NEW INDEPENDENT STATES: ENVIRUNMENTAL POLICY-

' AGENCY FOR INTERNATIONAL DEVELOPMENT |
WASHINGTON, D.C.

- FROJECTMEMORANDUM

. (110:0003)




%

A\ g
T\

SRy
USAID

U.S. AGENCY FOR

INTERNA MONAL FEB" 2 1993
!

DEVELOPMENT

ACTION MEMORANDUM FOR THE DIRECTOR, NIS TASK FORCE ‘3’//
THROUGH : Barbara Turner Deputy Director, NIS ngz’Forco

FROM H Carlos Pnmscual, NIS/TP/PA(

Authorigation Request for the Environmental Policy

B8UBJECT H
and Technology Project (No. 110-0003)
PROBLEM:

Your approval is required to authorize the Environmental Policy
and Technology Project for the New Independent States (NIS) at a
life-of-project funding level of $35.0 million. The Project
Assistance Completion Date (PACD) will be September 30, 1997.

BACKGROUND :

Based on our analysis and NIS demand, it is clear that
environmental problems comprise a politically and economically
important area for cooperation under the NIS technical assistance
program. The significance of these problems and justification
for U.S. assistance in addressing them are derived from three
factors: the economic¢ constraints they impose and their
relationship to market-based economic reform; their significant
place in the process of democratic reform; and the implications
they hold for the global environment.

New states struggling to accomplish a transition to open markets
and democratic institutions are faced with costly health anrd
financial burdens imposed by pervasive environmental
contamination and gross mismanagement of valuable natural
resources. Such problems have served as a rallying point for the
anti-communist movement throughout the region, and their gradual
solution continues to hold a special place in public expectations
for reform. In addition, many past and present environmental
policies and practices (e.g., relating to toxic and nuclear waste
disposal, indiscriminate logging in the world's largest forest
estate, the flaring of huge quantities of natural gas, and
pollution of international water bodies) present prcblems of
global concern.

Most if not all of these countries look to the United States as a
model for environmental management and for advice and assistance
as they restructure their eccnomies and begin to address the
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tragic legacy of environmental problems. This is especially true
in the areas of policy and institutional reform, public awareness
and participation, methods for establishing environmental
investment priorities, and both acceus to and demonstration of
advanced U.S environmental technologies and equipment. The U.S.
has much to contribute from its ervironmental management
experience--including policy approaches utilizing ecconomic
incentives, a host of commercially competitive pollution control
technologies, and the strong private voluntary community. We can
also build on close and growing American ties with both the
ccientific and nascent business communities in the NIS. This will
help form new commercial and technological linkages in
environmental fields appropriate to relations between market

econonies.

PROJECT DESCR ION:

The project will assist new states of the former Soviet Union in
developing appropriate policy, legal and management frameworks
which can adequately incorporate environmental considerations into
economic and democratic reforms. The Project Memorandum for the
Environmental Policy and Technology Project is attached and
provides fuller background and justification together with further
information on project plans and implementation r»:.chanisms.

Project activities will include work with governme¢nt agencies, the
private sector and non-governmental organizations. Assistance
w1l be provided to help strengthen environmental management
institutions, foster appropriate environmental policy and
legislative reforms, promote the growth of indigenous
environmental technology marksts and U.S. private sector
involvement, and to encourage democratic participation in the
identification and solution of environmental problams.

In implementing project activities, A.I.D. will draw on the
expertise of the U.S. private sector and U.S. Government agencies
as appropriate. In particular, a partnership with the
Environmental Protection Agency (EPA) is anticipated. Project-
funded assistance will be closely coordinated with environmental
activities of other U.S. Government agencies. This project is a
five-year effort (r¥93-97) with a life-of-project funding level of
$35 million. Its planned inputs include technical assistance,
training, and commodities. The structure of project management
calls for a balanced division of responsibilities between
USAID/Washington (NIS/TF/EET) and USAID field offices. USAID
field staff will be responsible for identifying and proposing
country specific activities, developing country specific
strategies, and monitoring all field activities conducted

under this project within their respective jurisdictions.

They will also have direct daily management responsibility

over both the resident staff and field teams provided under

the core contract mechanism, and will be responsible for
requesting assistance from the various project mechanisms

to carry out their country specific strategies. The
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NIS Environmental Officer will serve as the Project Officer. The
project memorandum has been shared with USAID NI3S field missions
for comment and senior field staff have reviewed and endorsed the
project concept. NIS/TF/EET has received several unsolicited
proposals some of which may be funded. A sole source
justification will be submitted for your approval if and when any
of these proposals are selected for funding under this project.

This project has been reviewed within the Task Force, by other
interested parties within the Agency, and at an inter-agency
review meeting held on November 16, 1992 (see minutes of this
meeting attached to the Project Memorandum). Issues discussed at
the meeting focused on: the project's consistency with broader
U.S. Government nbjectives in the region; key assumptions
underlying the p-oject's anticipated outputs; and implementation
arrangements. A'!l necessary adjustments have been made to the
project design t ) accommodate recommendations made.

AUTHORITY:

The Secretary of State signed a Section 620(f) determination to
permit assistance for the states of the former Soviet Union on
September 10, 1991. You have authority to authorize this project
pursuant to Interim Reorganization delegation of Authority No.
10, dated March 30, 1992. The Congressional Notification for the
project cleared on October 29, 1992. There are no outstanding

waivers or policy concerns.

RECOMMENDED ACTION:

That you, as Director, NIS Task Force, do the following: (1) sign
this action memorandum in the space indicated below, and on the
attached Project Authorization, thereby authorizing the
Environmental Policy and Technology Project (No. 110-0003); (2)
review and sign the attached Project Data Sheet; and (3) review
and sign the attached Initial Environmental Examination for the
project, thereby indicating your approval of its findings and
implications for project implementation.

Approved: M

Disapproved: _

FEB 4 1993

Date:

Attachments:

Project Authorization
Project Memorandum

Project Data Sheet
Initial Environmental Examination
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Clearances (Project No. 110-0003):

A.I.D.:

NIS/TF/EET:
NIS/TF/EET:
NIS/TF/FA :
NIS/TF/PAC:
NIS/TF/PAC:
NIS/TF/OD :
OP/CC/N
GC (NIS)
NIS/TF/OD
NIS/TF/OD :

STATE:

D/CISA
EUR/ISCA

24 oo

Date: h}“"l‘-

ADLong M L

JBever J = W“b Date: W oWV

BKline < A Date: 72

F. «theson [Gw Data2: 42

HJohnson % Date:

JWinn Date: //Q3/°

JKryschtal > ~ohowne Date: “ulzy4(e2

TGeiger PAQHNSG(/ é% ! Date:

LCrandall Date:

BTurner Yt Date: /¥ /r—.
T

CRufenacht DRAFT Date: ul;qﬁ?

NCook DRAFT Date: vl
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USAID
U.S. AGENC Y FOR
INTERNA 1TONAL
DEVELOPMENT
PROJECT AUTHORIZATION
Name of Country: New Independent States (NIS)
Name of Project: Environmental Policy and
Technology Project
Number of Project: 110-0003

1. Pursuant to Section 201 of the Freedom Support Act of 1992
and Section 531 of the Foreign Assistance Act of 1961, as
amended, I hereby authorize the Environmental Policy and
Technology Project for the Newly Independent States, involving
planned obligations of not to exceed $35 million in grant funds
over a five year period from the dute of authorization subject to
the availability of fund: in accordance with the A.I.D.
OYB/allotment process, to help in financing foreign exchange and
local currency costs of the project. The planned life of project
is through September 30, 1997.

2. The project consists of technical assistance, training and
commodities in support of improved environmental quality within
the NIS.

3. The Project Agreements which may be negotiated and executed
by the officer(s) to whom such authority is delegated in
accordance with A.I.D. regulations and Delegations of Authority
shall be subject to the following essential terms and covenants
and major conditions, together with such other terms and
conditions as A.I.D. may deem appropriate.

4. Source and Origin of Commodities, Nationality of Services

Commodities financed by A.I.D. under the project shall have
their source and origin in the United States or in the New
Independent States of the former Soviet Union, except as A.I.D.
may otherwise agree in writing. Except for ocean shipping, the
suppliers of commodities or services shall have the United States
or the New Independent States of the former Soviet Union as their
place of nationality, except as A.I.D. may otherwise agree in
writing. Ocean shipping financed by A.I.D. under the project,

320 TWENTY-FIRST ¢ FREET, N.W., WASHINGTON, D.C. 20523
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except as A.I.D. may otherwise agree in writing, shall be
financed only on flag vessels of the United States.

%uw&-/ﬁm‘—

Malcolm Butler
Director, NIS Task Force

FEB 4 103
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Project Memorandum

Environmental Policy and Technology Project
for the New Independent States
Project Number 110-0003

February 2, 1993

Office of Energy, Environment and Technology
New Independent States Task Force
U.S. Agency for International Development
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Project Memorandum

Environmental Folic; and Technology Project
for the New Indapendent States

The independent states of the former Soviet Union face
unprecedented environmental problems that jeopardize the
quality of life and the very existence of not only their own
peoples but also the peoples of other countries, and it is
incumbent on the international community to assist the
independeat states in addressing these problems and in
promoting sustainable use of resources and development.
FREEDOM Support Act, 1992

1.0 OBJECTIVES AND PROJECT RATIONALE

1.1 Goal

The goal of the Environmental Policy and Technology Project is to
ensure that economic and social restructuring in the New
Independent States (NIS) is achieved in an environmentally sound
manner. In pursuit of this goal, at the country level the
projc .c will contribute to both immediate and long-teorm
env._.ronmental quality improvements while encouraging U.S. private
sector participation in the region's environmental management.
These objectives are fully consistent with the thrust of tha U.S.
Government's strateqy for assistance to thes NIS region,
specifically including a program of environmental cooperation as
outlined in the "Draft Environmental Strategy for the New
Independent States" prepared by the Department of State,
Directo-, Commonwealth of Independent States Assistance
(STATE/D/CISA) (See Tab A). The project also supports the goals
of the U.S. Agency for International Development's (USAID)

Environmental Strategy.

1.2 Purpose

The more specific purposes of this project can be divided into
three categories, each roughly corresponding to anticipated sub-
programs of cooperation with the key groups who must share
responsibility for sound environmental management in the regior:
governments, the private sector, and non-governmental
organizations (NGOs):

1) Policy, Instituticnal, and Legislative Reforme. To foster
sound environmental policy, strengthen important government
environmental institutions, and reform and develop
environmental laws and regulations in support of shifts from
command to free market economies and the establishment of

1
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democratic societies.

2) Expanded Narkets and U.8. Participation. To promote the
growth of an indigenous private sector in environmental
management and develop a market for U.S. environmental know-
how and technology while generating tangible improvements in
environmental quality.

3) Improved Awvareness and Accountability. To enhance public
awareness of environmental issues and encourage democratic
participation in environmental management.

This project will be implemented at the country level, with
support from Washington.

1.3 Background

Widespread Environmental Challenges. As the new states of the
region struggle to accomplish a transition to open markets and
democratic institutions, they are faced with costly health and
financial burdens imposed by pervasive environmental
contamination and gross mismanagement of valuable natural
resource assets. These problems are the products of weak
environmental policies and management institutions as well as
antiquated industrial processes inherited from the former Soviet
systom. (As one indicator of weak institutions, the Ministry of
Enviconmental Protection and Natural Resources of the Russian
Federation, has been reorganized three times between August 1992
and November 1992.) Such problems have served as a rallying
point for the anti-communist movement throughout the region, and
their gradual solution continues to hold a special place in
public expectations for reform. In addition, many past and
present environmental policies and practices (e.g., relating to
toxic and nuclear waste disposal, indiscriminate logging in the
world's largest forest estate, the flaring of enormous volumes of
natural gas, and pollution of international water bodies) present
problems of global concern.

Governments and citizens across the region have only just begun
to comprehend the bceadth and magnitude of the economic, health
and ecological costs associated with widespread environmental
problemns in the NIS. Though the Chernobyl disaster epitomizes
this environmental crisis in the former Soviet Union, the range
of problems goes well beyond nuclear safety to include some of
the wvorld's worst air, water and land pollution as well as
pervasive miswmanagement of natural resources. Moreover, current
economic hardships have created tremendous pressures to speed the
exploitation of natural resource assets and to maintain
longstanding patterns of neglect for environmental quality.
Steps must be taken quickly to guard against repetition of past
mistakes as reforms take shape.

I
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The Need for Policy and Legislative Reforms. As market-based
economic restructuring proceeds in the NIS, reforming states are
struggling with the establishment of economic growth policies
that will also contribute to improved environmental quality.
There is widespread interest in concrete illustrations of how
such policies can be implemented--including their effects on
local and foreign investment patterns. For exampla, the Russian
Committee on State Property is seeking to clarify the rules
governing the calculation and assignment of environmental
liabilities associated with the privatization of existing
factories, and ministries of environmental protection throughout
the region need to think through and explain the behavioral and
revenue generation effects of pollution fees taxes, or other key
environmental policies. In so doing, governments can reduce
uncertainties inhibiting private investment in restructured
industries and help establish the basis for environmentally sound
economic growth.

Urban and Industrial Pollution. The new states must find ways to
reduce the social and economic costs of environmental degradation
resulting from heavy urban and industrial pollution. The NIS
region is the only part of the world with declining life
expectancies--in large part attributable to severe
environmentally-related health problems. These lead to enormous
corresponding reductions in labor productivity and increased
health care costs. Government bodies, such as Russia's Ministry
of Environmental Protection and Natural Resources, must grapple
with high and direct economic costs associated with diminished
industrial production from poor air or water quality, or from
pollution's stresses on natural ecosystems supporting forestry,
fisheries, recreation and other industries. In the aftermath of
the Soviet Union's collapse most of the new states passed generic

environmental laws placing firm responsibility for environmental - -

quality management on the shoulders of the new governments.
Although strict standards set under the former Soviet government
remain in force, few steps have been taken to introduce new means
for improved management of urban and industrial pollution. Some
of the highest costs are derived from environmental disasters,
the reactor explosion at Chernobyl being the most extreme
example, and it will be prudent to explore opportunities to
supplement U.S. nuclear safety initiatives with other steps to
establish better management, safety, and preparedness programs to
guard against future environmental disasters.

Natural Resources Mismanagement. In addition to the high
economi¢c and societal costs imposed by unichecked pollution,
widespread mismanagement of natural resource systems=--
agricultural lands, frcshwater, coasts and marine resources--also
has placed a heavv burden on the productivity of NIS economies,
for example the Aral Sea and associated impacts of agricultural
mismanagement of water resources. Thus far there have only been
scattered attempts to introduce market-based policies and proven

3



management practices for key natural resource ass2ts. Failure to
move quickly down this path will result in further constraints on
economic growth, and a high political-economic price when such
reforms are inevitably pursued. The vast forest resources of
Russia are of significant vulnerability to mismanagement and,
with the near collapsa of the central authority, they warrant
special attention, because of their domestic and global value.
(Discussions are underway re~arding the possible establishment of
a separate USG project to focus on Russian forest management
through the "Forests for the Future Initiative™ announced at the
United Nations Conference on Environment and Development.)

