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1. INTRODUCTION  

1.1 Purpose of the Scoping report 

1. This paper aims at briefly reviewing current national and international initiatives on green growth in 

countries of Eastern Europe, Caucasus and Central Asia (EECCA), and related opportunities for the EAP Task 

Force. The development of this paper was requested by EAP Task Force Bureau members at their last meeting 

in January 2010 as a background for discussions on the contribution that the EAP Task Force could make to 

promoting green growth in EECCA. The paper is not a stand-alone product: it will be integrated into a report 

that the EAP Task Force Secretariat is preparing as input to the Astana Ministerial Conference in 2011.  

1.2 Green growth and the catalyst role of environmental policies 

2. The interest in adopting a greener, environmentally-oriented model of growth originates in concerns 

about the scarcity and increasing prices of natural resources, the costs of past patterns of development, and 

aspirations for better quality-of-life beyond material wellbeing. Lately, green growth has received high-level 

political support (at least in OECD countries) because of its potential to support short-term recovery from the 

global economic crisis while, simultaneously, laying the ground for low-carbon, resource-efficient and 

socially inclusive economies in the longer term. From an economic point of view, the pursuit of green growth 

requires structural changes to increase the share of “cleaner” industries, goods and services and to stimulate 

new job creation, as well as efforts to improve the environmental performance of “traditional” industries.  

3. Transition to green growth implies action by a range of governmental and non-governmental actors. 

Environmental policies have a catalyst role in this process. Policy analysis and environmental policy reform 

are necessary to remove barriers to green growth, establish an adequate incentive framework, understand and 

manage undesirable effects, and measure progress. In many respects, the green growth agenda overlaps with 

that for sustainable development. An important difference is that Economics and Finance ministries have 

greater ownership of green growth strategies, at least in OECD countries; sustainable development strategies 

were often owned primarily by Environment ministries. 

4. As concerns financing of green growth projects, it is likely that most of it will come from private 

sources. Public funding (and official development assistance) can play a major role in stimulating private 

sector investment, either through lending facilities or by removing institutional barriers that hold back 

investments and slow progress. 

5. Though green growth is relevant to all countries, the policies and approaches used to anchor this 

new model in everyday behavior will have to be tailored to specific regional and national circumstances and 

stages of development. The choice of such policies and approaches, and their mixes, may be influenced by a 

number of factors, for instance the weight put on environmental wellbeing, market conditions (e.g. the share 

of informal economy or the maturity of financial markets), or specific governance conditions (e.g. weak 

capacity in policy design or implementation).  
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1.3 OECD work on a green growth strategy 

6. Against the background of the most severe financial and economic crisis in decades, the 2009 

Meeting of the OECD Council at Ministerial Level addressed key policy responses to restore financial 

stability and sustainable long-term growth. In the Ministerial Conclusions paper, the ministers committed to 

ensuring that the economic recovery and future economic growth be consistent with sustainable development 

and endorsed the Green Growth Declaration. The Declaration underlines the long-term horizon of green 

growth: according to ministers, “green growth will be relevant beyond the current crisis”, welcomes OECD 

work at the interface of economic and environmental policies and calls on OECD to deliver a Green Growth 

Strategy by 2011.  

7. The Strategy will need to elaborate specific tools and recommendations to help governments to 

identify the policies that can help achieve the most efficient shift to greener growth. It will develop a 

framework to help ensure that green growth policies contribute to greater economic integration, technology 

co-operation and reduced pressure on scarce environmental resources. It will highlight the importance of 

ensuring that green growth policies are not a source of increasing green protectionism. The Strategy will also 

examine how OECD countries can better support green growth in transitional and developing economies, 

among others, by strengthening development cooperation.  

8. An interim report, prepared by OECD in 2010, suggests the key elements that a green growth 

strategy may include, as follows: 

 Approaches to overcome the policy barriers to green growth, such as the reform of environmentally-

harmful subsidies and inefficient regulatory interventions, the removal of barriers to trade in 

environmental goods and services, and strengthening policy coherence; 

 Policies that can facilitate transformation, including the correct pricing of environmental goods and 

services, measures to foster green technologies, innovative financing mechanisms and policies to 

move towards greener consumption and production patterns; 

 Measures to address social impacts of the transition to green growth; 

 Policies to smooth the transition, including the adjustment of labour market and training policies to 

facilitate the reallocation and re-skilling of labour towards greener activities;  

 Direct public investments in “smarter” infrastructure (e.g. public transport, water supply and 

sanitation, sound waste management); 

 International co-operation for green growth, including for financing global public goods (climate, 

biodiversity), enabling pro-poor green growth, addressing potential leakage or competitiveness 

effects of policy action, and developing and transferring green technologies; 

 A new framework for identifying gaps and measuring progress towards green growth, based on the 

development of green growth indicators. 

9. For these policy interventions to be effective and efficient, they need to be coherent across a wide 

range of economic sectors and policy areas: agriculture, industry, transport, energy, water, tourism, territorial 

development, consumer and social policies, etc. The reform process will, therefore, require coordination 

among competent authorities horizontally and at different levels of public administration.  
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2. THE OVERALL CONTEXT IN EECCA 

10. Between 2005 and 2007, the EECCA countries generally enjoyed stable economic growth, with 

most spectacular results being achieved in Azerbaijan, where the economy grew at an average rate of 28.6%, 

followed by Armenia with an average rate of 13.6%. The Kyrgyz Republic exhibited the lowest growth rate in 

this period, with an average rate of about 3.8%. It has to be mentioned that the economic decline that affected 

the region starting in 1990 was such that the region as a whole did not recover to the 1990 level of real output 

until 2004. Although the level of income is different across the region (see Table 1), EECCA countries have a 

relatively similar commodity-based economic structure and are largely dependent on natural resources. For 

many of them, economic development and poverty eradication is on the top of the agenda eclipsing other 

goals. The very intense but uneven economic development in the region has happened against the background 

of on-going state building, and, in exceptional cases, armed conflicts. One of the major obstacles to growth 

has been the quality of governance. 

