mobiles.
At the same time the negative aspects of littering are introduced by active organization of and participation in Big Clean-ups. Practical example in this respect is annual “Big Cleanup” carried out in Latvia.[footnoteRef:86] Big Clean-ups, including Latvian “Big Cleanup”, are carried out in the framework of the global “Let’s do it!”[footnoteRef:87] initiative, which started in Estonia and is currently operating also in the Partner Countries at issue. Yet the success of such campaigns, which highly depends on a number of volunteers, relies on timely informational campaigns of sophisticated coverage. Public has to be introduced with the problem and realize why it is important to take a part in solving this problem.  [86:  The Big Cleanup Over All Latvia, available at http://www.talkas.lv/?lng=en ]  [87:  Let’s Do It! available at http://www.letsdoitworld.org/ ] 

Important aspect of “green” events is that they can be carried out on quite a large scale, involving not only actions oriented towards general public, but also participation of business target groups. Involvement of as many interested parties as possible is one of the success factors in organization of environmental events. 
Implementation considerations, constraints
Introduction of small scale grants schemes at municipal or regional administration level may be advisable. The scheme may target NGOs first of all.
In countries, where above-discussed events are already being organized, it is relevant to talk about the popularization of such events or introduction of new ones.

Low emission zones
Relevant to: Armenia, Azerbaijan, Belarus, Georgia, Moldova, Russian Federation, Ukraine
Designation of low emissions zones is becoming more and more common practice all over the world, as it is considered to be an effective way to reduce emissions of air pollutants in particular areas (usually - part of the city or even the whole city). “Low Emission Zones (LEZs) are areas or roads where the most polluting vehicles are restricted from entering. This means that vehicles are banned, or in some cases charged, if they enter the LEZ when their emissions are over a set level”.[footnoteRef:88] In the EU the LEZs are mostly tied to the vehicles’ emission standard – “Euro class”[footnoteRef:89]. [88:  What are LEZs? Low Emission Zones in Europe, available at http://www.lowemissionzones.eu/what-are-lezs ]  [89:  Euro and Emissions Standards. Low Emission Zones in Europe, available at http://www.lowemissionzones.eu/what-are-lezs?showall=&start=4 ] 

It is also important to mention that there are various types of LEZs and a number of possibilities in terms of enforcement and administration. LEZs can operate on the basis if stickers (well-known example is Germany), automatic number plate recognition, manual checks, toll gates etc. Also, as it was already mentioned in the paragraph above, LEZs can either be charge-based or emission-class based. In the case of the latter, the most polluting vehicles (which can be chosen by the municipality at issue) are prohibited from entering the LEZ. Yet in the case of charge-based LEZ, polluting vehicles can enter, but they have to pay high entry charges, which serves as a deterrent. 
Implementation considerations, constraints
Taking into consideration that the emission levels of vehicles are oftentimes correlated with the year of production and type of fuel, prohibition of entry or higher entry charges for old vehicles will serve as a stimulating tool to shift towards cleaner vehicles. Before introduction of LEZ, it is important to undertake an assessment, in order to determine if it is feasible to set a LEZ, as it might impose burden on certain social classes and businesses. Therefore it is particularly important to determine if LEZ is a good solution, and, if it is – what type of LEZ to introduce, what exceptions to apply and how it will impact the local businesses and society. In addition it has to be kept in mind that if the decision to introduce LEZ has been made, the fiscal system has to support the purchase of new, cleaner vehicles, for example, by lowering tax for new cars/cleaner cars in order to avoid conflicting policies.