Public Participation and Avareness. A strong environmental
movement immediately took held throughout the USSR during the
early push for democracy and freedom. These groups used non-
violent means tn demand fuller disclosure of environmental
pollution threats, to stop construction of several Chernobyl
style nuclear reactors, and to help convince the Moscow
government to halt its nuclear testing program in Kazakhstan. As
economic and political reforms have swept through the new
independent states, some changes have occurred in the leadership
and objectives of this movement. But environmental NGOs, such as
the Socio-Ecological Union active throughout the region,
Ukraine's National Eco-Center, or the Kazakhstan EcoFund, remain
vital forces for democratic participation in public policy.
Environmental issues are beginning to recapture their prominent
place in the media and deserve greater attention in public
education programs designed to widen understanding of democratic
and free market systems and reforms.

1.4 Rationale

Importance of Quick Action. All U.S. technical assistance to the
NIS region is extremely time sensitive. But, there is a
particularly limited window of opportunity available to help
establish new patterns of environmental management as a direct
part of the region's systemic economic and societal change.
Building on existing US-NIS ties in environmental fields and an
initial set of quick-starting activities, the Environment Project
will move rapidly to establish cooperative programs at both the
national policy level and in carefully selected demonstration
regions. The project's design is based, in part, on extensive
discussions with U.S. and NIS environmental experts,
consultations with the World Bank, and the results of energy and
environment. reconnaissance missions carried out in the NIS region
during July-September 1992 (See Tab B). Though it will not be
used to directly finance major :clean-up activities, the project
will cooperate closely with the World Bank and other sources of
"first-wave" capital in identifying the highest priority
environmental investments and seeing them implemented.



G.8. Comparative Advantage. Most if not all of these countries
look to the United States as a model for environmental management
and for advice and assistance as they rastructure their economies
and begin to address the tragic legacy of environmental problens.
This is especially true in the areas of policy and institutional
reform, public awareness and participation, methods for
establishing environmental investment priorities, and both access
to and demonstration of advanced U.S environmerntal technologies
and equipment. The U.S. has much to contribute from its
environmental management experience--including policy approaches
utilizing economic incentives and a host of commercially
competitive pollution control technologies.

In implementing the project, USAID and cooperating organizations

also will build on close and growing American ties with both the .
scientific and nascent business commurities in the NIS. The
Environmental Protection Agency and several other U.S. Government
organizations have conducted scientific exchange programs and
limited research projects for many years under the auspices of
the U.S.-U.S.S.R. Environment Agreement. Some of this previous
scientific cooperation can be used as the basis for quick-start
initiatives under this new program of technical assistance in
environmental fields. Similarly, existing ties between US
agricultural scientists, agribusiness interests and Russian
agricultural research institutes will allow for the rapid
initiation of pilots to demonstrate environmentally sound and
economically efficient use of agri-chemicals in privatizing
farms. Activities such as these will support market-based _
economic restructuring and help form new commercial and

technological linkages in environmental and natural resource -
management fields appropriate to relations between market

economies.

y o»

Setting Priorities for Project Assistance. The combination of

tremendous environmental need and the vastness of the NIS region

mean that there is almost no end to useful activities which could

be undertaken to pursue the project's objectives. But hard )
choices must be made at the mizsion level to ensure focus and

impact. Therefore, several criteria have been identified to

place bounds on the project'‘s scope and to select an initial set

of activities with full mission participation. These

considerations will continue to guide decisions on the project's

direction. Highest priority for project-based assistance will be

given to those options which faveorably respond to the following.

Through meeting certain of these criteria may be a necessary

condition for a decision to undertaxe a particular activity, the

following ten factors listed below are not listed in any order of

priority: -

1) Contribution to Bconomio'and Democratic Restructuring.
Supports the transition to free market economies and
demcratic societies;



2)

3)

4)

5)

6)

7)

8)

9)

10)

Helps 8clve Severe Environmental Problems. Addresses
demonstrated needs for environmental quality
improvement based on associated health and economic
costs;

Quick and Visible Response. Presents an opportunity
for obvious and noteworthy near-term benefits easily
associated with project inputs;

Benefits the U.8. Private Sector. Provides strong
prospects for related commercially viable U.S. expor:
development where the U.S. has a comparative advantage;

Replicability and EBxpansion of Impact. Offers a high
likelihood that know-how and techinology demonstrated
will be transferred beyond the activity's geographic
and substantive bounds;

Sound Management Accountability. Does not impose
unreasonable management burdens on USAID and/or other
cooperating U.S. Government agencies;

Cost-Effective. Anticipated benefits will result in
high net benefits relative to other assistance options,
and the scale will not unduly preclude response to
other opportunities;

Investment Target and Donor Coordination Opportunity.
Provides strong potential for non-project follow-on
financing from the World Bank ana other sources as well
as support for coordinated donor assistance to the NIS;

Geographic Considerations. Helps maintain geographic
concentration of effort as well) as both in-country and
NIS-wide regional balance; and

U8G Coordination and Collaboration. Complements and is
well coordinated with other U.S. Government assistance
activities in tha NIS.



2.0 PROJECT DESBCRIPTION

2.1 Project Strategy

Linking Bconomic and BEnvironmental Reforms. The project is
designed to assist the restructuring of NIS economies such that
environmentally sound policies, practices and procedures are
fully incorporated into new market and democratic institutions.
The project is meant to address cross-cutting, institutional, and
policy issues that are not easily addressed through sectoral
projects, and to serve as the primary means to work with NIS
authorities in solving key environmental problems associated with
economic and democratic restructuring. Policy-based assistance
will be directly supported by sector and site specific
interventions~-~-tackling known problems in ways that demonstrate
that wise environmental management and good business practices
can go hand-in-hand. Such visible indications of a brighter
future will support public confidence in broader economic and
social reforms.

Principal counterparts for resident advisors and short-term
technical assistance will be environmental ministries, through
close relations with legislative committees, natural resource
agencies, economic and privatization ministries and other
government bodies also will be developed, as appropriate. Though
the policy focus will be at the national level, efforts to
cooperatively develop appropriate links between economic and
environmental management reforms will be extended to select sub-
national regions--in conjunction with other demonstration
activities.

Investment Capital Leveraging and Dsmonstration Areas. Direct
U.S. financing of large capital investments in environmental
clean-up is not anticipated, though some limited risk analyses
and demonstration activities to serve as the basis for
environmental investment planning will be carried out. Field-
based assistance will likely center on the identification of
approaches for cost-effective pollution preventiom and effective
natural resource management--in full consideration of the effects
that economic restructuring will probably exert on the viability
of many industries. Industrial production facilities likely to
survive exposure to market forces will be targets for assistance
with a range of cost-effective pollution prevention options. .

Demonstration and technology cooperation efforts will be
specifically geared to influencing the decisions of multilateral
development banks, which are expected to play un important early
role in the modernization of both public and private
infrastructure. (See Tab C for the rationale behind and program
development approach for work in "Regional Environmental
Management Demonstration Areas"). The program will draw upon
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generally strong in-country technical capabilities--helping
create new market-driven environmental technology and service
sectors in former Soviet republics which will benefit both NIS
and U.S. entrepreneurs. To maximize impact and visibility,
interventions meant to achieve immediate environmental quality
improvements also will be closely coordinated with policy-based
environmental assistance--offering testing grounds for new
standards, incentive systems and enforcement mechanisms.
Project-sponsored activities will be geographically concentrated
in regions which are both accessible and in cl:ar need of
environmental quality improvement. 1In coordinition with the
World Bank, opportunities will be sought for U.S. parallel
contributions to the Global Environment Facility project

portfolio.

Close Relationship to Democratic Reforms. Policy-based
assistance and demonstration activities will be supplemented by
support to responsible environmental advocacy, action, and policy
research groups. This will help ensure the continued development
of organizations which have figured so prominently in the
region's democratic reforms through their demands for public and
private environmental accountability. Partnerships between
responsible U.S. and NIS environmental NGOs will be encouraged,
particularly to develop fair and effective mechanisms for the
democratic review of government and private sector decisions
affecting the environment. Support also will be provided for
public awareness activities to help instill a sense of hope for
environmental quality improvements under new economic and
democratic structures.

Key Problsms to be Addressed by Sub-Region. Representing half of
Europe and more than a third of Asia, the NIS region possesses
tremendous cultural, economic and natural diversity. This is
mirrored in the range of environmental problems faced within the
region. The project approach outlined is flexible enough to
accommodate both this variance as well as unanticipated
opportunities, but some differences in geographic focus already
have been identified (see Field Environmental Cables at Tab B).
In Russia the following issues/opportunities were raised: 1)
working with the Ministry of Ecology and Natural Resources on
environmental policy, legislation and environmental liability; 2)
working with the Russian Academy of Sciences Central Economics
and Mathematics Institute (CEMI) to field test environmental
management approaches at the oblast level; 3) collaboration with
NGO's; and 4) possible collaboration on forest policy. 1In the
Ukraine the Ministry of Environmental Protection raised the
following issues/opportunities: 1) steps to address environmental
problems associated with Chernobyl; 2) improved management of the
Dnipro river basin; 3) activities to improve environmental
quality in the Donetsk-Pridniprovsky region; 4) support to
address energy related environmental and economic problems; 5)
assistance with the development of a national system for the
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treatment, storage and disposal of hazardous and toxic waste, and
participation in the international efforts to address the
pollution in the Black Sea, including the Danube Delta and the
Azov Sea. In Kazakhstan the following issues/opportunities were
raised: 1) working with the Ministries of Ecology and Health on
environmental policy and legislation; 2) addressing environmental
problems of the Aral Sea, Caspian Sea, and Lake Balkhash; 3)
nuclear radiation and contamination issues; 4) industrial
pollution in the heavily industrialized Eastern region; and 4)
the potential for national parks creation. In implementing this
project, close collaboration with the appropriate national
ministries, the World Bank, and others in setting state-level
priorities and carrying out assistance activities is anticipated.
This project is designed to be implemented at the field level
with technical support provided from Washington to assist in
carrying out country specific environmental strategies.

In the high priority states of Russia and Ukraine, project
interventions will be concentrated on environmental quality
problems associated with urban and industrial pollution. The
primary exception to this relates to planned assistance tied to
improved management of Russia's immense forest estate (including

protected areas).

While there also are very real urban and industrial pollution
concerns in Kazakhstan and other Central Asian states, both the
problems and solutions are more often intertwined with issues of
natural resources mismanagement. The project design thus
anticipates a greater emphasis on assistance to address pollution
versus natural resources management problems in Central Asia.
This region also offers the possibility of cooperation with the
U.S.-Asia Environmental Partnership (led by USAID) as well as the
Asian Development Bank (should Central Asian nations succeed in
their efforts to join both the EBRD and ADB). Planning for
assistance to Kazakhstan is underway based on discussions begun
in August with government and non-governmental organizations,
while demands and options for the remaining states of the region
are less well lefined at this stage. Reconnaissance missions
will be fielded during the first year of the project to develop
appropriate project responses.

It also is worth noting topics which the project has specifically
identilied as lying outside of its specific attention. These
choices have been made on the basis of the perceived relative
importance of environmental problems as well as the range of
other U.S. Government assistance mechanisms available for work on
environmental issues. For example, the project will not be used
as a primary vehicle for U.S. Government assistance on matters
relating to Arctic and Pacific marine pollution. With regard to
nuclear issues, project activities will be limited primarily to
the reduction of health risks in regions already suffering from
nuclear contamination. The NIS Energy Effficiency and Market
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Reform project will continue to provide assistance to improve the
operational safety of existing nuclear power reactors. It is
anticipated that the World Bank--under the Global Environment
Facility--will coordinate international efforts to clean up the
Baltic, Black and Caspian Seas and to deal with the range of
problems associated with management of the Aral Sea and Lakn
Baikal. (Along with the energy project referenced above, this
project will consider identifying and documenting certain
appropriate activities as U.S. parallel contributions to the
Global Environment Facility.) Limited direct project
contributions to these efforts are possible where they offer
opportunities for high leveraging of other resources and cost-
effectiveness, and some of the river basin management and policy
development efforts will also provide important indirect support.

2.2 Project Components

Quick-starting Activities. As mentioned, the project will build
on well-established ties between U.S. and NIS institutions, based
in large measure on past academic and scientific cooperation. A
close working relationship with the World Bank in project
planning and implementation is also anticipated. Several start-
up activities recently or soon to be initiated will be used to
generate quick returns and information essential to the further
planning of longer-term efforts in the region. Three examples
will illustrate how these initial steps will be used to support
rapid development of the project's activities. An expert team
recently visited Moscow tc advise the Committee on State Property
and others on how bast to reduce uncertainties over the treatment
of environmental liabilities in privatization, which serve as a
principal constraint to foreign investment in Russia. The EPA
has initiated water and air pollution studies in Ukraine which
will be used as the basis for further work under the technical
assistance program. A special supplement on U.S. environmental
policy and management was published in the October 1992 issue of
the largest 3elling business magazine in the region, Delovie
Lyudi, to help develop interest in the application of U.S.
technology and know-how to the region's environmental problems.

Project Structure. The project's three components are organized
around cooperation with each of the key NIS groups who must
become fully- engaged in rethinking and reforming environmental
and natural resources management policies and practices:
governmentt; business; and responsible non-governmental
organizations.

Environmental Policy and Institution Building. Working with key
decision-makers in economic, environmental and natural resources
ministries--as well as their legislative counterparts--resident
and visiting advisors will assist the development of new
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environmental policies, laws and regulations and will organize
and conduct training programs to strengthen environmental
management institutions. Cooperation will be carried out
primarily at the national level, but it also will be pursued at
various lower levels and with a wide range of government
agencies, as required.

o Environnental Policy and Legislation Program. Working with
economic, environmental, and natural resources ministries as
well as legislative bodies, resident and short~-term advisors
will assist with the development of new policies and
legislation. Steps will be taken to address gross
distinctions in NIS economies which adversely affect the
environment and to develop practical and enforceable
management approaches. Examples of likely urban and
industrial environmental policy subjects to receive project
attention include rules governing environmental liabilities
in privatization, the organization and management structure
for a Pussian "Environmental Fund" to finance high priority
environmental investments, pollution fees and permitting
systems, and other legal and policy measures needed to
support improved environmental management as part of
industrial restructuring. Corresponding examples relating
to better natural resources management include demonstration
of economic and environmental benefits from further subsidy
reductions and other market-based pricing reforms in the
forestry and water sectors, more open trade and investment
policies governing natural resources, new systems of private
ownership and tenure, and other means to achieve
economically efficient and environmentally sound management
of valuable natural resource assets. Approaches to better
incorporate environmental considerations into national
income accounting will also be examined.

o Environmental Institution Building. Well-targeted training
programs and other support for the establishment of sound
environmental management institutions will be provided to
help relevant NIS organizations better deal with a range of
regulatory and technical subjects. The primary audience
will be government officials involved in the reform of
environmental policies, practices and institutions, though
the private sector and NGO community is also expected to
participate. Objectives will include both the f£illing of
short~-term gaps in key personnel as well as longer-term -
strengthening of vital environmental management
:nstitutions.