Table 1. Classification of EECCA countries according to income 

Group GDP per capita Countries 

Low-income economies USD 995 or less Kyrgyz Republic, Tajikistan 

Lower middle-income economies USD 996 to 3 945 Armenia, Georgia, Moldova, Turkmenistan, 
Ukraine, Uzbekistan 

Upper middle-income economies USD 3 946 to 12 195 Azerbaijan, Belarus, Kazakhstan, Russia 

Source: The World Bank, 2009.  

11. EECCA countries were hit badly by the global economic and financial crisis. The average GDP 

growth in the East European and Caucasus group of countries collapsed from 8.3% in 2008 to -8.0% in 2009, 

a remarkable 16.3% change in one year. The downturn in 2009 resulted in this group of countries suffering the 

most severe economic decline in the world, with a contraction of a whole order of magnitude greater than the 

global one (the global GDP fell in 2009 by an estimated -0.8%). The Central Asian countries were less 

exposed to the global financial and economic turmoil, possibly because of a lower degree of integration into 

the global economy and more conservative strategies of domestic banks. Today, the objective is to avoid 

another “lost decade”. Some analyses suggest that many EECCA countries will recover to the 2008 level of 

output only by 2013, losing half a decade of growth (World Bank, 2010).  

12. As concerns environmental matters, twenty years after the breakup of the Soviet Union, the 

consequences of economic and environmental mismanagement of that time continue to influence the 

environmental policy agenda. Although the magnitude of industrial pollution was reduced, all countries still 

face a combination of “old” pollution control and nature conservation problems, as well as more recent 

challenges linked to natural resource management, and energy and resource efficiency. At the same time, 

EECCA countries are highly vulnerable to the impacts of climate change (World Bank, 2009).  

13. Though the costs of policy inaction on environmental challenges are still poorly quantified in 

EECCA, such costs may be impressive. For instance, a recent World Bank study (2008) suggests that the costs 

of environmental damages in Tajikistan accounted for 9.5% of its GDP in 2006. The highest damage is from 

land degradation, the cost of which accounts for 3.7% of the GDP followed by natural disasters (1.6% of 

GDP), and then costs due to inadequate water supply, sanitation and hygiene (1.5% of GDP). The cost of 

indoor air pollution and associated health risks is about 1% of GDP. Other costs are related to rangeland 

degradation, urban outdoor air pollution, lead poisoning and deforestation. A valuation study conducted by the 

World Bank in the mid 1990s in Moldova (OECD, 2000) resulted in estimated costs of environmental 

damages of a similar order of magnitude. 
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3. GREEN MEASURES IN NATIONAL RECOVERY PROGRAMMES AND STRATEGIES 

3.1 National recovery programmes 

14. In 2008-2009, a majority of EECCA countries developed high-profile government programmes that 

are either directly dedicated to anti-crisis measures or contain development strategies in the context of 

economic recovery. These programmes particularly emphasise structural changes in the economy with an 

increasing support for SMEs, infrastructure development (where roads are a priority), and innovation. In some 

countries, agriculture and industry also received support as part of the recovery packages.  

15. The financing of anti-crisis programmes relied on various sources. Oil- and gas-rich countries used 

significant fiscal and external surpluses accumulated from hydrocarbon exports. Georgia received massive 

international aid to stimulate economic recovery. Because of a very narrow fiscal space, several other 

countries, including Armenia, Belarus, Moldova, and Ukraine had to strongly tighten fiscal discipline and 

appeal for support from the International Monetary Fund and other development partners. 

16. Many recovery programmes include elements related to green growth (Table 2), although none 

present comprehensive or coherent strategies for the greening of the countries’ economies. The most 

prominent green growth-related aspect is energy efficiency
1
. Other sectors that are addressed include 

renewable energy, water supply and sanitation, sustainable agriculture, cleaner production, and waste 

management.  

Table 2.  Presence of green growth aspects in anti-crisis programmes in EECCA countries 

 Energy 
efficiency 

Renewable 
energy 

Transport 
infrastructure 

Sustainable 
agriculture 

Water 
supply 

and 
sanitation 

Waste 
management 

Cleaner 
production 

Armenia Yes Yes Yes Not explicitly Yes .. .. 

Azerbaijan .. .. .. Not explicitly .. .. .. 

Belarus Yes .. Yes Yes .. .. Yes 

Georgia .. Yes Yes Yes .. .. .. 

Kazakhstan Yes Yes .. Not explicitly Not clear Yes .. 

Kyrgyzstan Yes .. Yes Yes Yes Yes Yes 

Moldova Yes Yes Yes Yes Yes .. Yes 

Russia Yes .. Yes Not explicitly .. .. Yes 

Tajikistan .. .. .. Not explicitly .. .. .. 

Turkmenistan .. .. .. .. .. .. .. 

Ukraine Yes Yes .. Not explicitly .. .. .. 

Uzbekistan Yes Yes Yes Not explicitly Yes Yes Yes 

Source: National recovery programmes (see References).  

17. Energy efficiency is listed among government priorities in Armenia, Kazakhstan, Belarus, 

Kyrgyzstan, Moldova, Russia, Ukraine, and Uzbekistan. For example, the “Programme of Anti-crisis 

Measures of the Government of Russian Federation for 2009” lists resource and energy efficiency among the 

top five policy priorities and stipulates the implementation of energy efficiency programmes and projects at 

                                                      
1
 According to the UNECE (2005), the energy efficiency market in EECCA could potentially reach EUR 200 billion. 
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the regional and local levels. The “Programme for Stabilisation and Recovery of the Republic of Moldova for 

2009-2011” envisages energy audits of office and residential buildings as a starting point of a large 

programme to cut energy losses.  

