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GLOBAL .ENVIRONMENT FACILITY 
PROPOSAL FOR PDF BLOCK B AND C GRANTS 

Country: Regional Focal Ares: International Waters 

Project Title: Development of a Self-Sustaining Mechanism to Ensure the 
Environmental Management of the Black Sea (project development 
phase). 

Amount of Fundfng 
Requested: US $49,000 

Co-funding: Governments and OEF/BSEP PCU in kind 

Requesting Agency: IJNDP 

Block B: yes Block C: no 

Black A grant awarded: No 

The Black Sea has been referred to as the world's most heavlly degraded regfonal sea. 
Partly due to GEF support, a number of policy and legal tools have been ratified by all six Black 
Sea coastal countries and a medium/long-term environmental action plan is currently being 
developed. These agreements and actions will Iink all aspects of managing the marine and coastal 
environment, particularly through the control of land-based sources of pollution, control of 
shipborne or shipderived waste, restoration of coastal biodiversity reserves (including wetlands) 
and the proper management of renewable natural resources. A multi-scctoral approach has 
already linked governments, cmergfng private sectors and grassroots public participation 
organizations (NOOs), 

As the OEF-BSEP gathers momentum and generates wider Interest, however, a new and 
imminent danger to the overall process is emerging. The implementation of newly ratified legal 
and policy agreements requires a sustainable mechanism of regionally-based financial support 
which does not rely upon haphazard voluntary contributions. Thus, although the Convention for 
the Protection of the Black Sca Against Pollution (Bucharest Convention) is fully ratified, the 
Contracting Parties are unable to implement it as they lack a financial mechanism for sustaining 
its Secretariat. Similar problems are emerging with the nascent fisheries convention and sjmilar 
agreements on wetlands. 
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This problem -- the financing of commons management regimes -- has dogged regional 
programmes worldwide. It is thus a problem of global dimensions. Who is to apportion and 
finance the incremental costs of commons management? 

The objective of a proposcd new component of the on-going OEF project Environmental 
Management and Protection of the Black Sea will be to conduct a detailed examination of the 
feasibility of establishing a Black Sea Environmental Pund (BSEF), which would represent a 
sustainable source of finance for addressing environmental problems of regional and global 
significance. Such a fund would be self-sustaining, managed regionally and a hture source of 
capital for environmental investments. It is intended that this new regional fund be financed 
primarily through economic insttvments applied on a nation-by-nation basis across the region. 

Such a funding mechanism was not planned at the time the initial project was approved, 
but it has since emerged as an innovativc posslble solution to the crucial problem of financing. 
The purpose of the fund will be to ensure the financial sustainability 'of  the Black Sea 
Environmental Programme by providing a source of financial support for activities and 
investments dealing with issues of international concern. Such issues represent the incremental 
elements of the ongoing programme, i.e., the commons issues which cannot be dealt with by any 
single state. 

This new concept of economic instrument-based regional environmental funds, for the 
Black Sea and beyond, has rcccntly been given widespread support in a number of fora. The 

f=- idea was first put forward at the Black Sea Economic Cooperations Ministerial Conference on 
Environment and Developmenr, in Tbilisi, Oeorgia in September 1994. Following the 
encouraging reception given to the proposal, both at the Tbilisi meeting and at subsequent 
meetings of the BSEPs National Coordinators Contact Group and Steering Committee, it was 
decided to develop a pragmatic proposal demonstrating how the jdea could be applied by the six 
countries sharing the Black Sea environment. 

An April 1995 meeting of the BSEPs environmental cconomlcs expert group1, which 
includes representatives of a11 Black Sea coastal countries as well as outside experts, 
unanimously concluded that the BSEF proposal was promising and worthy of hrther 
investigation. These findings were in turn considered by the first meeting of the Black Sea 
(Istanbul) Commission, held in Varna, Bulgaria from 2-5 May. As a result, the interim financial 
rules of the Commission, which were approved by this meeting, included the following 
statement: Within this period [1995-981, it is planned that the Contracting Parties shall establish 
a Black Sea Environmental Fund, which would serve as the primary source of financing the 
implementation of the Convention. These rules shall therefore be revised upon the establishment 
of such a fund. 