Technology Cooperation for Environmental Improvemsnt. The
primary objective of this project component is to influence
environmental investment decisions In select regions by helping
set clean-up priorities for the NIS firms, governments and their
financiers--particularly the World Bank and European Bank--and,
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in the process, to demonstrate the application of U.S.
environmental know-how and technology. This work will give
attention to both urban and industrial environmental quality
concerns (e.g., air pollution management, water quality and
quantity management in a river basin context, and solid waste
management) as well as natural resources management (e.q.,
sustainable agricultural lands management and forestry).
Demonstration activities will also be used to test the efficacy
of policy initiatives supported by the project. The four sub-
components relating to regional environmental management and
demonstrations are:

o Environmental Management in Regional Economic Restructuring.
In close collaboration with the World Bank, EBRD and other
sources of financing for environmental investments, regions
with significant environmental challenges will be chosen for
urgent concentrated attention. U.S. expertise will be
applied to the identification of the economic costs cf

~pollution and/or natural resources mismanagement in the
region and to the effects of market-based restructuring on
the region's economic and environmental profile. Regional
demonstration areas will be used as field testing sites to
aid the development of new policies and practices needed to
improve environmental quality. Analyses will complement
technology demcnstrations in guiding the decisions of World
Bank and other investors and will be used to develop models
for other regions.

) Pollution Risk Assessments. In select regional
demonstration areas, U.S. environmental risk assessment
expertise will be applied to the identification of the
ecological, epidemiological and economic risks from
pollution in the region. This analysis will be used to
better define investment priorities and help to guide the
development of new management systems to address those risks
which most threaten society--including the use of U.S.
management know-hcw and technologies.

° Water Resources Investment Planning. Water quality and
quantity problems are acute in many parts of the NIS region.
Cooperation wich the World Bank, EBRD and other investors
will also specifically include assistance to municipal,
regional and national authorities relating to improved water
management which will help identify environmental investment
priorities. The initial focus will be on pollution in the
Dnieper and Volga Rivers of Ukraine and Russia,
respectively. -

o Improved Environmental Management Capability and Technology
Demonstrations. To build regional-level environmental
management capabilities--including the establishment of more
effective environmental monitoring systems--training in
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environmental management skills and access to U.S.
environmental monitoring technologies will be provided
through the project. Examples of management practices
include environmental audits to identify pollution
prevention opportunities, accident contingency planning, and
workers' right~to~know programs. Examples of environmental
monitering capability include geographic information systems
(GIS), portable pollution detection probes, real time
monitoring equipment and software, and air and water
pollution models. Demonstrations will serve as examples for
further investments and as catalysts for the formation of
US-NIS business partnerships in a growing environmental
technology and services market.

Public Awareness and Environmental Accountability. The objective
of activities under this project component is to enhance public
awareness of environmental issues and encourage democratic
participation in addressing them at both the local and national
levels. Partnerships will be encouraged between responsible U.S.
environmental non-governmental organizations (NGOs) and their NIS
counterparts. Through these partnerships, environmental NGOs in
the NIS will strengthen their management structures so they may
effectively develop and implement small-scale projects, assist
with environmental contlict resolution and cocperate closely with
government and business (private sector) organizations seeking to
better understand and resolve environmental problems. Support
will also be provided to free media organizations to broaden
public appreciation of environmental problems, heighten public
awareness of approaches for improving environmental quality, and
advance the concepts of sustainable natural resource management.

o Environmental NGOs Institutional/oOrganisational Capability
and Network Enhancement. Participation of U.S. NGOs in
transferring organizational and administrative skills to
indigenous environmental NGOs will be achieved through
support for technical assistance and training.

- Establishment of linkages batween U.S. and NIS environmental
NGOs will be used to enhance communication and networking

capability among NIS NGOs.

° Environmental NGOs Small Grants Program. In partnership
with responsible U.S. NGOs, financial support and technical
assistance will be provided to selected NIS environmental
NGOs for small grants programs aimed at generating solutions
to local environmental problems in constructive partnership
with private sector interests.

o Environmental Awzreness and Education Program. Technical and
financial support will be provided to select media and
educational organizations to widen public understanding of
environmental issues and of successful steps being taken to
address major problems.
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2.3 Anticipated Accomplishaents

This section briefly describes outcomes expected as a result of
project interventions. These "end of project status" (EOPS)
statements are also summarized in the project Logical Framework

shown as Tab D.

Implementable Policy, Institutional and Legislative Reforms.
Since it is not yet possible to specify the particular policy and
legislative reforms by country to be addressed by the project,
any accounting of anticipated accomplishments in this project
area must be illustrative only. Possible topics for project
attention include policies gocverning pollution control,
pesticides use, forest management, and protected areas
management. Through preliminary discussions in Russia, Ukraine
and Kazakhstan, the following topics--and corresponding
indicators of project success--have arisen and are presented as
indicative of the types of policy and legislative reforms the
project will pursue in collaboration witn NIS counterparts:

] Environmental Liabilities in Privatisation. U.S. and other
foreign investors considering joint ventures with existing
NIS industries are put off by the risk of large
unanticipated environmental clean-up bills associated with
previous toxic waste storage and disposal problems and other
threats to public health and safety. The project is
expected to seek clearer delineation of corporate and
government liabilities and responsibilities as part of new
laws and regulations governing privatization and foreign

investment.

o Pollution Permits and Taxes. Emission fee systems have been
instituted in both Russia and Ukraine based on existing
standards are being phased in over several years. They also
are being considered elsewhere in the region. While
proposed pollution taxes will likely serve as iuportant
revenue sources for environmental agencies, the fees are not
high enough to influence the behavior of polluting firms.
Furthermore, they suffer from inattention to the
establishment of realistic environmental quality standards
and to the elimination of loopholes hampering enforcement.
The project is expected to assist cooperating NIS agencies
in devising workable approaches to improve pollution
corntrol--including permits, fees, taxes and other market-
based incentives, and its success will be measured by the
ability to associate U.S. technical assistance with the
introduction of policies which are accepted by industry and
enforced by environmental agencies.

o Forestry Policies and Managemen® Practices. There is
tremendous confusion in Russia at present concerning
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Regional Environmental Mznagement Demonstration Areas (REMDAs).

authority over production and protection of forests and

policies governing sustained management of the world's

largest forest estate. The project is expected to provide

technical assistance to relevant government agencies and to =
work with respornisible U.S. forest industries in helping

establish clearer policies governing the issuance of forest -
concessions, rules governing harvest and replanting, and the

related management of protected forests. Performance in

this area will be based on the association of this

assistance with the issuance of new guidelines and laws

verified by both the environmental and commercial

communities as clear, fair and implementable. -

Institutional Strengthening. The project will assist
cooperating environmental management organizations with the
implementation of institutional reforms aimed at enhancing
their ability to design and enforce new environmental
management policies and standards. Performance will be
measured by the proportion ot key organizational units
trained through pro’ect-sponsored programs and other means.

Through a variety of project inputs within select regional
environmental maragement demonstration areas (see Tab C), the
following accomplishments are anticipated:

©

attributable to the introduction of new contro’ technologies

Demonstrations of U.8. know-how and technologies that make
sense from both environmental and business perspectives.
Examples are expected to include environmental audits of
privatizing firms to identify waste minimization
opportunities or potential environmental liabilities, plus
demonstrations of appropriate U.S. pollution control or
other hardware.

Environmnental investment programs in water, air and/or land

resourcos managemen: with follow-on funding by multilateral -
developrnent banks and others. An improved water quality and
quantity management program for a sub-catchment of the Volga .
River would serve as a potential example.

Measurable environmental quality improvements in select
RENDA® Dased on pilot demonstrations. Efforts will be made
to docunent positive changes in environmental quality

or management practices.

Commercially viable and expanding US-NIS environmental =
business partnerships. In addition to the introduction of -
U.S. environmental management practices and/or monitoring -
capabilities, new and/or expanded joint ventures are .
expected to be strengthened.
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o opportunities to test the viability and efficacy of national
and regional environmental poiicy initiatives from the
standpoint of private sector behavior changes and
participation in government programs. Through close
coordination between the REMDA activities and national
environmental policy assistance, opportunities will be
developed for the "field testing™ of new permit systems,
pollution taxes, liability assessment procedures and other

experimental policy tools.

Inproved Environmental Awaremness, Accountability and Public
Participation. Three principal types of outputs are anticipated
from interventions under the third component of the project:

o Inproved BEnvironmental NGO Function and Coordination.
Project interventions are expectad to result in: increased
organizational and administrative capability among
indigenous environmental NGOs; increased communication and
information exchange among NIS environmental NGOs and
between U.S. and NIS NGOs; community-level environmental
management success stories from NGO initiatives; and public-
private environmental corflicts resolved through
intervention of responsible environmental NGOs.

-] Establishment of a S8mall Grants Program for NIS8 NGOa. Grant
awards will be made t«¢: indigenous NGOs through U.S. NGO
partners, and the structure for such a small grants program
is expected to be well established in several states.

) Improved Environmental Awareness, Accountability, and Public
Participation. Project interventions are expected to result
in: increased public access to resources, education and
decision-making tools relating to environmental issues and
natural resource management; and increased public awareness
of environmental/natural resource management issues and
participation in local decision-making.

1 o
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3.0 FINANCIAY, PLAN AND IMPLEMENTATION SCHEDULE

3.1 Illustrative Life-of-Project Budget

A five year life of pr- ..t (LOP) funding level of $35 million is
proposed (covering Fis. :: Years 93-97, with funding from FY92-
96), with an initial F'=: .bligation of $5 million using ESF
funds, and the remainin, ;350 million starting in FY93 using NIS
funds. At this funding level, the project will be able to serve
as the principal mechanisz to deal witi cross-cutting ESF-funded
environmental issues not easily addressed through other USG
efforts in the region. An illustrative budget, with breakdowns,

appears on the following page.

3.2 Planned Obligations

Planned obligations are as follows:
Implementation Mechanism Amount ($1000's)

1. InterAgency Agreement (IAA) with EPA $
2. Participating Agency Service Agreement
(PASA) with EPA $
3. Core Contractor $
4. IQCs $ 5,000
5. NGOs Cooperative Agreement $
6. Policy Cooperative Agreement $
7. Buy-Ins to Other A.I.D. Bureau projects $

Total: $35,000

Project inputs are broken down roughly as follows:

i. Training: 84,000
Short-term through EPA IAA $2,000
Short-term through AID $2,000

2. Technical A-Aistnncos $23,000
Long~-term (through USAID) $5,000
Short-term (through EPA) $6,000
Short-term (through USAID) $12,000

3. \Fonnoditia:: : $8,000
Through USAID ' ‘ $6,000
Through EPA - $2,000
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NIS ENVIRONMENT PROJECT FOUR YEAR ILLUSTRATIVE BUDGET ($1000s)

Project Component FY93* FY84 FY95 FY96 LoP

-

1. Policy and Institution Building

a. Policy/Legislation Program 3000 2250 2000 800 8050

b. Institution Bullding 1000 1000 1000 500 3500

SUBTOTAL: | 11550

2. Technology Cooperation

a. Regional énvironmental Mgt. 1000 1000 1000 1000 4000
b. Risk Assessments 1500 1000 1000 250 3750
c. River Basin Management 1000 1000 1000 400 3400
d. Technology Demonstration 2500 2000 1000 400 5900

SUBTOTAL: 17050

3. Public Participation

a. US-NIS NGO Partnerships 1500 1200 500 400 3600
b. Environmental Education 500 500 500 300 1800
SUBTOTAL: 5400

4. Project Support

a. Evaluation 0 300 0 300 600
b. Audit 0 200 0 200 400
SUBTOTAL: i 1000

TOTALS 12000 10450 8000 4550 35000

* Includes $5 million in FY 92 ESF Funds. o \
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By the end of FY93 we intend to have the following four
implementation units in place: 1) core contractor, 2) EPA IAA &
PASA, 3) policy cooperative agreement, 4) IQCs and 5) a grant to

a U.S. bases NGO.

In addition, during the life of the project,

we will call upon R&D contractors for specific activities, and
may fund specific limited unsolicited proposals. The primary
management burden will be the management of units 1-5. These
units will be in place for the life of the project.

3.3 Proposed Timetable

The following is a proposed implementation schedule for project

activities:

1. October 9, 1992 CN submitted to Congress.

2. October 29, 1992 CN approved.

3. November 1992 Project Authorized.

4. Nov.-Dec. 1992 Programming of FY92 funds and
completion of PIO/Ts. Begin
implementation of buy-in funded
activities and policy cooperative
agreement.

5. Dec. 1992-Jan. 93 Complete IAA and PASA with EPA and
begin implementation of EPA
activities.

6. Dec. 1992-Jan. 93 Develop and compete core contract.

7. Jan.-June 1993 Programming of FY93 funds and
completion of PIO/Ts.

8. Jan.-June 1993 Development of country specific
environzental strategies.

9. March-July 1993 Compete and award IQCs. Award core
contract and begin implementation.

10. Oct.-Dec. 1993 Project planning workshop and
development of second year's annual
plan.

11. Oct.-Dec. 1993 Project mid-term evaluation and
audit.

12. Jan.-June 1994 Programming of FY94 funds and

completion of PIO/Ts.
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13.

14.

15.

16.

17.

Oct .~Dac.

Jan.~June

Oct. ~Dec.

Jan.-June

September

1994

1995

1995

1996

1997

Project planning workshop and
development of third year's annual
plan.

Programming of FY95 funds and
completion of PIO/Ts.

Project planning workshop and
development of fourth year's annual
plan. .

Programming of FY96 funds and =
completion of PIO/Ts. .

Project completion.
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4.0 IMPLEMENTATION ARRAMNGEMENTS -
4.1 Project Nanagement

The Office of Energy, Environment and Technology of the USAID NIS
Task Force (NIS/TF/EET) will be responsible for overall project
supervision, impleuentation, and monitoring. The NIS
Environmental Officer will serve as the Project Officer. USAID
field staff will manage the country specific project teams and
activities. The Project Manager will be assisted by an
Environmental Advisor or Program Officer, and an environmental
AAAS Science Engineering and Diplomacy Fellow. In addition to
NIS-specific contracts and grants managed directly by NIS/TF/EET,
the project will make use of AID/R&D (and possibly PRE)
contracts, and EPA will be a significant contributor to project
implementation via an Inter-Agency Agreement.

USAID field staff will be responsible for assisting in
identification of country specific activities, providing input to
country specific strategies, and monitoring of all field
activities conducted under this project within their respective
countries. They will also have day-to-day management
respcnsibility over both the resident staff and field teams
provided under the core contract mechanism, and will be
responsible for requesting assistance from the various project
mechanisms to carry out country specific strategies.

To assure strorg coordination in project planning and
implementation, the State Department's Office of the Coordinator
will take the lead in coordinating NIS assistance activities of
all USG agencies and providing policy guidance for on-going and
proposed assistance activities in the NIS. In addition, a
Project Steering Committee chaired by the Project Officer and
comprising of NIS/TF/EET staff, NIS/TF/FA, NIS/TF/PAC,
representatives of USAID NIS missions, an R&D representative, EPA
staff, and the State Department's Office of the Coordinator will
meet quarterly, or more frequently as necessary. Other offices
such as STATE/EUR and OMB may also be invited to participate the
Steering Committee meetings as appropriate. It is anticipated
that the project will sponsor an annual project planning workshop
involving all implementing organizations, including the State
Department's Office of the Coordinator and STATE/EUR/ISCA, to
review progress, discuss future needs and planned activities,
transfer information, and exchange lessons learned. '
Based on Steering Committee recommendations and the results of
these workshops, project staff will prepare and submit an annual
report summarizing work accomplished and proposed activities for
the next year. This project memorandum will serve as the first
such planning report. Specific activities, proposed in the
annual plan, will then be authorized via project implementation
documents covering contracts, cooperative agreements, grants, and
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work orders (activity implementation plans) under the core
contract, and the EPA IAA and PASA.