18. At the same time, recovery programmes include projects with a potentially high environmental 

impact, such as building road infrastructure. In some countries, e.g. in Azerbaijan, subsidies to agricultural 

producers are envisaged. In this regard, a careful environmental assessment should be made at the project and 

programme levels, as well as analysis of environmental implication of subsidies should be carried out.  

3.2 Longer-term strategies: Sectoral priorities 

19. Three sectoral elements of green growth enjoy longer-term government priority in many EECCA 

countries: energy efficiency, renewable energy and sustainable agriculture. Investments in environmental 

infrastructure, particularly in water supply and sanitation, are also considered to be a crucial element of 

economic development. Waste management is mentioned among priorities in Moldova, Kazakhstan and 

Uzbekistan. Public transport is hardly a matter of priority, though its environmental impact is on the rise. 

Other green growth-related aspects are rarely considered in EECCA government strategies. 

20. Belarus seems to be the most advanced in the region in pursuing energy efficiency policies (Box 1). 

In an effort to reduce its dependence on imported energy, the government of Belarus has placed high priority 

on increasing energy efficiency. According to the World Bank (2010), its role in designing and enforcing a 

comprehensive policy on energy efficiency is one of the main reasons behind the remarkable reduction in the 

amount of energy consumed per unit of production. 

Box 1. Improving energy efficiency in Belarus: A success story  

Between 1996 and 2008, energy intensity in Belarus decreased by almost 50%. The main elements of this success story 
include the following: 

o Sustaining political commitment on the part of the government. The first national energy efficiency programme —

the National Programme for Energy Savings to Year 2000 — was approved in 1996. It was followed by the second 
national energy efficiency programme, for 2001–2006, and the third, for 2006–2010. The Law on Energy Savings was 
introduced in 1998. 

o Establishing energy efficiency institutions with a clear mandate. A Committee for Energy Efficiency was 

established in 1993 with a mandate to develop and implement the energy efficiency improvement strategy. This 
committee evolved into the Energy Efficiency Department of the Committee of Standardization, which has pursued a 
number of country-wide educational campaigns. 

o Allocating adequate financial resources to implement energy efficiency measures. The financing of energy 

efficiency measures increased from USD 47.7 million in 1996 to USD 1,213.9 million in 2008. Over this period, total 
investments in energy efficiency amounted to about USD 4.2 billion. 

Source: The World Bank (2010), Lights Out? The Outlook for Energy in Eastern Europe and the Former Soviet Union. 

21. Some other countries made progress in this domain. Chiefly, the Russian Federation adopted in 

November 2009 the “Federal Law on Energy Conservation and Increasing Energy Efficiency”. It requires, 

among others, the introduction of energy efficiency labelling for technologies and consumer products, energy 

efficiency standards for buildings as well as for products and services procured by the government, energy 

conservation measures in residential buildings, and energy audits for industrial and commercial facilities. 

However, implementing regulations under this law have yet to be promulgated.  

22. The promotion of renewable energy is a priority in at least half of EECCA countries. Moldova’s 

government programme “European Integration: Freedom, Democracy and Welfare” for 2009-2013 calls for 

increased investment in renewable energy production to implement the “Law on Renewable Energy” (adopted 

already in 2007). The Georgian government in its programme “Georgia without Poverty” for 2008-2012 
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declares its goal to generate most of the country’s electricity by means of hydropower. Armenia, in a similar 

programme, particularly emphasises hydropower as a source of rural energy supply.  

23. In EECCA, decades of intensive agriculture have led to widespread problems of land productivity 

and water losses and pollution. Lately, the promotion of sustainable agriculture has become a matter of 

government priority and efforts in several countries. Despite the fact that government programmes in all 

EECCA countries call for a further increase in the effectiveness of the agricultural sector, only few of them (in 

Belarus, Georgia and Moldova) propose specific actions in respect to sustainable agriculture. Moldova’s 

example is one of the most illustrative: organic agriculture has been identified as a new field for development, 

reflecting a potential for high quality organic products as well as a new area for commercial and private sector 

involvement within the overall development of the agricultural and rural sector of the country. Following the 

adoption of the 2005 Law on Organic Agriculture and Food Products, a thematic programme was developed 

in 2010 to facilitate the implementation of this Law. The programme foresees an important increase of the 

share of organic agriculture for export and the domestic market. In Moldova, policies supportive to market 

demand resulted in a notable increase of land under organic agriculture from 168 ha in 2003 to 32 102 ha in 

2009. Several other countries, e.g. Belarus and the Russian Federation, intend to align their product policies in 

the agricultural sector with the requirements and demands on the European Union’s market.  

3.3 Strategies for transition to a low-carbon economy 

24. The information on specific initiatives to develop strategies for low-carbon economies is scarce. 

However, at least two countries launched the development of such strategies: Kazakhstan (in January 2010) 

and Moldova (in July 2010). The launch of the strategy development is a high priority in Kazakhstan and 

happened at a meeting involving the Prime Minister. In both countries this work is part of their commitments 

under the United Nations Framework Convention on Climate Change (UNFCCC)
2
 and is facilitated by the 

United Nations Development Programme. Considering lessons learned from these two and possibly other 

strategies of the same type can help countries to better understand the dynamics of stakeholder interaction, in 

addition to the illustration of the necessary policy analysis and specifics of national-level policy mixes and 

scenarios of their implementation. 

3.4 Implementation aspects 

25. Unfortunately, almost none of the listed green growth-related priorities is supported by a specific 

action plan with assigned institutional and financial responsibilities. Many rely on donor assistance for 

implementation. Nonetheless, there are notable provisions for government grants for energy and resource 

efficiency research and development in Moldova; abolition of penalties for “under-use” of natural gas in 

Russia; and natural disaster emergency prevention (related to adaptation to climate change) in Kyrgyzstan. 