Financial aid to households
Relevant to: Armenia, Azerbaijan, Belarus, Georgia, Moldova, Russian Federation, Ukraine
As it was already discussed in case of support for businesses, also private households can get financial support for realization of certain environmental protection related projects. The most representative example in such respect, which is being practiced in many countries, is provision of financial aid for energy efficiency projects in residential sector. 
Residential sector is responsible for a rather considerable part of CO2 emissions; therefore one of the ways to minimize the emissions from heating is by implementing energy efficiency projects. Few of the possible solutions are to ensure appropriate insulation of houses or install energy-efficient appliances, which might be a costly activity.
Implementation considerations, constraints
Financial aid measures may vary – depending on the economic situation and budget, it is possible to either partially or even fully finance energy efficiency projects or provide zero-interest loans. Such activities are usually carried out on the basis of competition, as the budget is limited. Oftentimes the priority is given and/or more lenient conditions apply to low income households. The budget for such measures can be acquired through various means, as it has already been mentioned in the section on incentives for business target groups. The sources may include inter alia participation in emission trading, charges and fines for environmental pollution and natural resource tax etc. 
At program design stage the main challenge is to keep the scheme as simple as possible (eligibility of applicants, eligibility of activities and costs, application procedures, reporting, evaluation criteria, etc.).
At program implementation stage the process shall be supported with extensive information campaigns and events both on environmental targets of the scheme and practical project implementation and reporting. Furthermore, even before starting the program design it is advisable to prepare a practical handbook of energy efficiency, sustainable construction, and renewable energy to improve awareness of the public and to train the public. 
Last but not least, implementation of such a programme will require extensive monitoring. 

Green mobility supporting infrastructure
Relevant to: Armenia, Azerbaijan, Belarus, Georgia, Moldova, Russian Federation, Ukraine
Shift to alternative and more environment friendly means of transport can be also stimulated by development of appropriate infrastructure, for example, expanding network of bike paths, providing bike rental services/stands, developing network of public transport, introducing Park and Ride[footnoteRef:90]  or Kiss and Ride[footnoteRef:91] systems (see Figures 7 and 8). The implementation of such measures can be carried out, as it has already been described, in the framework of particular “green” events, or as a separate initiative.  [90:  Parking lots with connections to public transport that allow people headed to city centres to leave their vehicles and transfer to a public transport.]  [91:  A drop-off point, where private vehicles can stop and drop-off (or pick up) passengers, who continue the way using other means of transport – usually public transport, as trains, buses. ] 

	[image: Description: ParkAndRideSignOxford20050910.jpg]
	[image: Description: kiss_and_ride.jpg]

	Figure 7: The sign of Park and Ride in Oxford, UK[footnoteRef:92] [92:  Park and Ride, available at http://en.wikipedia.org/wiki/Park_and_ride ] 

	Figure 8: The sign of Kiss and Ride in Wiena, Austria[footnoteRef:93] [93:  Kiss and Ride, available at http://www.meinbezirk.at/eisenstadt/leute/kiss-and-ride-bahnfahrer-kuessen-besser-d437212.html ] 




The development of appropriate infrastructure alongside the provision of information, serves as a motivation to use alternative means of transportation, as the lack of bike paths and electro-mobiles’ charging stations makes it impossible to practice green mobility options. In addition, even higher effectiveness will be assured if infrastructure measures will be complemented with economic incentives – as provision of subsidies or zero-interest loans for acquisition of electro-mobile. 
As far as it goes to popularization of biking, introduction of 24h bike rental stations, bike sales points and repair shops, alongside development of appropriate infrastructure, will make commuting on bicycles more accessible and attractive. A sophisticated network of bike parking points also plays an important role, therefore ensuring the introduction of bike parking options near educational institutions, public buildings and city centre is recommended. 
Another element relevant for promotion of more environment friendly means of transportation is sufficiently developed public transportation network. This issue is especially topical for rather big cities, where commuting is carried out on rather big distances, therefore biking might be less attractive option for part of the commuters. In such situation a public transportation network shall provide a sophisticated coverage of the territory and in addition such services as Park and Ride, and Kiss and Ride might be introduced. 
Development of infrastructure might be a costly measure, therefore has to be planned thoroughly and taking into considerations long-term perspective, in order to avoid unnecessary expenses. 
Implementation considerations, constraints
The implementation of this recommendation will require extensive transport and spatial planning and infrastructure design tasks before investments take effect. First of all the introduction of green mobility supporting infrastructure will require ambitious system improvement. However, some of these elements may be introduced with success as a pilot projects.
Therefore some key policy areas to support green mobility:
· Introduction / improvement of higher education programmes of transport planning, transport economy, transport infrastructure design and engineering, spatial planning;
· Improvement of transport infrastructure planning and design standards and guidelines;
· Training of practitioners – transport planners, urban designers, spatial planners, transport infrastructure engineers;
· Development of urban and regional mobility plans;
· Implementation of pilot projects and development of guides and handbooks;
· Development of national and local green mobility strategies.