4.2 Proposed Implementation Mechanisms

In implementing project activities, A.I.D. will draw on the
expertise of the U.S. private sector and various U.S. Government
agencies as appropriate. 1In particular, a partnership with the
Environmental Protection Agency (EPA) is anticipated. Project-
funded assistance will be closely coordinated with NIS-region
environmental activities of other U.S. Government agencies,
including those of the U.S. Forest Service, the Department of the
Interior, and the Peace Corps, among others.

Two implementation mechanisms either will cut across all
components, or are not confined to a particular component:

Core Contractor. NIS/TF/EET intends to competitively award a
core contract to provide technical assistance under all three
project components and to provide field-based support. This
contractor will provide long-term advisors and short-term
specialists with both area and technical expertise. Subject to
appropriate country clearance (see Tab H), three field offices
will be maintained--in Moscow, Alma-Ata, and Kiev--each staffed
with 1 U.S. environmental advisor, 3 host country eavironmental
advisors, and 2 host country support perscns. The contractor
also will be expected to open and maintain an office in the
Washington, DC area with 3-4 technical and 2-3 support staff, who
will assist the field offices, USAID Missions and the NIS Task
Force in the implementation and monitoring of project activities.
Contractor expertise will include: environmental policy,
economics and legal issues; environmental technologies and
engineering; as well as environmental communications, education,
institutional and human resources development. The contractor
will be responsible for the conduct of environmental assessments
of demonstration activities required under the project IEE. The
Project Officer will be the chief technical officer for the
contract, but USAID missions will manage the field teams on a

day-to-day basis.

EPA IAA and PASA. An Inter-Agency Agreement (IAA) will be
established. between A.I.D. and the Environmental Protection
Agency for environmental management training (Component 1), risk
assessments (Component 2) and technology demonstrations
(Component 2). EPA will use funds transferred under this IAA to
cover technical assistance, training and commodity expenses
associated with USAID Mission agreed upon activities.
Contracting will be included, as appropriate. EPA will be asked
to contribute to the project annual plan, to submit quarterly
reports, and to develop and obtain approvals for Activity
Implementation Plans for all major activities funded under this
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IAA. Details of EPA's contribution to the project by component
and type of aceistance will be specified in the IAA.

A Participating Agency Services Agreement (PASA) will also be
established between A.I.D and EPA for technical assistance,
primarily in support of institution-building at EPA-like agencies
and their regional counterparts (Component 1). This PASA will
cover EPA direct-hire staff travel in support of project
activities. Approximately 60% of these funds will be used in
support of direct field requests, while 40% may be used for
proactive activities. All travel will be authorized using an
Activity Implementation Plan approved by the EPA and AID Project
Officers, and USAID Missions.

Other Implementation Mechanisms. In addition, the following
anticipated mechanisms are primarily component specific, and are
shown in relation to each of the three project components:

1) Policy, Institutional and Legislative Reforms:

- Cooperative Agreement with U.S. Non-profit
- Central A.I.D. Bureau Project Buy-Ins

2) Regional Environmental Management Demonstrations:

- Central A.I.D. Bureau Project Buy-Ins
- Indefinite Quantities Contracts (IQCs)

3) Improved Environmental Avaroncl-, Accountability anC Public
Participation:

- Cooperative Agreement with U.S.~NIS NGO Partnership
- Central A.I.D. Bureau Project Buy-Ins

The following activities and mechanisms have been identified to
date as likely vehicles for initial project implementation (with
the primary correlativa project components in parentheses):

1) Cooperative Agreement with a U.S. non-profit education
institution for policy-based technical assistance to
economic, environmental and natural resources ministries

(Cozponent 1).

2) Contract (Buy-In) through the A.I.D. R&D Office of
Environment and Natural Resources' Environmental Policy and
‘Training Project to carry out analyses and demonstrations of
sound environmental natural resources management in regional
economic restructuring, including related training
(Component 2).
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3) Contract (Buy-In) through the A.I.D. R&D Office of Health's
Water and Sanitation for Health Project for water resources
management and river pollution investment analyses and water
management strategies (Component 2).

4) Cooperative Agreement with a US Private Voluntary
Organization to Administer an NIS Environmental NGO Small

. Grants Program (Component 3).

3) Grants through the R&D/R Science and Technology Small Grants
Program for environmentally-related S&T activities
supporting project objectives (Component 2).

6) Indefinite Quantity Contracts Supporting Demonstration
Activities and U.S.-NIS Business Partnerships (Component 2).
To help promote the development of an environmental private
sector in NIS countries and to help promote U.S. private
sector opportunities in the NIS, NIS/TF/EET will
competitively award a series of IQC contracts to joint US-
NIS environmental organizations, in the areas of (1)
environmental policy/law/regulatory management, (2)
environmental management and engineering services, and (3)
NGO/information/etc. The selected firms would then be used
on discrete activities in the NIS, for example a risk
assessment. Through this process and working together, it
is hoped that these new joint firms would also bid on other
World Bank and host country work and become viable stand
alone entities to provide environmental services in the NIS.
Both AID and EPA will make use to these IQCs to carry out
their project components.

4.3 Oversight and Other Implementation Issues

Monitoring. Overall supervision and monitoring of this project
will be the responsibility of the A.I.D. Project Officer assigned
to the AID/W NIS Task Force. USAID field offices have direct
responsibility for identification and monitoring of project
activities within their jurisdictions as well as the management
of core contractor country teams. USAID field and AID/W staff
will conduct field visits and jointly review reports provided by
grantees, contractors and participating agencies. A.I.D. and
contract:or/participating agency travel to the field will be
cleared in advance with appropriate State Department and USAID

staff.

Quarterly reports will be required of all project implementors
(grantees, contractors and participating agencies). Project
Implementation Reviews will be undertaken with frequency
necessary to ensure effective project management.
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As determined by the AID/W Project Officer, a Project Steering
committee will be convened periodically to review overall project
policy, strategy and management. The Committee will be chaired
by the AID/W Project Officer and will comprise NIS/TF/EET staff,
NIS/TF/FA, NIS/TF/PAC, EPA staff, an R&D representative, and a
representative from STATE/D/CISA, and other U.S. agencies, as
necessary.

Bvaluation. Each contractor and implementing agency will prepare
an evaluation plan to be approved by A.I.D. Project funds will
be made available to finance external evaluations as necessary.
An in-house evaluation at the end of the first year may be
undertaken to review program efforts, determine overall project
progress and recommend modifications, if necessary and feasible.

Audit. Contracts executed under the project will provide that
the audit and inspection requirements set forth in the Inspector
General Act of 1978, as amended, shall apply. A.I.D.'s Inspector
jeneral shall ensure full compliance with all applicable

provisions of the Act.

Host Country Duties and Taxes and Other Critical Requirements. A
circular 175 Authorization was obtained from the Deputy Secretary
of State on February 4, 1992 permitting negotiation of U.S.-NIS
states agreements covering these matters. Bilateral agreements
have been signed with Russia, Ukraine, Kazakhstan, and Georgia
and negotiations with certain of the other states have commenced.
These agreements will include appropriate language concerning aid
recipients' responsibilities and contributions, duties and taxes,
a3 well as audit rights. Each agreement will seek to ensure,
inter alia, that A.I.D. funds are not used to pay host country
duties or taxes, that site inspections by the IG may be made, and
that A.I.D.-financed commodities will be used only for project
purposes.

Waivers. In accord with HB 13, Chapter 2, Sec. 3, the Office of
Energy Environment ard Technology plans to prepare justifications
for non-competitive awards of grants and cooperative agreements
in response to unsolicited proposals received from various
organizations. All other FAR rules and regulations concerning
waivers will also be closely adhered to.

Congre3ssional Notification. The project's initial Congressional
Notification expired on October 29, 1992 (see Tab E).

Source an& Origin. Goods and services produced under the Project
will have their source and origin in the United States (Code 000)
forr foreign exchange costs or in the cooperating country for
local currency costs. Local procurement within individual states
(of the former Soviet Union) will be conducted in accordance with
Chapter 18 of A.I.D. Handbook 1B. A formal determination under
Section 604 (a) of the Foreign Assistance Act of 1961 was signed



by the Deputy Secretary on March 30, 1992 removing the NIS from
the category of non-Free World countries. Procurement from Code
941 and Code 935 countries, if required, will de done on the
basis of appropriate waivers.
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5.0 RISK ANALYSIS

Several key assumptions underlie the strategy adopted by the
project and deserve evaluation regarding the risk of their not
being fulfilled. The project's ability to deliver anticipated
outputs is particularly sensitive to the following factors:

1)

2)

3)

Government/Institutional Sstability. Current disorder in
government institutioris and agencies may inhibit project
effectiveness, particularly the prospects for meaningful
environmental policy reform and institutional strengthening.

¢ Flexibility in the project design and project-
funded resident staff allow for timely understanding of, and
response to, the changing institutional and political
arrangements. Periodic reviews will assess adjustments
needed in project emphasis, financing and/or implementation
arrangements and appropriate modifications will be made.

Implementation Coordination and Oversight. The project will
provide contracts, cooperative agreements and grants to
several U.S. organizations for long- and short-term
technical assistance and training. In addition, other U.S.
government agencies, particularly the Environmental
Protection Agency, will be used to implement components of
the project. The program of scientific exchanges
established under the former U.S.-U.S.S.R. Environment
Agreement was conceived during a time when U.S. cooperation
with the region was highly circumscribed. Without clear
distinctions between activities under the technical
assistance program and those associated with scientific
cooperation, strategic focus, coordination and consistency
of USG positions will be difficult to achieve.

Assessment: The project management structure will make use
of a Steering Committee which will meet regularly to ensure
good cooriination among various implementors. AID/NIS/TF
will work with STATE/OES and STATE/D/CISA to encourage the
review of the U.S.-U.S.S.R. Environment Agreement, and the
parallel Ukrainian agreement, to help establish a clear
basis for close coordination with project activities anad
other. environmentally-related U.S. assistance to the NI
region.. ‘
Inter-Republic Relations. Inter-republic relations remain
unstable, particularly between Russia and the other new
independent states. Allocating roughly one-half of project
activities to work in the Russian Federation because of
strategic interests runs the risk of further straining and
desta?ilizing inter-republic tensions and instability in
relations.
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4)

S)

: Though high priority is given to Russia,
specific provision is made for assistance to other states of
the former Soviet Union including Ukraine, Dyelarus,
Kazakhstan and other states. Though some use of regional
advisors is anticipated, most expertise will be provided to
meet specific country needs. For those project activities
(i.e. workshops, training and NGO support) designed to
encompass a regional (inter-republic) perspective, clear
recognition of national sovereignty will be made and
oppertunities for participation fairly distributed among
states. Finally, allocation of project resources will be
reviewed annually, with distribution based on economic,
democratic and environmental performance.

Donor Coordination. Overlap with other international
donor/development organizations will result in an
inefficient allocation of project resources, duplication of
efforts, and conflicts.

Asgessment: Coordination of project activities with other
donor organizations, such as World Bank, will be ensured
through direct communications between the Office of the
Coordinator (STATE/D/CISA), the project management team,
A.I.D. field staff, and relevant donor agencies.

Indigenous NGO Activities. Indigenous NGOs that are
supported through this project may not always act in the
best interests of parallel USG support programs or may be at
odds with NIS government positions. Activities of these
democratic institutions could undermine efforts to bridge
between economic and political restructuring through
environmental assistance.

Assegsment: Reasonable effort will be made to ensure that
NGOs identified for support through this project will
primarily promote conservation education and information,
democratic participation in environmental policy processes,
and consumer/public advocacy for environmental issues.
Active involvement of responsible NGOs from the U.S. and the
international community will be sought to provide an
exemplary role supporting responsible NIS NGO behavior.

An inter-agency review meeting was held on November 16, 1992, at
which issues of these risks and other project designs issues were
discussed (see Tab G), and every effort was made to fully

incorporate the recommendations made during this meeting into
this Project Memorandum.
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6.0 ENVIRONMENTAL CONSIDERATIONS

The Environmental Policy and Technology Project will provide
technical assistance, training, and limited commodities to
promote sound environmental management through policy reform,
technology transfer and demonstration, and public awareness. For
technical assistance and training activities, a categorical
exclusion is granted under 22 CFR 216, Section 216.2 (c) (2)(i).
Through demonstration activities, modest physical/mechanical
modification of industrial/public facilities may be required. A
positive determination under 22 CFR 216 Environmental Procedures
is being recommended, and for those types of interventions the
project must provide for initial environmental examinations of
such sub-activities (See Tab F). A portion of the funds from
this project will be transferred to the Environmental Protection
Agency using established transfer procadures, however, USAID
Environmental Procedures and regulations will apply.
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Tab A USG NIS Environmental B8trategy



Environmental problems are widespread and severe in the New .
Independent States. Governments and citizens across the region -
have only just begun to comprehend the breadth and magnitude of
the associated economic, health, and ecological costs. Though
the Chernobyl disaster epitomizes this environmental crisis in
the former Soviet Union, the range of problems goes well beyond
nuclear safety to include some of the world's worst air, water,
and land pollution as well as pervasive mismanagement of
natural resources. Immediate initiation of remediation efforts
is needed to mitigate the damage being caused in areas where
problems are particularly severe. Current economic hardships
have created tremendous pressures to speed the exploitation of -
natural resources assets and to maintain longstanding patterns
of neglect of environmental quality. Though some unsustainable -
practices may be unavoidable during the transition to market
economies and democratic governments, steps must be taken
quickly to guard against repetition of past mistakes as reform
takes shape.

Given the extent of the problems and the limited USG
resources available for environmental assistance, most
environmental financing in the NIS will have to be generated
internally, and most foreign financing will come from the -
private sector and the multilateral banks. The strategy for
USG environmental assistance, therefore, is premised on the
coicept of collective engagement in leveraging the private -
sector and banks in a focused and concerted way, for purposes
consistent with the broad goals of U.S. policy. At the same -
time, however, it also should be recognized that a major effort
will have to be made to build NIS institutions capable of using -
these resources in the most effective way. . -
Institution-building and private sector initiative, in other
words, necessarily complement each other in the environmental
field. In this way, the USG can help the new states of the
region to chart a course to environmentally sound economic
growth durirg their difficult transition.

The U.S. Government environment strategy in the NIS seeks
to strike a balance among various modes of assistance to ensure -
that both near-term and lona-term goals are met. These
activities will involve representatives from government, the
private sector, and a wide range of nongovernmental
organizations in order -to achieve maximum benefit through
improved intersectoral communication and coordination. U.S.
assistance also will address a mixture of technical and policy
issues through both bilateral and multilateral arrangements
~drawing on U.S. experience and expertise in environmental
grotection. Finally, U.S. efforts will reflect the complex
interrelationships among environmental protection, energy and
resource issues, public health, agricultural development,
economic growth, and political reform in the region.



PROGRAM GOALS

The goal of U.S. environment assistance in the NIS is to
contribute to the improvement of environmental quality and
environmental protection. The program consists of an
integrated, dual track approach to assist with the near-term
mitigation of critical environmental problems and to strengthen
the NIS' indigenous capacity to address these and other
environment management problems over the long-term.
Implementation of this approach will rely on, inter alia, the
provision of technical assistance and training, through the use
of U.S. expertise and the demonstration of U.S. environmental

technologies.

Because environmental contamination is pervasive in the
NIS, it is crucial to initiate efforts that will provide
immediate environmental and health benefits. It is equally
crucial to begin longer-term efforts necessary to establish the
mechanisms and institutions that will ensure environmentally
sound, sustainable economic growth in the future. 1In this way,
past mistakes may be avoided. The near-term and longer-term
activities must be coordinated to insure the implementation of
an integrated strategy - neither element can stand on its own.