More evidence needs to be collected on implementation aspects to make sure that important developments are 

not overlooked.  

                                                      
2
 In the Bali Action Plan (2007), the developing countries agreed to design and implement Nationally Appropriate 

Mitigation Actions (NAMAs). The preparation of a Low Emission Development Strategy (LEDS) is part of 

the implementation process. The UNDP’s regional project titled “Supporting countries transition to low-

emission development” facilitates this work in several countries of the region. As part of this initiative, a 

“How-to Guide: Development of Low-emission Development Concept, Nationally Appropriate Mitigation 

Actions, Low-emission development Strategy in Eastern Europe and Commonwealth of Independent States” 

will be developed by September 2010, which will serve as a methodological tool for drafting LEDS in 

Moldova and Kazakhstan. 
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4. INTERNATIONAL ASSISTANCE AND GREEN GROWTH 

26. Official Development Assistance (ODA)
3
 and, more widely, international cooperation can play an 

important role in helping public authorities establish conditions for green growth and more environmentally 

responsible operation of businesses. The current chapter looks at the evolution of relevant international 

projects and initiatives in EECCA in terms of size and thematic coverage
4
. A topic that remained unexplored 

is bilateral aid, including the emergence of new donors, such as Russia and China.  

4.1 Size of official development assistance 

27. According to the database of the OECD’s Development Assistance Committee (DAC), EECCA
5
 is 

the region receiving the least ODA (after Oceania) – only USD 1.8 billion in 2008. The environment-related 

ODA accounts for about 19.6% of the total. It is provided through sector aid (USD 14 million in constant 

2007 prices in 2008, compared to the peak of USD 57 million in 2002) and traditional project aid (in 2008, 

there were USD 339.5 million worth of project commitments having the environment as a primary or a 

secondary objective, compared to the peak of USD 592 million in 2005)
6
. Environment-focused aid per capita 

is the highest in Georgia (USD 23) and Armenia (USD 17). On a per unit of GDP basis, ODA is the highest in 

Tajikistan (1.34% of GDP), Georgia (0.79%), and Armenia (0.47%) and is almost negligible in Azerbaijan, 

Belarus, Kazakhstan, Ukraine and Uzbekistan (0.02-0.03% of GDP).  

28. Climate change is the largest single item in the environment-related aid (USD 203.5 million over 

2006-2008) of the total environment-related assistance, most of it is received by Kazakhstan, Azerbaijan, 

Tajikistan and Kyrgyzstan. Assistance to the water supply and sanitation sector amounted over the same 

period to USD 261.4 million, with the lion’s share going to Georgia (USD 141.5 million), followed by 

Armenia, Azerbaijan and Tajikistan
7
. 

29. ODA flows related to capital investment projects have dominated over technical assistance projects 

or other forms of aid to EECCA countries. There is evidence that some of these projects have been effective in 

achieving improvements in a number of areas, including reduced air pollution and GHG emissions, as well as 

enhanced energy and resource efficiency. ODA-related investments have also stimulated public and private 

investments in EECCA countries by requiring co-financing and implementing projects through local banks.  

30. Funding received through multilateral development banks is the predominant source of financing 

environmental investment projects (see also Section 4.3). Co-financing provided by the Government and by 

local institutions occupies a relatively small proportion in total project funding (less than 10-20%).  

                                                      
3
 ODA is defined as flows of official financing administered with the promotion of the economic development and 

welfare of developing countries as the main objective, and which are concessional in character with a grant 

element of at least 25 percent (using a fixed 10 percent rate of discount). ODA flows comprise contributions of 

donor government agencies, at all levels, to developing countries (“bilateral ODA”) and to multilateral 

institutions. ODA receipts comprise disbursements by bilateral donors and multilateral institutions. Lending by 

export credit agencies with the pure purpose of export promotion is excluded.  

4
 Foreign Direct Investment (FDI) is not addressed in this paper. It is worth mentioning, however, that FDI in EECCA 

countries has been decreasing over the last few years.  

5
 Russia is not included in the DAC database, so for these purposes EECCA comprises 11 countries. 

6
 It is difficult to say if any direct budget support benefits the environment sector (such data are not provided by donor 

countries). 

7
 In the DAC database, water supply is not considered to be part of “environment aid” whereas sanitation is. 
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4.2 Issues covered by multilateral development assistance
8
 

31. The review of ODA in EECCA countries reveals a general lack of a comprehensive approach to 

environmental issues. This is perhaps related to the piecemeal and unsystematic treatment of green measures 

in the economic development and recovery packages. Assistance by multilateral donors and International 

Financial Institutions (IFIs), however, covers many elements of green growth in all EECCA countries, with a 

varying scope and scale.  

32. The two most significant elements covered by ODA in all the countries are energy efficiency and 

water supply and wastewater treatment initiatives. These are the areas where relatively more money and effort 

are invested in the region. According to the planned and agreed development assistance, these areas will 

remain in focus for the forthcoming several years. They are followed by renewable energy (mostly in 

hydropower, with some in wind and biomass) and sustainable agriculture/land management
9
. Waste 

management (apart from Azerbaijan with its large hazardous waste clean-up projects) and improvements in 

public transportation do not get much attention of multilateral donors. Table 3 provides a summary of the 

relative size (high, medium, low)
10

 of assistance targeting each of the aspects in individual EECCA countries.  

Table 3.  Green growth aspects in multilateral development projects in EECCA countries 

 Energy 
efficiency 

Renewable 
energy 

Public 
transport 

Sustainable 
agriculture 

Water supply 
and sanitation 

Waste 
management 

Armenia High High  Low High Low 

Azerbaijan  Medium  Low High High 

Belarus Medium   Low Low  

Georgia Low Medium Medium Low High Low 

Kazakhstan Medium Low Low Medium Medium Low 

Kyrgyzstan Low Low  Low Medium Low 

Moldova Medium Low  Medium High Low 

Russian 
Federation 

High Low   Low  

Tajikistan Low Low Low Low Medium  

Turkmenistan Low Low  Low   

Ukraine High Low   Low  

Uzbekistan Medium Low  High High  

Source: Donor agencies’ websites 

33. The sectoral distribution of development assistance relevant to green growth generally corresponds 

to EECCA countries’ declared strategic priorities. This is particularly true in Armenia, Russia and Uzbekistan. 