Popularization of “ecodriving”
Relevant to: Armenia, Azerbaijan, Belarus, Georgia, Moldova, Russian Federation, Ukraine
Practicing of “ecodriving” or fuel efficient driving style may cause significant reductions in vehicle-emitted greenhouse gases volumes. For example, in the case of the EU according to the results of the research, the maximum realistic mitigation potential of such behavioural change amounts to 47 Mt CO2 eq. emissions reduction by 2020 (relative to PRIMES/GAINS EU-27 reference scenario projections).[footnoteRef:94] According to the cited research “the potential of applying a fuel efficient driving style is projected to decrease over time due to the deployment of advanced vehicle technologies, which automate eco-driving techniques”[footnoteRef:95]. Though it has to be mentioned that the study observes the scenario of the EU – the development patterns in Partner Countries may vary, therefore the mitigation potential might show different trends. [94:  Faber, Jasper et al. “Behavioural Climate Change Mitigation Options and Their Appropriate Inclusion in Quantitative Longer Term Policy Scenarios”. April, 2012, available at http://ec.europa.eu/clima/policies/roadmap/docs/main_report_en.pdf ]  [95:  Ibid.] 

Even though ecodriving tips can be found in various internet sources, drivers not always show own initiative to research such topics. Therefore inclusion of ecodriving lessons in the mandatory driving licence acquisition course (e.g., devoting one lesson to learning, how to drive more efficiently) can make fuel efficient driving a habit for drivers, thus increasing possibility of using such driving style on a daily basis.
Implementation considerations, constraints
To implement this information campaigns and events are advisable.

Impelling fiscal policy
Relevant to: Armenia, Azerbaijan, Belarus, Georgia, Moldova, Russian Federation, Ukraine
One of the ways to facilitate shift towards more environment friendly consumer choices is by establishing an appropriate fiscal policy. Pro-environmental choices supporting fiscal policy is an important element in success of various other measures, which have already been discussed above. For example, decreasing taxes for more environment friendly products and services (e.g., newer vehicles, using heat from renewable energy sources etc.) and accordingly setting the increased tax rates for more polluting products as old vehicles (some exceptions possible in case of antique vehicles), use of fossil fuels for heating/energy etc. might influence consumers’ behaviour and preferences towards more environment friendly solutions. 

Promotion of healthy diet and local food
Relevant to: Armenia, Azerbaijan, Belarus, Georgia, Moldova, Russian Federation, Ukraine
It has been widely acknowledged that food consumption patterns can significantly influence the emissions, especially GHG emissions, as agriculture is responsible for considerable emission volumes. Therefore such behavioural changes as shift to a healthy diet, which is described by intake of a maximum of 2,500 calories a day, and eating 500 g of fruit and vegetables,[footnoteRef:96] vegetarian diet, as well as choice of locally grown/produced food may have a considerable positive environmental impact. [96:  Lindqvist, Kajsa. “Great Potential for Changing Behaviour”. Acid News, No. 4, December 2012] 

For example, according to the study of behavioural patterns’ impact on climate change, shift to a vegetarian diet accounts for the highest maximum realistic mitigation potential, when depicted as reduction of Mt CO2 eq.[footnoteRef:97] It is followed by a shift to a healthy diet. Also mere reduction of animal protein intake (one animal protein-free day per week) has comparably high mitigation potential.  [97:  Faber, Jasper et al. “Behavioural Climate Change Mitigation Options and Their Appropriate Inclusion in Quantitative Longer Term Policy Scenarios”. April, 2012, available at http://ec.europa.eu/clima/policies/roadmap/docs/main_report_en.pdf ] 

Another measure that can have a considerable impact on air pollution reduction is choosing local and seasonal food and decreasing imports. Transportation of food over large distances is associated with transport-related emissions. The longer the distance, the higher the volumes of transport emissions, be it transported by vehicles, rail transport, or water transport. Therefore, increase of demand in locally grown food and decrease of the imports would also decrease the transportation emissions.  
The problem of such measures lies in a fact that it might be difficult to influence population’s dietary habits. This is first of all rooted in the limited knowledge on possible benefits of shifting to healthy/vegetarian diet; yet the considerable “limiting” factor is also the social aspect, which can manifest in availability of such foods in public places, e.g., restaurants.[footnoteRef:98] [98:  Ibid.] 