Specifically, U.S. assistance should focus on

A

] building an effective environmental regulatory and
management structure;

L promoting environmental and other technology
cooperation;

] reducing the health and economic costs of controlling
pollution, i.e. using market-based solutions.

o managing natural resource assets efficiently; and

L supporting NGO development and increasing public
participation in environmental decision making.

PROGRAM CRITERIA

U.S. Government environmental programs in the NIS are
guided.by several criteria to set priorities for and ensure
maximum benefits from U.S. assistance. These criteria which
are intended to be used flexibly and in selected comblnatxons.

include the following.
U.S. environmental assistance should:
° Be consistent with the objectives and priorities of

the overall U.S. economic assistance strategy to the
NIS.
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. Be consistent with U.S. policy in other related areas
(i.e. energy, with the National Energy Strategy).

o Be identified as a priority by the host government as
well as by the U.S. Government.

L Contribute to strengthened capabilities of indigenous
institutions in local, regional, and national
governments as well as in the private sector.

° Complement and not duplicate other U.S. or
international assistance efforts; U.S. activities
should be coordinated through both bilateral and
multilateral mechanisms (e.g., the World Bank, the
European Bank for Reconstruction and Development, the
regional Environmental Center in Budapest, the
International Energy Agency, etc.).

] Focus on issues of significant implication for
sustainability in agriculture, energy production and
use, and economic growth.

L Promote appropriate environmental solutions with
proven technical, economic, commercial, and legal
application, as well as investments that promote the
transfer of U.S. technologies, commercial development
in the region, and public-private partnerships for
reform.

L Draw on the expertise available among U.S. Government
agencies, especially those which can provide
assistance in a most timely and cost effective
manner. As a first step, USG agencies should
reallocate funds within their own budgets to implement
the environmental strategy. However, agencies now
carrying out programs and those best suited to meet
new priority needs may be called upon to submit
proposals for funding. Final decisions about USG
assistance such funding will be made under the policy
direction of the Coordinator's Office (D/CISAa).

PROGRAM DESCRIPTION

The goals of the environmental strategy will be achieved
through support of mutually reinforcing activities targeting
three key groups: government, the private sector, and '
nongovernmental oraanizations.

A. B 3 ] i‘ EEE I - " E L] I ] E ! ! L] s! I '
Institution Capacity Building. Governments throughou: the

NIS are organizing environmental ministries, preparing enabling
legislation and regulatory policy, and working out appropriate
regulatory mechanisms. These governments have requested
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varying degrees of assistance to help increase the technical,
managerial, and legal capacity of their environmental
management structures. This will require technical assistance
and training for environmental staff.

. Technical assistance and training
will be necessary to facilitate environmentally based legal and
economic policy reform in the NIS. Emphasis will be placed on
the development of effective and enforceable environmental laws
and policies to reduce or prevent environmental degradation.

In particular, priority should be given to the development of
laws, policies, and practices that increase indigenous capacity
to improve and maintain environmental quality, perform
environmental impact assessments, promote pollution prevention
measures in industry and agriculture, and address transboundary
environmental problems.

. Various environmental regulatory
activities, including assessment of local environmental
problems, plant level limit setting, monitoring, and
enforcement, will need to be addressed at regional or even
municipal levels. U.S. assistance will target development of
pragmatic, credible regulatory practices in the NIS, including
the establishment of market-based approaches to pollution
abatement, such as a system of fees and fines.

i iegs. U.S. assistance in this area
also must address the environmental aspects of economic
restructuring activities, including environmental liabilities.
Environmental liability is a key issue in efforts to privatize
firms and attract foreign investment as governments wrestle
with questions of responsibility for cleanup of past pollution.

B. P ting Envi tal Technol c ;s

U.S. funding will be provided for information exchange and
other activities that will encourage commercial partnerships
between U.S. and NIS businesses and research and development
laboratories based on U.S. competitive advantage in the
provision of environmental technologies and services.

C. Reducing the Health and Economic Costs of Pollution

Pollution, especially from antiquated and uncontrolled.
industrial technologies, has dramatic human health effects
(infant mortality, cancer, neurological defects in children)
and unacceptable economic ccsts (ranging from poor
productivity, diminished industrial productivity, to
competitive inefficiencies).

Hot Spots. Although direct U.S. financing of large capital
investments in environmental clean-up is not anticipated, U.S.
assistance in selected risk analysis and demonstration



activities is important. This assistance will be
geographically concentrated in "hot spot" regions that
currently suffer the greatest costs of environmental
degradation. An additional consideration should be the degree
to which governments containing hot spots are building
democracy and pursuing free market reform. Hot spot projects
should have high visibility, long-term viability, and the
potential for replication in other regions.

. Some of the highest
costs are derived from environmental disasters, the reactor
explosion at Chernobyl being a prominent example, and it will
be necessary to establish better prevention and preparedness
programs to guard against future contingencies.

Pollution Prevention. Assistance for select pollution
prevention-related activities would be useful. These

activities could include pollution audits and other
forward-looking interventions to reduce both economic
inefficiency and pollution at plant and industry levels. Such
efforts will help guide the multilateral development banks,
which are expected to play an important role in the
modernization of both public and private infrastructure.

D. M ing Nat LR Assets Efficient]

In addition to the high economic costs imposed by unchecked
pollution, widespread mismanagement of natural resource
systems--forests, agricultural lands, water, hydrocarbons and
mineral resources, coasts and marine resources--also has placed
a heavy burden on the productivity of NIS economies. Failure
to act quickly to introduce management tools of key natural
resource assets will result in further constraints on economic
growth, lost business opportunities, and, ultimately, higher
costs (political and economic) when such reforms are inevitably
pursued. Assistance will be provided to demonstrate the
economic ané environmental benefits of introducing market-based
pricing structures, more open trade and investment policies
governing natural resource sections, new systems of private
ownership and tenure, and other means to achieve more efficient
management of valuable natural resources.

Enexgy. Our top priority should be environmental
assistance. targeted on the energy sector to support and promote
energy efficiency and conservation activities on a national as
well as a local basis. Environmental considerations in this
sector are especially important given the hard currency earning
capacity to support economic recovery and environmental
funding, the U.S. comparative advantage in energy technologies
and methods, and the fact that the energy sector accounts for a
large proportion of water, air, and soil pollution in the NIS.

Agriculture. The environmental impacts of inefficient and
hazardous agricultural practices, especially from pesticides
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and fertilizers, in the NIS pose severe threats. Assistance
efforts in this area should focus attention on the pricing of
agricultural chemicals and other economic measures to create
the proper incentives for efficient and environmentally sound
agricultural practices. 1In addition, the introduction of
demonstration technologies and proper management techniques
could help to improve water quality while contributing to
higher agricultural yields and improving the quality of life
for rural populations.

Water. U.S. assistance should attempt to help NIS
understand water regimes in order to identify the most serious
problems and most cost effective approaches for mitigating
them. Investments in water treatment and control facilities
are often very expensive. Therefore, in cooperation with the
multilateral development banks, the U.S. could assist in
identifying those measures and investment priorities that will
help achieve ambient water standards most effectively at the
least cost. .

Forestry. The U.S. should assist government officials in
assessment of existing forest resources, strategic planning and
development of new policies governing foreign investment,
concession rights, taxes and fees, and forest management
regulations to help conserve remaining forest resources.

E. Supporting NGO Development and Increasing Public
Participation in Envi tal Decision-Maki

A clear objective of the U.S. assistance to the NIS is to
encourage the democratic political transformation currently
underway. This objective can be addressed in the area of
environmental assistance through support for environmental and
other interest groups that have developed throughout the NIS in
recent years. Also important is educating populations about
(1) principles of environmental management, protection, and
conservation and (2) the variety of ways the public can
participate in the process, such as public notifications,
comments, and hearings, citizen suits, etc. These programs
would be designed to bring the influence of public opinion and
NGO's to bear on z2nvironmental decision-making.

Devalopment of indigenous NGOs. Assistance should be
targeted:toward helping to establish institutions and
mechanisms. through which the public can exert a constructive
influence on environmental policy and enforcement. This could
be achieved through promoting NGO partnerships between
U.S.-based and NIS environmental and other interest groups.

I . . tal decision-making.
U.S. support will be provided to a variety of educational
activities designed to increase public awareness of current
environmental problems and the types of actions that can be
taken to correct those problems. A variety of media could be
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used for these purposes, including books, magazines, and
television, to enhance easy access to environmental
information. The ultimate goal of these activities should be

to encourage increased public participation in the
environmental decision-making process.

PROGRAM COORDINATION

A variety of U.S. Government agencies will be involved in
the implementation of this strategy including: Agency for
International Development; Environmental Protaction Agency:
Department of Agriculture; Department of Commerce; Department
of Defense; Department of Energy; Department of Justice;
Export-Import Bank; Overseas Private Investment Corporation;
and the Trade and Development Program. Ambassador Armitage's
office (D/CISA) will take the lead role in coordinating
assistance activities of all U.S. Government agencies and
providing policy guidance for ongoing and proposed assistance
activities in the environment area, including funding levels.
D/CISA is also charged with oroviding general oversight and

monitoring compliance of the decisions of the Coordinator and
Deputy Coordinators.
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Tab B Mission Environmental Reportiing Cables



CoPY

UNCLASSIFIED

I NCOMI NG
TELEGRAM

AGENCY FOR INT'L. DEV.
TELECOMMUNICATIONS CENTER

PAGEL 91 KIEV 61369 1415212

ACTION AID-48

ACTION OFFICE NEET-I2

INFO ROPO-§L KIS-8) POSP-SL POAR-82 FVA-G1 RDAA-G1 PVC-92
PRPC-82 HEAL-0A ENGY-82 STFN-02 NOIH-83 AMAD-PL NER-M2
NEHA-G3 EPA-BL IGEU-01 JO0E-@) EUDR-83 NPAC-83 NFA-9)
NPSI-03 POCE-0L /040 AP 15/81481

INFO (0G-88 ACDA-16 AGRE-@8 DOEE-0§ EUR-#0 OES-8Y /42

wesomcnancean-<nae§SDAIT 1418531 /38

6687 072109 A1D883

R 1414242 AUG 82

FM AMEMDASSY KIEV

TO HGEPA WASHDC
SECSTATE WASHDC 1750
INFO AMENBASSY MOSCOW

UNGLAS KIEV 991369
AlDAC

AID/V FOR NIS/TF/EET; RD/ENR; RD/H/CD; EUR/DR;
STATE/D/CISA
EPA FOR 0i1A

E.0. 12396: N/A
TAGS: EAID, SENV
SUBJECT: REPORTING CAOLE OM ENV RONMENT TOY TO UKRAINE

1. MISSION WISHES TO EXPRESS APPRECIATION FOR
ENVIRONMENTAL TDY SUPPORTED BY AID/NIS/TF/EET AND
EPA/OIA. ENVIRONMENTAL ISSUES AND PROGRAMS WILL BE
CRUCIAL TO USAID/KIEV'S DEVELOPMENT ASSISTANCE PROGRAM.
MISSION CONPLIMENTS TEAM'S COORDIMATION EFFORTS AND
APPRECIATES HIGH LEVEL OF COMMUNICATION WITH MISSION
PRIOR YO DEPARTURE FOR UKRAINE AND DURING STAY HERE.

2. SUNMARY: THE ENVIRONMENTAL TEAM MET WITH THE
MINISTRY OF ENVIRONMENTAL PROTECTION AND WITH VARIOUS
NGO’ S.

3. MINISTRY OF ENVIRONMENTAL PROTECTION IDENTIFIED SIX
KEY AREAS FOR SURTHER COLLABORATON:

A)  STEPS TO ADDRESS ENVIRONKENTAL PROBLEMS ASSOCIATED
WITH TIE CHERMOBYL DISASTER;

®)  IMPROVED MANAGEMENT OF THE ONIPRO RIVER BASIN;

C)  ACTIVITIES TO INPROVE ENVIRONMENTAL QUALITY 1M TNHE
DOMETSH-PRIDNIPROVSAY REGION;

D) SUPPORT FOR ACTIVITIES TO ADORESS ENERGY RELATED
EMVIRCHNENTAL AND ECONOMIC PROSLENS;

E)  ASSISTANCE WiTH THE DEVELOPNENT OF A NATIONAL
SYSTEN FOR THE TREATMENT, STORAGE AND DISPOSAL OF
HAZARDOUS AND TOXIC VASTE; AND

F)  PARTICIPATION (N THE INTERNATIONAL EFFORTS TO
ADORESS THE POLLUTION IN TNE BLACK SEA, INCLUDING THE
DANUBE DELTA AND THE AZOV SEA. '
USAID/KIEV REQUESTS TMAT AID/NIS/F/EET DENNIS LONG
COORDINATE A RESPONSE BY EPA/OIA 4ND AID/RD/H/CD ON
ACTIVITY (2) ASAP. * THE MINISTRY VOULD ALSO APPRECIATE
EXPANSION OF THE AID/EUR/DR DANUBE RIVER BASIN PROJECT
8Y AID/NIS/TF/EET, TO INCLUDE THE UKRAINE IN FOLLOWUP
STUDIES AND MEETINGS,

4. NGO'S: THE ENVIRONMENTAL TEAM HELD VERY PRODUCTIVE
DISCUSSIONS WITH THE MATIONAL ECOLOGICAL CENTER, A
UMBRELLA NGO INVOLVED N A WIDE RANGE OF PUBLIC
INFORNATION AND DISSEMIMATION ACTIVITIES. THE

ENVIRONNENTAL TEAW MET WITH REPRESENTATIVES OF ZELENY
SUIT, A NONGOVERNMENTAL ORGANIZATION WOW ACTIVELY
INVOLVED (N THE DISSEMINATION OF INFORMATION RELATED YO

KIEV 91369 1418212 6687 72189 AI07884
ECOLOGICAL [HPACTS OF UNSAFE NUCLEAR POWER DEVELOPHENT,
THE TEAM ALSO MET WITH THE HEAD OF THE UKRAINIAN
ECOLOGICAL FUND WHICH 1S CLOSELY AFFILIATED WITH THE
MINISTRY QF ENVIRONMENTAL PROTECTIOM.

S, MISSION REQUESTS A COPY OF THE ENVIROMMENTAL TEANS
TOv TRIP REPORT AS SOON AS POSSIBLE. MISSION WOULD
ALSO LINE TO REVIEW ENVIRONMENTAL PROJECT DESIGN
DOCUKEMTS WHEN AVAILABLE.

POPADI UK
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SUBJECT: ENVIACN®INTAL TIsm vISIT 10 ALha-aTa

f. SUNRARY: TWE EMVIRONMENTAL TEam HELO USEFUL
MEETINGS VITH GOVERNMENT AND NON-GOVERNMINT

ORGANISATIONS INS.UDING SHE MINISTRIES OF £COLOGY
ANC HEALTH AND SETVERAL EMVIRONMENTAL  NGO3, THEY
VERE FEATURED Cn NATIOMA, TELEVIZION AND RADI0
TUICE.  MEY THVIAONMENTAL 15SUES CISCUISED
INCLUDED: ARA. SEA, NUCLEAR RADTATION,
COMTARINATION FROM MINING OPERATIONS, VEAPONS
TESTING AND NUCLEAR POWER GENERATION, INOUSTRIAL
POLLUTION IN THE HEAVILY !NDUSTRIAL EASTERN
REGION, THE CASPI2NM SSA, LARE BALMHASH REGION, AND
THE POTENTIAL FOR NATIONAL PARK CREATION., THIS IS
A CRITICAL TINE #FOR THE DEVELOPNENT OF
EMVIRONMENTAL ACTIVATIES, AS THE GON 135 CURRENTLY
DEVELOPING ENVIRONMENTAL “EGISLATION, T IS
JMPORTANT THAT AID/V FOLLOW-UP ON 1TERS IDENTIFIED
I THIS INITIAL MISSION T0 ENSURZ CONTINUED
HOMENTUM ON ENVIRONMENTAL I1SSUES,

END SUMNARY.