It is very difficult to identify cross-sectoral green growth-related issues (environmental fiscal reform, product 

policies, or eco-technologies and innovation) in the assistance projects. However, it seems that very few of the 

projects address these issues explicitly, constituting an important gap.  

                                                      
8
 Bilateral aid was not reviewed because of the high resource-intensity of such an exercise.  

9
 In addition to country-specific projects, there are several regional sustainable agriculture and land management 

initiatives in Central Asia and the Caucasus. 

10
 The number and amount of thematic projects were used as criteria for this classification.  
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4.3 The role of International Financial Institutions (IFIs)  

34. Three major multilateral development banks are active in the region – the European Bank for 

Reconstruction and Development (EBRD), the International bank for Reconstruction and Development 

(IBRD), and the Asian Development Bank (ADB). Several other IFIs or bilateral financing mechanisms exist, 

such as, for instance the support fund of the Northern Dimension’s Environmental Partnership, the Nordic 

Environmental Finance Corporation, the Black Sea Trade and Development Bank, just to name a few. Many 

of IFIs work through local banks, often by establishing micro-finance facilities, which address social and 

environmental problems through commercially viable projects. Although all these institutions have a role to 

play, this section focuses on the major players. 

35. Inaugurated in 1991, the European Bank for Reconstruction and Development is today the 

largest financial investor in the EECCA region. In particular, EBRD has a leadership position on climate 

change and energy efficiency financing. These issues have been a focal point for the EBRD since 2006, when 

the Bank launched the Sustainable Energy Initiative (SEI). Under SEI Phase 1 (2006-2008) EBRD has 

invested EUR 4 billion in industrial, power and municipal infrastructure energy efficiency as well as the 

renewable energy sector and carbon market development. As of 2008, areas of new activity include buildings 

energy efficiency and climate change adaptation. 

36. EBRD’s Sustainable energy financing facilities (SEFFs) with local financial institutions are 

specifically dedicated to small and medium-scale investment projects. Financing is based on extending credit 

lines to local banks that provide commercial loans, at their own risk, to borrowers with eligible investment 

opportunities. Loan amounts vary depending on the facility and the investment opportunity, but the average is 

roughly EUR 500,000 for loans to companies while loans to households are typically below EUR 1,500. The 

SEFF model works in Kazakhstan, Russia, and Ukraine. In 2009, EBRD has launched a new EUR 3.5 million 

technical cooperation facility – the Regional Energy Efficiency Programme for the Corporate Sector – to 

provide energy audit support for the manufacturing, agribusiness and natural resource sectors.  

37. Another relevant EBRD activity is the management of two carbon funds, the EUR 23 million 

Netherlands Emissions Reduction Cooperation Fund (NERCoF) and the EUR 208.5 million Multilateral 

Carbon Credit Fund (MCCF). EBRD’s carbon finance activities increased in 2009 with the signing of five 

carbon credit transactions, bringing the aggregated carbon credit portfolio under MCCF and NERCoF to 10.1 

million carbon credits. The carbon credits originate from emission reduction projects in the power sector, 

renewables, oil and gas and industrial energy efficiency and are located in Azerbaijan, Armenia, Georgia, 

Russia and Ukraine. In 2010 the MCCF expects to sign a number of additional carbon credit transactions. The 

focus will be on Ukraine and Russia. Using the MCCF, the EBRD is also active in the development of Green 

Investment Schemes (GIS), whereby an eligible country of operations sells surplus Assigned Amount Units to 

a buyer and the proceeds are used to co-finance greenhouse gas emission reduction projects. GIS development 

opportunities are being explored in Russia and Ukraine. In the case of Ukraine the Bank provides specific 

technical assistance, funded by Spain, to develop a suitable GIS. During 2009 emphasis was put on 

developing tools such as the Green Investment Scheme Manual and Model Agreement, development of which 

was funded by the Netherlands. 

38. The World Bank (or the International Bank for Reconstruction and Development) has a substantial 

programme to improve energy efficiency in EECCA. Projects to improve the energy efficiency of public 

buildings, schools, and hospitals that also improve educational achievement and health outcomes have been 

successfully implemented in Armenia and Moldova. In Belarus, a USD 125 million project will help improve 

heating and power generation is selected towns, leading to the reduction of about 165,000 tons of carbon 

dioxide annually. Many of these projects utilize a range of financing instruments and grants. The World Bank 

is also helping a number of countries to implement national energy efficiency strategies, including Ukraine 

and the Russian Federation. 
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Box 2. The Climate Investment Funds (CIFs) 

The CIFs can finance carbon reduction activities. They are multi-donor trust funds, launched at the 2008 G8 summit. CIF 
resources (of USD 6.3 billion) are available through the multilateral development banks to assist developing countries fill 
financing gaps to support efforts to mitigate or strengthen resilience to the impacts of climate change. The CIF opens the 
opportunity for blending funding from multilateral development banks and national and private sector development 
resources, thereby leveraging substantial additional funds. The two CIF funds are the Clean Technology Fund (CTF), 
which finances demonstration, deployment, and transfer of low-carbon technologies for significant greenhouse gas 
reductions within country investment plans, and the Strategic Climate Fund (SCF), which finances targeted programs in 
developing countries to pilot new climate or sectoral approaches with scaling-up potential. Two CTF programmes have 
been initiated in the region: in Kazakhstan and Ukraine. 