Similar as in the case of various other measures, one of the first steps to be undertaken for triggering the behavioural change is the provision of sophisticated information and organization of educational campaigns.  Such campaigns can provide information of all of the aspects of according lifestyles, not only mentioning environmental, but also health related benefits and in case of local food – support to local producers. Additional effective way to change behavioural food patterns is by promoting abovementioned “healthy diet” in schools and other educational facilities.  Such measures would consist of “school based intervention offering healthy diets in school canteens and educating pupils about healthy diets”, which has been proven to be an effective policy based on available empirical evidence.[footnoteRef:99] The same source notes the effectiveness also of such policies as health labels, mass media campaigns to promote healthy diet, and differentiated tax or excise duty (lower tax on fresh fruit and vegetables, higher taxes on fats). [99:  Ibid.] 


Promotion of installation of thermostats
Relevant to: Armenia, Azerbaijan, Belarus, Georgia, Moldova, Russian Federation, Ukraine
Possibility to regulate temperature in the room in conjunction with sophisticated educational campaigns targeting general public and providing information on possible advantages of a thermostat can forward such behavioural changes as lowering room temperature, when leaving the house or optimising thermostat settings lowering the temperature at night thus reducing the use of heating and thus also the emissions associated with the heat production (such as CO2, NOx and SO2, depending on the fuel used for heating).
Implementation considerations, constraints
Actual effectiveness and usefulness of such measure might depend on the situation in each country – incl., climatic conditions, as well as the general public heating policy and trends in use of fuel for heating. 
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Part 1: Existing incentives for improvement of environmental behaviour


	Administrative incentives

	Administrative incentives encourage undertakings to improve their environmental behaviour by providing instruments that provide more flexibility or reduce the burden imposed by the respective legislation. This type of incentives is available to undertakings that are subject to the relevant legislation (e.g. legislation on industrial permits), meaning that, for example, the undertakings that introduce less polluting technologies will have less stringent or more flexible regulatory compliance burden.

	1. Does the national system provide for the following administrative incentives:
	Please list the respective legal acts and/or policies governing the incentives (if there are any)
	Please provide a brief overview of the main legal requirements (or policy measures) regarding the incentives encompassed in each respective legal act (or policy document)

	1.a) extended permits for less polluting activities in the framework of industrial pollution permitting system?
	
	

	1.b) reduced inspection frequency for less polluting activities in the framework of industrial pollution permitting system?
	
	

	1.c) any other administrative incentives?
	
	

	
Additional comments and remarks

	

	Economic and fiscal incentives

	Economic incentives are introduced either through voluntary or compulsory instruments. They stimulate shift towards more environment-friendly behaviour by providing reduced fiscal rates (taxes) or financial support (as well as reduced costs) for undertakings/individuals as a reward for exceeding minimum mandatory environmental standards.

	2. Does the national system provide for the following economic and fiscal incentives:
	Please list the respective legal acts and/or policies governing the incentives (if there are any)
	Please provide a brief overview of the main legal requirements (or policy measures) regarding the incentives encompassed in each respective legal act (or policy document)

	2.a) reduced charges for less polluting activities/use of less polluting technologies?
	
	

	2.b) increased charges/taxes/levies for especially polluting activities?
	
	

	2.c) special loan and grant programme for establishing environment-friendly businesses or introduction of environmental technologies?
	
	

	2.d) preferred status for environment-friendly undertakings/undertakings using less polluting technologies etc. in public procurement procedures (i.e. sustainable public procurement)?
	
	

	2.e) reduced insurance rates for environment-friendly undertakings and technologies?
	
	

	2.f) funding schemes for introduction of green technologies, establishment and/or operation of environment-friendly businesses (indicate if funding is provided for private or public sector/enterprises)?
	