2. SPECIFIC FINDINGS AND REQUESTS

ARAL SEA: TNE ARAL SEA 1S ONE OF TWO REGIONS
IDENTIFIED BY THE GON AS CMVIROMMENTAL DISASTERS
AND THE GOK MAS LEGISLATION TO ASSIST THE PEOPLE
OF THIS REGION. 1T SHOULD BE NOTED THAT MOT ONLY
1S THIS AN ARCA OF ENVIRONMENTAL (NPCATANCE, BUT
ALSO IS THE REGIOW OF LOVESY LIFE EXPCCTANCY, THUS
INDICATING THE DIRECT Linn SETVEEN ENVIRONNENTAL
AND MEALTM (SSUES. THE VORLD BANK IS MAMAGING THE
DESIGN OF A GLOBAL ENVIRONMENIAL ACTIVITY CN THE
ARAL SEA, THEREFORE ANY A1D ASSISTANCE SHOULD 8E
ONGANIZED THEOUGH THIS NECHANISH, OR LEFT TO THE

VORLD BANR GIVEN CYMER PRESSING ISSUES NOTED
WELOw

L LLIanttA

AGENCY FOR INTL DEV.
TELECOMMUNICATIONS

CENTER

whe « @ITIITA0 OF 3. Jlitasl
Sonk - PG, PA3s 1 AR GAAY ANGLZS
cLTniPalat NG kD JTa{R NUCLEAR CONTARINAT(D
anls NUSLEAR COMTARMINA®ION FRON VLAPON!
fUo0ING, MUNING, AND NUCLLAR POVWER PRODUCTION 195 A
SATICAL ENVIRONITNGL, 12508 BIRTH OCFECTS, MIGH
ZanClR INCTOLNCE WND L 1CIOE RATES N THE RLGION
430 FRCQUINTLY SITED EvIDENCE OF SEVERL
CuvIRONTENT AL PRCOLINS THE “HEVADA-SLRIPO 2T ININ"
GAOUP mas BLEN WSVl th GEENING POLITICAL aNG
JCap1a REDRESZ 'O T SROBLEN. INL MIMISTAY OF
£20006Y +$ CURRERILY TASKED viin DEVELOPIENT OF A
1%L FRANEVORA 10 RLZPONC 10 THIS CRISIS ANl HAS
ASRED TAE TCAN 1O PROVIOE COPIES OF RECLVANT V.S,
LAUT AND RLGULATIONS. WE VOULD APPRECIATE & H
LSPONSE 10 THIS AEOUEST ASAP,  THL INITIAL 14
NE0 13 70 ASSESS Twi PROBLEM.  ASSISTANCE iw THIS
ARES VORRING VITH BOTN THE GOVERNNENT 4ND 1GDS
<IUtD BC APPREC:ATED.

R0 N1 weDeI

< ER3TERN-VATARKITAN RESION IVOSTOCKNO-
ALSARHSTANSRAYN OBLAZT: HAS CXPCRIENCED LEVERE AR
ANS WGTER PNLi VS UN FROM INDUSTRIAL SCURCL:. 1T
Hel BEEM IDENTIFIED DURING TAE TEAN'S DiSCUSTIONS
wirTH THE GOR DEPUTY MINISTER OF WEALTH AS THE AREA
WiTk THE BOST SEVERS INVIRONMENTAL HEWLTH
SROELENS. THIS 13 AN APPROPRIATE “HO! SPOT™ FOR
FURTHER ALSISTANCE.

. CASFIAN SEA ANC POTENTIAL Oli DEVELOPHENT. THIS
12 & FRAGIHLE £COLOGY wwilH COULD T NEGATIVELY
1MPACTEID BY PROPOED O'L OEVELOPHENT,  ASSISTANCE
N THE DSVELOPHENT OF EWVIACNAENTALLY SOQUND
4PIROACKES TC ThE SXPLCRZTION, EXTAACTION ANG
SROZESSING OF OiL ANG G227 RTIDUALES, INLUCING THE
ZONDUCT OF  ENVIRCNRERTEL 1MPACT JTATEMENTS W#OULD
g7 aPIRLCIATED

< LARE BALNWASH BEGION. BOTH All AND VATER
20L.UT10K FRON LEAD SHELTERS AND OTHER INDUSTRIAL
SOURCES THAEATENR THIS REGION  T#[ LOCAL
SOVERNMENT MAS COLLECTEC FuwDS BLT NELDS
232:3TANCE IN THE OEVELOPNENT OF 4 PLAN TO

i£P4s FOA & TEW DAY PERIZD TO ASSST THE OBLAST IN
DEVELOPING AN ENVIAONRENTAL INVESIHENT AnD
ALCOVERY PLAN, MISSION REQUISTS THAT AZD/M FUND
Ta1% ACTIVITY

SISTABL ISHNENT OF & NLT13WAL SYSTEN OF PARKI AND
SROTECTE

o ARELE. BASED ON DISCLISIONS HELD VITH

$3v MEABERS, A REQUEST TO USAID/ALNA ATA 1S
£epsCTED FRON TME CHAIRMAK OF THL COMMITIEE On
£CC.00Y OF TNE MAZARHSTAN SUPRENE SOVIEV

PARL IANENT), TH1S REQUEST WILL CONCERN SUPPORT
FOR THE PLANNING F RAARNGTAN'S FIRST INTEGRATED
»20TECTED ARCAS SYSIEM. IF POSSIOLE, A SUALL
£APERT TCAM FRON TNE RLD /ENR B100IVERSLITY SUPPORT
230G3AN SHOULD VISIT NAZARNSTAN AS SOON AS
»0SS:ELE 10 FURTHER DEVELDP 1DEAS FOR ASSISTANCE.

OTHER CRITICAL ISSUCS THAY MEED TO BE ADORESSED
INCLLDE AIR POLLUTION, OZCUPATIONAL MEALTR, VATER
POLLLTION, SOIL CONTAMINATION, AND WASTE (SOLI1D
AND RAZARDOUSI MAMAGENENT

swfRE AR SEVERAL WGOS ASTIVE (N ENVIRONMENTAL
135025, AMD THESR VORK SUPPORTS TKE DEVELOPRENT OF
2EMSCEATIC INZTITUTIONS EN NAZANHSTAN, MISSI0N
TUGGESTS, AS PART 07 TmE PLANNED MIS/TF

INCLASSIFIED
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DATE 3 August 13, 1992
TO H Director, NIS/TF/E
vz /
FROM H Dennis LoJE?and pavia McCauley, NIS/TF/EET

SUBJECT 3 sumpary Report of NIS/TF Environmental Team's
Discussions Regarding Program Directions in Russia

Introduction

The joint A.I.D.-Environmental Protection Agency program
development team visited Moscow during late July and early
August, 1992 to gather information which will be used to develop
an (nvironmental initiative for the ragion. The team comprised

the following members:

Dennis Long and David McCauley (co-leaders), NIS/TF/EET
Lee Pasarew and Jay Beniarado, EPA

Raisa Scriabine, Environmental Institutions Consultant
Glen Anderson, Environmental Policy Consultant

Russjan Contacts Made

The team met with the Ministry of Ecology and Natural Resources
of the Russian Federation, the Central Economics and Mathematics
Institute (CEMI) Institute of the Russian Academy of Sciences,
and several nongovernmental organizations (NGOs) (including the
Socio-Ecological Union, an umbrella group for NIS environmental
NGOs), and outlined with all parties anticipated next steps in
terms of A.I.L. environmental program development. Additional
meetings were held with Russian representatives of the
International Union for Conservation of Nature (IUCN) and the
Russian Man and the Biosphere Program, the Committees on Ecology
of both Moscow Oblast and the City of Mtishchi, and staff of the
Losini Ostrov National Park. The following notes summarize the
most important results of discussions held with each of these key
groups, including potential areas for USG assistance.

Minastry of Ecology and Natural Resources:

a. development of natural resource policy and environmental
legislation;

b. parks, preserves and other protected area management;

c. environmental poliution monitoring and control; and

a. other areas ar mutually agreed upon to promote efficient use
of natural resources.

A joint U.S.-Russian Working Group along with a list of potential
areas for technical cooperation were proposed in a Memorandum of
Discussion. If possille, the Working Group should meet in Russia
in a September-November, 1992 timeframe.

[N
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Central Economics and Mathematics Institute (CEMI):

CEMI is an economics institute of the Russian Academy of Sciences
long associated with economic and democratic reform. Headed by
academician Makarov, the Institute is actively involved in
programs related to privatization, defense conversion, and
economic policy development. Some nine ministers and two vice-
premiers of the Yeltsin government have had a close association
with CEMI. Discussions were held with on possible cooperation
regarding oblast-level environmental management approaches tied
to economic restructuring, and CEMI informed the team of their
intention to submit an unsolicited proposal for such work.

Non-Governmental Organizations (NGOg):

The Socio-Ecological Union 9 (SEU) was established in 1989 to
serve as an umbrella group for over 100 NIS environmental NGOs.
The SEU is actively involved in various environmental action
programs in Russia, including information dissemination and
public education activities. Discussions were held with the SEU
on possible ccoperation regarding improved information exchange
between U.S. and Russian environmentazl NGOs as well as a small
grants program to support greater public and private
environmental accountability.

Forestry cCommittee:

The team met with representatives of the Forestry Committee of
the Ministry of Ecology and Natural Resources to discuss a
proposed forest policy workshop. Support was indicated for this
activity, and planning will proceed to hold the workshop in
October 1992, immediately followiny a conference sponsored by the
Forestry Department of the Russian Ministry of Industry.

The team met with the editor-in-chief of the NIS-wide business
magazine, Delovie Lyudi, to discuss the feasibility of publishing
a special supplement dealing with U.S. environmental policy and
technology.

Committee on State Property:

The team met with representatives of the Committee on State
Property and their consultants to discuss a proposed Moscow visit
of a team of specialists on environmental liability concerns in
the Russian privatization program. Support was indicated for
this activity by both this Committee and the Ministry of Ecology
and Natural Resources, and planning will proceed to hold a
meeting in Washington, DC shortly and to bring the team to Moscow
in early September 1992.
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REGIONAL ENVIRONMENTAL MANAGEMENT DEMONSTRATION AREAS (REMDAS)
A8 PART OF THE BTRATEGY FOR
U.8. ENVIRONMENTAL ASS8ISTANCE TO THE
NEW INDEPENDENT STATES OF THE FORMER SOVIET UNION

Introduction

The U.S. is extending assistance to the New Independent States
(NIS) to help establish sound environmental policies and
practices as a part of broader economic and democratic
restructuring. There are potentially staggering costs associated
with adequately addressing both the legacy of environmental
contamination and establishing sound pollution control and
natural resource management institutions and infrastructure. At
the same time, the level of U.S. financial resources which can be
devoted to this set of challenges is very small relative to these
costs. This reality underscores a U.S. assistance strategy which
seeks opportunities to leverage the programs and investments of
others, and it means that special attention will be given to
ensuring all assistance is organized to be as cost-effective as
possible.

The strategy which has emerged directs a significant portion of
assistance to policy and institutional development where country-
wide impacts can be anticipated. But the national-level work
will only be successful if it is well grounded by limited
demonstration activitius designed to solve immediate
environmental problems through the application of U.S. know-how
and technology, and a second thrust of the assistance effort
centers on this region-specific work. Finally, both the national
and regional activities will be directly supported by work with
non-governmental organizations who are seeking community-based
solutions to environmental problems and developing mechanisms to
ensure adequate public participation in environmental decision-
making.

Like the nat:onal-level assistance, location-specific cooperative
demonstrations must be well focused--both in the types of
activities undertaken and their location. And the careful choice
of regions for geographic concentration--Regional Environmental
Management Demonstration Areas (REMDAs)--can help to ensure that
U.S. assistance offers good prospects for rapid, demonstrable,
and lasting impact.

Criteria fox Choice of REMDAs

As is the case for all decisions regarding environmental project
activities, hard choices must be made in selecting REMDAs.
Several criteria have been established to place. bounds on the
project's scope and to select an initial set of activities (see
Environmental Policy and Technology Project Document), and these

1



also can be usefully applied to the choice of demonstration
sites. The ten criteria are fully consistent with those outlined
in the Draft USG NIS Environmental Strategy. Highest priority
for regional-level investment planning and demonstration
activities will be given to those locations which favorably
respond to the following criteria:

1)

2)

3)

. 4)

5)

6)

7)

8)

Contribution to Economic and Democratic Restructuring.
Supports the transition to free market economies and
demccratic societies~--strong links to market-based economic
restructuring supported by local government and community
leadership committed to democratic principles;

Helps 8olve Severe Environmental Problems. /ddresses
demonstrated needs for environmental quality improvement
based on associated health and economic cost: --deals
directly with unambiguous and compelling health and/or
economic costs associated with current urban and industrial
pollution or natural resources mismanagement;

Quick, Visible, and Cost-Effective Response. Presents an
opportunity for visible and near-term benefits at modest
cost--certain aspects of the problems addressed can be
solved in less than a ysar, the site is easily accessible
and potentially of broad public interest, and interventions
offer attractive returns relative to costs;

Benefits the U.8. Private Bector. Provides strong prospects
for related U.S. export development~~-clear opportunities for
the demonstration of U.8. know-how and technologies and for
establishing business partnerships;

Replicability and Expansion of Impact. Offers a high
likelihood that know-how and technology will be transferred
beyond the activity's geographic and substantive bounds--
area is representative enough to ensure that lessons learned
and will be extended to other regions;

Sound Management Accountability. Does not impose
unreasonable management burdens on USAID and/or other U.S.
Government agcncies--the choice of implementing
organisations as well as performance measures ensures that
activities can be adequately monitored and directed within
planned levels of oversight personnel; '

Low Opportunity Costs. Gives high returns relative to other
assistance options-~the scale of activities does not unduly
preclude other options and alternative sights do not offer
greater stragcqic or economic advantages;

Investment Target. Provides high potential for non-project
follow~on financing from the World Bank and other sources--

2
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site has been specifically chosen by IBRD, EBRD or other
investment sources to serve as a demonstration area for
large environmentally-related loans and grants;

9) Geographic Considerations. Helps maintain geographic
concentration of effort as well as both in-country and NIS-
wide regional balance--choice of the site would not unduly
skew the distribution of U.8. assistance within the country
or across the region; and

10) USG Coordination and Collaboration. Complements and is well
coordinated with other U.S. Government assistance activities
in the NIS--the region chosen is the target of other
complementary U.8. assistance, such as pilot privatiszation
efforts, health-related interventions, or defense
conversion.