Source: UNESCAP (2010), Financing an Inclusive and Green Future. United Nations Economic Commission for Asia and the Pacific, 
Bangkok.  

39. The GEF Investment Fund for Nutrient Reductions, managed by the World Bank, was established to 

catalyze investments and accelerate action by other stakeholders interested in the recovery of the Black Sea. It 

aimed to leverage USD 210 million to complement USD 70 million GEF grant funds for nutrient reduction 

investments in the agriculture, and municipal and industrial wastewater treatment sectors and for wetland 

restoration. 

40. The Forest Law Enforcement and Governance (FLEG) partnership is a multi-donor trust fund 

established at the World Bank in 2004 to support regional FLEG Ministerial processes. In EECCA, such a 

process was initiated in 2004 by the Russian Federation. The aim of FLEG initiatives is, among others, to 

reduce the loss of government revenue from uncollected fees/taxes and support the establishment of a level 

playing field for legitimate forest operators.  

41. Unlike EBRD and the World Bank, the Asian Development Bank operates only in the Caucasus 

and Central Asia. These countries joined ADB in the period 1994-2007, Georgia being the latest newcomer. 

The provision of regional transport connectivity, energy security and efficiency, urban services, and finance 

sector and government reforms are in the focus of ADB assistance to this group of countries. More generally, 

ADB focuses its support on three distinct but complementary development agendas of the region: inclusive 

economic growth, environmentally sustainable growth, and regional integration. In its “Strategy 2020”, ADB 

declares that it will help borrowing countries to move their economies onto low-carbon growth paths, to 

reduce the carbon footprint of Asia’s cities, and to mainstream environmental considerations into national 

policies and investment programmes, while strengthening the legal, regulatory, and enforcement capacities of 

public institutions in regard to environmental considerations. 

42. In 2009, as part of the Central Asia Regional Economic Cooperation (CAREC) programme
11

, the 

five Central Asian republics (CARs) endorsed a regional action plan for the energy sector. This Plan aims at 

improving the use of energy resources across the region by considering factors such as climate change, the use 

of renewable energy resources, and energy efficiency. The Plan covers the policy and institutional needs to 

facilitate energy security. It also looks at energy–water linkages since hydropower use may bring a valuable 

dimension to the region’s energy assets though the distribution of hydropower resources in Central Asia raises 

complexities of transboundary water management. In this context, the Plan calls for a strong analytical base to 

ensure the coordinated management of energy and water resources in the region. 

                                                      

11 CAREC has eight member countries, including: Afghanistan, Azerbaijan, the People’s Republic of China, 

Kazakhstan, the Kyrgyz Republic, Mongolia, Tajikistan, and Uzbekistan. Also six multilateral institutions 

are involved in this partnership.  
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43. With support from ADB, the CARs established the Central Asian Countries Initiative for Land 

Management (CACILM). The goal of this 10-year programme is to combat land degradation and improve 

rural livelihoods through comprehensive and integrated approaches, including climate adaptation-oriented 

measures relating to biodiversity conservation, integrated water resource management, and food security 

issues. The current target is to mobilize about USD 1.4 billion toward this effort, with ADB as the largest 

contributor and GEF providing USD 100 million over 10 years in grant co-financing to support projects 

approved under the CACILM framework. 

44. At the country level, ADB provides loans or grants/technical assistance for water supply and 

sanitation projects or projects in the natural resources sector. Azerbaijan, Uzbekistan and Kazakhstan are the 

largest receivers of assistance to improve their water supply and sanitation infrastructure, including in small 

towns and rural areas. For instance, in 2009 ADB approved a multi-tranche financing facility of USD 600 

million in Azerbaijan and a similar USD 300 million facility in Uzbekistan.  

4.4 Major multilateral partnerships relevant to green growth in EECCA 

45. Directly or indirectly, green growth issues are subject of multiple global and multilateral initiatives 

involving EECCA countries. Reviewing all of them is a challenging task; this section, therefore, makes an 

overview of the key ones (the OECD/EAP Task Force’s work is not part of this description). Table 4 provides 

a summary of country involvement in various formal and ad hoc intergovernmental cooperation initiatives 

that have elements of green growth promotion in their work programmes
12

.  

Table 4. Membership of some multilateral/regional partnerships involving EECCA 

 ARM AZE BEL GEO KAZ KYR MOL RUS TAJ TUR UKR UZB 

UNECE’s EfE work             

UNECE Action Plan for 
Energy-efficient Housing in 
the UNECE Region 

            

UNECE Ad Hoc Group of 
Experts on Energy Efficiency 
and Renewable Energy 
Investments for Climate 
Change Mitigation 

            

UNECE Task Force on 
Environment and Energy 

            

UN Global Compact Networks             

UNESCAP Seoul Initiative             

Eastern Partnership             

EUWI             

Black Sea Synergy             

Danube-Black Sea Task Force 
(DABLAS) 

            

BSEC WGEP             

International Commission for 
the Protection of the Danube 
River (ICPDR) 

            

Caspian Environment 
Programme 

            

The Interstate Commission for 
Water Coordination of Central 
Asia (ICWC) 

            

Source: Internet pages of the respective organisations/partnerships.  

                                                      
12

 The EECCA Regional Environmental Centres participate in several of these initiatives. 
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Initiatives under the United Nations umbrella 

46. United Nations Environmental Programme (UNEP) Regional Office for Europe carries out 

activities relevant to green growth, in particular within the sustainable consumption and transport project. 

Globally, the UNEP’s Green Economy Initiative (GEI) is designed to assist governments in “greening” their 

economies. GEI activities include providing advisory services to countries interested in greening their 

economies, producing research products (such as The Green Economy Report, The Economics of Ecosystems 

and Biodiversity series of reports, and the Green Jobs Report) and engaging partners to effectively promote 

and implement green economy strategies. The degree of EECCA countries involvement in this initiative is not 

clear.  