	

	2.g) free business support services for environment-friendly undertakings (e.g. offices providing consultations to start a business)?
	
	

	2.h) any other economic or fiscal incentives?
	
	

	
Additional comments and remarks

	

	Reputational incentives

	Reputation incentives motivate undertakings to choose more environment-friendly behaviour in order to create a reputation as an environmentally conscious undertaking, which in turn ensures recognition among the consumers and general public at large. Usually the information on the undertaking’s choice to be more environment-conscious is provided to the general public in an easily accessible manner.

	3. Does the national system provide for the following reputational incentives:
	Please list the respective legal acts and/or policies governing the incentives (if there are any)
	Please provide a brief overview of the main legal requirements (or policy measures) regarding the incentives encompassed in each respective legal act (or policy document)

	3.a) sustainability index scheme or equivalent voluntary mechanism indicating (or awarding) sustainable (environment-friendly) behaviour of the company, where general public can freely access information on participating companies’ sustainability index?
	
	

	3.b) eco-labelling scheme?
	
	

	3.c) environmental management scheme (e.g. ISO 14001)?
	
	

	3.d) any other reputational incentives?
	
	

	
Additional comments and remarks

	

	4. Assessment of the incentives

	Please select and provide a more detailed description of few of the successful and one or few of the less successful incentives (can be selected from the ones mentioned in questions 1 to 3) introduced in the country. 
· What were the reasons for failure of the incentives that turned to be least successful?
· What were the main success factors of the successful ones?
	

	

	General questions

	5. Please provide a brief description of state affiliated or private institutions in the country providing funding or support for implementation of environmental projects, introduction of green technologies etc. (e.g. State Environment Fund, Environment Investment Bureau etc.)

	Please provide the following information on each fund or entity:
· ownership (public or private) 
· aim and purpose
· funding source (private funds, management of donor financing, State budget, etc.)
· type of financing (grants, loans, etc.)
· type of financed measures
	

	6. Is the country a party to any bi-lateral environmental agreement with neighbouring country? (If no, please go to Q 7)

	Please list the bi-lateral environmental agreements in the field of cooperation for environmental protection, exchange of information, transfer of knowledge on “green technology”.
	

	Please describe the incentives (e.g. administrative and/or economic and fiscal) introduced by the country to comply with the requirements of each agreement (either it is encompassed in the provisions of the agreement or provided in the implementation plan of the country at issue). 
	

	7. Multilateral environmental agreements (i.e. treaties, conventions)

	Please describe the introduced incentives in order to stimulate compliance with multilateral environmental agreements (might also be encompassed in implementation plans).
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World Bank’s Country strategies
Armenia
The World Bank Group’s Country Partnership Strategy (CPS) for 2009 -2012, extended until 2013, is anchored on two strategic objectives: addressing vulnerability (for the short-term) and strengthening competitiveness for post-crisis growth (for the long-term).
In addition to investment projects and analytical work, the World Bank has proposed a series of three annual Development Policy Operations (DPO) to protect the poor and support greater human capital development, and to improve competitiveness by encouraging better governance and fostering a more favorable investment climate.
Azerbaijan
Two pillars of Bank’s strategy in Azerbaijan are: strengthening the non-oil economy and improving the effectiveness of social and community services. The former will be achieved through better business environment, better infrastructure and agriculture improvements, while the latter will be achieved by overhauling health, education, social protection and water supply.
The Bank, therefore, is modifying its approach in many ways. It will focus on completing the implementation of existing projects, and only consider new ones where there is a strong track record of institutional capacity. The Bank will also lean towards more analytical work and policy dialogue.
Belarus
In the period from 2013 through 2017, the World Bank Group’s assistance to Belarus will be concentrated in three areas:
· Increasing competitiveness of the economy by supporting structural reforms, including reducing the role of the state, transforming the state-owned enterprises sector, and promoting private and financial sector development and integration into the global economy.
· Improving quality and efficiency of public infrastructure services, use of agricultural and forestry resources and increasing global public goods benefits.        
· Enhancing human development outcomes through better education, health and social services.
Georgia
The Country Partnership Strategy (CPS) for financial years 2010-2013 was approved by the Board in September 2009 with newly planned IDA/IBRD lending of about US$ 396 million for fiscal years 2010-2013. The strategic objectives of the CPS are: to meet post conflict and vulnerability needs, and strengthen competitiveness for post-crisis growth.
Moldova
The World Bank's Country Partnership Strategy (CPS) for Moldova for 2009-2012 focuses on three strategic priorities:
· Improving economic competitiveness to support sustainable economic growth;
· Minimizing social and environmental risks, building human capital, promoting social inclusion;
· Improving public sector governance.
A mid-term progress report in June 2011 found the strategy to be on track and extended it to 2013.
Russia
The Country Partnership Strategy (2012 – 2016) will support Russia's efforts to (i) increase growth and diversification through better management of public finances, improved investment climate and innovation, stronger financial sector, better infrastructure, and more effective protection of the environment; (ii) expand human potential by strengthening skills and social services through improvements in education, health, and social protection; (iii) deepen Russia's global and regional role related to its aspirations as a donor and the provision of global public goods; (iv) and improve governance and transparency through more accountability and better service standards in public administration, procurement, and financial management.
Ukraine
The World Bank's Country Partnership Strategy for Ukraine for 2012-2016 is targeting implementation issues by aiming to strengthen the relationships between the state, citizens and business.
The first pillar focuses on improving public services, enhancing sustainability and efficiency of public finances, and promoting a more transparent and accountable use of public resources.
The second pillar focuses on improvements in the business climate and the promotion of domestic and foreign investments, as well as competitiveness and job creation.