Gaeographic unda S o 8

The spatial confines of REMDAs may be defined by natural and/or
political boundaries. In most cases, natural boundaries are
preferable as the basis for the planning of natural resources and
environmental management, since they simplify the analysis (e.qg.,
the use of river basins to ease planning for water management).
However, the implementation of sound environmental policies and
practices almost always is tied to political entities and
boundaries. Thus, well coordinated planning and implementation
is easiest when these boundaries are roughly co-terminus (and
most difficult when they are not--particularly when international
boundaries are crossed). For these and other reasons, a variety
of factors must be considered in defining the spatial dimension
of REMDAs, and they may be demarcated according to any of the
following criteria:

1) Province (e.g., Oblast) or district within a province;

2) River basin or sub-basin (including lakes or inland seas);
3) Airshaed (especially in conjunction with other land units);
4) Delta or other well defined coastal region; and

5) Self~-contained industrial complex.

Action Program

The REMDA strategy may be defined as a stylized process, allowing
for adjustment to particular institutional and problem settings:

F”



1)

2)

3)

4)

5)

6)

7)

8ite B8election. Choose locations in coordination with World
Bank and other potential cooperators and accordiny to the
ten criteria giyen above;

Purther Define Dimensions of Environmental Probleas.
Characterize the nature of health risks and economic costs
associated with current environmental mismanagement;

Identify Causes and Sources of Environmental Problems.
Evaluate the policy and market failure reasons behind
current environmental problems, and supplement this with a
physical inventory of the major point and non-point
pollution sources as well as significant inefficiencies in
natural resource use;

Evaluate the Environmental Quality Implicat.ons of Economic
Restructuring in the Region. Conduct regional economic
analyses -to determine the likely effects of market-based
restructuring on the region's industrial and natural
resources use profiles and related positive ind negative
environmental impacts and opportunities;

Develop Environmental Management Goals for taie Region.
Establish environmental quality and natural resources
management targets for the region and a realistic time frame
for achieving these goals;

Determine Appropriate Policy Steps and the Types of
Environmental Investments Needed. Develop policy options
and related investment priorities for achieving established
targets given likely capital availability (public and
private) and including a review of both regqgulatory and
economic incentives;

Choose and Implement Demonstration Activities to Support
Environmental Quality Improvements and to Guide Investments.
Identify and carry out specific demonstrations of improved
pollution control (at the industry and plant levels) and/or
natural resources management tied both to improved ec> nomic
efficiency and the application of U.S. know-how and
technology (with strong expectation of generating visible
success stories); and

Implementation Follow~-Up. Provide limited further assistance
during the full-scale implementation phase to ensure follow-
through in use of demonstrated environmental management
approaches and technologies.

Expected Outputs

Through project-supported activities in REMDAs, accomplishments

4



are expected to include:

1) Demonstrations of U.S. know~how and technologies that make
sense from both environmental and business perspectives;

2) Environmental investment programs in water, air and/or land
resources management with follow-on funding by multilateral
development banks and others;

3) Measurable environmental quality improvements in select
REMDAs based on pilot demonstrations;

4) Commercially viable and expanding US-NIS environmental
business partnerships;

5) Opportunities to test the viability and efficacy of national
and regional environmental policy initiatives from the
standpoint of private sector behavior changes and
participation in government programs.
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§ restructuring achieved in an

j cnvironmentally sound manner

| Sebgoals:

i 1. Contribute to environmentsily
sound market-based economic
restructuring.

2. Support environmental Quality
| improvement through aplication of
} U.S. expertise and technology
3. Further the development of
i democratic institutions by
f encouraging public and private
§ environmental accountability.

OBJECTIVELY VERIFIABLE INDICATOR

NIS/TF/EET Project Number 110-0003
Environmental Policy and Technology Project

1. That economic development is occurring in an Project midterm and final evaluations.
environmentally sustainable manner.

2. That there sre demnnstrated improvewents
environmental quality linked to U.S. private sector
contributions.

3. That democratic organizations supporting environmenta!
quality improvements have been strengthened.

MEANS OF VERIFICATION

ASSUMPTIONS
That democratic
governments exist, show
stability, and are supportive
of environmeatally

sustainable development.

Purpose: Achieve improvements in
environmental quality through:

1. Environmental policy, institutional
and legislative reforms.

2. Expanded markets for
environmental technologies and
sexvices with increased US. private
sector participation.

3. Improved environmental public

§ Awareness, participation and
accountability.

EOPS: Froject midterm and final evaluations.
1. That policy and legislative reforms supported by U.S.
technical assistance are established and environmental
management organizations strengthened to help implemzat
them.

2. That regional environmental demonstration areas have
been established where U.S. technical assistance is
influencing World Bank and other investments through
application of U.S. environmental technology and know-
how.

3. That the public is better infcrmed on environmental
issues in economic restructuring and invotved in critical
environmental decisions.

That there is a commitment
is covironmentally
sustainable development in
the NIS.




Qutputs:

1. Economic policy and institution
building:

1.1 Policy and lcgisiation program.
1.2 Environmental management
training.

2 Technology cooperation and
demonstration projets:

2.1 Analysis of environmental
management in regional
restructuring.

2.2 Pollution risks assessments;
2.3 Water resources investment
plaening.

2.4 Technology and know-how
demonstrations.

3. Public swareness, participation
and environmental accountability:
3.1 Environmental NGO
strengthening.

3.2 Environmental NGOs small
grants program.

3.3 Public awareness and education

program.

1.1 That specific new environmental laws or regulations
supported by U.S. technical assistance are in place in at
Jeast four republics by the end of the project.

1.2 That 20% of key NIS environmental staff have received
environmental mansgement training.

2.1 That replicable demonstrations of U.S. environmental
know-how and technology have been conducted in at jeast
three demonstration arcas.

22 That pollution risk assessments have been completed in
at least three demonstration areas.

2.3 That water resource development plans have been
combleted for at least two major river basins.

2.4 That four environmental control technology programs
be instituted and asalyzed, using U.S. technology.

3.1 That U.S. environmental NGOs are better

" communicating among themseives concerning the NIS

region and with NIS counterpart organizations.

3.2 That a small grants program for NIS environmental
NGOs be established in at least three republics.

3.3 That effective public swarensss and education
programs be zstablishrd with U.S. support in at lesst three
republics.

1.1 NIS laws in place. .

1.2 EPA to provide data under IAA.

2.1, 2.2, 2.4 EPA/Contractoc/grantec repoets
dubmitted.

23. Contractor reports and World Bank
investments.

3.1, 3.2 US. NGO reports on NIS grants

program.
3.3 U.S. NGO/EPA/Contractor reports.

1.1 That lsws are cffectively
implemented.

1.2 Trained staff continue to
work on environmental

probiems.

2.1, 2.2, 2.4 That "lessons
learned” are acted wpon.
2.3 That World Bank
completes investment pians.
3.1 That NIS NGO demand
exists.

3.2 Ready access to public
medis and communication.

Inputs:

This project will require the
following inputs over the next five
years:

1. Technical assistance from the U.S.

private, NGO, and public sectors.
2. Short and long-term trainisg of
host country counterparts in
environmental mansgement.

3. Commodities, e.g., computer
equipment to support institutios-
other environmental equipment for
demonstration projects.

Total project funding: $35 million

Technical Assistance: $23 million

Training: $4 million
Commodities $8 million
ligations: itli

Core Contractor $9.5
Buy-Ins to Central Bureau Projects $5.0
PASA TO EPA $20
IAA TO EPA $80
IQCs/Unsoticited Proposals $5.0
NGO Cooperative Agreement v
Policy Cooperative Agreement

Interagency, grantee and contractor

1. That NGOs sre willing
and able 10 carty out work
2. That EPA and other
federal and state agency are
abie to provide the necessary
technical support through
1AAs and PASAs.

3. Thet contractors are
svailabie to provide the TA,
(raining and dité

4. That R&D projects are
able to provide the required
TA.
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0C1,.0.9 1992
AGENCY FOR INTERNATIONAL DEVELGPMENT
ADVICE OF PROGRAM CHANGE
COUNTRY: New Independent States Regional
PROJE&T TITLE: Environmental Policy and Technology
PROJECT NUMBER: 110-0003
FY 1993 CP REFERENCE: None

APPROPRIATION CATEGORIES: Economic Support Funds (ESF)
) ) Assistance for the New Independent
States (NIS) .

LIFE-OF-PROJECT FUNDING: $35,000,000 (Grant)
$ 5,000,000 ESF
$30,000,000 NIS

INTENDED FY 1993 OBLIGATION: $ 5,000,000 ESF (Grant)

This is to advise that A.1.D. intends to obligate $5,000,000 for the
Environment Policy and Technology Project. This is a new project which was
not included in the FY 1993 Congressional Presentation. Funding will be
$35,000,000 over a four-year project 1life.

The purpose of the project is to assist republics of the former Soviet Union
in developing appropriate policy, legal and management frameworks which can
adequately incorporate environmental considerations into economic and
democratic reforms in the New independent States (NIS). The project will work
with government agencies, the private sector, and nongovernmental
organizations. It will provide assistance to help strengthen environmental
management institutions, foster appropriate environmental policy and
legislative reforms, promote the growth of indigenous markets for
environmental technology and U.S. participation in this business, and
encourage demecratic participation in environmental issues.

Attachment: Activity Data.Sheet

)
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AGENCY FOR INTERNATIONAL DEVELOPMENT
ACTIVITY DATA SHEET

PROGRAM:New Independent States Regional

Economaic Support Funds (ESF)

P 81-05 (4-8
TITLE FUNDING SOURCES PROPOSED OBLIGATION (In thousands of dollars)
Assistance for the New_ Independent . -
Environmental Policy and Technology States (NIS) FY 93 $ 5,000 (EsF) |LIFE OF PROJECT (Pien.) 335,000

(s 5,000 (ESF); $30,000 (uiS)])

NUMBER 110-0003 NEW (O PRIOR REFERENCE INITIAL ESTIMATED FINAL JESTIMATED COMPLETION DAIE
GRANT ] LoAN [ CONTINUING [ None OBLIGATION OBLIGATION OF PROJECT
i FY 1993 FY 1995 FY 1995
Rela hip of the Project Strs ;: This project supports USAID’s KIS

mi The project will assist republics of the former Soviet Unfon in
developing sppropriate policy, legal and senagement fremexorks which can
sdequately incorporate envirormental considerations fnto economic and democratic
reforms in the New Independent States (NIS). The project will work uith
government agencies, the private sector and nongoverrmental organizations.
Assisteance will be provided to help strengthen envirormenta! mensgement
institutions, foster sppropriate envirormental policy and legislative reforms,
promote the growth of indigencus environmentatl technotogy markets and U.S. private
sector involvement, end encourage democratic participation In environmental
fssues.

Background: The magnitude and severity of environmental degradaticn associated
with the former Soviet regime is just beginning to be understood. Current
economic hardships fn the NIS have created tremendous preossures to exploit the
resource base wastefully and continue longstending patterns of neglect for
envirormental quality. Envirormental mismenagement and health and safety concerns
derived from unchecked poliution have imposed s costly and destsbilizing burden on
the economies of ali NIS republics, and sany of these problems are of global
dimensions and concern.

gmsc_g_gtﬁ:&dm The overall epproach of A.1.D.'s envirormental prograa for
the NIS w to assist in the restructuring of the republics® economies such
that envirormentally sound policies, practices and procedures are futly
incorporated into the new market institutions. The groject will address cross-
cutting, Institutional, snd policy issues that are not easily addressed through
uctonl projects. 1t uill serve as a primary mesns to work with IS authorities
in solving key environmental problems assocfated with economic snd democratic
restructuring. In implementing project activities, A.1.0. uil! draw on the
expertise of the U.S. private sector and U.S. Government sgencies as sppropriate.
In partfcular, a partnership uith the Envirormental Protection Agency (EPA) s

Regional Strategy with special attention to market-besed eccnomic restructuring,
technical cooperation, and democratic institutions development. It also contributes
to the Agency's Environmental Strategy, with particular saphasis on inkmtrict
pollutfon, uater management, agricultural sustainability, and the conservation of
biodiversity. Initial geographic concentration of the project will be in Russzia
Ukraine, though specific attention will atsc be given to Central Asian repdlics wi
later possible expansion to Belarus as well as Armenia and neighboring republics.
(Energy-ralated envirormental issues are addressed by the Energy Efficiency and
Restructuring Project #110-0002, and other sectoral projects uith envirormentsi
dimensions are also expected to contribute to the overall U.S. doverrment strategy
for envirormental assistance to the KIS.)

genetlc!g;i;!: The project will directly benefit NIS residents suffering from the
effects of poor environmental quality, NIS private sector and public organizations
engaged in envirormental protection or in need of assistance to reduce environments
damage, U.S. business involved in this expending merket for envirormental services
and technologies, and the U.S. public affected by those environmentsl problems of
global concern. The project will also contribute to reducing the globsl and cross-
border environmental impact of NIS economic activities, (e.g. global warming due to
unneeded natural gas flaring, ocesn pollution due to inadequately controlled open
cast mining, etc.).

Host Country gnd Qg%gr ?cnorsi Facilities, staff, in-country technical expertise,
and other cost-sharing is anticipated by recipient goverrments, perticipating priva
sector entities, and by cooperating non-profit organizations. In addition, the
project uill work closely with the World Bank, EBRD, and possibly others including
OECD and msjor bilateral donors such as Japsn, Canada, and Germeny.

-financed vitie

Life of Project (S530)

snticipated. Project-funded assistance uill be closely coordinated with Technical Assistance 18,000
ervironmental activities of other U.S. Goverrment agencies, such as those of the |Training 8,000
U.S. Forest Service and the Department of the Interfor. Commodities 2,000
Total: 35,000
U.S. FINANCING (In thousands of dollars) i PRINCIPLE CONTRACTORS OR AGENCIES

‘ Obl igations Expenditures Unliquidated Private contractors, non-profit orgsnizations, the £-
Through Septesber 30, 1991 and possibly other federal agencies, as appropriate.
Estimated Fiscal Year 1992 AR L%
Estimeted Through Septesber 30, 1992

future Year Obliy "~ ToRTt 1T 0t Sost

Proposed Fiscal Year 1993 5,000 30,000
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TAB P

INITIAL ENVIRONMENTAL EXAMINATION

PROGRAM COUNTRY:
ACTIVITY:

FUNDING:
PERIOD OF FUNDING:
STATEMENT PREPARED BY:

RECOMMENDED ENVIRONMENTAL
ACTION:

DECISION OF DIRECTOR
NIS/TF:

DECISION OF NIS/TF
ENVIRONMENTAL OFFICER:

New Independent States
Regional

Environmental Policy and
Technology Project (No.
110~0003)

$35 million
FY 1993 - FY 1996

Positive Determination
under AID Environmental
Procedures (22 CFR 216)
Environmental Procedures
with the exception of a
categorical exclusion for
technical assistance and
training activities under
Section 216.2 (c)(2)(i).
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Approved
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EXAMINATION OF THE NATURE, SCOPE AND MAGNITUDE OF THE ENVIRONMENTAL
IMPACT OF THE ENVIRONMENTAL POLICY AND TECHNOLOGY PROJFCT (100~

0003) '

A. DESCRIPTION OF THE PROGRAM: The Environmental Policy and
Technology Project (100-0003) is predominantly a technical
assistance and training initiative 1leading towards the
development and demonstration of appropriate policy, legal and
management frameworks which will adequately incorporate
environmental considerations into economic and democratic
reforms. The project will, in essence, foster both
environmentally sound reform and help establish a framework in
which environmental quality can be improved and pollution
reduced. Geographically concentrated demonstration activities
will support the technical assistance and training components.