47. Launched in 2000, the United Nations Global Compact is both a policy platform and a practical 

framework for companies that are committed to sustainability and responsible business practices. As a multi-

stakeholder leadership initiative, it seeks to align business operations and strategies with ten universally 

accepted principles in the areas of human rights, labour, environment and anti-corruption enforcement and to 

catalyze actions in line with broader UN goals. It is the world’s largest voluntary corporate citizenship 

initiative, with over 6,500 signatories based in more than 130 countries. Since 2006, UNDP-facilitated local 

networks have been established in several EECCA countries, most of them having environmental 

sustainability among priority objectives.  

48. The UNDP’s environment and energy work in Europe and the Commonwealth of Independent 

States (CIS) has four pillars: (i) mainstreaming environment and energy into national and local development 

policies and plans; (ii) mobilising environmental finance; (iii) promoting adaptation to climate change – 

mainstreaming climate change risk management into national development strategies; and (iv) expanding 

access to environment and energy services for the poor. Activities under these pillars are implemented mostly 

through country-level projects.  

49. Beyond work done by the UNECE’s Committee on Environmental Policy within the “Environment 

for Europe” process, there are several older and more recent UNECE-led initiatives relevant to green growth, 

including: 

 A Task Force on Environment and Energy with a mandate to develop non-binding guidelines for 

decision-makers on reforming energy prices to support sustainable energy development;  

 The Ad Hoc Group of Experts on Energy Efficiency and Renewable Energy Investments for Climate 

Change Mitigation; 

 The Action Plan for Energy-efficient Housing in the UNECE Region.  

50. Since early 2010, the UNECE secretariat was invited to provide support to the Assessment of 

Assessments (AoA) initiative within the “Environment for Europe” process. The main purpose of the AoA 

will be to provide a critical review and analysis of existing environmental assessments that are of relevance to 

the region and the two selected topics for the Astana Conference, to identify gaps that need to be covered and 

priorities that should be addressed for conducting assessments to keep the pan-European environment under 

continuous review. 

51. The Caucasus and Central Asian countries are involved in the UNESCAP-facilitated Seoul 

Initiative on Green Growth. This initiative aims to address major policy issues for green growth as identified 

in 2005 at the fifth Ministerial Conference on Environment and Development in Asia and the Pacific. 

52. All countries, though to a different extent, are involved in country-level and regional activities 

carried out by the United Nation’s Food and Agriculture Organization (FAO). FAO provides assistance to 

modernize and improve agriculture, forestry and fisheries practices, with a special focus on rural areas 

development. Currently, FAO works with Central Asian and Caucasus countries to establish a regional 

fisheries and aquaculture organization (Moldova is also part of this initiative), as well as to raise their capacity 

http://www.unep.ch/roe/programme_consumption.htm
http://www.unep.org/greeneconomy/LinkClick.aspx?link=1374&tabid=1370&language=en-US
http://www.unep.org/greeneconomy/LinkClick.aspx?link=1375&tabid=1350&language=en-US
http://www.teebweb.org/
http://www.teebweb.org/
http://www.unep.org/labour_environment/features/greenjobs.asp
http://www.unep.org/greeneconomy/LinkClick.aspx?link=1380&tabid=1370&language=en-US
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for agricultural innovation. One of the recent regional projects aims at helping countries to map and design 

policies related to climate change adaptation. At the country level, FAO supports afforestation projects, the 

development of forest management policies and legislation, small-scale organic agriculture projects, 

development of fish farming for rural poor families, sustainable pasture management, etc.  

Partnerships involving EECCA countries and the European Union 

53. Important drivers for green growth are partnerships involving EECCA countries and the European 

Union (EU). For instance, through European Neighbourhood Policy (ENP) Action Plans, the EU aims to 

promote strengthened implementation of multilateral environment agreements and processes. In 2009, the 

Eastern Partnership (EaP) covering Armenia, Azerbaijan, Belarus, Georgia, Moldova and Ukraine was 

established as, among other things, a forum for dialogue and cooperation on environment and climate. In the 

context of the EaP, a dedicated flagship initiative focused on strengthening environmental governance was 

launched.  

54. In Central Asia, cooperation with EU members is structured around two strategies: the EU-Central 

Asia Strategy approved by EU Heads of State and Government in June 2007 and the European Commission’s 

Regional Strategy Paper. EU Members States and the European Commission have committed to collaborate 

closely in the seven thematic blocks. A clear focus is put on three main areas of policy dialogue and enhanced 

co-operation, including environmental sustainability and water. 

Other initiatives 

55. Several thematic partnerships may have a role in promoting green growth. The EECCA component 

of the EU Water Initiative, which is a regional component of the EU Water Initiative agreed at the 2002 

World Summit on Sustainable Development, involves all countries in the region. The aim of the initiative is to 

promote improved water governance and coordination between stakeholders. Furthermore, there are many 

initiatives launched around common seas or rivers, including the Black Sea Environmental Partnership 

(launched in March 2010), the Working Group on Environment Protection, established within the 

Organization of the Black Sea Economic Cooperation (BSEC), the Caspian Environment Programme; the 

Aral Sea programme
13

, the Danube-Black Sea Task Force (DABLAS), etc. 

                                                      
13

 An International Fund for Saving the Aral Sea (IFAS) was created in 1993 to finance cooperation programmes aiming 

at saving the Aral Sea. 
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5. POSSIBLE ROLE OF THE OECD/EAP TASK FORCE 

56. The issue of green growth was discussed at a roundtable during the annual meeting of the EAP Task 

Force members and partners in October 2009. The meeting participants agreed that the green growth agenda 

was an opportunity for promoting economic recovery while working to achieve longer-term environmental 

objectives such as establishing a low-carbon economy. However, they stressed that, unlike in many OECD 

countries, there are limited opportunities to use fiscal stimulus for economic recovery and green growth in 

EECCA. During the roundtable, a number of suggestions were expressed on how the OECD Secretariat could 

help EECCA countries to promote green growth. In general terms, these include: 

 Analysing the barriers, opportunities, and capacity for adopting the green growth model – at both the 

regional and country-specific levels;  

 Facilitating the improvement of policy incentives for green growth, by helping to both further 

reform existing policy tools (including economic instruments) and adopt new ones; and 

 Measuring progress (including the impact of donor aid), developing institutional capacity, and 

engaging the private sector, particularly SMEs. 