Finally, the regional fund concept has successtblly been brought to the global stage at the 

' ~ e e  OEP Black Sen llnvirot~mncnlnl Prognmmc. Apdl 1995. *8nvtronmantal &0nomlcr~xpn  Oroup, Tochnfcal Suharoup on 
Bnvironn~mu) Plnanclng: Meetine on Ellcahtirhing a Black Sea Envlronmonul Pund. Summary Report" 
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Conference on Funding and Institutional Issues for the Washington Action Programme on 
Protection of the Marine Environment from Land-based Activities (Rio de Janoiro, 18-20 June 
1995). This irnpo1-tan1 independent preparatory meeting for the alobal Action Programme (to 
be adopted at Washington in OctoberINovember 1995) recommended that innovative, sustainable 
funding mechanisms such as national and regional environmental funds, should be adopted based 
upon appropriate economic instruments, in the medium term. Thus, the proposal has already 
demonstrated the potential to bccome a model for future regional funds in other parts of the 
world, 

The proposed new projcct component will review and assess the following issues relating 
to the establishment and operation of the proposed fund: 

m Sources; Potential sources of revenue considered by the above Expert Group 
meeting included transport levies on shipping, user fees on tourism, natural resource 
extraction fees, a bonding scheme for hazardous materials and fisheries fees. Each of 
these as well as other potential economic instruments will be examined In detail. 

w -t Issues; The question of how programmatic priorities, as well as specific 
projects, will be identified and developed will be addressed. In order to begin identifying 
programmatic priorities from a regionallglobal perspective, the work will link closely 
with the ongoing Black Sea Environmental Priorities Study (BSEPS)2. In particular, the 
analysis will attempt to draw a dislinction between Investments with primarily national 

P benefits and investment!: justified from an intemational/global perspective. Ensuring the 
implementation of the transboundary component of the regional strategy outlined by 
BSEPS and the Black Sea Action Plan is expected to be the guiding theme of the Black 
Sea Environmental Fund. 

. . Major tasks related to Fund 
management will include managing the project cycle and supporting elements in the 
programme cycle, as well as providiw political endorsement to the operation of the 
Fund, i.e., making and endorsing strategic and disbursement decisions, assisting 
enforcement of payment obligations, ctc. Two basic organ~zational stmctures necessary 
to accomplish the above tasks are a management body and a supervisory body,' The 
organisation and roles of each will be examined. In addition, the relationships between 
a BSEF, the Black Sea Commission and an eventual Black Sea Fisheries Commlssion 
need to be worked out. 

In each of the abovc arcas, close attention will be paid to ways of transferring the 
important and analogous expcricnce gained in many countries, particularly in Eastern Europe, 
in the management of national environmental funds. 

a ~ r r e n r l y  under Implcmentatlnt~. I)SP,PS Is dosign4 to plovldo pollcy-maken. donon, lnternntbnal flnnndng Inotihtilonr and, 
ptdanllally. fbnd managers with a ~tralcgic frntircwork - b a 8 d  on rigomuc a8seaamenr nf m o m l c ,  lncludlna cnvlronniontnl. wrir and benefits - 
for deci~ions concerning lnve~tmentlr and other uctlon8 whlclr cm help lo improve Black Sea envlronmoninl qusllty. 
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Funds available under the requested PDF grant would be utilised to conduct an in-depth 
consultative process with governments of the re~ ion ,  and to prepare a project brlef which will 
be submitted to the next meeting of the GEF Council, for funding of the new component. 

The consultative process will begin with a mission. to be undertaken by PCU staff, to 
each of the six participating countries, aimed at broadening the process of national consultation 
which is already underway. A onc-day think-tank will be organised in each country, participants 
in which will be representativcs of relevant ministries, including those of Environment and of' 
Finance. Participants are also cxpected to Include, wherever possible, World Bank country 
office representatives. Indeed, the active support of the World Bank, particularly given its close 
contact with Ministries of Finance, is considered essential to eventual success in establjshing the 
Fund. 