Available Global Environmental Facility (GEF) financing for the specific countries 
Armenia
Since joining the GEF, Armenia received GEF grants totalling USD 30.1 Million that leveraged USD 110.7 Million in co-financing resources for 24 national projects. These include nine projects in climate change, six in biodiversity, four in persistent organic pollutants, two in multi-focal areas and two in land degradation. Similarly, Armenia participated in six regional and global projects financed by the GEF totalling USD 83.5 Million that leveraged USD 107.7 Million in co-financing resources. These include two in climate change, one in multi-focal areas, one in international waters, one in biodiversity, and one in persistent organic pollutants. 
Additionally, the GEF Small Grants Programme (GEF SGP) which started in Armenia in 2009, has received financial support totalling USD 1 Million leveraging USD 2.03 Million in co-financing resources for 27 projects executed by civil society and community-based organizations. 
During the current GEF-5 replenishment period (July 2010 – June 2014), Armenia received an indicative allocation to formulate and execute projects for USD 1.5 Million in biodiversity, USD 2.3 Million in climate change, and USD 4.1 Million in land degradation. 
Azerbaijan
Since joining the GEF, Azerbaijan received GEF grants totalling USD 27.9 Million that leveraged USD 50.6 Million in co-financing resources for 14 national projects. These include four projects in biodiversity, three in climate change, two in ozone layer protection, two in persistent organic pollutants, two in multi-focal areas, and one in land degradation. 
Similarly, Azerbaijan participated in 10 regional and global projects financed by the GEF totalling USD 34.9 Million that leveraged USD 132.1 Million in co-financing resources. These include five projects in international waters, two in ozone layer protection, two in persistent organic pollutants, and one in climate change. 
During the current GEF-5 replenishment period (July 2010 – June 2014), Azerbaijan received an indicative allocation to formulate and execute projects for USD 1.5 Million in biodiversity, USD 6.5 Million in climate change, and USD 3.4 Million in land degradation. 
Belarus
Since joining the GEF, Belarus received GEF grants totalling USD 34.4 Million that leveraged USD 89.3 Million in co-financing resources for 19 national projects. These include six projects in biodiversity, six in climate change, three in multi-focal areas, two in persistent organic pollutants, one in land degradation, and one in ozone layer protection. 
Similarly, Belarus participated in 12 regional and global projects financed by the GEF totaling USD 155.9 Million that leveraged USD 452.5 Million in co-financing resources. These include four in international waters, three in multi-focal areas, two in ozone layer protection, one in biodiversity, one in climate change, and one in persistent organic pollutants. 
Additionally, the GEF Small Grants Programme (GEF SGP) which started in Belarus in 2004, has received financial support totalling USD 3 Million leveraging USD 3.6 Million in co-financing resources for 84 projects executed by civil society and community-based organizations. 
During the current GEF-5 replenishment period (July 2010 – June 2014), Belarus received an indicative allocation to formulate and execute projects for USD 1.5 Million in biodiversity, USD 9.5 Million in climate change, and USD 0.5 Million in land degradation.
Georgia
Since joining the GEF, Azerbaijan received GEF grants totalling USD 27.9 Million that leveraged USD 50.6 Million in co-financing resources for 14 national projects. These include four projects in biodiversity, three in climate change, two in ozone layer protection, two in persistent organic pollutants, two in multi-focal areas, and one in land degradation. 