B. RECOMMENDED ENVIRONMENTAL ACTION: Because the project
provides technical assistance and training that will have
positive implications for the environment in the New
Independent States (NIS), an overall favorable environmental
impact is anticipated. A categorical exclusion is applicable
to planned technical assistance and training activities under
Section 216.2 (c)(2) (i) of the AID Environmental Procedures
(22 CFR 216) because these will not directly affect the
environment. Interventions stemming from the demonstration
activities (such as modification and/or rehabilitation of
industr’al/public facilities) are not eligible for a
categorical exclusion and therefore may require environmental
assessments. Initial Environmental Examinations will be
prepared for subactivities during their design phase.
Therefore, an overall positive determination is recommended.

Action Recommended: Positive Determination under AID
Environmental Procedures (22 CFR
216) recommended, with the exception
of a categorical exclusion for
technical assistance and training
activities under Section 216.2

(c) (2) (1).
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TAB G

vembe 9

Minutes for the Inter~Agency Review Meeting on the
NIS Environmental Policy and Technology Project
(No. 110-0003)

In Attendance:

Larry Crandall, Deputy Director, NIS/TF

James Bever, Office Director (acting), NIS/TF/EET
Dennis Long, Environmental Officer, NIS/TF/EET
James Holderbaum, NIS/TF/EET

David McCauley, NIS/TF/EET

Pat Matheson, NIS/TF/PAC

Christina Rufenacht, STATE/D/CISA

Chuck Lawson, STATE/D/CISA -

Lee Pasarew, EPA/OIA

Dale Madiera, EPA/OIA

Discussi P ts (8] t co dat H

1)

2)

3)

4)

USG NIS Environmental Strategy: Project support for and
consistency with the broader draft strategy (the broader
strategy will be the subject of a separate inter-agency
review to be held shortly under STATE/D/CISA auspices).

Conment/Recommendation: STATE/D/CISA was satisfied that the
project was both consistent with and supportive of the draft
USG NIS Environmental Strategy.

Government/Institutional Stability: Dealing with the

disorder and fluidity which characterize NIS institutions in
transition.

Comment/Recommendation: No issues were raised.

Implementation Coordination and Oversight: Especially STATE-
USAID-EPA, and funds accountability.

Comment/Recomnendation: Concerns were raised regarding the
ability to effectively manage the numerous implementation
and funding mechanisms in the project. The rationale for

providing 1 variety of mechanisms was stated by both NIS/TF
and EPA/OIA.

Inter-Repuslic Relations: Distribution of activities and
benefits within the NIS.

Comment/Recommendation: Stating intended levels of effort
for individual states was questioned. It was agreed that an



5)

6)

7)

8)

9)

10)

annual review of level of effort by states will be conducted
to determine if modifications in the original distribution
are needed.

Dunor Coordination: How best to work with the World Bank
and other financial institutions and avoid duplication.

comment/Recommendation: Continuation of dialogue between
NIS/TF and other donor organizations (i.e. World Bank) was
encouraged.

Indigenous NGO Activities: These may not always support
other USG programs and/or NIS government positions.

Comment/Recommendation: No issues raised.

tio o8

It was suggested that the specifics of planned USAID
activities be included in the text of the project memorandum
where possible and appropriate.

Reference to specific activities of other USG agencies in
the region was also recommended for inclusion in the piroject
memorandum.

Greater description of specific environmental issues facing
the NIS region was also suggested for the project
memorandum.

The possibility of converging EPA participation in the
project under one implementation mechanism was discussed.

[Note: On the following day (11/17/92), a meeting was held
with NIS/TF legal staff (Byron Bunyan, AID/GC) to address
this specific issue. It was decided that, th: most
appropriate way to consolidate mechanisms (if desired) would
be to develop the PASA as the single implementation
mechanisn. ]
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SURJLCY: M1S ENVIRONNENTAL POLICY AND TECHNOLOGY PROJECT
1118-00931

1. INTRODUCTION/SUNRARY. THIS CABLL ANOUNCIS THE START OF
A SECICNAL ENVIAONAZNTAL INITIATIVE FOR TNE WEV
180CPCUOENT STATES 1413V ENTITLLD, TNE CNVIRONNENTAL
POLICY AND TECHNOLOGY PROJECT. THIS NEV PROJECT, NMANAGED
OV 1o OFF1CC OF CNERGY, €MVIRONMENT AND TECHWOLOGY OF THE
R 1.0, 1S TASR FORRE RAID-NIS/TF/ETTY, WILL SERVE AS TNE
PRIBCIPAL USG MECHANISH TO ENSURE TNAT ECONOMIC AND SOCIAL
RESTRUCTURING 1 THE WIS 1S ACHIEVID (R AR CHVIROWRENTALLY
SOVND AANBER. TRE FOUR-YEAR LIFE-OF-PROJECT FUNDING LEVEL
1S 539 WILLION. TRE ENVIRONNENTAL PROTECTION AGTNCY
SERVES A3 A PARTRER i INPLERENTING STVERAL INPORTANY
ASHCIS OF TWIS PROJECT. ALSO, THERT MRf WOV WEEWAY
STUERING COMMITTEE MECTINGS VITH A.0.D,, EPA AND STATE
@/CISA AND EUR/ISCA). FIELD ACTIVITIES WiLL B DEVELOPED
VITH 1NPUTS FRON NIS POSTS, AND RULAVED TRAVEL ANO
RESINENT STAFF PLACEMENTS WILL BE SUBJLCT TO APPROPRIATL
COUNTRY CLEARANCE ISEL PARA 71. N0 SUEMARY,

2. OACRGROUND AND PURPOSE. THE FRELDOW SUPPORT ACT OF
1991 RARES SPECIFIC PROVISION FOR [NYVIRONMEATALLY-RELATED
34 ASSISTANCE 1O INL WIS REGION, STATILS: QUOTE. TNE
1UDEPENDERT STATES OF THE FORMER SOVIET UniOm FACE
URPRECEDENTED CNVIRONMENTAL PROSLERS THAT JEOPARDIZE TE
QUALITY OF LIFE AND THE VERY {RISTENCE OF OY ONLY THE(R
OuR PEOPLES BUT ALSO THE PLOPLLS OF OTALR COUNTRIES, AN
17 1S INCUNBENT ON THE INTERNATIONAL COMMUNITY 7O ASSIST

TaE 'uOEPUNDENT STATES 1N ADDRESSING TRUSE PROJLENS AND 1N
PROMOTING SUSTAINABLE 0SS OF RESOURCES AND DEVELOPAENT.
(n0OUOTE. TO ENSUREL THAT £NVIRONMENTAL QUALITY

3 001 MDA

cteacsncsscesvncsscarrnossaas

NT'L DEV.
NS CENTER

sTarl 8N4y M el LARE M [ N
IAPROVEMCNT GOLC WAND- (M-uaND wiTh (CONOMIC AND O{MOCRATIC
ALFORNS 1M TRl w15 REGION, Tl U 3 15 BEG.NNNING A FOUR-
YOAR. $09 MiLL10N CHvIRONNCRTAL tNITIATIVE

3 Tng NEW PROJECY WiLL PROVIOL ASS:STANCT 1w TRL
FOLLOVING THREC an{as:

co CHVIRCANMENTAL POLICY &NO 1aSTITUTION BUILOING
1GOVERNNENTSY. RTSIOCNT AND SHORT-TERN ADV'SORS VILL VORR
VITH ALY OECISIONMALERS 1k CRVIAONNENTAL AND NATURAL
ACSOURCES MIMISTRIES JAS VILL AS THCIR LEGISLATIVE
COUNTCRPAATSY TO ASSIST 10 THE DEVELOPAINT OF WLV
CHVIRONMENTAL POLICISS, LAVS, AND ACSULATIONS AND TO
ORGARIIL TRAINING PROGRANS TO STRENGTNEN fuvIRONSIHTAL
MANAGENCNT INSTITUTIONS.

c« TECHNOLOGY COOPERATION FOR [MVIRONNENTAL 1NWPROVEMENT
IPRIVATE SECTORY. 1 CLOSE COLLABORATION WiTh TNE vORLD
OANK, CORD, AND OTNER INTERNATIOWAL INSTITUTIONS, THE U.S.
Vill CNOOSE REGIONS WITH SIGHIFICANT CHVINCHPENTAL
CHALLENGES FOR URGENT CONCENTEATED ATTCNTION, U.S.
RESIOENT AND SKORT-TEAM ADYISOAS WILL WELP IDENTIFY THE
NEALTK AND CCONOMIC COSTS OF POLLUTION I SELECTED RLGIONS
AND TO DEVELOP MEV POLICIES AND PRACTICES THROUGH
TECHNICAL ASSISTANCE AMD TNE OCMONSTRATION OF TECHHOLOGILS

T0 1APROVE ENVIRONMENTAL QUALITY,

e PUBLIC AVAREKESS AND ERVIBONNENTAL ACCOURTABILITY
n0N-COVERNMENTAL ORGAR)IZATIONS AND THE MEDIAL. RESIDENT
ARD SHORT-TERM ADVISORS WiLL SUPPORT COOPERATION BCTWEEN
U.S. ENVIRONMENTAL WGOS AND TREIR COUNTERPARTS IR THE WIS
T0 STRENGINEN WIS (HVIRONNENTAL RGO MANAGEMENTY
CAPARILITIES AND CMANCE PUBL'C ANARENISS OF ENVIRONMENTAL
1$SULS.

A ITIAL ACTIVITIES. THE FOLLOWING ACTIVITIES ARE
PLANNED FOR THE PROJECT'S START-UP PRASE:

=~ SUPFORT TO ENVIRONMEUTAL SNSTITUTION-BUILDING AND
POLICY DEVELOPMENT &S WELL AS TECANOLOGY DEMSNSTRATIONS
@Y oL ENVIRONMENTAL PROTECTION AGENCYI. IBITIM
ACTIVITIES PLANNED INCLUBE: (1) SUPPORT 10 THE
PRESIDENTIAL CONMISSIOR Oh TEE DNICPER RIVER FOR INPROVED
VATER QUALITY AND RIVER GASIE RANAGININT JuRAINEY; Q)
OLNONSTRAYION OF LOW-COST POLLYTION CONTROL TECHMOLOGIES
FOR CLECTRIC POVER CENERATION JUNRAINEY; (30 REGIOMAL
PROJECT ON AR OUALITY RARGCENENT TO SUPPORT WORLD BANK
INVESTAENT PLANNING @USSIA, POSSIBLY VOLCOGRADY; N0 W)
SHORT COURSES Om (RVIRONUTAL MANAGEMENT TOPICS (10 BE
CONDUCTED 18 VARIOVS LOCATIONS THROUGNOUT THE WIS REGIONY.

-« TECHMICAL ASSISTANCE TO CAVIROMMENTAL AND CCONOMIC
MINISTRIES ON CNVIRONMENTAL PR ICIES AND LEGISLATION

STHROUGN THE KARVARD IRSTITUTL FOR (NTERNATIONAL
MVELOPMENTY. SUBJLCT TO APPROPRIATE COUNTRY CLEARANCE
SSEE PARA 71, TWIS WiIRL INCIU0C THE CSTABL iSHNENY THIS
SUNER OF RLSIOCUY ADVISOR OFFICES (N MOSCOV AND ALMA-ATA
70 CONTINUE VORR ON CHVIRONTENTAL LIADILITY QUESTIONS
AFFECTING RUSSIAN PRIVATIZATION 220 T0 OZGIN IN-DLPTH
ANALYSES OF OTNER HEY ZUVIROWFATAL POLICY 1SSUES. TNE
ACRECMENT WILL ALSD PROVINE MI1S-HIDE ACCESS T0 SRORT-TERA
TECHMICAL ASSISTANCE Ow TRESE TOPICS BY BOTN NARVARD AND
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AGENCY FOR INT'L DEV.
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NON-WARVARC [NV RONPENTAL 0L 1CY (APENTS,

“c SUPPORT 10 M1 CMVIRONTINTAL NGO | THROUGH 1SAR--
FORMERLY THE i WSTHTUTE SOR SOVICT-AMERICAN RECLATIONSY.
SUBJLCT 10 arPROPASATE COUNIRY CLCARANCLS 1SCE PARA 71,
IAR WILL ESTABLISH OFFICES AND PLACE AL3I0ENT ADVISORS 1M
RICY, MOSCOV, AND ALAASATA THIS 3PRING 10 BLGIN
ADMINISTERING AN @1S-WIOE ENVIRONMENTAL NGO SMALL GRANTS
PROGRAM AN 10 (WPROVE THE MAMAGCAENT CAPACITY OF 1S
INVIRONNENTaL GOS.

9. FURTHER DEVELOPNENT OF PROJECT PLANS. SUBSEQUENT
REDIUN-TEAN ACTIVITIES OF THE PROJECT ARC CxPECED TO
CAPHAS!IZE TECHNOLOGY COOPERAT ION AND DCMONSTRATION. 1WPUTS
FROM FIELO STAFF WitL BE SOLICITED FOR CONSIDERATION 1N
TRE OCSIGN OF THESE LFFORTS,

6. PROJECT MANAGEMENT AND FIELD 8CCESS. TWE OFFICL OF
ENERGY, CNVIRONMENT AND TECHNOLOGY OF THE USAID WIS TASK

FORCE JAID. WIS TF/EETY 1S AESPONIIBLE FOR OVERALL PROJECT
PANAGEMENT, VITH THE MIS/TF EMVIAONNENTAL OFF ICER SERVING
A3 TNE PROJECT OFFICER. CONTRACTS, GRANTS, AKD USG AGENCY
AGREEMENTS ARRANGED BY AI0/NIS/TE/EET WILL PROVIDE ACCESS
70 MEEOLD U.S. EXPEATISE AND TESKNOLOGIES FOR PROJECT

INPLEMENTATION. USAID FIELD STAFF viLL SE NESPONSIOLE FOR
NELPING TO 1DENMTIFY COUNTRY-SPECIFIC ACTIVITIES, AND FOR

THE MOMITORING ANC DAY-TO-DAY MANAGEMENT OF ALL ACTIVITIES
CONDUCTED UNDER THIS PROJECT WITHIN TNEIR RESPECTIVE
COUNTRIES/REGIONS, POSTS ARE REQUESTED TO SNARE
APPROPRIATE ENVIRONMEMTAL ASSISTANCE 1DEAS WITH
AIO/WIS/TF/EET AND D/CISA. A SEMIOR FOREIGN SERVICE
QFFICER ALREADY WAS DEEW POSTED TO USAID MOSCOV WMOD ALSO
CAM ASSIST NIS POSTS WITH [NERGY, EMVIROKNEMY, AND
TECHNOLOGY ACTIVITIES, AS WEEDED.

7. AS MENTIONED 1M PARAS 1 AND &, A.1.0. ALSO 1S EXPLORING
THE ESTABLISHNENT OF RESIOINT ADVISOR OFFICES AND TNE
PLACERENT OF ENVIRONMENTAL TECHMICAL SPECIALISTS 1N THE
FIELD 1N COUNTRIES WWICK VILL HAVE MAJOR ACTIVITIES UNDER
THE PROJECT, SUCK AS MOSCOM, KIEV AND ALMA-ATA, SUCH
OFFICES AND ASSIGNMENTS WILL B8C PROPOSED FOR COMCURREWCE
BY USAID MiSSIONS AMD MUST RECEIVE ADVANCE COUNTRY
CLEARARCE BY THE APPROPRIATC U.S. EMGASSY.

CHRISTOPNER
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