Following the mission, a consultant will be engaged to prepare the findings into a draft 
project brief. The draft brief will be considered and finalised during a wrap-up meeting, which 
will Include the six national coordinators, as well as representatives of the three OEF partner 
agencies. The resulting project brief will be submitted to the next GEF Council for approval 
as an add-on component of the ongoing project. . 

1. ' Misslon reports from the six Black Sea countries. 

2. Consolidated review of priorities for a new GET) Black Sea project component with the 
specific objective of instituting a self-sustaining mechanism to ensure the environmental 
management of the Black Sea. 

3. A project brief (approx. 10 pages) for submission LU LUG GEF Council. 

IV. 

1) It is important to stress the global relevance of the programme as it will operate as a pilot 
study for a unique new mechanism which attempts to achieve the operational sustalnabjlity of 
a regional environmental progtaamme. The existing bodies and institutions are not able to 
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provide the necessary financial means to deal with the protection of a common good from a 
transboundary perspective. 

2) The proposed new project component is also directly relevant to priority goals of the 
International Waters programme, namely: 

control of land-based sources of pollution; 

control of shipborne or ship-derived waste; 

restoration of coastal biodiversity reserves (Including wetlands); and 

the proper management of natural renewable resources. 

Finally, the project is of direct relevance to the implementation of the Biodiversity 
Convention and hence the biodiversity component of GEF. 

V. Level S v ~ o r t  

Inputs From participating countries: 

a) Full logistical support for the missions, including the provision of an interpreter where 
necessary. 

Inputs born the Black Sea PCU' 

a) Logistical support with the organization of the missions and the wrap-up meeting. 
b) Services of selected staff for carrying out the missions, 
c) Provision of supporting documents basal upon the existing project. 

VI. 

The on-going GEF projcct Environmental Management and Protection of the Black Sea 
(REW93/031, US $9.3 million) has been fully operational since 1993. These funds are 
committed on specific activities, as described in the project document agreed upon in 1993, for 
a three-year period ending in May 1996. It helped to generate the larger multi-donor BSEP 
programme of over $30 million, including cost-sharing technical cooperation and investments 
from the World Bank, the Dutch Ministry of Transport, Public Works and Water Management, 
Canada's IDRC, the European Dank for Reconstruction and Development, France, Norway and 
Japan. However, these funds are dedicated to very specific activities linked to the agreed 
on-going programme, 

'pleane note hat thlc rstivlfy i s  nclt contemplated wlthtn the wpo dl the cxlatlng Project Documont bul I# conducted BI U)e roquon 
of tlie Oovommonts Involved. 

f -- - 5 -  
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This new request for GEF support was endorsed by the official representatives of the 
participant countries at the Second Meeting of the Steering Committee of the GEF Black Sea 
Environmental Programme in December 1994, 

1. Staff of the Black Sea Programme Coordination Unit will visit the Ministries' of 
Environmental Protection of the six Black Sea countries in order to conduct high-level 
discussions on the programme elements described in the introductory sections above. A 
consultant will then assist in preparing a consolidated overview of the missions findings 
and a draft project brief (in a format approved by the GBF Council). 

2. A meeting of the six National Coordinators would be held in order to review the 
documents prepared above and to subscribe to a joint submission to the GEF Council for 
further support. The meeting would include representatives of all three GBF partners. 
The major donors would also be invited as observers to this meeting. 

The project will be implemented by the Black Sea PCU through UN-OPS with the active 
participation of RDEC/UNDP. 

The urgency of action is to ensure that the current momentum and evident splrit of 
cooperation shall continue and shall be sustained on a regional basis. It should be stressed that 
the actions outlined above were not contemplated within the OEF Black Sea project as originally 

m formulated. , 

39. Congonmnt ~oa.1 16,000 16,000 . 
53.  Miecsll~neour 3.000 3 ,000 
(carnmunicationr, reporting, 
a tc )  

9 9. ORAND TOTAL 49,000 4s. 000 