57. At their last meeting in January 2010, the EAP Task Force Bureau members requested that a more 

specific proposal is developed by the OECD secretariat as a background for discussions on the contribution 

that the EAP Task Force could make to promoting green growth in EECCA. Considering the OECD’s 

comparative advantages and the need to avoid duplication of work conducted by international partners, the 

Task Force members may wish to discuss the following possible work items:  

 Promoting environmental fiscal reform: Promoting environmental fiscal reform would not only 

support fiscal consolidation, it would also provide better incentives for the adoption of cleaner 

technologies and practices. The OECD could help countries promote reform of environmental 

charges/taxes and the removal of environmentally and economically harmful subsidies. Combating 

illicit financial flows linked to natural resources use in EECCA could also be examined in this 

context. Further work on the enforcement of economic instruments and economics of enforcement 

more generally (i.e. on monetary fines and liability regimes) may be needed. The latter is necessary 

in order to curb important economic gains from non-compliance. Eventual EAP Task Force’s 

projects in this area could draw on the extensive work that OECD has carried out on all of these 

subjects, including recent work on fossil fuel subsidies for the G 20; 

 Making the economic and social case for green growth: based on OECD work, the EAP Task 

Force Secretariat could help environmental ministries in EECCA countries to gather evidence of 

economic and social gains of green growth and to engage in dialogue with ministries of economic 

development and line ministries, regionally and nationally. The impact of green promotion policies 

on the poor may need to receive special attention;  
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 Directing financial flows towards greener, climate-resilient development: Work in this area may 

help EECCA countries to resolve the problem of chronic underfunding of environmental investment 

programmes, including those that address environmental infrastructure and climate change 

mitigation and adaptation. The emphasis would be put on making better use of existing and new 

finance mechanisms (e.g. climate change-related instruments, micro-finance, sector-wide and 

general budget support), including the analysis of risks and incentives for investment into low-

carbon technology and infrastructure. An environmental screening procedure for Medium-Term 

Expenditure Frameworks (MTEFs) could be developed to make public budgets “greener”. This 

activity would be conducted in a setting that encourages dialogue between ministries of environment 

and finance, including regionally, so that successful models and good practices can be disseminated; 

 Costing and financing climate-resilient infrastructure
14

: Most importantly, this would concern 

infrastructure for water supply and sanitation, irrigation, and flood management. The OECD/EAP 

Task Force has an impressive track record in the area of water supply and sanitation and would be in 

a good position to extend its policy approaches and tools to other types of water and environmental 

infrastructure; 

 Promoting resource-efficient production and innovation: Environmental policy can enhance 

productivity by increasing the efficiency of energy and resource use. In order to promote resource-

efficiency in EECCA, the OECD could help identify the scope and areas for short-term, low-cost 

gains. Proceeding from such analysis, the OECD may then assist policy reform, e.g. by 

strengthening regulatory instruments to promote energy efficiency, including the establishment of 

energy efficiency requirements in environmental permits and building codes, introduction of energy 

standards and labels for production equipment and consumer products, greening public procurement, 

etc. A special focus may be put on SMEs which increasingly become a major driving force behind 

economic development in general and greener production and innovation in particular. Given 

EECCA specifics, especially the weakness of law enforcement, work on compliance may need to 

continue to back the use of these policy instruments. A possible topic of interest could be the 

emerging role of indirect enforcers, such as domestic banks and insurance companies; 

 Strengthening institutional capacity and measuring progress: Capacity development would be a 

cross-cutting activity, with specific actions activities identified under each “project”. To measure 

progress, the OECD/EAP Task Force Secretariat would apply the framework for green growth 

measurement that is currently under development. The frequency and form of progress monitoring 

would need to be decided. 

58. The list is presented as a broad menu. A limited set of activities might be selected for further 

development in areas where the OECD/EAP Task Force secretariat has a comparative advantage. 

59. The proposed work would be based on the EAP Task Force’s experience in the development and 

implementation of regulatory and market-based environmental policy instruments as well as in environmental 

financing in EECCA countries. It will also benefit from synergies with the activities carried out for OECD 

countries in the Environment Directorate, including the development of a Green Growth Strategy by May 

2011, and work on environmental fiscal reform, climate finance and environmental policy instruments.  

60. The new initiatives would imply the broadening of the stakeholder base of the EAP Task Force in 

EECCA countries. Along with the continued work with the environment ministries, it would be necessary to 

engage the ministries of economy and finance as well as, occasionally, some sectoral ministries (e.g. energy, 

agriculture), depending on the issues selected for further attention. The work would also require much greater 

involvement of the business sector. The continued participation of the NGO community and national-level 

think-tanks is also envisaged. Closer links would need to be forged with other multi-lateral initiatives in 

EECCA.  

                                                      
14

 This issue will be addressed in more detail in another scoping paper.  
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61. The EAP Task Force members may want to establish priorities based on such criteria as:  

 Synergy with environmental and economic goals established by EECCA countries,  

 Value added of the proposed activities;  

 synergy with OECD areas of work or parallel work in OECD countries; 

 Donor interest and ability to leverage voluntary contributions.  

62. EAP Task Force members will need to guide the OECD Secretariat on how to strike a balance 

between regional and country-specific work. In addition, sequencing may help to implement a wider 

spectrum of activities. 
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