Similarly, Azerbaijan participated in 10 regional and global projects financed by the GEF totalling USD 34.9 Million that leveraged USD 132.1 Million in co-financing resources. These include five projects in international waters, two in ozone layer protection, two in persistent organic pollutants, and one in climate change. 
During the current GEF-5 replenishment period (July 2010 – June 2014), Azerbaijan received an indicative allocation to formulate and execute projects for USD 1.5 Million in biodiversity, USD 6.5 Million in climate change, and USD 3.4 Million in land degradation. 
Moldova
Since Moldova joined and applied for grants, it received GEF grants totalling US$ 28,751,770, leveraging US$57,087,108 in co-financing resources for 18 national projects. These include six projects in biodiversity, six in climate change, and two in international waters, one in land degradation, two in persistent organic pollutants and two in multi-focal areas. 
Similarly, Moldova has participated in nine regional and global projects financed by the GEF totalling $36,042,816, leveraging US$387,411,396 in co-financing resources. These include one project in persistent organic pollutants and eight in international waters. 
During the current replenishment period (GEF-5), from July 2010 to June 2014, Moldova has received an indicative allocation to formulate and execute projects for US$1,500,000 in biodiversity, US$2,000,000 in climate change and US$4,880,000 in land degradation. As of march 2012 (latest available data), there are projects awaiting for Council approval for US$4,879,050 in land degradation. 
Russia
Since joining the GEF, Russia received GEF grants totalling USD 311.8 Million that leveraged USD 2.1 Billion in co-financing resources for 52 national projects. These include 18 projects in climate change, 15 in biodiversity, nine in multi-focal areas, four in ozone layer protection, three in international waters, and three in persistent organic pollutants. 
Similarly, Russia participated in 26 regional and global projects financed by the GEF totalling USD 111.2 Million that leveraged USD 567.4 Million in co-financing resources. These include 16 in international waters, four in multi-focal areas, three in biodiversity, two in climate change, and one in ozone layer protection. 
During the current GEF-5 replenishment period (July 2010 – June 2014), Russia received an indicative allocation to formulate and execute projects for USD 24.3 Million in biodiversity, USD 87 Million in climate change, and USD 8.1 Million in land degradation. 
Ukraine
Since Ukraine joined and applied for grants, it received GEF grants totalling US$63,769,005, leveraging US$208,717,264 in co-financing resources for 15 national projects. These include seven projects in biodiversity, seven in climate change, two in ozone depleting substances, one in persistent organic pollutants and two in multi-focal areas. 
Similarly, Ukraine has participated in 23 regional and global projects financed by the GEF totalling US$129,757,670, leveraging US$524,904,391 in co-financing resources. These include two projects in biodiversity, one in climate change, 17 in international waters, two in ozone depleting substances and one in multi-focal areas. 
Additionally, the Small Grants Programme that started in Ukraine in 2010 has received financial support totalling US$1,490,466, leveraging US$3,880,428 in co-financing resources for 32 projects executed by civil society and community based organizations. 
During the current replenishment period (GEF-5), from July 2010 to June 2014, Ukraine has received an indicative allocation to formulate and execute projects for US$1,500,000 in biodiversity, US$22,460,000 in climate change and US$2,990,000 in land degradation. To date, there are projects awaiting Council approval for US$991,062 in biodiversity, US$3,507,207 in climate change and US$1,140,081 in land degradation.

