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Summary Report

Introduction

Funding of the Caspian Environment Programme (CEP) and the regional co-ordination mechanism has been guaranteed by the International Partners until July 2002.  Beyond this date it is expected that the littoral countries will fund the Programme’s co-ordination and implementation of agreed National and Regional plans.  The countries have in the past expressed a wish to investigate the potential for the establishment of a Caspian Environmental Fund to help meet these foreseen commitments.  A presentation was made to the countries at the CEP Steering Committee Meeting, Baku in June 1999 by representatives of UNDP and it was recommended that a feasibility study be undertaken with the following stages:

· Vision generation phase, focusing on developing the conceptual framework

· Country fact finding visits

· Draft report

· Final report and presentation at a high level workshop

As part of the first stage, the vision generation phase, the Programme Co-ordination Unit (PCU) held a two-day Seminar (July 27th/28th 2000) in Baku to discuss with representatives of the Caspian countries, International Partners and the private sector the scope of any proposed Caspian Environmental Fund.

The Seminar was attended by representatives of the Caspian countries, International Partners, and the private sector, as well as by members of the PCU – Annex A provides a complete list and contact details of the Seminar participants.

Seminar Programme & Materials

The PCU appointed a consultant specialising in the area of environmental funds and financing to develop a draft programme and prepare background materials and overhead slides for the Seminar.  The draft Seminar Programme is presented in Annex B, and the overhead slides used during the Seminar are reproduced in Annex C.

Prior to the Seminar, each of the participants was also sent copies of the following documents:

· The Executive Summary of the Final Report of a Study on the Establishment of a Black Sea Environmental Fund, completed in July 1999; and

· The St Petersburg Guidelines on Environmental Funds in the Transition to a Market Economy, published by the Organisation for Economic Co-operation and Development in 1995.

The former document provided participants with an overview of the principal findings and conclusions of a study which investigated the feasibility of establishing an environmental fund for the Black Sea, while the latter document considers the role of environmental funds and provides guidance on ‘best practices’ in their design, development and operation.

Seminar Proceedings

The Seminar was generally conducted in an informal atmosphere which enhanced the overall level and quality of discussion and debate.  As most of the participants had little or no prior knowledge or experience of environmental funds, the presentations and subsequent discussions during the morning of the first day were designed to provide a basic understanding of environmental funds as public environmental financing institutions, and an appreciation of the key issues involved in their creation and operation.

The afternoon of the first day was devoted to presentations by country participants, and by the Caspian Regional Thematic Centre (CRTC) on the current use of economic instruments in the region. The final session of the first day considered some case examples of environmental funds, and provoked numerous questions and lively debate on the relative merits of different types of fund and environmental financing mechanisms.  The debate also identified the Aral Sea Fund as a possible model for a Caspian Fund, although it appears that the Aral Sea Fund has experienced some problems and difficulties since it was established.

The second day of the Seminar focused on presenting and discussing some of the key issues concerning the establishment and operation of a Caspian Environmental Fund, in particular:

· the strategic objectives of a CEF;

· potential sources of finance for a CEF;

· possible structure and organisation of a CEF;

· the disbursement priorities and mechanisms of a CEF.

While most of the key issues surrounding the creation and operation of a Caspian Environmental Fund could be identified at this stage, it would not be possible to resolve these issues without considerable further work and investigation.

Day 2 of the Seminar concluded with a discussion about what should be the next steps in the development of a Caspian Environmental Fund.

Key Results / Conclusions

The key results and conclusions of the Seminar were as follows:

1. There is potentially an important role for a Caspian Environmental Fund to play in mobilising and channelling financial resources to support activities and investments aimed at improving and protecting the Caspian Sea.

2. Such a Fund should generally reflect and support the strategic goal and objectives of the Caspian Environment Programme, but should not duplicate or conflict with the role and objectives of other existing or planned institutions.  Any Fund should be closely linked institutionally and organisationally to the CEP Secretariat.

3. As far as practicable, the sources of finance / revenue mechanisms of a CEF should be linked to the polluting and resource-depleting activities occurring in the Caspian Sea region.

4. A CEF should function primarily as a regional institution for managing / disbursing targeted subsidies for improving and protecting the Caspian Sea, rather than as a specialised development bank operated along quasi-commercial lines.

5. The country representatives all believed that the prospects for gaining acceptance and support for the development of a CEF were reasonably promising, provided the potential advantages and benefits (economic and financial, as well as environmental) to the Caspian countries of such a Fund were demonstrated and actively promoted to key decision-makers.

6. A pre-feasibility study should be carried out as soon as possible.

Finally, the country representatives requested the Programme Co-ordination Unit to prepare Terms of Reference and arrange for a pre-feasibility study to be conducted as soon as possible, with a view to having the Final Report of the Study available for discussion at a Ministerial summit to be hosted by Iran scheduled provisionally for Spring 2001.
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Draft Programme

Thursday, 27 July

	Time
	Subject

	09 :00 - 09 :30
	Participant Registration

	09 :30 - 10 :00
	Welcome & Introduction (Representative of the CEP / PCU – TT ??)

	10 :00 - 11 :00
	Types, Potential Roles, Benefits & Risks of Environmental Funds (MB)

	11 :00 - 11 :30
	TEA / COFFEE BREAK

	11 :30 - 12 :30
	Pre-conditions for Establishment & Operation of an Environmental Fund (MB)

	12 :30 - 14 :00
	LUNCH

	14 :00 - 15 :00
	Presentations by Country Participants

	15 :00 - 16 :00
	Current Use of Economic Instruments for Environmental Protection in the Region – Caspian Regional Thematic Centre (CRTC), Moscow

	16 :00 - 16 :30
	TEA / COFFEE BREAK

	16 :30 - 17 :30
	Some Case Examples of Environmental Funds (MB)

	19 :00 (
	Reception / Dinner


Friday, 28 July

	Time
	Subject

	09 :30 - 11 :00
	Objectives / Sources of Finance of a Caspian Environmental Fund (MB)

	11 :00 - 11 :30
	TEA / COFFEE BREAK

	11 :30 - 12 :30
	Possible Structure & Organisation of a Caspian Environmental Fund (MB)

	12 :30 - 14 :00
	LUNCH

	14 :00 - 15 :00
	Disbursement Priorities / Mechanisms (MB)

	15 :00 - 16 :00
	Development of a Caspian Environmental Fund – the Next Steps (MB)

	16 :00 - 16 :30
	TEA / COFFEE BREAK

	16 :30 - 17 :00
	Concluding Comments, Thanks & Farewell (TT)
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