EBRD Country strategies 
Armenia
The EBRD’s current country strategy was approved in May 2012. The EBRD’s key priorities for the three-year strategy are to develop the financial sector and improve access to finance, especially for MSMEs, to improve municipal and urban transport infrastructure, and to develop agribusiness and high value-added industrial companies – in particular through identifying investments in industries with export potential. A further priority is to support the development of sustainable energy and mining, potentially through the provision of energy efficiency credit lines for industrial and residential users, supporting investments in renewable generation capacities and regional energy infrastructure, and bankable mining projects with high standards of environmental and social protection.
Azerbaijan
The EBRD’s strategy for Azerbaijan was adopted in December 2010 and identifies five key strategic priorities. In the enterprise sector, focus will be given to developing the non-oil sector through investments. In the financial sector, the Bank will prioritise promoting further competition and consolidation, as well as foreign investment, and assisting in the development of new financial instruments such as mortgage financing, leasing and energy efficiency credit lines. It will also support the development of microfinance, particularly in the regions, and promoting the expansion of the non-bank financial sector. Other key areas for the EBRD include supporting infrastructure development, promoting transparent procurement practices, instilling commercial discipline and improving financial transparency and institutional governance. The Bank’s Small Business Support (SBS) Programme will provide advisory services to companies in the country. A new country strategy will be developed by the end of 2013.
Belarus
In March 2013 the EBRD adopted a new three-year country strategy for Belarus. Like the preceding strategy, the EBRD will continue to calibrate the scope of its activities in response to developments in the country measured against political and economic benchmarks. The main focus of the strategy is the EBRD’s continued support for private sector development both directly by investing in corporates across all sectors of the economy and indirectly by providing credit-lines to our partner banks for on-lending to small and medium-sized companies. The EBRD aims to be a catalyst to attract foreign investment and know-how. It will also continue to provide businesses with access to advisory services through its Business Advisory Services (BAS) Programme and its Enterprise Growth Programme. In the infrastructure sector, the EBRD will focus on private sector projects and on municipal projects with a strong environmental impact that improve the lives of the people of Belarus and are conducive to sector reforms nationwide.
Georgia
Priorities for 2013 and onwards will continue to focus on private sector investment, further modernising the energy sector and helping to transform Georgia into a regional economic hub. The Bank will also support the new Georgian government’s priority of making growth more socially inclusive. The Bank will cooperate closely with other international financial institutions and multilateral and bilateral partners, including the European Union, in its operations as well as through policy dialogue to enhance its leverage and maximum transition impact in Georgia.
Moldova
Priorities for the EBRD’s operations in Moldova over the strategy period (2010-13) focus on activities in the infrastructure, financial and corporate sectors and policy dialogue. The Bank will support the rehabilitation and modernisation of the country’s infrastructure, both transport and municipal, with particular emphasis on tariff reforms and improvements in procurement practices. In the financial sector, the Bank will provide debt and equity financing to both existing and new clients and promote improvements in corporate governance and the transparency of shareholding structures. It will also support measures for facilitating local currency lending. The corporate sector is to be developed by backing the growth of existing companies and supporting new investments in the country including energy efficiency investments. The EBRD will also undertake policy dialogue on the business climate with authorities and the business community, in close coordination with other IFIs, and continue providing Small Business Finance Team assistance.
Russia
The overarching strategic priorities of the EBRD in Russia are diversification, modernisation and innovation, support for the private sector and regional development. As outlined in the country strategy for Russia (2013-15), energy efficiency will be an integral part of the EBRD’s activity in the country. The Bank aims to address the demand side of energy use by reducing waste of energy and greenhouse emissions in all sectors, which are important to support corporate competitiveness and to combat climate change.
Ukraine
A new country strategy for Ukraine was approved by the EBRD in 2011 and will run until 2014. During the post crisis economic recovery period the Bank aims to focus on addressing the key transition challenges in line with the government’s reform programme, in close coordination with other international financial institutions (IFIs) and bilateral donors. The principal sectoral areas of focus for the EBRD will be energy, enterprises, infrastructure, the financial sector and capital markets. A key goal for the EBRD is to work with the National Bank of Ukraine to facilitate the ability of IFIs and others to lend in local currency and thereby facilitate access to a wider range of competitive funding for local businesses.
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